CLOSING MEMORANDUM

$47,625,000
CITY OF MODESTO
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

EXTENSION OF LETTER OF CREDIT

This memorandum will summarize the procedures to be followed in satisfying the
conditions precedent to the extension of aletter of credit for the City of Modesto, California (the

“City”) of its Water Refunding Revenue Certificates of Participation, 2008 Series A (the
“Certificates’).

CLOSING SCHEDULE
Wednesday, June 4, 2014 ViaSidley Austin’s Firmex Virtual Pre-Closing
Closing Site
Thursday, June 5, 2014 ViaSidley Austin’s Firmex Virtual Closing

Closing Site
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$47,625,000
CITY OF MODESTO
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

MEMORANDUM OF LEGAL PAPERS

to be included in transcripts
relating to the above-mentioned Certificates

kkhkkkhkkhkkkhkkhkkhhkkhkkhhkkkhhkhkkhhkkhkhkkikkkik*x

Closing: Thursday, June 5, 2014

Complete transcripts are to be prepared for distribution to the following parties:

Modesto Public Financing Authority (the “ Authority”)
*City of Modesto (the “ City”)
The Bank of New York Mellon Trust Company, N.A. (the “ Trustee”)
*Sidley Austin LLP (*Bond Counsel” or “BC”)
*JPMorgan Chase Bank, National Association (the “Bank™)
McGuireWoods LLP (“Bank Counsel”)
Public Financial Management, Inc. (“PFM”)

*  We will be preparing transcripts on CD-ROM for all parties. In addition to CD-ROM copies, parties indicated above with
an asterisk (*) will be receiving one paper copy of the transcript with original signatures of the primary documents.

(i1)
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Pre-Closing

The Pre-Closing will be held on Wednesday, June 4, 2014, via Sidley’s Virtua Closing
Site.

The parties indicated below will deliver five (5) originals of each of the respective
documents so indicated below. The documents will be executed in advance of the Closing by the
respective parties thereto and delivered no later than the Pre-Closing. Unless otherwise
indicated, the documents will be dated as of the date of Closing. All such deliveries will be
deemed to have been made in escrow until final delivery at the Closing has been made.

Responsibility for preparing or assembling the documentsis indicated in parentheticals.
Closing

In connection with the extension of the letter of credit for the Bonds, a closing email will
be distributed to the financing team by Sidley indicating the transaction is closed.

(iii)
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$47,625,000
CITY OF MODESTO
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

DOCUMENTSAND INSTRUMENTS

The following documents and instruments are to be delivered to the appropriate party or
parties at the Pre-Closing.

Index
Number

l. BASIC DOCUMENTS

1. Certified copy of the AMENDED AND RESTATED TRUST 1
AGREEMENT, dated as of May 1, 2008 and amended and restated
July 14, 2011, by and between Trustee and the Authority. (BC)

2. Certified copy of the REIMBURSEMENT AGREEMENT, dated as of 2
July 1, 2011, between the City and the Bank. (BC)

3. Executed copy of the FIRST AMENDMENT TO THE 3
REIMBURSEMENT AGREEMENT, dated as of June 5, 2014, between
the City and the Bank. (Bank Counsel)

4. Executed copy of the FEE LETTER, dated June5, 2014, between the 4
City and the Bank. (Bank Counsel)

5. SPECIMEN COPY OF NOTICE OF EXTENSION OF LETTER OF 5
CREDIT. (Bank Counsel)

6. OFFICIAL STATEMENT SUPPLEMENT NO. 2, dated June 5, 2014, to 6
Official Statement dated May 29, 2008 as supplemented by the Official
Statement Supplement No. 1, dated July 5, 2011, and as amended by
Amendment to Official Statement Supplement No. 1, dated July 5, 201.

(BC)
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A.

V.

AUTHORIZATION OF THE FINANCING

By the City

1.

Certified copy of Resolution No. 2014-213 of the City Council of the
City, adopted June 3, 2014, entitled “A RESOLUTION OF THE CITY
COUNCIL OF THE CITY OF MODESTO RELATING TO WATER
REFUNDING REVENUE CERTIFICATES OF PARTICIPATION,
2008 SERIES A; APPROVING THE FORMS OF AND
AUTHORIZING THE EXECUTION AND DELIVERY OF A FIRST
AMENDMENT TO REIMBURSEMENT AGREEMENT AND FEE
LETTER AND APPROVING THE FORM OF AND AUTHORIZING
THE DISTRIBUTION OF A SUPPLEMENT TO AN OFFICIAL
STATEMENT IN CONNECTION THEREWITH,; AND
AUTHORIZING CERTAIN OTHER RELATED ACTIONS.” (BC)

By the Authority

1

Certified copy of Resolution No.  -2014 of the Commission of the
Authority, adopted June 3, 2014, entitled “A RESOLUTION OF THE
MODESTO PUBLIC FINANCING AUTHORITY RELATING TO
WATER REFUNDING REVENUE  CERTIFICATES OF
PARTICIPATION, 2008 SERIES A; APPROVING THE FORM OF
AND AUTHORIZING THE DISTRIBUTION OF A SUPPLEMENT TO
AN OFFICIAL STATEMENT IN CONNECTION THEREWITH; AND
AUTHORIZING CERTAIN OTHER RELATED ACTIONS.” (BC)

CLOSING DOCUMENTS

Documents Relating to the City

1.

CLOSING, SIGNATURE AND INCUMBENCY CERTIFICATE OF
THE CITY. (BC)

Documents Relating to the Authority

1.

CLOSING, SIGNATURE AND INCUMBENCY CERTIFICATE OF
THE AUTHORITY. (BC)

NOTICE

1.

NOTICE of Extension of Letter of Credit to Notice Parties, dated June 5,
2014, pursuant to Sections 3.11(f), 11.07(b)(iii) and 11.07(c) of the
Amended and Restated Trust Agreement. (Trustee)
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Index
Number

V. MISCELLANEOUS

1 DISTRIBUTION LIST. (BC) 12

201769881 47922/00000



$47,625,000
CITY OF MODESTO
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

CERTIFIED COPY OF AMENDED AND RESTATED TRUST AGREEMENT

The undersigned authorized representative of the Modesto Public Financing Authority
(the “Authority”), in connection with the City of Modesto Water Revenue Certificates of
Participation, 2008 Series A (the “Certificates’) DOES HEREBY CERTIFY that attached hereto
is a full, true and correct copy of the AMENDED AND RESTATED TRUST AGREEMENT,
dated as of May 1, 2008, as amended and restated as of July 14, 2011, between the Authority and
The Bank of New York Mellon Trust Company, N.A., and does hereby further certify that such
agreement has not been further amended, modified or rescinded since July 14, 2011, and is now
in full force and effect.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.]
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IN WITNESS WHEREOF, | have hereunto set my hand this 5™ day of June, 2014.

MODESTO PUBLIC FINANACING
AUTHORITY

Y

tephame Lopez
Secretary

CERTIFIED COPY OF AMENDED AND RESTATED TRUST AGREEMENT
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EXECUTION VERSION

AMENDED AND RESTATED TRUST AGREEMENT
between the
MODESTO PUBLIC FINANCING AUTHORITY
and

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.,
as Trustee '

Dated as of May 1, 2008
and ‘
Amended and Restated July 14, 2011

Relating to

$47,625,000 :
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

EVIDENCING AND REPRESENTING PROPORTIONATE INTERESTS
OF THE OWNERS THEREOF IN 2008 PAYMENTS TO BE MADE BY THE
CITY OF MODESTO
TO THE
MODESTO PUBLIC FINANCING AUTHORITY
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TRUST AGREEMENT

THIS AMENDED AND RESTATED TRUST AGREEMENT, dated July 14, 2011 (the
“Trust Agreement”), amending and restating the Trust Agreement dated as of May 1, 2008 (the
“Original Trust Agreement”), is by and between the MODESTO PUBLIC FINANCING
AUTHORITY, a joint exercise of powers authority duly organized and existing under and by
virtue of the laws of the State of California (the “Authority”), and THE BANK OF NEW YORK
MELLON TRUST COMPANY, N.A., a national banking association duly organized and
existing under and by virtue of the laws of the United States of America (the “Trustee”);

WITNESSETH:

WHEREAS, the Authority is a joint exercise of powers authority duly organized and
existing under and pursuant to the Joint Exercise of Powers Act (being Sections 6500 et seq. of
the Government Code of the State of California) (the “Act”) and a Joint Exercise of Powers
Agreement (the “JPA Agreement”), dated as of December 1, 1989, by and between the City of
Modesto (the “City”) and the Industrial Development Authority of the City of Modesto; and

WHEREAS, the Act and the JPA Agreement authorize and empower the Authority to
assist the City in acquiring and financing and refinancing certain additions, betterments,
extensions and improvements to the water utility system of the City; and

WHEREAS, the Authority and the City have heretofore entered into a Master Installment
Purchase Contract, dated as of November 1, 1997 (the “Master Contract™), as supplemented by
the 1997 Supplemental Installment Purchase Contract, dated as of November 1, 1997 (the “1997
Supplemental Contract”), under and pursuant to which the Authority agreed to assist the City by
refinancing certain additions, betterments, extensions and improvements to the water utility
system of the City (the “1997 Project” as defined therein); and

WHEREAS, the City is obligated to make certain payments to the Authority under the
1997 Supplemental Contract (the “1997 Payments™), and all rights to receive such payments
have been assigned by the Authority to State Street Bank and Trust Company of California,
N.A., as succeeded by The Bank of New York Mellon Trust Company, N.A.( formerly known as
The Bank of New York Trust Company N. A.), as successor trustee for the owners of the
Refunding Revenue Certificates of Participation (1997 Water Utility Refinancing Project); and

WHEREAS, the Authority and the City .have heretofore entered into the 2006
Supplemental Installment Purchase Contract, dated as of November 1, 2006 (the ‘“2006
Supplemental Contract”), under and pursuant to which the Authority agreed to assist the City by
financing certain additions, betterments, extensions and improvements to the water utility system
of the City (the “2006 Project” as defined therein); and

WHEREAS, the City is obligated to make certain payments to the Authority under the
2006 Supplemental Contract (the “2006 Payments™), and all rights to receive such payments
have been assigned by the Authority to the Trustee, as trustee in relation to the Water Revenue
Certificates of Participation 2006 Series A; and
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WHEREAS, the Authority and the City have heretofore entered into the 2008
Supplemental Installment Purchase Contract dated as of May 1, 2008 (the “2008 Supplemental
Contract” and together with the Master Contract, the 1997 Supplemental Contract, and the 2006
Supplemental Contract, the “Contract™), under and pursuant to which the Authority agreed to
assist the City in refinancing the 2006 Project as described in the 2008 Supplemental Contract
(the “2008 Project” as defined therein); and

WHEREAS, the City is obligated to make certain payments to the Authority under the
2008 Supplemental Contract (the “2008 Payments™), and all rights to receive such payments are
being assigned by the Authority to the Trustee in relation to the Water Refunding Revenue
Certificates of Participation, 2008 Series A (the “2008 Certificates™); and

WHEREAS, in consideration of such assignment of the 2008 Payments and the execution
and entering into of the Trust Agreement, the Trustee has agreed to execute and deliver the 2008
Certificates in an aggregate principal amount equal to the aggregate principal amount of such
2008 Payments, each representing a proportionate interest in such 2008 Payments; and

WHEREAS, the Authority has determined that 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 delivery of this Trust Agreement do exist, have happened and have been
performed in regular and due time, form and manner as required by law, and the execution and
delivery of this Trust Agreement have been in all respects duly authorized; and

WHEREAS, in order to support the payment of the principal and Purchase Price of, and
interest on, the 2008 Certificates, the Authority, the City and Bank of America, N.A. (the “Initial
Liquidity Facility Provider”) entered into Standby Certificate Purchase Agreement, dated as of
May 1, 2008 (the “Initial Liquidity Facility”); and

WHEREAS, as a result of the expiration of the Initial Liquidity Facility, the Authority
and the City have elected to replace the Initial Credit Facility with an Alternate Liquidity Facility
in the form of a direct-pay letter of credit (the “Replacement Liquidity Facility”) from JPMorgan
Chase Bank, N.A. (the “Bank™), effective on the Substitution Date (as defined herein), thereby
triggering a mandatory tender of the 2008 Certificates in whole on the Substitution Date for the
Initial Liquidity Facility; and '

WHEREAS, the Replacement Liquidity Facility constitutes an Alternate Liquidity
Facility for purposes of the Contract and this Trust Agreement; and

WHEREAS, the Original Trust Agreement is being amended and restated as of the '
Substitution Date pursuant to this Trust Agreement, in order to add provisions relating to the
Replacement Liquidity Facility; and :

WHEREAS, Section 7.01 of the Original Trust Agreement permits any amendments of
the Original Trust Agreement, with the prior written consent of the 2008 Certificate Insurer, but
without the consent of the Owners, if effective upon the remarketing of the 2008 Certificates
following mandatory tender of the 2008 Certificates; and

WHEREAS, this Trust Agreement shall be effective on the Substitution Date;

2
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NOW, THEREFORE, in consideration of the premises and the mutual agreements and
covenants herein, and for other valuable consideration, the parties hereto do hereby covenant and
agree, as follows:

ARTICLE I

DEFINITIONS; EQUAL SECURITY

Section 1.01. Definitions. Unless the context otherwise requires, the terms defined in
this Section shall for all purposes hereof and of any Supplemental Trust Agreement and of any
certificate, opinion, request or other document herein or therein mentioned have the meanings
herein specified unless the context or use clearly indicates another or different meaning or intent:

“Alternate Liquidity Facility” means a letter of credit (including, without limitation, the
Replacement Liquidity Facility), line of credit, surety bond, standby purchase agreement or other
security or liquidity instrument, as the case may be, approved by the 2008 Certificate Insurer and
issued in accordance with the terms hereof with respect to the 2008 Certificates as a replacement
or substitute for any Liquidity Facility then in effect.

“Alternate Rate” means, on any Rate Determination Date, for the 2008 Certificates in a
Daily Mode, a Weekly Mode, a Flexible Rate Mode or a Term Rate Mode, a rate per annum
equal to (a) the SIFMA Municipal Swap Index (the “SIFMA Rate”) most recently available as of
the date of determination, or (b) if such index is no longer available, or if the SIFMA Rate is no
longer published, the S&P Weekly High Grade Index (formerly the J.J. Kenny Index), or (¢) if
neither the SIFMA Rate nor the S&P Weekly High Grade Index is published, the index
determined to equal the prevailing rate determined by the Remarketing Agent for tax-exempt
state and local government bonds meeting criteria determined in good faith by the Remarketing
Agent to be comparable under the circumstances to the criteria used by the Securities Industry
and Financial Markets Association (“SIFMA”) to determine the SIFMA Rate just prior to when
the SIFMA stopped publishing the SIFMA Rate. If there is no Remarketing Agent for the 2008
Certificates, if the Remarketing Agent fails to make any such determination or if the
Remarketing Agent has suspended its remarketing efforts in accordance with the Remarketing
Agreement, then a financial advisor, investment banker or other qualified party shall make such
determination at the expense of the Authority.

“Assigned Rights to Interest” means those rights to receive payment from the Authority
pursuant to the Trust Agreement of any interest on 2008 Certificates with respect to which,
pursuant to Section 10.05 hereof, the Bank or other Credit enhancement Provider, to the extent it
has paid such interest from a drawing under the Replacement Liquidity Facility or other Credit
Enhancement, has become subrogated and an assignee and the owner.

“Authority” means the Modesto Public Financing Authority, a joint exercise of powers
authority duly organized and existing under and by virtue of the laws of the State.

“Authority Account” means the account by that name established within the 2008
Purchase Fund pursuant to Section 3.09(c) hereof.
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“Authorized Denominations” means: (i) with respect to 2008 Certificates in a Daily
Mode or Weekly Mode, $100,000 and any integral multiple of $5,000 in excess thereof; (ii) with
respect to 2008 Certificates in a Flexible Mode, $100,000 and any integral multiple of $1,000 in
excess thereof; and (iii) with respect to 2008 Certificates in a Term Rate Mode or Fixed Rate
Mode, $5,000 and any integral multiple thereof.

“Automatic Termination Event” means an event of default set forth in a Reimbursement
Agreement between the Authority and a Liquidity Facility Provider which would result in the
immediate termination of the Liquidity Facility provided pursuant to such Reimbursement
Agreement prior to its stated expiration date without prior notice from the Liquidity Facility
Provider to the Trustee. '

“Available Amount” means the amount available under a Credit Enhancement or
Liquidity Facility, as applicable, to pay the principal and interest with respect to the 2008
Certificates or the Purchase Price with respect to the 2008 Certificates, as applicable.

“Bank” means JPMorgan Chase Bank, N.A., and its successors or assigns.

“Basic Certificate Rate” shall mean the rate of interest applicable to 2008 Certificates that
are not Liquidity Provider Certificates.

“Beneficial Owner” means, so long as the 2008 Certificates are held in the Book-Entry
System, any Person who acquires a beneficial ownership interest in a 2008 Certificate held by
the Securities Depository, and during any period the 2008 Certificates are not held in the Book-
Entry System, Beneficial Owner shall mean the registered owner for purposes of this Trust
Agreement.

“Book-Entry System” means a system under which physical certificates in fully
registered form are registered only in the name of a Securities Depository or its nominee.

“Business Day” means any day other than (i) a Saturday or Sunday or (ii) a day on which
the Trustee or applicable Remarketing Agent are required or authorized to be closed or (iii) a day
on which the office of the applicable Credit Enhancement Provider or applicable Liquidity
Facility Provider at which draws or advances will be paid is required or authorized to be closed
or (iv) a day on which The New York Stock Exchange is closed.

“Cancellation Date” means the date on which the 2008 Certificate Insurance Policy is
cancelled, which date shall be the seventh Business Day following receipt by the Trustee of
written notice from (i) the Bank specifying that the 2008 Certificate Insurance Policy is to be
cancelled in accordance with the terms of the Reimbursement Agreement between the Bank and
the City or (ii) the Authority with the consent of the Bank specifying that the 2008 Certificate
Insurance Policy is to be replaced with a substitute Credit Enhancement.

“Certificate of the Authority” means an instrument in writing signed by the Auditor and
Treasurer of the Authority or by any other officer of the Authority duly authorized by the
Authority for that purpose.
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“Certificate Payment Date” means, with respect to any 2008 Certificate, subject to
Section 2.03(a) hereof, the Certificate Payment Date designated therein, which is the October 1
on which or, in the case of 2008 Certificates subject to mandatory sinking fund prepayment, by
which, the principal component of the final 2008 Payment evidenced and represented thereby
shall become due and payable.

“City” means the City of Modesto, a charter city and municipal corporation, duly
organized and existing under and by virtue of the Constitution and laws of the State.

“Code” means the Internal Revenue Code of 1986, and the regulations issued thereunder,
as the same may be amended from time to time, and any successor provisions of law. Reference
to a particular section of the Code shall be deemed to be a reference to any successor to any such
section.

“Contract” means that certain Master Contract, as supplemented by the 1997
Supplemental Contract, the 2006 Supplemental Contract, and the 2008 Supplemental Contract,
and as otherwise amended or supplemented from time to time.

“Control Event” means that one or more of the circumstances referred to in Section 10.03
hereof has occurred as a result of which all references herein to the 2008 Certificate Insurer and
all provisions herein for the benefit of the 2008 Certificate Insurer are of no effect (other than
rights of the 2008 Certificate Insurer derived through subrogation and assignment).

“Corporate Trust Office” means the corporate trust office of the Trustee in San Francisco,
California, or such other office as may be specified by written notice from the Trustee to the
Authority.

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the City or the Authority and related to the authorization, execution and delivery
of the Contract and the Trust Agreement and the execution, sale and delivery of the 2008
Certificates, including, but not limited to, costs of preparation and reproduction of documents,
costs of rating agencies and costs to provide information required by rating agencies, filing and
recording fees, initial fees and charges of the Trustee and its counsel, legal fees and charges, fees
and disbursements of consultants and professionals, fees and expenses of the underwriter, fees
and charges for preparation, execution and safekeeping of the 2008 Certificates, fees and
expenses of the Liquidity Facility Provider, fees of the Authority and any other cost, charge or
fee in connection with the original execution and delivery of the 2008 Certificates.

“Costs of Issuance Fund” means the fund by that name established pursuant to
Section 4.05 hereof.

“Credit Enhancement” means the 2008 Certificate Insurance Policy issued by the 2008
Certificate Insurer. In case a letter of credit is provided as a Liquidity Facility, such letter of
credit will also be considered a Credit Enhancement and its issuer, a Credit Enhancement
Provider, if such letter of credit is a direct-pay letter of credit that provides for the payment of the
principal of, and interest with respect to, the 2008 Certificates as they become due.
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“Credit Enhancement Provider” means, with respect to a Credit Enhancement, the issuer
or provider thereof.

“Credit Enhancement Provider Failure” means: (i) a failure of a Credit Enhancement
Provider to pay any amount due under its Credit Enhancement; (ii) the filing or commencement
of any bankruptcy or insolvency proceedings by or against a Credit Enhancement Provider,
provided such proceeding has not been dismissed within 60 consecutive days; (iii) the
declaration by a Credit Enhancement Provider of a moratorium on the payment of its unsecured
debt obligations; or (iv) the written repudiation by a Credit Enhancement Provider of its Credit
Enhancement.

“Current Mode” shall have the meaning specified in Section 2.18(a)(i) hereof.

“Daily Mode” means the Mode during which the 2008 Certificates evidence interest at
the Daily Rate.

“Daily Rate” means the per annum interest rate with respect to the 2008 Certificates in
the Daily Mode determined pursuant to Section 2.15(a) hereof.

“Daily Rate Period” means the period during which the 2008 Certificates in the Daily
Mode shall evidence interest at a Daily Rate, which shall be from the Business Day upon which a
Daily Rate is set to but not including the next succeeding Business Day.

“Defaulted Interest” means interest evidenced by any 2008 Certificate that is payable but
not duly paid on the date due.

“Delayed Remarketing Period” shall have the meaning specified in Section 3.10(b)
hereof. |

“Delivery Date” means May 30, 2008.

“DTC” means The Depository Trust Company, New York, New York, and its successors
and assigns.

“Electronic” means telecopy, facsimile transmission, e-mail transmission or other similar
electronic means of communication providing evidence of transmission, including a telephomc
communication confirmed by any other method set forth in this definition.

“Eligible Account” means an account that is either (1) maintained with a federal or state-
chartered depository institution or trust company that has a Standard & Poor’s short-term debt
rating of at least ‘A-2’ (or, if no short-term debt rating, a long-term debt rating of ‘BBB+); or (ii)
maintained with the corporate trust department of a federal depository institution or state-
chartered depository institution subject to regulations regarding fiduciary funds on deposit
similar to Title 12 of the U.S. Code of Federal Regulation Section 9.10(b), which, in either case,
has corporate trust powers and is acting in its fiduciary capacity.

“Expiration Date” means the stated expiration date of a Liquidity Facility, as it may be
extended from time to time as provided in such Liquidity Facility, or any earlier date on which
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such Liquidity Facility shall terminate at the direction of the Authority, expire or be cancelled
(other than the date on which a Liquidity Facility shall terminate as a result of an Automatic
Termination Event or an event of default under the Reimbursement Agreement entered into in
connection with such Liquidity Facility).

“Event of Default” means an event described in Section 8.01 hereof.,

“Favorable Opinion of Special Counsel” means, with respect to any action the occurrence
of which requires such an opinion, an Opinion of Special Counsel, addressed to the Trustee, to
the effect that the action proposed to be taken will not, in and of itself, adversely affect any
exclusion from gross income of interest with respect to the 2008 Certificates.

“Federal Securities” shall have the meaning ascribed thereto in the Contract.

“Fiscal Year” means the period beginning on July 1 of each year and ending on the next
succeeding June 30, or any other annual accounting period hereafter selected and designated by
the Authority as its Fiscal Year.

“Fixed Rate” means the per annum interest rate or interest rates evidenced by the 2008
Certificates in a Fixed Rate Mode determined pursuant to Section 2.16(b) hereof.

“Fixed Rate Certificates” means the 2008 Certificates in a Fixed Rate Mode.

“Fixed Rate Mode” means the Mode during which the 2008 Certificates evidence interest
at a Fixed Rate.

“Fixed Rate Period” means, with respect to 2008 Certificates converted to the Fixed Rate
Mode, the period from the Mode Change Date upon which the 2008 Certificates were converted
to a Fixed Rate Mode to but not including the Maturity Date.

“Fixed Rate Remarketing Agent” means, an investment banking firm or firms selected by
the Authority that has or have entered into a written agreement with the Authority to remarket or
purchase and remarket the 2008 Certificates upon their being converted to a Fixed Rate Mode in
accordance with the terms and provisions set forth herein.

“Flexible Mode” means the Mode during which the 2008 Certificates evidence interest at
Flexible Rates.

“Flexible Rate” means, with respect to the 2008 Certificates in a Flexible Mode, the per
annum interest rate determined for the 2008 Certificate pursuant to Section 2.14 hereof.

“Flexible Rate Certificates” means the 2008 Certificates in a Flexible Mode.

“Flexible Rate Period” means, with respect to the 2008 Certificates in a Flexible Mode,
the period of from 1to 397 calendar days (which Flexible Rate Period must end on a day
preceding a Business Day) during which a Flexible Rate Certificate shall evidence interest at a
Flexible Rate, as established by the Remarketing Agent pursuant to Section 2.14 hereof.
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“Improvement Fund” means the fund by that name established pursuant to Section 2.02
of the Master Contract.

“Independent Certified Public Accountant” means any certified public accountant or firm
of such accountants duly licensed and entitled to practice and practicing as such under the laws
of the State, appointed and paid by the Authority, and who, or each of whom—

(D is in fact independent according to the Statement of Auditing Standards
No. 1 and not under the domination of the Authority;

2) does not have a substantial financial interest, direct or indirect, in the
operations of the Authority; and

3) is not connected with the Authority' as a member, officer or employee of
the Authority, but who may be regularly retained to audit the accounting records of and
make reports thereon to the Authority.

“Information Services” means Financial Information, Inc.’s “Daily Called Bond Service,”
30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor;
FIS/Mergent, Inc., 5250 77 Center Drive, Suite 150, Charlotte, North Carolina 28217, Attn: Call
Notification; Standard & Poor’s Securities Evaluation, Inc., 55 Water Street, 45th Floor, New
York, New York 10041, Attention: Notification Department; Xcitek, 5 Hanover Square, New
York, New York 10004; and, in accordance with then current guidelines of the Securities and
Exchange Commission, such other addresses and/or such other services providing information
with respect to the redemption of bonds or the prepayment of certificates of participation as the
Authority may designate in a Certificate of the Authority filed with the Trustee.

“Initial Liquidity Facility” means the Standby Certificate Purchase Agreement, dated as
of May 1, 2008, between the Authority and the Initial Liquidity Facility Provider.

“Initial Liquidity Facility Provider” means Bank of America, N.A.

“Insurer Indenture Event of Default” means and includes the occurrence of one or more
of the following events: : ‘

(a) any principal or interest evidenced by the 2008 Certificates (including
Liquidity Provider Certificates or Subrogated Certificates) is not paid by the 2008
Certificate Insurer when, as, and in the amounts required to be paid pursuant to the terms
of the 2008 Certificate Insurance Policy; or

(b) (i) any material provision of the 2008 Certificate Insurance Policy relating
to the obligation of the 2008 Certificate Insurer to make payments of principal and
interest thereunder at any time for any reason ceases to be valid and binding on the 2008
Certificate Insurer in accordance with the terms of the 2008 Certificate Insurance Policy
or the New York Department of Insurance, or a court or other governmental authority of
appropriate jurisdiction shall find or rule or shall enter an order, judgment or decree that
the 2008 Certificate Insurance Policy is not valid and binding on the 2008 Certificate
Insurer or (ii) the 2008 Certificate Insurer shall (A) claim in writing that the 2008
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Certificate Insurance Policy is not valid and binding on the 2008 Certificate Insurer, (B)
repudiate the 2008 Certificate Insurer’s obligations under the 2008 Certificate Insurance
Policy or (C) initiate legal proceedings seeking an adjudication that the 2008 Certificate
Insurance Policy, or any material provision thereof regarding the payment of principal or
interest on 2008 Certificates (including Liquidity Provider Certificates) is not valid and
binding on the 2008 Certificate Insurer; or

() a proceeding is instituted in a court having jurisdiction in the premises
seeking an order for relief, rehabilitation, reorganization, conservation, liquidation or
dissolution in respect to the 2008 Certificate Insurer or for any substantial part of its
property under any applicable bankruptcy, insolvency or other similar law now or
hereafter in effect, or for the appointment of a receiver, liquidator, assignee, custodian,
trustee or sequestrator (or other similar official) and such proceeding shall not have been
dismissed within sixty (60) days or such court enters an order granting the relief sought in
such proceeding; or the New York Department of Insurance shall declare a moratorium
on the payment of the 2008 Certificate Insurer’s debts, or the 2008 Certificate Insurer
shall commence a voluntary case under any applicable bankruptcy, insolvency or other
similar law now or hereafter in effect, shall consent to the entry of an order for relief in
an involuntary case under any such law or shall consent to the appointment of or taking
possession by a receiver, liquidator, assignee, trustee, custodian or sequestrator (or other
similar official) of the 2008 Certificate Insurer or for any substantial part of its property,
or shall make a general assignment for the benefit of creditors, or shall fail generally to
pay its debts (provided for purposes of this definition, “debts” shall not include any
obligation of the 2008 Certificate Insurer under any insurance policy or surety bond) as
they become due, or an order for rehabilitation, liquidation or dissolution of the 2008
Certificate Insurer shall be issued. :

“Interest Accrual Period” means the period during which the 2008 Certificates accrue
interest payable on the next Interest Payment Date applicable thereto. Each Interest Accrual
Period shall commence on (and include) the last Interest Payment Date to which interest has
been paid (or, if no interest has been paid, from the date of original authentication and delivery
of the 2008 Certificates) to, but not including, the Interest Payment Date on which interest is to
be paid. If, at the time of authentication of any 2008 Certificate, interest is in default or overdue
with respect to the 2008 Certificates, such 2008 Certificate shall evidence interest from the date
to which interest has previously been paid in full or made available for payment in full with
respect to the 2008 Certificates.

“Interest Payment Date” means each date on which interest is to be paid and is: (i) with
respect to the 2008 Certificates in a Daily Mode or a Weekly Mode, the first Business Day of
each month; (ii) with respect to the 2008 Certificates in a Flexible Mode, each Mandatory
Purchase Date applicable thereto; (iii) with respect to the 2008 Certificates in a Fixed Rate Mode
or a Term Rate Mode, the first day of April or October, which is at least 3 months after the
month in which such Long-Term Mode takes effect, and the first day of each April and October
thereafter or, upon the receipt by the Trustee of a Favorable Opinion of Special Counsel, any
other six-month interval chosen by the Authority (beginning with the first such day which is at
least three months after the Mode Change Date) and, with respect to a Term Rate Mode, the final
day of the current Interest Period if other than a regular six-month interval; (iv) (without
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duplication as to any Interest Payment Date listed above) any Mode Change Date, other than a
change between a Daily Mode and a Weekly Mode, and each Maturity Date; and (v) with respect
to any Liquidity Provider Certificates, the day set forth in the applicable Reimbursement
Agreement.

“Interest Period” means, for the 2008 Certificates in a particular Mode, the period of time
that the 2008 Certificates evidence interest at the rate (per annum) which becomes effective at
the beginning of such period, and shall include, a Daily Rate Period, a Weekly Rate Period, a
Flexible Rate Period, a Term Rate Period, and a Fixed Rate Period. Notwithstanding the
preceding sentence, regardless of Mode, so long as any 2008 Certificate is a Liquidity Provider
Certificate, the Interest Period shall be determined in accordance with the applicable Liquidity
Facility or the applicable Reimbursement Agreement.

“Liquidity Facility” means, as of any time, the Initial Liquidity Facility, the Replacement
Liquidity Facility or an Alternate Liquidity Facility, as applicable, which provides for the
payment of the purchase price of the 2008 Certlﬁcates upon the tender thereof in the event
remarketing proceeds are insufficient therefor.

“Liquidity Facility Account” means an Eligible Account by that name established within
the 2008 Purchase Fund pursuant to Section 3.09(b) hereof and held in the name of the Trustee
for the benefit of the Owners.

“Liquidity Facility Provider” means, with respect to the Replacement Liquidity Facility,
the Bank, and with respect to any Alternate Liquidity Facility for the 2008 Certificates, a bank,
insurance company, pension fund or other financial institution acceptable to the 2008 Certificate
Insurer, including the Bank.

“Liquidity Facility Provider Failure” means: (i) a failure of a Liquidity Facility Provider
to pay a properly presented and conforming draw or request for advance; or (ii) the filing or
commencement of any bankruptcy or insolvency proceedings by or against a Liquidity Facility
Provider, provided such proceeding has not been dismissed within 60 consecutive days; or
(iii) the declaration by a Liquidity Facility Provider of a moratorium on the payment of its
unsecured debt obligations; or (iv) the written repudiation by a Liquidity Facility Provider of its
Liquidity Facility. '

“Liquidity Provider Certificates” means any 2008 Certificates purchased by a Liquidity
Facility Provider with funds drawn on or advanced under the Liquidity Facility provided by such
Liquidity Facility Provider.

“Long-Term Interest Period” means a Term Rate Period or a Fixed Rate Period.
“Long-Term Mode” means a Term Rate Mode or a Fixed Rate Mode.

“Mandatory Purchase Date” means: (i) with respect to a Flexible Rate Certificate, the
first Business Day following the last day of each Flexible Rate Period with respect to such
Flexible Rate Certificate; (ii) for the 2008 Certificates in a Term Rate Mode, the first Business
Day following the last day of each Term Rate Period for such 2008 Certificates; (iii) any Mode
Change Date; (iv) any Substitution Date; (v) the fifth Business Day prior to an Expiration Date;
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(vi) the date specified by the Trustee following the occurrence of an event of default with respect
to the Liquidity Facility or under the related Reimbursement Agreement which requires or gives
the Liquidity Facility Provider the option to terminate the Liquidity Facility upon notice and
requires that all Outstanding 2008 Certificates secured by such Liquidity Facility be tendered for
purchase, which date shall be a Business Day not less than 7 days after the Trustee’s receipt of
notice of such event of default from the applicable Liquidity Facility Provider and in no event
later than the Business Day preceding the termination date specified in the notice of event of
default delivered to the Trustee by such Liquidity Facility Provider; (vii) for the 2008
Certificates in a Daily Mode or a Weekly Mode, any Business Day specified by the Authority in
a notice delivered to the Trustee and consented to by the Liquidity Facility Provider, which
Mandatory Purchase Date shall be not less than twenty (20) days after the Trustee’s receipt of
such notice from the Authority, and (viii) the Business Day prior to the Cancellation Date.

“Master Contract” means that certain Master Installment Purchase Contract, executed and
entered into as a November 1, 1997, by and between the City and the Authority, as the same may
be amended or supplemented from time to time.

“Maturity Date” means, with respect to the 2008 Certificates, the maturity date specified
for the 2008 Certificates in Section 2.02 hereof or, if Serial Certificates or more than one Term
Certificates are established for the 2008 Certificates pursuant to Section 2.18(d) hereof upon a
change of the 2008 Certificates to a Fixed Rate Mode, the maturity dates established for such
Serial Certificates or Term Certificates.

“Maximum Rate” or “Maximum Interest Rate” means, with respect to all 2008
Certificates other than Liquidity Provider Certificates, a rate of interest of 12% per annum, and
with respect to Liquidity Provider Certificates, such rate not greater than 18% as is provided for
in the applicable Liquidity Facility; provided, however, that such rate shall not in any event
exceed the highest rate then permitted by law.

“Mode” means, as the context may require, the Daily Mode, the Weekly Mode, the
Flexible Mode, the Term Rate Mode, or the Fixed Rate Mode.

“Mode Change Date” means with respect to the 2008 Certificates in a particular Mode,
the day on which another Mode for the 2008 Certificates begins.

“Mode Change Notice” means the notice from the Authority to the other Notice Parties of
the intention of the Authority to change the Mode with respect to the 2008 Certificates.

“Moody’s” means Moody’s Investors Service Inc., a corporation duly organized and
existing under and by virtue of the laws of the State of Delaware, and its successors or assigns,
except that if such corporation shall be dissolved or liquidated or shall no longer perform the
services of a municipal securities rating agency, then “Moody’s” shall be deemed to refer to any
other nationally recognized municipal securities rating agency selected by the Authority.

“New Mode” shall have the meaning specified in Section 2.18(a)(i) hereof.
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“1997 Certificates” means the $25,585,000 Refunding Revenue Certificates of
Participation (1997 Water Utility System Refinancing Project), evidencing and representing and
proportionate interests of the owners thereof in the 1997 Payments to be made by the City.

“1997 Supplemental Contract” means the 1997 Supplemental Installment Purchase
Contract, executed and entered into as of November 1, 1997, by and between the City and the
Authority, supplementing the Master Contract.

“1997 Payments” means the installment payments required to be made by the City to the
Authority under and pursuant to the 1997 Supplemental Contract.

“1997 Trust Agreement” means that certain Trust Agreement, dated as of November 1,
1997, by and between the Authority and State Street Bank and Trust Company, N.A., which has
been succeeded by The Bank of New York Trust Company, N.A., as trustee, pursuant to which
there was executed and delivered the 1997 Certificates.

“Notice Parties” means the Authority, the City, the Trustee, the Credit Enhancement
Provider, if any, the Liquidity Facility Provider, if any, the Remarketing Agent, if any, and the
Fixed Rate Remarketing Agent, if any.

“Opinion of Counsel” means a written opinion of counsel of recognized standing in the
field of law being addressed in such opinion retained the Authority. '

“Outstanding,” when used as of any particular time with reference to 2008 Certificates,
means (subject to the provisions of Section 7.02 hereof) all 2008 Certificates except

§)) 2008 Certificates theretofore cancelled by the Trustee or surrendered to
the Trustee for cancellation;

2) 2008 Certificates paid or deemed to have been paid within the meaning of
Section 9.01 hereof;, and

3) 2008 Certificates in lieu of or in substitution for which other 2008
Certificates shall have been executed and delivered by the Trustee pursuant hereto.

“Owner” means any person who shall be the registered owner of any Outstanding 2008
~ Certificate.

“Parity Reserve Fund” means the fund by that name continued pursuant to Section 4.04
hereof. ’

“Parity Reserve Fund Obligation” means the 1997 Certificates, the 2008 Certificates and
any other obligations hereafter issued in connection with a Supplemental Contract.

“Payment Agreement Payments” has the meaning given such term in the Master
Contract. ‘

“Payment Agreement Receipts” has the meaning given such term in the Master Contract.
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“Permitted Investments” means any of the following obligations if and to the extent then
permitted by law:

(1) Federal Securities;

(2) Obligations issued by the Resolution Funding Corporation and the Student
Loan Marketing Association, or obligations, participations, or other instruments of or
issued by, or fully guaranteed as to interest and principal by, the Government National
Mortgage Association (excluding stripped mortgage backed securities which are valued
at greater than par on the unpaid principal);

3) Bills of exchange or time drafts drawn on and accepted by a commercial
bank (including the Trustee or any of its affiliates), otherwise known as bankers
acceptances, which are eligible for purchase by the Federal Reserve System and which
are drawn on any bank the short-term obligations of which are rated in the highest letter
and numerical rating category as provided by Moody’s and by S&P; provided, that
purchases of eligible bankers acceptances may not exceed 270 days’ maturity;

) Commercial paper of “prime” quality of the highest ranking or of the
highest letter and numerical rating category as provided by Moody’s and by S&P, which
commercial paper is limited to issuing corporations that are organized and operating
within the United States of America and that have total assets in excess of $500,000,000
and that have an “Al” or higher rating for the issuer’s unsecured debentures, other than
commercial paper, as provided by Moody’s and by S&P; provided, that purchases of
eligible commercial paper may not exceed 180 days’ maturity nor represent more than
10% of the outstanding commercial paper of an issuing corporation;

(5)  Non-negotiable certificates of deposit issued by a state or national bank
(including the Trustee or any of its affiliates) that have maturities of not more than 365
days or deposit accounts with a state or national bank and that are fully insured by the
Federal Deposit Insurance Corporation or the short term obligations of which state or
national bank are rated no lower that “Al” by Moody’s and “A+” by S&P;

(6) Any repurchase agreement of any securities enumerated in subdivisions
(1) and (2) with any state or national bank (including the Trustee or any of its affiliates)
or government bond dealer reporting to, trading with, and recognized as a primary dealer
by the Federal Reserve Bank of New York, which agreement is either (A) with any
institution which has debt rated no lower than “Al” by Moody’s and “A+” by S&P or
whose commercial paper is rated no lower than “P-1” by Moody’s and no lower than
“A-1” by S&P; (B) with any corporation or other entity that falls under the jurisdiction of
the Federal Bankruptcy Code; provided, that (a) the term of such repurchase agreement is
less than one (1) year or due on demand; (b) the Trustee or a third party acting solely as
agent for the Trustee has possession of the collateral; (c)the market value of the
collateral (as determined at least once in every 14 days) exceeds the principal amount of
the repurchase agreement plus accrued interest and the market value of the collateral is
maintained at levels acceptable to Moody’s and to S&P; (d) failure to maintain the
requisite collateral levels will require the Trustee to liquidate the collateral immediately;
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and (e) the repurchase agreement securities are free and clear of any third-party lien or
claim; or (C) with financial institutions insured by the Federal Deposit Insurance
Corporation or any broker-dealer with “retail customers” which falls under the
jurisdiction of the Securities Investors Protection Corporation; provided, that: (a) the
market value of the collateral (as determined at least once in every 14 days) exceeds the
principal amount of the repurchase agreement plus accrued interest and the market value
of the collateral is maintained at levels acceptable to Moody’s and to S&P; (b) the
Trustee or a third party acting solely as agent for the Trustee has possession of the
collateral; (c) the Trustee has a perfected first priority security interest in the collateral;
(d) the collateral is free and clear of third-party liens and in the case of a Securities
Investors Protection Corporation broker was not acquired pursuant to a repurchase
agreement or reverse repurchase agreement; and (e) failure to maintain the requisite
collateral percentage will require the Trustee to liquidate the collateral immediately;

@) Certificates, notes, warrants, bonds or other evidence of indebtedness of
the State or any local agencies therein which are rated in the highest short-term rating
category or within one of the three highest long-term rating categories by Moody’s and
by S&P (excluding securities that do not have a fixed par value and/or whose terms do
not promise a fixed dollar amount at maturity or call date);

®) For amounts less than $100,000, interest-bearing demand or time deposits
(including certificates of deposit) in a nationally or state-chartered bank fully insured by
the Federal Deposit Insurance Corporation, including the Trustee or any affiliate thereof,
and of which an aggregate total of $100,000 is not exceeded in any one financial
institution;

9 Investments in units of a money-market fund portfolio that is rated in the
highest letter and numerical rating category by Moody’s and by S&P (including funds for
which the Trustee, its affiliates or subsidiaries provide investment advisory or other
management services) and that is composed of obligations guaranteed by the full faith
and credit of the United States of America or repurchase agreements collateralized by
such obligations;

(10) A guaranteed investment contract with a financial institution or insurance
company (or guaranteed by a financial institution or insurance company) which has at the
date of execution thereof an outstanding issue of unsecured, uninsured and unguaranteed
debt obligations or a claims paying ability rated within the two highest rating categories
of any Rating Agency; ‘

(11)  Other investments approved in writing by the 2008 Certificate Insurer (or,
if a Control Event has occurred, the Bank); and

(12) The Local Agency Investment Fund, the California Asset Management
Program, or similar pooled fund operated by or on behalf of the State and which is
authorized to accept investments by or on behalf of the Authority of the moneys held by
the Trustee in any of the accounts or funds established pursuant hereto to the extent
deposits and withdrawals may be made by the Trustee directly.
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“Person” shall mean an individual, a corporation, an association, a joint venture, a
partnership, a trust, an unincorporated organization or any other entity or organization, including
a government or political subdivision or an agency or instrumentality thereof.

“Prepayment Date” means the date fixed for prepayment of any 2008 Certificate in any
notice of prepayment given in accordance with the terms hereof.

“Purchase Date” means (i) for a 2008 Certificate in the Daily Mode or the Weekly Mode,
any Business Day selected by the Beneficial Owner of said 2008 Certificate pursuant to the
provisions of Section 3.01 hereof, and (ii) any Mandatory Purchase Date.

“Purchase Price” means an amount equal to the principal amount of the 2008 Certificates
purchased on any Purchase Date, plus accrued interest to such Purchase Date (unless such
Purchase Date is also an Interest Payment Date, in which case the Purchase Price shall not
include accrued interest, which shall be paid in the normal course). ‘

“Rate Determination Date” means any date on which the interest rate with respect to the
2008 Certificates shall be determined, which: (i) in the case of a Flexible Mode, shall be the first
day of an Interest Period; (ii)in the case of a Daily Mode, shall be each Business Day
commencing with the first day (which must be a Business Day) the 2008 Certificates become
subject to the Daily Mode; (iii) in the case of the initial conversion to a Weekly Mode, shall be
no later than the Business Day prior to the Mode Change Date for the 2008 Certificates, and
thereafter, shall be each Wednesday or, if Wednesday is not a Business Day, then the Business
Day next succeeding such Wednesday; (iv) in the case of a Term Rate Mode, shall be a Business
Day no earlier than 15 Business Days and no later than the Business Day next preceding the first
day of an Interest Period for the 2008 Certificates, as determined by the Remarketing Agent; and
(v) in the case of a Fixed Rate Mode, shall be a date determined by the Remarketing Agent
which shall be at least one Business Day prior to the Mode Change Date. '

“Rating Agencies” means Moody’s and S&P, and their respective successors or assigns,
or any other nationally recognized securities rating agency or agencies rating the 2008
Certificates at the request of the City.

“Rating Confirmation Notice” shall mean a written notice from the Rating Agencies then
rating the 2008 Certificates, confirming that the rating on the 2008 Certificates (without giving
effect to any Liquidity Facility) will not be lowered or withdrawn (other than a withdrawal of a
short-term rating upon a change to a Fixed Rate Mode) as a result of the action proposed to be
taken.

“Record Date” means: (i) with respect to the 2008 Certificates in a Short-Term Mode, the
last Business Day before each Interest Payment Date; and (ii) with respect to the 2008
Certificates in a Long-Term Mode, the 15th day (whether or not a Business Day) of the month
next preceding each Interest Payment Date. '

“Reimbursement Agreement” means any reimbursement agreement, credit agreement,
line of credit agreement, standby purchase agreement or other agreement, between a Credit
Enhancement Provider or a Liquidity Facility Provider, as applicable, and the Authority and/or
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the City, as the same may be amended from time to time pursuant to its terms, including the
Reimbursement Agreement, dated as of July 1, 2011, by and between the City and the Bank.

“Remarketing Agent” means each Person selected by the Authority to act as remarketing
agent for the 2008 Certificates pursuant to Section 3.12 hereof and approved by the 2008
Certificate Insurer (or, if a Control Event has occurred, the Bank).

“Remarketing Agreement” means an agreement approved by the 2008 Certificate Insurer,
providing for the remarketing of the 2008 Certificates tendered for purchase, as the same may be
amended from time to time pursuant to its terms.

“Remarketing Proceeds Account” means an Eligible Account by that name established
within the 2008 Purchase Fund pursuant to Section 3.09(a) hereof and held in the name of the
Trustee for the benefit of the Owners.

“Replacement Liquidity Facility” means the irrevocable, direct-pay letter of credit issued
by the Bank with respect to the 2008 Certificates on the Substitution Date.

“Required Stated Amount” means, (i) in the case of each Liquidity Facility, at any time
of calculation with respect to the 2008 Certificates, an amount equal to the aggregate principal
amount of the 2008 Certificates then Outstanding together with interest accruing thereon
(assuming an annual rate of interest equal to the Maximum Rate) for the minimum period
specified by the Rating Agencies then rating the 2008 Certificates, as necessary to maintain the
short-term rating of the 2008 Certificates, or (ii) in the case of each Credit Enhancement (other
than a Credit Enhancement in the form of an insurance policy), at any time of calculation with
respect to the 2008 Certificates, an amount equal to the aggregate principal amount of the 2008
Certificates then Outstanding together with interest accruing thereon (assuming an annual rate of
interest equal to the Maximum Rate) for the minimum period specified by the Rating Agencies
then rating the 2008 Certificates, as necessary to maintain the short-term rating (or, if no short
term rating is then in effect, the rating) of the 2008 Certificates.

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

“Reserve Funding Instruments” shall have the meaning given to such term in
Section 4.04 hereof, including the 2008 Parity Reserve Fund Insurance Policy.

“Reserve Fund Requirement” shall have the meaning ascribed thereto in the Contract.

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw Hill
Company, and its successors or assigns, except that if such entity shall be dissolved or liquidated
or shall no longer perform the services of a municipal securities rating agency, then “S&P” shall
be deemed to refer to any other nationally recognized municipal securities rating agency selected
by the Authority. '

“Securities Depositories” means: The Depository Trust Company, 55 Water Street, 50™
Floor, New York, New York 10041-0099, Attention: Call Notification Department, Fax:
(212) 855-7232; or, in accordance with then-current guidelines of the Securities and Exchange
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Commission, such other securities depositaries as the Authority may designal[e in a Certificate of
the Authority to the Trustee.

“Serial Certificate” means any 2008 Certificate not subject to mandatory prepayment
from Sinking Fund Payments.

“Short-Term Mode” means the Daily Mode, the Weekly Mode or the Flexible Mode.

“Sinking Fund Payments” means the payments required under Section 2.03(a) hereof to
be deposited in the 2008 Sinking Fund Subaccount under Section 4.03(b) hereof.

“Special Counsel” means any firm of nationally recognized municipal bond attorneys
selected by the Authority and experienced in the issuance of municipal bonds and matters
relating to the exclusion of the interest thereon from gross income for federal income tax

purposcs.

“State” means the State of California.

“Subrogated Certificate” means any Certificate of Participation with respect to which,
pursuant to Section 10.05 of the Trust Agreement, the Bank or other credit enhancement
provider, to the extent it has paid the principal of such Certificate of Participation from a drawing
under the Replacement Liquidity Facility or other credit enhancement, has become subrogated
to, and the assignee of, the rights to receive payment of such principal from the City pursuant to
the Trust Agreement and has become the Owner of such Certificate of Participation.

“Substitution Date” means the date on which an Alternate Liquidity Facility is substituted
for the Liquidity Facility then in effect.

“Supplemental Contract” shall have the meaning given such term in the Contract.

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

“Tax Certificate” means, collectively, the Tax Certificate concerning certain matters
pertaining to the use and investment of proceeds of the 2008 Certificates, executed and delivered
by the City on the date of delivery of the 2008 Certificates, including any and all exhibits
attached thereto.

“Tender Notice Deadline” means: (i) during the Daily Mode, 11:00 a.m. New York City
time on any Business Day; and (ii) during the Weekly Mode, 5:00 p.m. New York City time on
the Business Day 7 days prior to the applicable Purchase Date.

“Tender Notice” means a notice delivered by Electronic means or in writing that states:
(i) the principal amount of the 2008 Certificates to be purchased pursuant to Section 3.01 hereof;
(ii) the Purchase Date on which such 2008 Certificates are to be purchased; (iii) applicable
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payment instructions with respect to such 2008 Certificates being tendered for purchase; and
(iv) an irrevocable demand for such purchase.

“Term Certificates” means the 2008 Certificates subject to mandatory prepayment from
Sinking Fund Payments. '

“Term Rate” means the per annum interest rate for the 2008 Certificates in the Term Rate
Mode determined pursuant to Section 2.16(a) hereof.

“Term Rate Mode” means the Mode during which the 2008 Certificates evidence interest
at a Term Rate. '

“Term Rate Period” means the period from (and including) the Mode Change Date or the
date of initial conversion of the 2008 Certificates to a Term Rate Mode, as applicable, to (but
excluding) the last day of the first period that 2008 Certificates shall be in the Term Rate Mode
~ as established by the Authority pursuant to Section 2.16(a) hereof and, thereafter, the period
from (and including) the beginning date of each successive Interest Rate Period selected for the
2008 Certificates by the Authority pursuant to Section 2.16(a) hereof while the 2008 Certificates
are in the Term Rate Mode to (but excluding) the commencement date of the next succeeding
Interest Period, including another Term Rate Period. Except as otherwise provided in this Trust
Agreement, an Interest Period for the 2008 Certificates in the Term Rate Mode must be at least
180 days in length.

“Trust Agreement” means this Trust Agreement, dated as of May 1, 2008, between the
Authority and the Trustee, as originally executed and as it may from time to time be amended or
supplemented by all Supplemental Trust Agreements executed pursuant to the provisions hereof.

“Trustee” means The Bank of New York Mellon Trust Company, N.A., or any other
association or corporation which may at any time be substituted in its place as provided in
Section 6.01 hereof.

“2006 Certificates” means the Water Revenue Certificates of Participation 2006 Series A.

“2006 Supplerriental Contract” means the 2006 Supplemental Installment Purchase
Contract, dated as of November 1, 2006, by and between the City and the Authority, and
consented to by the Trustee and Financial Guaranty Insurance Company.

“2006 Trust Agreement” means that certain Trust Agreement, dated as of November 1,
2006, by and between the Authority and the Trustee, delivered in connection with the 2006
Certificates.

“2008 Certificate Insurance Policy” means the financial guaranty insurance policy issued
by the 2008 Certificate Insurer guaranteeing the scheduled payment of principal of and interest
evidenced and represented by the 2008 Certificates. '

“2008 Certificate Insurer” means Assured Guaranty Corp., its successors and assigns.
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“2008 Certificates” means all of the Water Refunding Revenue Certificates of
Participation, 2008 Series A, evidencing and representing proportionate interests of the owners
thereof in the 2008 Payments to be made by the City, and executed and delivered in accordance
with Article II hereof. '

“2008 Debt Service Fund” means the fund by that name established pursuant to
Section 4.02 hereof.

“2008 Interest Account” means the account by that name established within the 2008
Debt Service Fund pursuant to Section 4.03(a) hereof.

“2008 Interest Rate Swap Agreement” has the meaning given such term in the 2008 |
Supplemental Contract.

“2008 Parity Reserve Fund Insurance Pblicy” means the reserve fund financial guaranty
insurance policy issued by the 2008 Certificate Insurer and deposited in the Parity Reserve Fund
pursuant to Section 2.12 hereof.

“2008 Payments” means the installment payments of interest, principal, and prepayment
premium, if any, payable by the City under and pursuant to the 2008 Supplemental Contract.

“2008 Prepayment Subaccount” means the subaccount by that name established within
the 2008 Principal Account of the 2008 Debt Service Fund pursuant to Section 4.03(b) hereof.

“2008 Principal Account” means the account by that name established within the 2008
Debt Service Fund pursuant to Section 4.03(b) hereof.

“2008 Project” means the refinancing of improvements to the Water Utility System
described in Exhibit A to the 2008 Supplemental Contract.

“2008 Purchase Fund” means the fund by that name established pursuant to Section 3.09
hereof.

“2008 Liquidity Facility Payment Account” means the account by that name established
pursuant to Section 4.08 hereof.

“2008 Sinking Fund Subaccount” means the subaccount by that name within the 2008
Principal Account of the 2008 Debt Service Fund established pursuant to Section 4.03(b) hereof.

“2008 Supplemental Contract” means that certain 2008 Supplemental Installment
Purchase Contract, dated as of May 1, 2008, by and between the City and the Authority,
supplementing the Master Contract.

“Weekly Mode” means the Mode during which the 2008 Certificates evidence interest at
the Weekly Rate.

“Weekly Rate” means the per annum interest rate with respect to the 2008 Certificates in
the Weekly Mode determined pursuant to Section 2.15(b) hereof.
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“Weekly Rate Period” means the period during which the 2008 Certificates evidence
interest at a Weekly Rate, which shall be the period commencing on Thursday of each week to
and including Wednesday of the following week, except the first Weekly Rate Period which
shall be from the Mode Change Date for the 2008 Certificates to and including the Wednesday of
the following week and the last Weekly Rate Period which shall be from and including the
Thursday of the week prior to the Mode Change Date to and including the day next preceding the
Mode Change Date.

“Written Request of the Authority” means an instrument in writing signed by the Auditor
and Treasurer of the Authority or by any other officer of the Authority duly authorized by the
Authority for that purpose.

Section 1.02. Equal Security. In consideration of the acceptance of the 2008 Certificates
by the Owners thereof, this Trust Agreement shall be deemed to be and shall constitute a contract
between the Authority and the Owners from time to time of all 2008 Certificates authorized,
executed, and delivered hereunder and then Outstanding to secure the full and final payment of
the interest, principal, and prepayment premiums, if any, evidenced and represented by the 2008
Certificates which may from time to time be authorized, executed, issued and delivered
hereunder, subject to the agreements, conditions, covenants and provisions contained herein; and
all agreements and covenants set forth herein to be performed by or on behalf of the Trustee shall
be for the equal and proportionate benefit, protection and security of all Owners without
distinction, preference or priority as to security or otherwise of any 2008 Certificates over -any
other 2008 Certificates by reason of the number or date thereof or the time of authorization, sale,
execution, or delivery thereof or for any cause whatsoever, except as expressly provided herein
or therein.

Section 1.03. New York City Time. All references herein to a particular time of day
shall be New York City time unless the context clearly otherwise requires.

ARTICLE II

THE 2008 CERTIFICATES

Section 2.01. Conditions and Terms of 2008 Certificates. The Trustee is hereby
authorized and directed to execute and deliver the 2008 Certificates in the aggregate principal
amount of $47,625,000, aggregating the principal installments of the 2008 Payments, and each
evidencing and representing a proportionate interest in the 2008 Payments.

Section 2.02. Tcrms of the 2008 Certificates.

(@) The 2008 Certificates shall be issued as fully registered securities certificates
without coupons in Authorized Denominations. The 2008 Certificates shall be registered
initially in the name of “Cede & Co.,” as nominee of DTC, the initial Securities Depository, and
shall be evidenced by one certificate in the total aggregate principal amount of the 2008
Certificates. Registered ownership of the 2008 Certificates, or any portion thereof, may not
thereafter be transferred except as set forth in Section 2.06 hereof.

(b) The 2008 Certificates shall be dated the Delivery Date.

20

SF1 1673729



(©) Except as otherwise provided in the Liquidity Facility or the Reimbursement
Agreement, or, in the case of 2008 Certificates being converted to a Fixed Rate, except as
otherwise provided in Section 2.18(d) hereof, the 2008 Certificates shall mature on
October 1, 2036. '

(d) The 2008 Certificates shall be subject to prepayment as provided in Section 2.03
hereof and optional and mandatory tender for purchase as provided in Article III.

(e) The Trustee shall identify all payments (whether made by check or by wire
transfer) of interest, principal, Purchase Price and Prepayment Price by CUSIP number of the
2008 Certificates.

® During each Interest Period for each Mode, the interest rate or rates with respect
to the 2008 Certificates shall be determined in accordance with this Article II and shall be
payable on the applicable Interest Payment Date for such Interest Period; provided that the
interest rate or rates shall not exceed the Maximum Rate. All 2008 Certificates shall evidence
interest in the same Mode, but need not evidence interest at the same rate at any one time.
Interest with respect to the 2008 Certificates accruing at the Daily Rate, Weekly Rate or Flexible
Rate shall be computed upon the basis of a 365- or 366-day year, as applicable, for the actual
number of days elapsed. Interest with respect to the 2008 Certificates accruing at a Fixed Rate or
a Term Rate shall be computed upon the basis of a 360-day year, consisting of twelve 30-day
months. Each 2008 Certificate shall evidence interest on overdue principal and, to the extent
permitted by law, on overdue interest at the rate evidenced by such 2008 Certificate on the date
on which such principal became due and payable. Notwithstanding the foregoing, the interest
rate and payment terms of Liquidity Provider Certificates shall be governed by the provisions of
the Liquidity Facility or related Reimbursement Agreement, as applicable.

(g) Interest evidenced by each 2008 Certificate shall accrue from and including the
Interest Accrual Date immediately preceding the date of authentication thereof, or, if such date of
authentication shall be an Interest Accrual Date, from such Interest Accrual Date or if such date
of authentication shall be prior to the second Interest Accrual Date, from the Delivery Date;
provided, however, that if interest evidenced by the 2008 Certificates shall be in default, interest
on the 2008 Certificates issued in exchange for 2008 Certificates surrendered for registration of
transfer or exchange shall accrue from the date to which interest has been paid in full with
respect to the 2008 Certificates or, if no interest has been paid with respect to the 2008
Certificates, from the Delivery Date.

(h) Payment of interest evidenced by the 2008 Certificates shall be made to the
person appearing on the registration books of the Trustee as the Owner thereof as of the close of
business on the applicable Record Date, such interest to be payable on each Interest Payment
Date by the Trustee (i) by check mailed on such Interest Payment Date to such Owner’s address
as it appears on the registration books of the Trustee at the close of business on the Record Date
or (ii) by wire transfer to any Owner of at least $1,000,000 aggregate principal amount of 2008
Certificates or the Liquidity Facility Provider (in the case of Liquidity Provider Certificates)
according to the written instructions provided by such Owner or the Liquidity Provider, as the
case may be, on or prior to the applicable Record Date to the Trustee, which written instructions
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shall remain in effect until revised by such Owner or Liquidity Facility Provider, as the case may
be, by an instrument in writing delivered to the Trustee.

6] If for any reason, the Liquidity Provider Certificates remain in book-entry and are
not assigned a separate CUSIP number, the Trustee shall pay the principal of, prepayment
premium, if any, and interest with respect to the 2008 Certificates (including the Liquidity
Provider Certificates) in accordance with the letter of representations with DTC computed at the
Basic Certificate Rate; and the Authority shall pay to the Trustee for payment to the Liquidity
Facility provider outside the book-entry system the remainder of (i) the interest then due with
respect to Liquidity Provider Certificates computed at the applicable interest rate minus (ii) the
interest that would then be due with respect to Liquidity Provider Certificates if such interest
were computed at the Basic Certificate Rate.

()  The principal evidenced and represented by the 2008 Certificates other than
Liquidity Provider Certificates shall be payable in lawful money of the United States of America
upon the surrender thereof on the respective 2008 Certificate Payment Date or on prepayment
prior thereto at the Corporate Trust Office of the Trustee. The principal evidenced and
represented by Liquidity Provider Certificates shall be payable in lawful money of the United
States of America by wire transfer to the Liquidity Facility Provider according to the written
instructions provided by the Liquidity Provider on or prior to the applicable 2008 Certificate
Payment Date to the Trustee, which written instructions shall remain in effect until revised by the
Liquidity Facility Provider by an instrument in writing delivered to the Trustee.

(k)  The first Mode for the 2008 Certificates shall be the Weekly Mode. The first
Weekly Rate Period for the 2008 Certificates shall be the period commencing on and including
the Delivery Date and ending on and including June 4, 2008. The First Interest Payment Date is
June 2, 2008. The Mode for the 2008 Certificates may be changed in accordance with this
Article II.

)] In the absence of manifest error, the determination of any Daily Rate, Weekly
Rate, Flexible Rate, Term Rate and Fixed Rate by the Remarketing Agent, the determination of
each Flexible Rate Period for any 2008 Certificate in a Flexible Mode by the Remarketing Agent
and the determination of the length of each Term Rate Period by the Authority shall be
conclusive and binding upon the Authority, the other Notice Parties and each Owner.

(m) In the absence of manifest error, the record of interest rates maintained by the
Trustee shall be conclusive and binding upon the Authority, the other Notice Parties and each
Owner.

Section 2.03. Prepayment of Certificates.

(2) Mandatory Sinking Fund Prepayment. Except in the event of serialization of the
2008 Certificates in accordance with Section 2.18(d) hereof, the 2008 Certificates are subject to
mandatory prepayment from Sinking Fund Payments prior to their Maturity Date, in part by lot,
on October 1 of each year on and after October 1, 2008, in accordance with the schedule set forth
below upon notice as hereinafter provided, from and in the amount of the principal installment of
the 2008 Payments due and payable on such dates, at a prepayment price equal to the sum of the
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principal amount evidenced and represented thereby plus accrued and unpaid interest evidenced
and represented thereby to the Prepayment Date, without a prepayment premium.

Certificates Sinking Fund Payments

Mandatory Sinking ‘Mandatory Sinking
Fund Payment Date Sinking Fund Fund Payment Date Sinking Fund
(October 1) Payment (October 1) Payment

2008 $290,000 2023 $2,300,000
2009 285,000 2024 2,410,000
2010 285,000 2025 2,515,000
2011 285,000 2026 2,595,000
2012 310,000 2027 2,705,000
2013 310,000 2028 2,810,000
2014 340,000 2029 2,945,000
2015 340,000 2030 3,055,000
2016 365,000 2031 3,185,000
2017 365,000 2032 3,295,000
2018 - 395,000 2033 3,430,000
2019 395,000 2034 3,570,000
2020 395,000 2035 3,705,000
2021 425,000 2036 3,870,000
2022 450,000

Notwithstanding the foregoing, no 2008 Certificate (other than a Liquidity Provider
Certificate) shall be optionally prepaid while any Liquidity Provider Certificate is Outstanding
unless all Outstanding Liquidity Provider Certificates are prepaid or purchased by the Trustee
and cancelled concurrently with such prepayment or purchase.

If for any reason, the Liquidity Provider Certificates remain in book-entry but have not
been assigned a separate CUSIP number, the Trustee shall apply the amounts in the 2008 Sinking
Fund Subaccount set aside for prepayment to the purchase from the Liquidity Facility provider of
Liquidity Provider Certificates in an aggregate principal amount not in excess of the principal
amount intended to be prepaid at a purchase price equal to the prepayment price specified above.
- The Liquidity Provider Certificates so purchased shall be cancelled by the Trustee, and the
principal amount thereof shall be credited against the principal amount of the 2008 Certificates
otherwise required to be prepaid.

Notwithstanding the foregoing, if any such 2008 Certificates have been optionally
prepaid pursuant to Section 2.03(c) hereof, the amounts of such Sinking Fund Payments shall be
reduced as directed by the Authority, or if not so directed, proportionately in increments of
Authorized Denominations by the principal amount evidenced and represented by all such 2008
Certificates so optionally prepaid.

All such Sinking Fund Payments shall be deposited in the 2008 Sinking Fund Subaccount
of the 2008 Principal Account established pursuant to Section 4.03 herecof. On each Sinking
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Fund Payment date, the Trustee shall apply the Sinking Fund Payment required on such date to
the mandatory prepayment or payment of Term Certificates, upon the notice and in the manner
provided in this Section 2.03(a) hereof; provided that, at any time prior to giving notice of such
prepayment, the Trustee may apply moneys in the 2008 Sinking Fund Subaccount to the
purchase of Term Certificates at public or private sale, as and when and at such prices (including .
brokerage and other charges) as directed in writing by the Authority, except that the purchase
price shall not exceed the prepayment price that would be payable for Term Certificates upon
prepayment by application of such Sinking Fund Payment. If, during the 12-month period
immediately preceding said Sinking Fund Payment date, the Trustee has purchased Term
Certificates with moneys in the 2008 Sinking Fund Subaccount, or, during said period and prior
to giving said notice of prepayment, the City or the Authority has deposited Term Certificates
with the Trustee (together with a request of the Authority or the City to apply such 2008
Certificates so deposited to the Sinking Fund Payment due on said Sinking Fund Payment date),
or Term Certificates were at any time purchased or prepaid by the Trustee from the 2006
Prepayment Account and allocable to said Sinking Fund Payment, such 2008 Certificates so
purchased, deposited, or prepaid shall be applied, to the extent of the full principal amount
evidenced and represented thereby, to reduce said Sinking Fund Payment.

(b)  Mandatory Prepayment of Liquidity Provider Certificates. Any Liquidity
Provider Certificates from time to time Outstanding shall be subject to mandatory prepayment in
the amounts and at the times and at the prepayment prices specified therefor in the Liquidity
Facility with the Liquidity Facility Provider applicable thereto.

(©) Optional Prepayment.

(i) Each 2008 Certificate in a Daily Mode or a Weekly Mode shall be subject
to prepayment at the option of the Authority, in whole or in part, in Authorized
Denominations on any Business Day, at a prepayment price equal to 100% of the
principal amount thereof, plus, accrued interest, if any, to the Prepayment Date, without
premium.

(il)  Flexible Rate Certificates are not subject to optional prepayment prior to
their respective Mandatory Purchase Dates. Flexible Rate Certificates shall be subject to
prepayment at the option of the Authority in whole or in part on their respective
Mandatory Purchase Dates at a prepayment price equal to 100% of the principal amount
thereof, without premium.

(iii)  Each 2008 Certificate in a Term Rate Mode shall be subject to prepayment
at the option of the Authority, in whole or in part, on each Mandatory Purchase Date
applicable to the 2008 Certificates in a Term Rate Mode, at a prepayment price equal to
100% of the principal amount thereof, without premium.

(iv)  Each Certificate in a Term Rate Mode or a Fixed Rate Mode is subject to
prepayment in whole or in part on any date (and if in part, in such order of maturity as the
Authority shall specify and within a maturity by lot or by such other method as the
Trustee determines to be fair and reasonable and in Authorized Denominations)
commencing on the Interest Payment Date next following the tenth anniversary of the
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change to a Term Rate Mode or a Fixed Mode at a prepayment price equal to 100% of the
principal amount of 2008 Certificates being prepaid, together with accrued interest, if
any, to the Prepayment Date, without premium. If the length of the Term Rate Period or
the Fixed Rate Period for the 2008 Certificates is less than ten (10) years, then the 2008
Certificates shall not be subject to optional prepayment during the Term Rate Period or
Fixed Rate Period, as applicable.

(v)  In connection with a change to a Term Rate Mode or a Fixed Rate Mode
for the 2008 Certificates, the Authority may waive or otherwise alter its rights to direct
the prepayment of the 2008 Certificates set forth in (c)(iv) above; provided that notice
describing such waiver or alteration shall be submitted to the Trustee and the
Remarketing Agent, or Fixed Rate Remarketing Agent, as applicable, together with a
Favorable Opinion of Special Counsel.

(d Reserved.

(e) Selection of 2008 Certificates. If less than all of the Outstanding 2008
Certificates are to be prepaid at any one time, the Authority shall designate the Certificate
Payment Dates or portions thereof of the 2008 Certificates to be prepaid; provided, that any
Liquidity Provider Certificates that remain outstanding shall be selected for prepayment prior to
2008 Certificates that are not Liquidity Provider Certificates. If less than all Outstanding 2008
Certificates of any particular Certificate Payment Date are to be prepaid at any one time, the
Trustee shall select the 2008 Certificates of such Certificate Payment Date to be prepaid by lot,
except that if any 2008 Certificate or portion thereof to be prepaid is a Term Certificate, the
Authority may specify in a Written Request of the Authority filed with the Trustee, the particular
Sinking Fund Payments for such Term Certificate to be prepaid. For purposes of such selection,
2008 Certificates of each Certificate Payment Date shall be deemed to be composed of
Authorized Denominations and any such Authorized Denomination may be separately prepaid.
If the Authority elects to optionally prepay 2008 Certificates pursuant to Section 2.03(c) hereof,
it will notify the Trustee of the prepayment date and the principal amount evidenced and
represented by the 2008 Certificates of each Certificate Payment Date to be prepaid on such
prepayment date at least 45 days prior to such prepayment date; provided, that the Trustee may,
at its option, waive any such notice or accept any notice received at a later date.

® Notice of Prepayment. Notice of prepayment shall be mailed by the Trustee, not
less than 30 nor more than 60 days prior to the prepayment date to (i) the respective Owners of
the 2008 Certificates designated for prepayment at their addresses appearing on the registration
books of the Trustee, (ii) the Securities Depositories and (iii) one or more Information Services.
Notice of prepayment to the Securities Depositories and the Information Services shall be given
by first-class mail, certified mail, overnight delivery or facsimile transmission or by other
approved means. Each notice of prepayment shall state the date of such notice, the prepayment
~ price, the place of prepayment (including the name and appropriate address of the Trustee), the
CUSIP number (if any) of the 2008 Certificates to be prepaid, and, if less than all of the 2008
Certificates maturing on any one Certificate Payment Date are to be prepaid, the distinctive
certificate numbers of the 2008 Certificates of such Certificate Payment Date to be prepaid and, -
in the case of 2008 Certificates to be prepaid in part only, the respective portions of the principal
amount evidenced and represented thereby to be prepaid. Each such notice shall also state that
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on said date there will become due and payable on each of said 2008 Certificates the prepayment
price thereof and in the case of a 2008 Certificate to be prepaid in part only, the specified portion
of the principal amount evidenced and represented thereby to be prepaid, together with accrued
and unpaid interest evidenced and represented thereby to the prepayment date, and that from and
after such prepayment date interest evidenced and represented thereby shall cease to accrue, and
shall require that such 2008 Certificates be then surrendered at the address of the Trustee
specified in the prepayment notice. Failure to receive such notice shall not invalidate any of the
proceedings taken in connection with such prepayment.

Any prepayment may be cancelled if the notice of such prepayment has not been mailed
to the respective Owners of the 2008 Certificates or if such notice expressly conditioned the
prepayment upon the occurrence of one or more events. Notice of any such cancellation shall be
given in the same manner as the notice of prepayment was given at least 3 Business Days pr1or to
the date scheduled for prepayment.

If notice of prepayment has been duly given as aforesaid and money for the payment of
the prepayment price of the 2008 Certificates called for prepayment is held by the Trustee, then
on the prepayment date designated in such notice, 2008 Certificates so called for prepayment
shall become due and payable, and from and after the date so designated interest evidenced and
represented by such 2008 Certificates shall cease to accrue, and the Owners of such 2008
Certificates shall have no rights in respect thereof except to receive payment of the prepayment
price thereof.

All 2008 Certificates prepaid pursuant to the provisions of this Section shall be cancelled
and destroyed by the Trustee and shall not be redelivered.

(2) No Notice of Prepayment. Notwithstanding any other provision of this Trust
Agreement to the contrary, no notice of prepayment is required to be given with respect to any
prepayment occurring on a Mandatory Purchase Date or prepayment of Liquidity Provider
Certificates.

(h) Mandatory Purchase in Lieu of Prepayment. Each Owner, by purchase and
acceptance of any 2008 Certificate irrevocably grants to the Authority the option to purchase
such 2008 Certificate on any date such 2008 Certificate is subject to optional prepayment
provided in (c) above at a purchase price equal to the prepayment price then applicable to such
2008 Certificate, plus accrued interest thereon to the date of purchase. In order to exercise such
option, the Authority shall deliver to the Trustee a Favorable Opinion of Special Counsel and
shall direct the Trustee to provide notice of mandatory purchase in lieu of prepayment, such
notice to be provided, as and to the extent applicable, in accordance with the provisions set forth
in Section 3.02 hereof. On the date fixed for purchase of any 2008 Certificate pursuant to this
Section 2.03(h), the Authority shall pay the purchase price of such 2008 Certificate to the
Trustee in immediately available funds and the Trustee shall pay the same to the Owners of the
2008 Certificates being purchased against delivery thereof. All 2008 Certificates so purchased
shall be delivered to the Trustee to hold for the benefit of the Authority or for cancellation upon
the receipt of such instructions from the Authority. Without the prior written consent of the 2008
Certificate Insurer, no 2008 Certificates shall be purchased in lieu of prepayment by the
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Authority, the City or any of its affiliates unless such 2008 Certificates are redeemed, defeased
or cancelled.

Notwithstanding any other provision of this Trust Agreement, the purchase price of any
2008 Certificate subject to mandatory purchase in lieu of prepayment pursuant to this
Section 2.03(h) shall be paid solely by the Authority and such 2008 Certificate shall not be
eligible to be purchased and shall not be purchased from a drawing on any Liquidity Facility. In
the event that the Authority lacks sufficient funds to pay the purchase price of any 2008
Certificate subject to mandatory purchase in lieu of prepayment pursuant to this Section 2.03(h)
on the date fixed for such purchase, the Authority shall cancel such mandatory purchase in lieu
of prepayment and shall return each such 2008 Certificate to the Owner who shall have tendered
such 2008 Certificate for mandatory purchase in lieu of prepayment pursuant to this
Section 2.03(h). The Trustee shall give notice that such mandatory purchase was not effected
promptly following the date fixed for such purchase. Any failure to pay the purchase price of
any 2008 Certificate subject to mandatory purchase pursuant to this Section 2.03(h) shall not
constitute an Event of Default under this Trust Agreement.

Section 2.04. Form of 2008 Certificates. The 2008 Certificates while in Weekly Mode
shall be substantially in the form set forth in Exhibit A hereto attached and by this reference
herein incorporated. Upon a change in Mode of the 2008 Certificates to another Mode, and upon
any subsequent change from one Mode to another Mode, a new form of 2008 Certificate shall be
prepared, if and to the extent necessary, which contains the terms of the 2008 Certificates
applicable in the new Mode. :

Section 2.05. Execution of 2008 Certificates. The 2008 Certificates shall be executed by
the Trustee by the manual signature of an authorized officer or signatory of the Trustee.

Section 2.06. Transfer and Payment of 2008 Certificates. Any 2008 Certificates may, in
accordance with its terms, be transferred in the books required to be kept pursuant to the
provisions of Section 2.08 hereof by the person in whose name it is registered, in person or by
his duly authorized attorney, upon surrender of such 2008 Certificates at the Corporate Trust
Office of the Trustee for cancellation accompanied by delivery of a duly executed written
instrument of transfer in a form acceptable to the Trustee. Whenever any 2008 Certificate or
2008 Certificates shall be surrendered for transfer, the Trustee shall execute and deliver to the
transferee a new 2008 Certificate or 2008 Certificates of the same Certificate Payment Date
evidencing and representing a like aggregate principal amount in Authorized Denominations.
The Trustee shall require the payment by the Owner requesting such transfer of any tax or other
governmental charge required to be paid with respect to such transfer as a condition precedent to
the exercise of such privilege.

The Trustee may deem and treat the registered owner of any 2008 Certificates as the
absolute owner of such 2008 Certificates for the purpose of receiving payment thereof and for all
other purposes, whether such 2008 Certificates shall be overdue or not, and the Trustee shall not
be affected by any notice or knowledge to the contrary; and payment of the interest and principal
and prepayment premium, if any, evidenced and represented by such 2008 Certificates shall be
made only to such registered owner, which payments shall be valid and effectual to satisfy and
discharge liability on such 2008 Certificates to the extent of the sum or sums so paid.
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Except with respect to tenders pursuant to Sections 3.01 and 3.02 herein, the Trustee shall
not be required to register the transfer of any 2008 Certificate during the period commencing on
the date 15 days preceding the selection of 2008 Certificates for prepayment and ending on the
date of mailing of notice of such prepayment, or any 2008 Certificate which has been selected
for prepayment in whole or in part, from and after the day of mailing of a notice of prepayment
of such 2008 Certificates selected for prepayment in whole or in part as provided in Section 2.03
hereof.

Section 2.07. Exchange of Certificates. 2008 Certificates may be exchanged at the
Corporate Trust Office of the Trustee for 2008 Certificates evidencing and representing a like
aggregate principal amount of 2008 Certificates of the same Certificate Payment Date of other
Authorized Denominations. The Trustee shall require the payment by the Owner requesting such
exchange of any tax or other governmental charge required to be paid with respect to such
exchange as a condition precedent to the exercise of such privilege.

Except with respect to tenders pursuant to Sections 3.01 and 3.02 herein, the Trustee shall
not be required to exchange any 2008 Certificate during the 15-day period preceding the
selection of 2008 Certificates for prepayment, or any 2008 Certificate which has been selected
for prepayment in whole or in part, from and after the day of mailing of a notice of prepayment
of such 2008 Certificates selected for prepayment in whole or in part as provided in Section 2.03
hereof. ‘

Section 2.08. Certificate Registration Books. The Trustee will keep at its Corporate
Trust Office sufficient books for the registration and transfer of the 2008 Certificates which shall
at all times be open to inspection by the Authority during regular business hours with reasonable
prior notice, and upon presentation for such purpose the Trustee shall, under such reasonable
regulations as it may prescribe, register or transfer the 2008 Certificates in such books as
hereinabove provided.

Section 2.09. Mutilated, Destroyed, Stolen or Lost Certificates. If any 2008 Certificate
shall become mutilated the Trustee, at the expense of the Owner, shall thereupon execute and
deliver a new 2008 Certificate of like tenor and amount in exchange and substitution for the 2008
Certificate so mutilated, but only upon surrender to the Trustee of the 2008 Certificate so
mutilated. Every mutilated 2008 Certificate so surrendered to the Trustee shall be cancelled and
destroyed.

If any 2008 Certificate shall be lost, destroyed or stolen, evidence of such loss,
destruction or theft may be submitted to the Trustee and, if such evidence is satisfactory to the
Trustee and indemnity satisfactory to the Trustee has been given, the Trustee, at the expense of
the Owner, shall thereupon execute and deliver a new 2008 Certificate of like tenor in lieu of and
in substitution for the 2008 Certificate so lost, destroyed or stolen.

The Trustee may require payment of a reasonable sum for each new 2008 Certificate
delivered under this Section 2.09 and of the expenses which may be incurred by the Authority
and the Trustee in the premises. Any 2008 Certificate executed and delivered under the
provisions of this Section in lieu of any 2008 Certificate alleged to be lost, destroyed or stolen
shall be equally and proportionately entitled to the benefits of this Trust Agreement with all other
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2008 Certificates secured by this Trust Agreement. The Trustee shall not be required to treat
both the original 2008 Certificate and any replacement 2008 Certificate as being Outstanding for
the purpose of determining the principal amount of 2008 Certificates which may be executed and
delivered hereunder or for the purpose of determining any percentage of 2008 Certificates
Outstanding hereunder, but both the original and replacement 2008 Certificate shall be treated as
one and the same.

Section 2.10. Temporary Certificates. The 2008 Certificates executed and delivered
under this Trust Agreement may be initially executed and delivered in temporary form
exchangeable for definitive 2008 Certificates when ready for delivery. The temporary 2008
Certificates may be printed, lithographed or typewritten, shall be of such denominations as may
be determined by the Trustee, shall be in fully registered form and may contain such reference to
any of the provisions of this Trust Agreement as may be appropriate. Every temporary 2008
Certificate shall be executed and delivered by the Trustee, upon the same conditions and terms
and in substantially the same manner as definitive 2008 Certificates. If the Trustee executes and
delivers temporary 2008 Certificates it will execute and furnish definitive 2008 Certificates and
thereupon the temporary 2008 Certificates may be surrendered, for cancellation, in exchange
therefor at the Corporate Trust Office of the Trustee, and the Trustee shall deliver in exchange
for such temporary 2008 Certificates definitive 2008 Certificates evidencing and representing an
equal aggregate principal amount of 2008 Certificates of Authorized Denominations. Until so
exchanged, the temporary 2008 Certificates shall be entitled to the same benefits under this Trust
Agreement as definitive 2008 Certificates delivered hereunder.

Section 2.11. Use of Book-Entry System for Certificates.

(a) The 2008 Certificates initially shall be delivered in the form of a single executed
fully registered securities certificate for each stated Maturity Date of such 2008 Certificates,
representing the aggregate principal amount evidenced and represented by the 2008 Certificates
of such Maturity Date. Upon initial delivery, the ownership of all such 2008 Certificates shall be
registered in the registration records maintained by the Trustee pursuant to Section 2.08 hereof in
the name of Cede & Co., as nominee of DTC, or such other nominee as DTC shall request
pursuant to the Representation Letter. The Trustee may treat DTC (or its nominee) as the sole
and exclusive owner of the 2008 Certificates registered in its name for the purposes of payment
of the principal or prepayment price and interest evidenced and represented by such 2008
Certificates, selecting the 2008 Certificates or portions thereof to be prepaid, giving any notice
permitted or required to be given to Owners hereunder, registering the transfer of 2008
Certificates, obtaining any consent or other action to be taken by Owners of the 2008 Certificates
and for all other purposes whatsoever; and the Trustee shall not be affected by any notice to the
contrary. Neither the Trustee nor the Authority shall have any responsibility or obligation to any
Participant (which shall mean, for purposes of this Section, securities brokers and dealers, banks,
trust companies, clearing corporations and other entities, some of whom directly or indirectly
own DTC), any person claiming a beneficial ownership interest in the 2008 Certificates under or
through DTC or any Participant, or any other person which is not shown on the registration
records as being an Owner of 2008 Certificates, with respect to (i) the accuracy of any records
maintained by DTC or any Participant, (ii) the payment by DTC or any Participant of any
amount in respect of the principal or prepayment price or interest evidenced and represented by
the 2008 Certificates (iii) any notice which is permitted or required to be given to Owners of
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2008 Certificates hereunder, (iv) the selection by DTC or any Participant of any person to
receive payment in the event of a partial prepayment of the 2008 Certificates, or (v) any consent
given or other action taken by DTC as Owner of 2008 Certificates. Notwithstanding anything to
the contrary herein, the Trustee shall pay all principal, prepayment premium, if any, and interest
evidenced and represented by the 2008 Certificates only at the times, to the accounts, at the
addresses and otherwise in accordance with the Representation Letter, and all such payments
shall be valid and effective to satisfy fully and discharge the principal, prepayment premium, if
any, and interest evidenced and represented by the 2008 Certificates to the extent of the sum or
sums so paid. Upon delivery by DTC to the Trustee of written notice to the effect that DTC has
determined to substitute a new nominee in place of its then existing nominee, the 2008
Certificates will be transferable to such new nominee in accordance with subsection (c) of this
Section.

(b) In the event that the Authority determines that it is in the best interests of the
beneficial owners of the 2008 Certificates that they be able to obtain securities certificates, the
Trustee shall, upon the written instruction of the Authority, so notify DTC, whereupon DTC
shall notify the Participants of the availability through DTC of securities certificates. In such -
event, the 2008 Certificates will be transferable in accordance with subsection (c¢) of this Section.
DTC may determine to discontinue providing its services with respect to the 2008 Certificates at
any time by giving written notice of such discontinuance to the Authority and the Trustee and
discharging its responsibilities with respect thereto under applicable law. In such event, the 2008
Certificates will be transferable in accordance with subsection (¢) of this Section. Whenever
DTC requests the Authority and the Trustee to do so, the Trustee and the Authority will
cooperate with DTC in taking appropriate action after reasonable notice to arrange for another
securities depository to maintain custody of all certificates evidencing the 2008 Certificates then
Outstanding. In such event, the 2008 Certificates will be transferable to such securities
depository in accordance with subsection (c¢) of this Section, and thereafter, all references in this
Trust Agreement to DTC or its nominee shall be deemed to refer to such successor securities
depository and its nominee, as appropriate.

(©) In the event that any transfer or exchange of 2008 Certificates is authorized under
subsection (a) or (b) of this Section, such transfer or exchange shall be accomplished upon
receipt by the Trustee from the registered owner thereof of the 2008 Certificates to be transferred
or exchanged and appropriate instruments of transfer to the permitted transferee, all in
accordance with the applicable provisions of Sections 2.06 and 2.07 hereof. In the event
securities certificates are delivered to Owners other than Cede & Co., its successor as nominee
for DTC as Owner of all the 2008 Certificates, another securities depository as Owner of all the
2008 Certificates, or the nominee of such successor securities depository, the provisions of
Sections 2.06 and 2.07 hereof shall also apply to, among other things, the registration, exchange
and transfer of the 2008 Certificates and the method of payment of principal, prepayment
premium, if any, and interest evidenced and represented by the 2008 Certificates.

(d) Liquidity Provider Certificates. Notwithstanding any other provisions hereof, the
Trustee shall take all necessary action to obtain a separate CUSIP number and to qualify
Liquidity Provider Certificates for book-entry in accordance with the procedures of DTC. If for
any reason the Liquidity Provider Certificates are not assigned a separate CUSIP number or if a
separate CUSIP number has been assigned but the Liquidity Provider so elects, at the request of
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the Liquidity Facility Provider, Liquidity Provider Certificates shall be registered in the name of
the Liquidity Facility Provider or its nominees or registered assigns, and not in the name of the
Depository, DTC, Cede & Co. or other nominee or its registered assign. In such case, the
-Trustee shall take all necessary action to withdraw Liquidity Provider Certificates from the
Depository in order to register Liquidity Provider Certificates in the name of the Liquidity
Facility Provider, or the nominee or registered assigns thereof.

Section 2.12. Authorization of Delivery of 2008 Certificates; Application of Proceeds.
On the Delivery Date, the Trustee authorized the execution and delivery of the 2008 Certificates
to the purchaser thereof upon the Written Request of the Authority and upon receipt of the
proceeds of the sale thereof. Upon receipt of the proceeds of the sale of the 2008 Certificates
from the purchaser thereof (in the amount of $46,581,988.19 (representing the $47,625,000.00
aggregate principal amount of the 2008 Certificates, less underwriter’s discount of $153,920.63,
and less $826,615.80 transferred by the purchaser at the request of the Authority to the 2008
Certificate Insurer as payment of the premium for the 2008 Certificate Insurance Policy and
$62,475.38 transferred by the purchaser at the request of the Authority to the 2008 Certificate
Insurer as payment of the premium for the 2008 Parity Reserve Fund Insurance Policy), the
Trustee set aside and deposited the proceeds received from such sale in the following respective
accounts or funds or with the following respective persons, in the following order of priority:

(a) the Trustee deposited to the 2006 Debt Service Fund, established pursuant
to Section 4.03 of the 2006 Trust Agreement, the amount of $46,275,000.00;

(b) the Trustee deposited to the Parity Reserve Fund, created pursuant to the
1997 Trust Agreement, the amount of $36.57; and :

(c) the Trustee deposited the remainder of the proceeds of sale of the 2008
Certificates (such amount being $306,951.62) in the Costs of Issuance Fund established
pursuant to Section 4.05 hereof.

Simultaneously with the deposit of proceeds, the Trustee (i) retained in the Parity
Reserve Fund, created pursuant to the 1997 Trust Agreement, which fund was continued
pursuant to Section 4.04 hereof, the amount of $1,834,515.50 from amounts in the Parity
Reserve Fund deposited from the proceeds 2006 Certificates and (ii) deposited in the Parity
Reserve Fund the 2008 Parity Reserve Fund Insurance Policy, together being an amount
sufficient to cause the balance on deposit in, or credited to the Parity Reserve Fund to be equal to
the Reserve Fund Requirement upon delivery of the 2008 Certificates.

Section 2.13. Reserved.

Section 2.14. Determination of Flexible Rates and Interest Periods During Flexible
Mode. An Interest Period for the 2008 Certificates in the Flexible Mode shall be of such
duration of from one to 397 calendar days, ending on a day preceding a Business Day or the
Maturity Date, as the Remarketing Agent shall determine in accordance with the provisions of
this Section 2.14. In making the determinations with respect to Interest Periods, subject to
limitations imposed by the immediately preceding sentence, on each Rate Determination Date
for a Flexible Rate Certificate, the Remarketing Agent shall select the Interest Period that would
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result in the Remarketing Agent being able to remarket the 2008 Certificates at par in the
secondary market at the lowest average interest cost under then-existing marketing conditions;
provided, however, that if the Remarketing Agent has received notice from the Authority to the
effect that the Mode for the 2008 Certificates is to be changed from the Flexible Mode to any
other Mode, the Remarketing Agent shall select Interest Periods that do not extend beyond the
resulting Mode Change Date. The Flexible Rate for the 2008 Certificates in a Flexible Mode
shall be the rate of interest per annum determined by the Remarketing Agent to be the minimum
interest rate which, if evidenced by the 2008 Certificates, would enable the Remarketing Agent
to sell the 2008 Certificates under then existing market conditions, including length of Interest
Period, on the effective date of such rate at a price equal to the principal amount thereof. Each
2008 Certificate in a Flexible Mode may evidence interest at a different Flexible Rate and may
have an Interest Period within the Flexible Mode which differs from the Interest Period
applicable to any 2008 Certificate in a Flexible Mode.

The Trustee, in consultation with the Remarketing Agent, shall take such actions as shall
be necessary to distinguish 2008 Certificates having different Flexible Rate Periods, which
actions may include obtaining different CUSIP numbers if determined desirable by the Trustee
or the Remarketing Agent.

By 1:00 p.m. New York City time on each Rate Determination Date, the Remarketing
Agent, with respect to each 2008 Certificate in the Flexible Mode that is subject to adjustment on
such Rate Determination Date, shall determine the Flexible Rate for the Interest Period then
selected for such 2008 Certificate and shall give notice of the Interest Period, the Purchase Date
and the Flexible Rate for such 2008 Certificate, such notice to be given by Electronic means to
the Trustee and the Authority. The Remarketing Agent shall make the Flexible Rate and Interest
Period available after 2:00 p.m. New York City time on each Rate Determination Date by
telephone or Electronic means to any Beneficial Owner or Notice Party other than the Authority
requesting such information.

In the event the use of the Book-Entry System is discontinued, in order to receive
payment of the Purchase Price of any 2008 Certificate in the Flexible Mode, the Owner of such
2008 Certificate must present such 2008 Certificate to the Trustee, by 12:00 noon New York
City time on the applicable Mandatory Purchase Date. Upon receipt of such 2008 Certificate by
12:00 noon New York City time on a Mandatory Purchase Date, the Trustee shall pay the
Purchase Price to such Owner by 2:30 p.m. New York City time on such Mandatory Purchase
Date.

Section 2.15. Determination of Interest Rates During the Daily Mode and the Weekly
Mode. The interest rate for the 2008 Certificates during the Daily Mode or Weekly Mode shall
be the rate of interest per annum determined by the Remarketing Agent on and as of the
applicable Rate Determination Date as the minimum rate of interest which, in the opinion of the
Remarketing Agent under then-existing market conditions, would result in the sale of the 2008
Certificates in the Daily Rate Period or Weekly Rate Period, as applicable, at a price equal to
100% of the principal amount thereof.

(@) During the Daily Mode, the Remarketing Agent shall establish the Daily
Rate by 10:00 a.m. New York City time on each Rate Determination Date. The Daily
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Rate for any day during the Daily Mode which is not a Business Day shall be the Daily
Rate established on the immediately preceding Rate Determination Date.  The
Remarketing Agent shall make the Daily Rate available no less frequently than once each
week by telephone or Electronic means to the Authority, each other Notice Party and any
Beneficial Owner requesting such rate.

(b) During the Weekly Mode, the Remarketing Agent shall establish the
Weekly Rate by 4:00 p.m. New York City time on each Rate Determination Date. The
Weekly Rate shall be in effect during the applicable Weekly Rate Period. The
Remarketing Agent shall make the Weekly Rate available no later than 5:00 p.m. New
York City time on the Business Day following the Rate Determination Date by telephone
or Electronic means to the Authority, each other Notice Party and any Beneficial Owner
requesting such rate.

Section 2.16. Determination of Term Rates and Fixed Rates.

(@ Term Rates. The interest rate for the 2008 Certificates in the Term Rate Mode
shall be the minimum rate which, in the opinion of the Remarketing Agent, would result in a sale
of the 2008 Certificates, under then existing market conditions, at a price equal to 100% of the
principal amount thereof on the Rate Determination Date for a Term Rate Period of the duration
selected by the Authority, written notice of which shall have been delivered by the Authority to
the Remarketing Agent prior to such Rate Determination Date. Notwithstanding the foregoing,
if the Authority shall deliver a Favorable Opinion of Special Counsel, the interest rate set for
some or all of the affected 2008 Certificates may include a premium or a discount. In no event
shall any Term Rate be greater than the Maximum Rate and no Term Rate Period may extend
beyond the Maturity Date.

The Term Rate shall be determined by the Remarketing Agent not later than 4:00 p.m.
New York City time on the Rate Determination Date and the Remarketing Agent shall make the
Term Rate available by telephone or Electronic means after 5:00 p.m. New York City time on
- the Rate Determination Date to the Authority and each other Notice Party requesting such Term
Rate. A copy of each such notice shall be provided to the 2008 Certificate Insurer. -

Except as is otherwise provided in Section 2.17 hereof, once the 2008 Certificates are
changed to a Term Rate Mode, the 2008 Certificates shall continue in the Term Rate Mode until
changed to another Mode in accordance with Section 2.18 hereof. If the Authority shall have
failed to select a new Term Rate Period prior to the applicable Rate Determination Date for such
new Term Rate Period, the new Term Rate Period shall be the same length as the current Term
Rate Period; provided however, that no Term Rate Period may extend beyond the Maturity Date.

(b) Fixed Rates. The Fixed Rate for the 2008 Certificates when being converted from
a Short-Term Mode or a Term Rate Mode to the Fixed Rate Mode shall be determined by the
Fixed Rate Remarketing Agent in the following manner: not later than 4:00 p.m. New York City
time on the applicable Rate Determination Date, the Fixed Rate Remarketing Agent shall
determine the Fixed Rate or Fixed Rates, as applicable. The Fixed Rate or Fixed Rates shall be
the minimum interest rate(s) which, in the opinion of the applicable Fixed Rate Remarketing
Agent, will result in a sale of the 2008 Certificates at a price equal to the principal amount
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thereof on the Rate Determination Date. Notwithstanding the foregoing, if the Authority shall
deliver a Favorable Opinion of Special Counsel, the interest rate set for some or all of the 2008
Certificates may include a premium or a discount. The Fixed Rate Remarketing Agent shall
make the Fixed Rate or Fixed Rates, as applicable, available by telephone or by Electronic
means after 5:00 p.m. New York City time on the Rate Determination Date to the Authority and
each other Notice Party requesting notice of such Fixed Rate or Fixed Rates. A copy of each
such notice shall be provided to the 2008 Certificate Insurer. The Fixed Rate or Rates, as
applicable, so established for the 2008 Certificates shall remain in effect until the Maturity Date
or Maturity Dates, as applicable, of the 2008 Certificates.

Section 2.17. Alternate Rates. When the 2008 Certificates are in a Daily Mode, a
Weekly Mode, a Flexible Rate Mode or a Term Rate Mode, the following provisions shall apply
in the event (i) the Remarketing Agent fails or is unable to determine the interest rate for the
2008 Certificates or to determine the interest rate or Flexible Rate Period for the 2008
Certificates within the Flexible Mode, (ii) the method by which the Remarketing Agent
determines the interest rate or Interest Period with respect to the 2008 Certificates (or the
selection by the Authority of the duration of a Term Rate Period for the 2008 Certificates) shall
be held to be unenforceable by a court of law of competent jurisdiction, or (iii) the Remarketing
Agent suspends its remarketing effort in accordance with the provisions of the Remarketing
Agreement. The provisions set forth in this Section shall continue to apply until such time as the
Remarketing Agent (or the Authority, if applicable) resumes making such determinations. In the
case of clause (ii) above, the Remarketing Agent (or the Authority, if applicable) shall resume
making such determination at such time as there is delivered to the Remarketing Agent or the
Authority, as applicable, an opinion of Special Counsel to the effect that there are no longer any
legal prohibitions against the Remarketing Agent or Authority, as applicable, making such
determinations.

The following shall be the methods by which the interest rates and, in the case of the
Flexible Rate Mode and Term Rate Modes, the Interest Periods, shall be determined for the 2008
Certificates or for any Flexible Rate Certificate as to which any of the events described in
clauses (i), (i1) or (iii) above shall be applicable. Such methods shall be applicable from and
after the date any of the events described in clauses (i), (ii) or (iii) of the immediately preceding
paragraph shall become applicable until such time as the events described in clauses (i), (ii) or
(iii) of the immediately preceding paragraph are no longer applicable to the 2008 Certificates or
any Flexible Rate Certificate. Notwithstanding any other provision herein, these provisions shall
not apply with respect to the selection of the length of the Term Rate Period for the 2008
Certificates in a Term Rate Mode if the Authority fails to select the length of the Term Rate
Period for the 2008 Certificates for a reason other than as described in clause (ii) of the
immediately preceding paragraph.

(a) For Flexible Rate Certificates, the next Interest Period shall be from, and
including, the first day following the last day of the current Interest Period for the applicable
Flexible Rate Certificates to, but excluding, the next succeeding Business Day, and thereafter the
Interest Period for such Flexible Rate Certificate shall commence on each Business Day and
extend to, but exclude, the next succeeding Business Day. For each such Interest Period, the
interest rate for such Flexible Rate Certificates shall be the appllcable Alternate Rate in effect on
the Business Day that begins an Interest Period.
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(b)  If the 2008 Certificates are in a Daily Mode or a Weekly Mode, then the 2008
Certificates shall evidence interest during each subsequent Interest Period for the 2008
Certificates at the Alternate Rate in effect on the first day of such Interest Period.

©) If the 2008 Certificates are in a Term Rate Mode, then the 2008 Certificates shall
automatically convert to a Flexible Rate Mode, with an Interest Period commencing on the first
day following the last day of the current Interest Period for the 2008 Certificates to, but
excluding, the next succeeding Business Day, and thereafter the Interest Period for the 2008
Certificates shall commence on each Business Day and extend to, but exclude, the next
succeeding Business Day. For each such Interest Period, the interest rate for the 2008
Certificates shall be the applicable Alternate Rate in effect at the beginning of each such Interest
Period. '

Section 2.18. Changes in Mode. Subject to compliance with the provisions set forth in
this Section, the Authority may elect to effect a change in Mode with respect the 2008
Certificates (other than the 2008 Certificates in a Fixed Rate Mode); provided that all the 2008
Certificates of any series shall be converted.

(a) Changes to Modes Other Than Fixed Rate Mode. At the option of the Authority,
the 2008 Certificates (other than the 2008 Certificates being changed to a Fixed Rate Mode,
which shall be governed by the provisions set forth in Section 2.18(d) hereof) may be changed
from one Mode to another Mode (other than a Fixed Rate Mode) as set forth below:

(1) Notice by Authority. At least five (5) Business Days (or such shorter time
as may be agreed to by the Authority, the Trustee and the Remarketing Agent) prior to
the date that notice of the proposed Mode Change Date is required to be given to the
Owners by the Trustee as specified below, the Authority shall give written notice to each
of the Notice Parties of its intention to effect a change in the Mode from the Mode then
prevailing (for purposes of this Section, the “Current Mode”) to another Mode (for
purposes of this Section, the “New Mode”) which shall be specified in such written
notice. Such notice to the Notice Parties shall specify the proposed Mode Change Date
and shall also include a statement as to whether a Liquidity Facility is expected to be in
effect with respect to the 2008 Certificates following such change and, if a Liquidity
Facility is expected to be in effect, such notice shall identify the anticipated provider of
such Liquidity Facility. If the change is to a Term Rate Mode, such notice shall specify
the length of the initial Term Rate Period.

(ii)) Notice to Owners. Notice of the proposed change in Mode, unless
otherwise specified in Section 2.18(d) hereof, shall be given by the Trustee to the Owners
of the 2008 Certificates not less than the 15th day next preceding the applicable Mode
Change Date; provided that no notice need be given for a Mode Change Date occurring
on the first Business Day following the last day of a Flexible Rate Period or a Term Rate
Mode or on a Substitution Date. Such notice shall state the Mode to which the
conversion will be made and the proposed Mode Change Date and, if applicable, shall be
combined with the notice of mandatory purchase required to be delivered by the Trustee
pursuant to Section 3.02 hereof. If the Book-Entry System is no longer in effect, such
notice shall also provide information with respect to required delivery of physical 2008
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Certificates and procedures for payment of Purchase Price. Notwithstanding any other
provision of this Trust Agreement, the Trustee shall not mail such written notice if the
2008 Certificates are being converted from a Flexible Mode until the Trustee shall have
received a written confirmation from the Remarketing Agent to the effect that no Interest
Period for the 2008 Certificates extends beyond the proposed Mode Change Date. The
Trustee shall provide a copy of such notice to the Authority and to each of the other
Notice Parties.

(i)  Determination of Interest Rates and Interest Periods. The New Mode shall
commence on the Mode Change Date and the interest rate(s), together, in the case of a
change to the Flexible Mode, with the Interest Period or Interest Period(s), as applicable,
shall be determined by the Remarketing Agent (or the Authority in the case of the Interest -
Period for the 2008 Certificates being converted to a Term Rate Mode) in the manner
provided in Section 2.14, Section 2.15 and Section 2.16 hereof, as applicable.

(iv)  Conditions Precedent:

: (A)  The Mode Change Date shall be: (1) in the case of a change from a
Flexible Mode, the next Mandatory Purchase Date for all of the Flexible Rate
2008 Certificates; (2) in the case of a change from a Daily Mode or a Weekly
Mode, any Business Day; and (3) in the case of a change from a Term Rate Mode
to another Mode, or from a Term Rate Period to a Term Rate Period of a different
duration, the Mode Change Date shall be limited to (aa) any Interest Payment
Date on which the 2008 Certificates are subject to optional prepayment or (bb) the
last Interest Payment Date of the current Term Rate Period.. The 2008 Certificates
shall be subject to mandatory tender for purchase on such Mode Change Date in
accordance with Section 3.02 hereof, and, except as is otherwise provided herein,

- the 2008 Certificates shall be purchased on the Mode Change Date at a Purchase
Price equal to 100% of the principal amount thereof; provided, however, that if
the 2008 Certificates are to be purchased on an Interest Payment Date other than
the last Interest Payment Date applicable to the 2008 Certificates, and if the 2008
Certificates would otherwise be subject to optional prepayment on such Mode
Change Date at a prepayment price of more than 100% of the principal amount
thereof, then the 2008 Certificates shall be purchased at a Purchase Price equal to
such prepayment price.

(B)  If the 2008 Certificates to be converted are in the Flexible Mode,
no Interest Period for the 2008 Certificates set after delivery by the Authority to
the Remarketing Agent of the notice of the intention to effect a change in Mode
shall extend beyond the day preceding the proposed Mode Change Date.

(C) As and to the extent applicable, the Authority shall select a
Remarketing Agent for the 2008 Certificates, and shall provide for the delivery of
a Liquidity Facility if required.

(D)  The Authority shall have obtained and provided to the Trustee the
written consent of the 2008 Certificate Insurer to the change in Mode.
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(E)  The following items shall have been delivered to the Authority,
Trustee, the 2008 Certificate Insurer and the Remarketing Agent on or prior to the
Mode Change Date:

(D in the case of a change from any Mode other than a change
from a Daily Mode to a Weekly Mode or a change from a Weekly Mode
to a Daily Mode, a Favorable Opinion of Special Counsel dated the Mode
Change Date;

(2)  if there is to be a Liquidity Facility delivered in connection
with such change, the items required by Section 3.11 hereof; and

3) a notice from the Rating Agencies of the rating(s) to be
assigned to the 2008 Certificates on such Mode Change Date.

(v)  Rescission of Election. The Authority may rescind any election by it to
change a Mode in accordance with this Section 2.18(a) as provided in Section 2.18(f)
hereof.

(b) Reserved.
(c) Reserved.

(d Change to Fixed Rate Mode. At the option of the Authority, the 2008 Certificates
(other than the 2008 Certificates in a Fixed Rate Mode) may be converted to a Fixed Rate Mode.
Any such conversion shall be made as set forth below. '

(i) Mode Change Date Provisions. The Mode Change Date shall be:

(A) in the case of a change from a Flexible Mode, the next Mandatory
Purchase Date for the Flexible Rate 2008 Certificates of the 2008 Certificates;

(B)  in the case of a change from a Daily Mode or a. Weekly Mode, any
Business Day; and

(C)  in the case of a change from a Term Rate Mode, the Mode Change
Date shall be limited to. (1) any Interest Payment Date on which the 2008
Certificates are subject to optional prepayment or (2)the next Mandatory
Purchase Date for the 2008 Certificates being converted, as the case may be. The
2008 Certificates in a Term Rate Mode shall be subject to mandatory tender for
purchase pursuant to Section 3.02 hereof and shall be purchased on such Mode
Change Date at a Purchase Price equal to 100% of the principal amount thereof;,
provided that if the 2008 Certificates would otherwise be subject to optional
prepayment on such Mode Change Date at a prepayment price of more than 100%
of the principal amount thereof, the 2008 Certificates shall be purchased at a
Purchase Price equal to such prepayment price.
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(i)  Serialization Provisions. - Upon conversion of the 2008 Certificates to a
Fixed Rate Mode, unless otherwise directed by the Authority, the 2008 Certificates will
be converted to Serial Certificates maturing in such years and such principal amounts as
correspond to the years and principal amounts set forth in the mandatory Sinking Fund
Payment schedule set forth in Section 2.03 hereof

(iii)  Notice by Authority. At least 5 Business Days (or such shorter time as
may be agreed to by the Trustee, and the Remarketing Agent, if any) prior to the date that
notice of the Mode Change Date is required to be given to the Owners by the Trustee as
specified in paragraph (iii) below, the Authority shall give written notice to each of the
Notice Parties. Such notice shall state that the Mode will be changed to the Fixed Rate
Mode, shall set forth the proposed Mode Change Date, and shall be accompanied by the
appointment of one or more firms of investment bankers to remarket the 2008
Certificates being changed to the Fixed Rate Mode (such firm or firms of investment
bankers being hereinafter referred to as the “Fixed Rate Remarketing Agent”). Together
with such notice, the Authority shall file with the Trustee and the 2008 Certificate Insurer
a Favorable Opinion of Special Counsel. No conversion to a Fixed Rate Mode shall
occur unless the Authority shall also file with the Trustee and the 2008 Certificate Insurer
a Favorable Opinion of Special Counsel to the same effect dated the Mode Change Date.

(iv)  Notice to Owners. Not less than the 15th day next preceding the Mode
Change Date, the Trustee shall mail notice of such proposed change to the Owners of the
2008 Certificates, such notice to state that the Mode on the 2008 Certificates will be-
changed to a Fixed Rate Mode and to set forth the proposed Mode Change Date. Such
notice shall be combined with the notice of mandatory purchase required to be delivered
by the Trustee pursuant to Section 3.02 hereof. If the Book-Entry System is no longer in
effect, such notice shall also provide information with respect to required delivery of
physical 2008 Certificates and the procedures for payment of Purchase Price.
Notwithstanding any other provision of this Trust Agreement, the Trustee shall not mail
such written notice if the 2008 Certificates are being converted from a Flexible Mode
until the Trustee shall have received a written confirmation from the Remarketing Agent
to the effect that no Interest Period for the 2008 Certificates extends beyond the proposed
Mode Change Date. The Trustee shall provide a copy of such notice to the Authority and
to each of the other Notice Parties.

(v)  General Provisions Applying to Change to Fixed Rate Mode. The change
to a Fixed Rate Mode shall not occur unless the Authority shall have selected a Fixed
Rate Remarketing Agent to remarket the 2008 Certificates being changed to the Fixed
Rate Mode and the following items shall have been delivered to the Authority and each
of the Notice Parties, such items to be delivered on or prior to the Mode Change Date:

(A) a Favorable Opinion of Special Counsel dated the Mode Change
Date;

(B)  the written consent of the 2008 Certificate Insurer to the change in
Mode; and : A
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(C)  notice from the Rating Agencies of the rating(s) to be assigned the
2008 Certificates on such Mode Change Date.

(vi)  Determination of Fixed Rates. The Fixed Rate (or Fixed Rates in the case
of Serial Certificates) for the 2008 Certificates shall be established by the applicable
Fixed Rate Remarketing Agent on the Rate Determination Date applicable thereto. Such
Fixed Rate Remarketing Agent shall set the interest rate or interest rates with respect to
the 2008 Certificates in accordance with the provisions set forth in Section 2.16(b)
hereof. Such Fixed Rate or Fixed Rates, as applicable, shall remain in effect until the
Maturity Date or Maturity Dates, as applicable, of the 2008 Certificates. The applicable
Remarketing Agent shall make the Fixed Rate or Rates available by telephone or
Electronic means not later than 5:00 p.m., New York City time, on the Rate
Determination Date to the Authority, the Trustee and each of the other Notice Parties
requesting such notice.

(vii)  Modification of Serialization Provisions, Prepayment Provisions and
Price. Upon conversion of the 2008 Certificates to a Fixed Rate Mode, the 2008
Certificates shall be subject to the serialization provisions set forth in subsection (ii)
above, shall be subject to the optional prepayment and mandatory sinking fund
prepayment provisions set forth in Section 2.03 hereof and shall be remarketed at par.
Notwithstanding the foregoing or any other provision of this Trust Agreement to the
contrary, the Authority may elect to change the serialization provisions, the optional
prepayment provisions or the mandatory sinking fund prepayment provisions and/or
remarket some or all of the 2008 Certificates at a premium or discount to par if the
Authority shall file with the Trustee and the 2008 Certificate Insurer a Favorable Opinion
of Special Counsel.

(viii)  Rescission of Election. The Authority may rescind any election by it to
change a Mode in accordance with this Section 2.18(d) as provided in Section 2.18(f)
hereof. -

(e) Failure to Satisfy Conditions Precedent to a Mode Change. In the event that the
Authority has not withdrawn any election by it to change a Mode as provided herein and the
conditions described above in subsections (a), (b), (c) or (d) of this Section, as applicable, have
not been satisfied by the applicable Mode Change Date, then the New Mode shall not take effect
(although any mandatory purchase shall be made on such date if notice has been sent to the
Owners stating that the 2008 Certificates would be subject to mandatory purchase on such date).
If the failed change in Mode was from a Flexible Mode, the 2008 Certificates shall remain in the
Flexible Mode with interest rates and Interest Periods to be established by the Remarketing
Agent on the failed Mode Change Date in accordance with Section 2.14 hereof. If the failed
change in Mode was from a Daily Mode, the 2008 Certificates shall remain in the Daily Mode,
and if the failed change in Mode was from a Weekly Mode, the 2008 Certificates shall remain in
the Weekly Mode, in each case with interest rates established in accordance with the applicable
provisions of Section 2.15 hereof on and as of the failed Mode Change Date. If the failed change
in Mode was from a Term Rate Mode, then the 2008 Certificates shall stay in the Term Rate
Mode for an Interest Period ending on the following Interest Payment Date for the 2008
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Certificates in the Term Rate Mode and the interest rate shall be established by the Remarketing
Agent on the failed Mode Change Date in accordance with Section 2.16(a) hereof.

3] Rescission of Election. Notwithstanding anything herein to the contrary, the
Authority may rescind any election by it to change a Mode as described above prior to the Mode
Change Date by giving written notice thereof to the Notice Parties prior to such Mode Change
Date. If the Trustee receives notice of such rescission prior to the time the Trustee has given
notice to the Owners of the 2008 Certificates, then such notice of change in Mode shall be of no
force and effect. If the Trustee receives notice from the Authority of rescission of a Mode
change after the Trustee has given notice thereof to the Owners of the 2008 Certificates, then if
the proposed Mode Change Date would have been a Mandatory Purchase Date, such date shall
continue to be a Mandatory Purchase Date. '

If the proposed change in Mode was from a Flexible Mode, the 2008 Certificates shall
remain in the Flexible Mode with interest rates and Interest Periods to be established by the
Remarketing Agent on the proposed Mode Change Date in accordance with Section 2.14 hereof.
If the proposed change in Mode was from a Daily Mode, the 2008 Certificates shall remain in the
Daily Mode, and if the proposed change in Mode was from a Weekly Mode, the 2008
Certificates shall remain in the Weekly Mode, in each case with interest rates established in
accordance with the applicable provisions of Section 2.15 hereof on and as of the proposed Mode
Change Date. If the proposed change in Mode was from a Term Rate Mode, then the 2008
Certificates shall stay in the Term Rate Mode for an Interest Period ending on the following
Interest Payment Date for the 2008 Certificates in the Term Rate Mode and the interest rate shall
be established by the Remarketing Agent on the proposed Mode Change Date in accordance with
Section 2.16(a) hereof. If the Remarketing Agent is unable to determine the interest rate on the
proposed Mode Change Date, the provisions of Section 2.17 shall apply.

(2) Form of Notices. Upon request, the form of any notice from the Trustee to the
Owners of the 2008 Certificates required by this Section 2.18 and by Section 3.02 shall be
furnished by the Authority to the Trustee.

ARTICLE III

TENDERS OF 2008 CERTIFICATES; REMARKETING

Section 3.01. Optional Tenders of Certificates in a Daily Mode or a Weekly Mode.
Subject to Section 3.06 hereof, during any Daily Mode for the 2008 Certificates and during any
Weekly Mode for the 2008 Certificates, any 2008 Certificate or portion thereof in a principal
amount equal to an Authorized Denomination shall be purchased on any Business Day at a price
equal to the Purchase Price, upon delivery of a Tender Notice to the Trustee by the Tender
Notice Deadline. Immediately upon receipt of a Tender Notice, the Trustee shall notify the
Remarketing Agent and provide the Remarketing Agent with a copy of such Tender Notice.
Notwithstanding any other provision of this Trust Agreement to the contrary, the provisions set
forth in this Section 3.01 shall not apply to any Certificate in a Delayed Remarketing Period.

Section 3.02. Mandatory Tendef for Purchase on Mandatory Purchase Date. The 2008
Certificates shall be subject to mandatory purchase on each Mandatory Purchase Date applicable
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to the 2008 Certificates. The Trustee shall give notice of each such mandatory purchase, such
notice to be given by mail to the Owners of the 2008 Certificates subject to mandatory purchase
no less than 15 days prior to the applicable Mandatory Purchase Date, provided that, if the
mandatory purchase is directed as a result of an event of default under the Liquidity Facility,
such notice may be given no less than 10 days prior to the applicable Mandatory Purchase Date
or as late as the Mandatory Purchase Date. No notice shall be required to be given nor shall any
notice be given with respect to any 2008 Certificate in a Flexible Rate Mode in connection with
the Mandatory Purchase Date occurring at the end of each Interest Period for the 2008
Certificates. The form of the notice of mandatory purchase shall be provided to the Trustee by
the Authority.

Any notice to be given pursuant to this Section 3.02 shall state the Mandatory Purchase
Date, shall set forth the Purchase Price applicable on such Mandatory Purchase Date, and shall
identify the 2008 Certificates to be purchased. Such notice shall also state that interest on the
2008 Certificates subject to mandatory purchase shall cease to accrue from and after the
Mandatory Purchase Date. The failure to mail such notice with respect to any 2008 Certificate
shall not affect the validity of the mandatory purchase of any other 2008 Certificate with respect
to which notice was so mailed. Any notice mailed will be conclusively presumed to have been
given, whether or not actually received by any Owner. If the Book-Entry System is no longer in
effect, such notice shall also provide information with respect to required delivery of physical
certificates and the procedures for payment of Purchase Price. A copy of any notice delivered by
the Trustee pursuant to this Section 3.02 shall also be provided to each of the Notice Parties.

Section 3.03. Purchases of Certificates in Daily Mode, Weekly Mode, Flexible Mode
and Term Rate Mode: Payment of Purchase Price: Notices.

(@ On each date on which 2008 Certificates in a Daily Mode, a Weekly Mode, a
Flexible Mode or a Term Rate Mode are to be purchased:

(i) the Remarketing Agent shall notify the Trustee and the Authority by
12:00 noon New York City time of the principal amount of such tendered 2008
Certificates it has remarketed and of the principal amount of such tendered 2008
Certificates it has not remarketed, such notice to be provided by Electronic means;

(i) - subject to Section 3.06(b)(ii), the Remarketing Agent shall cause the
proceeds of the remarketing by the Remarketing Agent of such tendered 2008 Certificates
to be paid to the Trustee in immediately available funds not later than 11:15 a.m., New
York City time, on the Purchase Date for such tendered 2008 Certificates;

(iii)  the Remarketing Agent shall notify the Trustee by Electronic means not
later than 1:00 p.m. New York City time of such information as may be necessary to
register and deliver such remarketed 2008 Certificates, such notice to be provided by
Electronic means; and

(iv)  if the affected 2008 Certificates are no longer in the Book-Entry System,
the Trustee shall authenticate new 2008 Certificates for the respective purchasers thereof
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which shall be available for pick-up by the Remarketing Agent not later than 2:30 p.m.
New York City time.

(b) On each date on which a 2008 Certificate is to be purchased, the Trustee shall
draw on the applicable Liquidity Facility, if any, by 12:00 p.m. New York City time in an
amount equal to the Purchase Price of all such 2008 Certificates less remarketing proceeds
received per Section 3.03(a)(ii) for payment by 3:00 p.m. New York City time and shall notify
the 2008 Certificate Insurer of such draw; provided, however, that if the draw is in connection
with a Mandatory Purchase Date resulting from a Substitution Date, the draw shall be made on
the existing Liquidity Facility that is being replaced. In no event shall the Trustee draw on a
Liquidity Facility to pay the Purchase Price of any 2008 Certificate not covered by such
Liquidity Facility or to pay the Purchase Price of a 2008 Certificate owned by the Authority or
the City.

(©) If the Trustee is notified in writing by a Liquidity Facility Provider that an
Automatic Termination Event has occurred, with respect to its Liquidity Facility, then the
Trustee shall provide prompt written notice thereof to the Owners of the 2008 Certificates to
which such Liquidity Facility relates and shall provide copy of such notice to each of the Notice
Parties.

(d) If the Trustee does not have funds in the applicable Remarketing Proceeds
Account and the applicable Liquidity Facility Account sufficient to pay the Purchase Price of
such 2008 Certificates on any Purchase Date, the Trustee shall give the Authority notice of such
insufficiency by 2:45 p.m. New York City time on such Purchase Date.

Section 3.04. Source of Funds for Purchase of 2008 Certificates in Daily Mode, Weekly
Mode, Flexible Mode, or Term Rate Mode. By 3:00 p.m. New York City time on the date on
which a 2008 Certificate in a Daily Mode, a Weekly Mode, a Flexible Mode or a Term Rate
Mode is to be purchased, the Trustee shall purchase tendered 2008 Certificates from the
- tendering Owners at the applicable Purchase Price by wire transfer in immediately available
funds. Except as otherwise provided in the case of the payment of a mandatory purchase price
pursuant to Section 3.02, funds for the payment of such Purchase Price shall be derived solely
from the following sources in the order of priority indicated and neither the Trustee nor the
Remarketing Agent shall be obligated to provide funds from any other source:

(a) immediately available funds on deposit in the Remarketing Proceeds
Account excluding funds received from the Authority or the City;

(b) immediately available funds on deposit in the applicable Liquidity Facility
Account, if any; and

© in the Authority’s sole discretion, moneys provided by the Authority that
may lawfully be used for such purpose. ’ '

Notwithstanding the foregoing, any mandatory purchase of the 2008 Certificates made at the
direction of the provider of the Liquidity Facility shall be payable solely from funds drawn under
the Liquidity Facility and deposited into the Liquidity Facility Payment Account established
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pursuant to Section 4.08 hereof, and any amounts mentioned in clause (a) or clause (c) above
shall be used to reimburse the Bank for such payment.

Section 3.05. Delivery of Certificates in Daily Mode, Weekly Mode, Flexible Mode or
Term Rate Mode. On each date on which a 2008 Certificate in a Daily Mode, a Weekly Mode, a
Flexible Mode or a Term Rate Mode is to be purchased, such 2008 Certificate shall be delivered
as follows:

(a) Each 2008 Certificate sold by the Remarketing Agent and for which
payment has been received as described in Section 3.04(a) hereof shall be delivered by
the Remarketing Agent to the purchaser of such Certificate by 3:00 p.m. New York City
time; and

(b) Each 2008 Certificate purchased by the Trustee with moneys described in
Section 3.04(b) hereof or purchased from proceeds from the 2008 Liquidity Facility
Payment Account shall be registered immediately in the name of the applicable Liquidity
Facility Provider or its nominee (which may be the Securities Depository) as provided in
Section 2.11(d), if any, on or before 3:00 p.m. New York City time. The Trustee shall
not release any Liquidity Provider Certificates unless the Trustee shall have received
evidence that the Liquidity Facility has been reinstated to an amount equal to the
principal amount of unremarketed 2008 Certificates, including Liquidity Provider
Certificates, plus interest at the Maximum Rate for the number of days required under the
Liquidity Facility.

() Each 2008 Certificate purchased by the Authority with moneys described
in Section 3.04(c) hereof shall be registered immediately in the name of the Authority or
its nominee on or before 3:00 p.m. New York City time. Any 2008 Certificate so owned
by the Authority shall continue to be Outstanding under the terms of this Trust
Agreement and be subject to all of the terms and conditions of the Trust Agreement and
shall be subject to remarketing by the applicable Remarketing Agent; provided, however,
that the Authority shall not be considered a Owner for the purpose of voting such 2008

_ Certificates under this Trust Agreement.

Section 3.06. Book-Entry Tenders.

(a)  Notwithstanding any other provision of this Trust Agreement to the contrary, all
tenders for purchase of 2008 Certificates during any period in which 2008 Certificates so
tendered are registered in the name of Cede & Co. (or the nominee of any successor Securities
Depository) shall be subject to the terms and conditions set forth in the Representations Letter
and to any regulations promulgated by DTC (or any successor Securities Depository). For so
long as the 2008 Certificates are registered in the name of Cede & Co., as nominee for DTC, the
tender option rights of Owners of 2008 Certificates may be exercised only by a Direct Participant
of DTC (as such term is described in Schedule A attached to the Representation Letter) acting,
directly or indirectly, on behalf of a Beneficial Owner of 2008 Certificates by giving notice of its
election to tender 2008 Certificates or portions thereof at the times and in the manner described
above. Beneficial Owners will not have any rights to tender 2008 Certificates directly to the
Trustee.
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Procedures under which a Beneficial Owner may direct a Direct Participant of DTC, or
an Indirect Participant of DTC (as such term is described in Schedule A attached to the
Representation Letter) acting through a director participant of DTC, to exercise a tender option
right in respect of 2008 Certificates or portions thereof in an amount equal to all or a portion of
such Beneficial Owner’s beneficial ownership interest therein, shall be governed by standing
instructions and customary practices determined by such Direct Participant or Indirect
Participant. For so long as the 2008 Certificates are registered in the name of Cede & Co., as
nominee for DTC, delivery of the 2008 Certificates required to be tendered for purchase shall be
effected by the transfer in the Book-Entry System on the applicable Purchase Date of a book-
entry credit to the account of the Trustee of a beneficial interest in such 2008 Certificates.

(b)  Notwithstanding anything expressed or implied herein to the contrary, so long as
the Book-Entry System for the 2008 Certificates is maintained by the Authority:

(i)  there shall be no requirement of physical delivery to; or by, the applicable
Remarketing Agent or the Trustee of:

(A) any 2008 Certificates subject to optional or mandatory purchase as
a condition to the payment of the Purchase Price therefor;

(B) . any 2008 Certificates that have become Liquidity Facility
Certificates; or

(C)  any remarketing proceeds of such 2008 Certificates or Liquidity
Facility Certificates to any Owner other than the Securities Depository or its
nominee, as applicable; and

(i) except as provided in (iii) below, the Trustee shall not have any
responsibility for paying the Purchase Price of any tendered 2008 Certificate or for
remitting remarketing proceeds to any person and such remarketing proceeds may be
remitted directly to the Securities Depository by the applicable Remarketing Agent; and

(iii)  the Trustee’s sole responsibilities in connection with the purchase and
remarketing of a tendered 2008 Certificate shall be:

(A) to draw wupon the Liquidity Facility (1) in the event the
Remarketing Agent for the 2008 Certificates notifies the Trustee as provided
herein that any of the 2008 Certificates have not been remarketed on or before the
Purchase Date therefor, which draw shall be in an amount equal to the difference
between such Purchase Price and any remarketing proceeds received by the
Remarketing Agent in connection with a partial remarketing of such 2008
Certificates, or (2) if no such notice is received, the entire amount of the Purchase
Price, and to remit the amount so drawn to or upon the order of the Securities
Depository for the benefit of the tendering Beneficial Owners;

(B) remit any proceeds derived from the remarketing of a Liquidity
Facility Certificate to the applicable Liquidity Facility Provider; and
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(C)  remit any funds deposited by the Authority for the payment of the
Purchase Price of tendered 2008 Certificates to the Securities Depository for the
benefit of the tendering Beneficial Owners.

(iv) If the Trustee is party to a custodian or custody agreement with the
Liquidity Provider with respect to Liquidity Provider Certificates, the Trustee in its
capacity as custodian for the Liquidity Provider shall hold and release Liquidity Provider
Certificates in accordance with the terms of such agreement.

Section 3.07. Tender Provisions Applicable Upon Discontinuation of Book-Entry
System. If at any time the 2008 Certificates shall no longer be in the Book-Entry System, the
procedures set forth below shall apply.

(2) Each 2008 Certificate shall be delivered (with all necessary endorsements)
at or before 12:00 noon New York City time on the Purchase Date at the corporate trust
office of the Trustee; provided, however, that payment of the Purchase Price shall be
made pursuant to this Section 3.07(a) only if the 2008 Certificate so delivered to the
Trustee conforms in all respects to the description thereof in the notice provided pursuant
to Section 3.01 or Section 3.02 hereof, as applicable. Payment of the Purchase Price with
respect to purchases pursuant to the provisions set forth in this Section shall be made to
the Owners of tendered 2008 Certificates by wire transfer in immediately available funds
by the Trustee by 3:00 p.m. New York City time on the Purchase Date.

(b)  The Trustee shall hold all 2008 Certificates properly tendered to it for
purchase hereunder as agent and bailee of, and in escrow for the benefit of, the respective
Owners of the 2008 Certificates that shall have so tendered such 2008 Certificates until
moneys representing the Purchase Price of such 2008 Certificates shall have been
delivered to or for the account of or to the order of such Owners.

(©) If a 2008 Certificate to be purchased is not delivered by the Owner to the
Trustee by 12:00 noon New York City time on the date in which such 2008 Certificate is
to be purchased, the provisions set forth in Section 3.08 hereof shall apply.

(d) If the Trustee is party to a custodian or custody agreement with the
Liquidity Provider with respect to Liquidity Provider Certificates, the Trustee in its
capacity as custodian for the Liquidity Provider shall hold and release Liquidity Provider
Certificates in accordance with the terms of such agreement.

Section 3.08. Certificates Deemed Purchased. ' If funds sufficient to pay the Purchase
Price of any Certificate are held by the Trustee on any Purchase Date, such 2008 Certificate shall
be deemed to have been purchased and shall be purchased according to the terms hereof, for all
purposes of this Trust Agreement, irrespective of whether or not such 2008 Certificate shall have
been delivered to the Trustee, and neither the former Owner of such 2008 Certificate nor any
other person shall have any claim thereon, under this Trust Agreement or otherwise, for any
amount other than the Purchase Price thereof.

In the event any 2008 Certificate purchased according to the terms hereof shall not be
presented to the Trustee, the Trustee shall segregate and hold uninvested the moneys for the
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Purchase Price of such 2008 Certificate in trust, without liability for interest thereon, for the
benefit of the former Owners of such 2008 Certificate, who shall, except as provided in the
following sentence, thereafter be restricted exclusively to such moneys for the satisfaction of any
claim for the Purchase Price of such 2008 Certificate. Any moneys which the Trustee shall
segregate and hold in trust for the payment of the Purchase Price of any 2008 Certificate and
remaining unclaimed for two (2) years after the date of purchase shall be paid to the Authority.
After the payment of such unclaimed moneys to the Authority, the former Owner of such 2008
Certificate shall look only to the Authority for the payment thereof.

Section 3.09. Establishment of 2008 Purchase Fund. The Trustee shall create, establish
and maintain, a separate fund to be designated as the “2008 Purchase Fund” (the “2008 Purchase
Fund”). Moneys deposited in the 2008 Purchase Fund shall be kept separate from and not
commingled with other moneys deposited hereunder or with any other moneys of the Authority.
The Trustee shall further create, establish and maintain separate accounts within the 2008
Purchase Fund, such separate account to be designated as the “Remarketing Proceeds Account,”
the “Liquidity Facility Account” and the and the “Authority Account.” The 2008 Purchase Fund
shall be held in trust solely for the benefit of the Owners of tendered 2008 Certificates and the
Trustee shall not have any interest in, claim on or right to, any accounts within the 2008
Purchase Fund or the 2008 Purchase Fund.

(a) Remarketing Proceeds Account. Upon receipt of the proceeds of a
remarketing of any 2008 Certificate on the date such 2008 Certificate is to be purchased,
the Trustee shall deposit such remarketing proceeds in the Remarketing Proceeds
Account, such remarketing proceeds to be applied to the payment of the Purchase Price
of such 2008 Certificate. The Authority shall not have any right, title or interest in any of
the funds held on deposit in any Remarketing Proceeds Account nor any remarketing
proceeds held for any period of time by any Remarketing Agent.

(b) Liquidity Facility Account. Upon receipt of the proceeds of a draw on a
Liquidity Facility, the Trustee shall deposit such Liquidity Facility proceeds in the
applicable Liquidity Facility Account, such Liquidity Facility proceeds to be applied to
the payment of the Purchase Price of the 2008 Certificates to the extent that the moneys
on deposit in the Remarketing Proceeds Account shall not be sufficient. Any amounts
deposited in a Liquidity Facility Account and not needed for the payment of the Purchase
Price of the 2008 Certificates shall be immediately returned to the applicable L1qu1d1ty
Facility Provider.

(©) Authority Account. Upon receipt of funds from the Authority provided at
its sole discretion pursuant to Section 3.04(c) hereof, the Trustee shall deposit such funds
in the Authority Account, such funds to be applied to the payment of the Purchase Price
of the 2008 Certificates. Any amounts deposited in an Authority Account and not
needed for the payment of the Purchase Price of the 2008 Certificates shall be
immediately returned to the Authority.

(d) Investment of Funds on Deposit in the 2008 Purchase Funds. Amounts
held in the Remarketlng Proceeds Account, the L1qu1d1ty Fac111ty Account- and the
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Authority Account shall not be commingled with any other funds held by the Trustee and
shall be held uninvested.

(e) Eligible Accounts. Each of the Remarketing Proceeds Account and the
Liquidity Facility Account shall meet the requirements of an Eligible Account and be
held in the name of the Trustee for the benefit of the Owners. In the event the
Remarketing Proceeds Account or the Liquidity Facility Account no longer meet the
requirements of an Eligible Account, the Trustee shall promptly (and, in any case, within
not more than 30 calendar days) move such account to another financial institution such
that each account will meet the requirements of an Eligible Account.

Section 3.10. Insufficient Funds for Tenders; Delayed Remarketing Period.

(a) If sufficient funds are not available to pay the Purchase Price of all tendered 2008
Certificates to be purchased on any Purchase Date (such 2008 Certificates being hereinafter
referred to as the “Tendered Certificates™): (i) no purchase of such Tendered Certificates shall be
consummated on such Purchase Date; (ii) all such Tendered Certificates shall be returned to the
Owners thereof; (iii) all remarketing proceeds shall be returned to the applicable Remarketing
Agent for return to the persons providing such moneys; and (iv) such insufficiency and the
failure to pay the Purchase Price on any Payment Date shall not constitute an Event of Default
under this Trust Agreement.

(b) All such Tendered Certificates shall evidence interest at the Maximum Rate
during the period of time (such period of time being hereinafter referred to as a “Delayed
Remarketing Period”) from and including the applicable Purchase Date to (but not including) the
date that all such Tendered Certificates are successfully remarketed. :

©) The Authority may direct the conversion of such Tendered Certificates to a
different Mode during a Delayed Remarketing Period in accordance with Section 2.18 hereof;
provided that the Authority shall not be required to comply with the notice requirements
described in Section 2.18 hereof.

(d) During a Delayed Remarketing Period, the Remarketing Agent shall continue to
use its best efforts to remarket such Tendered Certificates. Once the Remarketing Agent has
advised the Trustee that it has a good faith belief that it is able to remarket all of such Tendered
Certificates, the Trustee shall give written notice by mail to the Owners of such Tendered
Certificates not later than five (5) Business Days prior to the proposed Purchase Date, which
notice shall state: (i) that such Tendered Certificates will be subject to mandatory tender for
purchase on the proposed Purchase Date; (ii) the proposed Purchase Date; (iii) the Mode
applicable to such Tendered Certificates from and after the proposed Purchase Date; (iv) the
procedures for such mandatory tender for purchase; (v) the Purchase Price applicable to such
Tendered Certificates; and (vi) the consequences of a failed remarketing.

(e) During a Delayed Remarketing Period, the Trustee may, upon direction of the
Authority, apply amounts on deposit in the 2008 Prepayment Subaccount of the 2008 Principal
Account to the prepayment of such Tendered Certificates, as a whole or in part on any Business
Day during such Delayed Remarketing Period, at a prepayment price equal to the principal
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amount thereof, together with interest accrued thereon to the date fixed for prepayment, without
premium. Notwithstanding any provisions herein to the contrary, the Trustee shall give five
(5) Business Days’ notice of such prepayment to the Owners of the 2008 Certificates to be
prepaid.

® During a Delayed Remarketing Period, interest on such Tendered Certificates
shall be paid to the Owners thereof (i) on the first Business Day of each calendar month
occurring during such Delayed Remarketing Period and (ii) on the day after the last day of such
Delayed Remarketing Period.

Section 3.11. Liquidity Facility; Alternate Liquidity Facility.

(a) The Authority shall provide a Liquidity Facility approved by the 2008 Certificate
Insurer for the 2008 Certificates in a Daily Mode, a Weekly Mode, a Flexible Mode and in a
Term Rate Mode. Each such Liquidity Facility (and any Alternate Liquidity Facility provided in
replacement thereof) shall provide for the purchase of the 2008 Certificates upon their optional
or mandatory tender in accordance with Section 3.01 and Section 3.02 hereof. Any Liquidity
Facility (or Alternate Liquidity Facility) shall be a facility provided by a Liquidity Facility
Provider in an amount equal to the Required Stated Amount.

(b) If a Liquidity Facility is in effect with respect to the 2008 Certificates, on each
date on which a 2008 Certificate is to be purchased, the Trustee, by demand given by Electronic
means before 12:30 p.m. New York City time, shall draw on the applicable Liquidity Facility in
accordance with the terms thereof so as to receive thereunder by 2:30 p.m. New York City time
on such date an amount, in immediately available funds, sufficient, together with the proceeds of
the remarketing of such 2008 Certificates on such date, to enable the Trustee to pay the Purchase
Price in connection therewith. The proceeds of such draw shall be paid to the Trustee, who shall
deposit said proceeds in the applicable Liquidity Facility Account pursuant to Section 3.09(b)
hereof or, in the case of the Replacement Liquidity Facility, the 2008 Liquidity Facility Payment
Account.

©) If the Authority shall have delivered a Liquidity Facility to the Trustee in
accordance with subsection (a) of this Section, the Authority: (i) shall maintain such Liquidity
Facility or an Alternate Liquidity Facility, in an amount equal to the Required Stated Amount
prior to its termination; and (ii) shall not voluntarily terminate such Liquidity Facility or any
Alternate Liquidity Facility without providing at least 30 days written notice to the Trustee and
each of the other Notice Parties.

(D The Authority may provide an Alternate Liquidity Facility approved by the 2008
Certificate Insurer with respect to the 2008 Certificates on any Business Day not later than the 5t
Business Day prior to the Expiration Date of the Liquidity Facility then in effect for the 2008
Certificates. The Authority shall give at least 30 days’ written notice to the Trustee and each of
the Notice Parties of its intent to furnish an Alternate Liquidity Facility to the Trustee, which -
notice shall specify the nature of such Liquidity Facility, the identity of the Liquidity Facility
Provider and the proposed Substitution Date. The Trustee shall give notice of each Mandatory
Purchase Date resulting from the proposed delivery of an Alternate Liquidity Facility in
accordance with the provisions set forth in Section 3.02 hereof.
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- (e) On or before the Substitution Date, there shall be delivered to the Trustee: (i) the
Alternate Liquidity Facility in substitution for the Liquidity Facility then in effect, (ii)a
Favorable Opinion of Special Counsel which shall also be filed with the 2008 Certificate Insurer
and (iii) a written Opinion of Counsel for the provider of Alternate Liquidity Facility to the effect
that such Alternate Liquidity Facility is a legal, valid, and binding obligation of the provider
thereof and covering such other matters as the Authority shall require. Upon the satisfaction of
the conditions described in the preceding sentence, the Trustee shall accept such Alternate
Liquidity Facility and shall surrender the Liquidity Facility then in effect to the provider thereof
on the Substitution Date; provided, however, that if there are insufficient remarketing proceeds
to pay the Purchase Price of all 2008 Certificates subject to mandatory purchase on such
Substitution Date, the Trustee shall not surrender the Liquidity Facility then in effect until the
Trustee shall have drawn upon the existing Liquidity Facility to pay the Purchase Price for the
2008 Certificates subject to mandatory purchase on such Substitution Date. Notwithstanding any
other provision of this Trust Agreement to the contrary, if any condition precedent to the
substitution of an Alternate Liquidity Facility is not satisfied, the substitution shall not occur but
the affected 2008 Certificates shall remain subject to mandatory purchase on the proposed
Substitution Date.

® In addition to the notice provided pursuant to Section 3.11(d) hereof, the Trustee
shall give written notice to the Owners of the 2008 Certificates and each of the Notice Parties of
the extension of the Expiration Date of any Liquidity Facility, such notice to be given by mail as
promptly as possible upon receipt by the Trustee of notification of such extension.

Section 3.12. Appointment of Remarketing Agent.

(@ While the 2008 Certificates are in a Mode which requires the appointment of a
Remarketing Agent, the Authority shall appoint a Remarketing Agent for the 2008 Certificates.
Any Remarketing Agent shall be approved by the 2008 Certificate Insurer, shall be a member of
the National Association of Securities Dealers, Inc., shall have a capitalization of at least
$50,000,000 and shall be authorized by law to perform all the duties set forth herein.

(b) By acceptance of appointment as Remarketing Agent for the 2008 Certificates,
the Remarketing Agent shall be deemed to have agreed: (i) to remarket the 2008 Certificates in
accordance with the provisions set forth herein; (ii) to keep such books and records as shall be
consistent with prudent industry practice; and (iii) to make such books and records available for
inspection by each of the Notice Parties at all reasonable times.

() The Remarketing Agent may at any time resign and be discharged of the duties
and obligations created herein as set forth in the Remarketing Agreement entered into by such
Remarketing Agent and the Authority. The Remarketing Agent may suspend its remarketing
efforts in accordance with the provisions set forth in Remarketing Agreement entered into by the
Remarketing Agent and the Authority. - The Remarketing Agent may be removed at any time, at
the direction of the Authority in accordance with the provisions set forth in the Remarketing
Agreement entered into by the Remarketing Agent and the Authority. The Authority shall
provide written notice to each of the Notice Parties of the appointment of any successor
Remarketing Agent.
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(d If the Remarketing Agent consolidates with, merges or converts into, or transfers
all or substantially all of its assets, to another entity meeting the requirements specified in
subparagraph (a) above, the resulting, surviving or transferee entity shall be the successor
Remarketing Agent without any further act.

Section 3.13. Duties of Remarketing Agent.

(a) Each Remarketing Agent shall use its best efforts to offer for sale at the par
amount thereof: (1) all 2008 Certificates (or portions thereof to be remarketed) for which notice
of optional tender pursuant to Section 3.01 hereof has been given; (ii) all 2008 Certificates that
are required to be purchased (A) on a Mandatory Purchase Date described in clauses (i), (ii), (iii),
(iv) or (vii) of the definition of Mandatory Purchase Date set forth in Section 1.01 hereof and
(B) on' a Mandatory Purchase Date described in clause (v) of the definition of Mandatory
Purchase Date set forth in Section 1.01 hereof if no Liquidity Facility is required to be delivered
by the Authority in connection with such Mandatory Purchase Date; and (iii) all Liquidity
Facility Certificates that are: (A) purchased on a Purchase Date described above in clause (i) or
(ii) of this Section 3.13, (B) with respect to which the Liquidity Facility Provider has provided
notice that it is ready to reinstate the Available Amount, such notice to have been provided to the
Authority, the Trustee and the Remarketing Agent, (C) with respect to which an Alternate
Liquidity Facility is in effect, or (D) which are being marketed as Fixed Rate Certificates (if the
Remarketing Agent shall have been engaged to be the Fixed Rate Remarketing Agent).

If a notice of prepayment or a notice of mandatory purchase shall have been given with
respect to a 2008 Certificate, the Remarketing Agent shall provide a copy of such notice to each
Person to which such Certificate is remarketed.

Notwithstanding any provision of this Trust Agreement to the contrary, if there shall have
occurred and be continuing (i) a Control Event and no other Credit Enhancement Provider
Failure or Liquidity Facility Provider Failure, the Remarketing Agent shall continue remarketing
2008 Certificates or (ii) a Control Event and either another Credit Enhancement Provider Failure
or a Liquidity Facility Provider Failure, the Remarketing Agent shall not be required to remarket
2008 Certificates. : ‘

ARTICLE IV

2008 PAYMENTS; 2008 PROJECT

Section 4.01. 2008 Payments Held in Trust. The 2008 Payments shall be held in trust by
the Trustee for the benefit of the Owners from time to time of the 2008 Certificates and each
Credit Enhancement Provider, but shall nonetheless be disbursed, allocated and applied solely
for the uses and purposes provided herein.

Section 4.02. Deposit of 2008 Payments. The Trustee hereby agrees to establish,
maintain and hold in trust a separate fund designated as the 2008 Debt Service Fund, for so long
as any 2008 Certificates shall be Outstanding hereunder. All 2008 Payments (except as
otherwise provided) received by the Trustee shall be immediately deposited in the 2008 Debt
Service Fund and shall be disbursed and applied only as hereinafter provided.
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Section 4.03. Establishment and Maintenance of Accounts for Use of Money in the 2008
Debt Service Fund. All money in the 2008 Debt Service Fund shall be set aside by the Trustee in
the following respective special accounts within the 2008 Debt Service Fund (each of which is
hereby created and each of which the Trustee hereby agrees and covenants to maintain) in the
following order of priority:

(a) 2008 Interest Account (with a 2008 Fees Subaccount therein), and

(b) 2008 Principal Account (with a 2008 Prepayment Subaccount and a 2008
Sinking Fund Subaccount therein). ‘ v

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

(a) 2008 Interest Account. On the Delivery Date, the Trustee shall deposit in the
2008 Interest Account any Payment Agreement Receipts relating to the 2008 Interest Rate Swap
Agreement which the City has directed under the 2008 Interest Rate Swap Agreement to be
transferred to the Trustee for deposit in the 2008 Interest Account and any amounts transferred to
the Trustee pursuant to Section 2.03 of the 2008 Supplemental Contract for the payment of
payments due under the 2008 Interest Rate Swap Agreement. On the Business Day immediately
preceding each Interest Payment Date, the Trustee shall set aside from the 2008 Debt Service
Fund and deposit in the 2008 Interest Account that amount of money which is equal to the
amount of interest evidenced and represented by the 2008 Certificates becoming due and payable
on each such Interest Payment Date, unless such amounts are required to be used to reimburse
the Bank pursuant to clause (¢) below. The Trustee will also apply amounts on deposit in the
2008 Fees Subaccount to pay on behalf of the City, the Payment Agreement Payments required
to be paid under the 2008 Interest Rate Swap Agreement and to pay the Remarketing Agent fees
as the same shall become due on each due date therefor until such 2008 Fees Subaccount shall be
depleted (expected to be on or about November 29, 2008). Investment earnings on amounis on
deposit in the 2008 Fees Subaccount shall be transferred to the City for deposit in the Revenue
Fund.

No deposit need be made in the 2008 Interest Account if the amount contained therein
(exclusive of amounts transferred for the payment of amounts due under the 2008 Interest Rate
Swap Agreement) is at least equal to the aggregate amount of interest evidenced and represented
by the 2008 Certificates becoming due and payable on such Interest Payment Date.

Except as otherwise provided herein, all money in the 2008 Interest Account shall be
used and withdrawn by the Trustee solely for the purpose of paying the interest (including
accrued interest evidenced and represented by any 2008 Certificates purchased or prepaid prior
to their respective Certificate Payment Date) with respect to the 2008 Certificates as it shall
become due and payable, or for reimbursing the Bank and paying the Payment Agreement
Payments due under the 2008 Interest Rate Swap Agreement as they shall become due and
payable. The Trustee shall be under no obligation to calculate the amount of Payment
Agreement Payments due under the 2008 Interest Rate Swap Agreement and shall be entitled to
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rely conclusively on the information received by it with respect to the amount of the Payment
Agreement Payments due and owing by the City.

(b) 2008 Principal Account. On the Business Day immediately preceding each
October 1, commencing on QOctober 1, 2008, the Trustee shall set aside from the 2008 Debt
Service Fund and deposit in the 2008 Principal Subaccount an amount of money equal to the
principal amount evidenced and represented by the Outstanding Serial Certificates with a
Certificate Payment Date of such October 1, and in the 2008 Sinking Fund Subaccount in the
2008 Principal Account the amount of all Sinking Fund Payments required to be made on such
October 1.

Amounts to be applied to the optional prepayment of the principal component of the 2008
Certificates pursuant to Section 2.03(c) hereof shall be deposited in the 2008 Prepayment
Subaccount of the 2008 Principal Account. '

No deposit need be made in the 2008 Principal Account if the amount contained therein
is at least equal to the aggregate amount of the principal evidenced and represented by the
Outstanding Serial Certificates with a Certificate Payment Date of such October 1 and the
amount contained in the 2008 Sinking Fund Subaccount therein is at least equal to the aggregate
amount of all Sinking Fund Payments required to be made on such October 1.

All money in the 2008 Principal Account shall be used and withdrawn by the Trustee
solely for the purpose of paying the principal evidenced and represented by the Serial
Certificates as they shall become due and payable, whether at their respective Certificate
Payment Dates or on prior prepayment, and all money in the 2008 Sinking Fund Subaccount of
the 2008 Principal Account shall be used and withdrawn by the Trustee only to purchase or to
prepay or to pay Term Certificates, and with respect to the 2008 Sinking Fund Subaccount, on
each Sinking Fund Payment date, the Trustee shall apply the Sinking Fund Payment required on
that date to the prepayment (or payment at Certificate Payment Date, as the case may be) of the
Term Certificates upon the notice and in the manner provided in Article II; provided, that at any
time prior to giving such notice of such prepayment, the Trustee may, upon the Written Request
of the Authority and receipt of moneys sufficient therefor, purchase for cancellation Term
Certificates in accordance with Section 2.03(a) hereof, and provided further that so long as the
Liquidity Facility is in place, amounts in the 2008 Principal Account shall be used as provided in
clause (c) below.

(c) Notwithstanding anything herein to the contrary, all monies in the 2008 Debt
Service Fund, including the 2008 Interest Account and the 2008 Principal Account, shall be used
to reimburse any draws on the Liquidity Facility pursuant to Section 4.08 hereof.

Section 4.04. Parity Reserve Fund. The Parity Reserve Fund created pursuant to
Section 3.04 of the 1997 Trust Agreement is hereby continued. The Trustee hereby agrees and
covenants to maintain the Parity Reserve Fund so long as the Contract has not been discharged in
accordance with its terms or any 2008 Certificates remain Outstanding hereunder. Amounts on
deposit in the Parity Reserve Fund are pledged to the payment of the 1997 Certificates, the 2008
Certificates (including Liquidity Provider Certificates and Subrogated Certificates) and any other
obligations hereafter issued in connection with a Supplemental Contract and shall be applied
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only for such purposes as hereinafter provided. The Trustee shall deposit in the Parity Reserve
Fund from the proceeds of the 2008 Certificates, the amount specified in Section 2.12, such
amount being sufficient to cause the balance on deposit in or credited to the Parity Reserve Fund,
to be equal to the Reserve Fund Requirement upon delivery of the 2008 Certificates. The
Trustee shall deposit in the Parity Reserve Fund such other amounts transferred to the Trustee by
the City pursuant to Section 2.04(b)(2) of the Contract, as directed by the Authority in a Written
Request of the Authority. Moneys on deposit in the Parity Reserve Fund shall be transferred by
the Trustee to the 2008 Debt Service Fund to pay principal and interest evidenced and
represented by the 2008 Certificates on any Interest Payment Date or to reimburse the Liquidity
Facility Provider for any unreimbursed drawing made under the Liquidity Facility to pay such
principal and interest on any such Interest Payment Date in the event amounts on deposit therein
are insufficient for such purposes. The Trustee shall also, from such amounts on deposit in the
Parity Reserve Fund, transfer or cause to be transferred to any applicable debt service fund
established under the 1997 Trust Agreement and under any other trust agreement under which
any obligations are issued in connection with a Supplemental Contract, without preference or
priority between transfers made pursuant to this sentence and the preceding sentence, and in the
event of any insufficiency of such moneys ratably without discrimination or preference, that sum
or sums, if any, equal to the amount required to be deposited therein pursuant to such trust
agreement under which any obligations are issued in connection with a Supplemental Contract.
All investments in the Parity Reserve Fund shall (notwithstanding anything in the 1997 Trust
Agreement to the contrary) be valued on or before October 1 of each year at the lesser of the cost
or market value thereof. Following such valuation, any moneys on deposit in the Parity Reserve
Fund representing an excess of the Reserve Fund Requirement will be transferred by the Trustee
to the City for deposit in the Revenue Fund. The Trustee may create such subaccounts in the
Parity Reserve Fund as may be necessary or convenient for the purposes of this Section 4.04.

The Reserve Fund Requirement may be provided by one or more surety bonds, insurance
policies, or letters of credit as described in the definition of Reserve Fund Requirement
(“Reserve Funding Instruments™) set forth in the Contract.

Notwithstanding anything to the contrary contained in this Trust Agreement, at any time
one or more Reserve Funding Instruments are on deposit in the Parity Reserve Fund, the Trustee
shall: (i) withdraw and use all cash, if any, on deposit in the Parity Reserve Fund prior to using
and withdrawing any amounts derived from payments under any Reserve Funding Instruments;
and (ii) draw on all Reserve Funding Instruments on a pro rata basis based on the draw limit of
each Reserve Funding Instrument. Amounts received by the Trustee from the City pursuant to
Section 2.04(c)(2) of the Master Contract as a replenishment of amounts withdrawn from the
Parity Reserve Fund shall be applied (i) first on a pro rata basis to reimburse draws on any
Reserve Funding Instruments and (ii) to replenish cash withdrawn from the Parity Reserve Fund.

In the event the 2008 Certificate Insurance Policy is cancelled in accordance with the
Reimbursement Agreement between the Bank and the City, any Reserve Funding Instrument
provided by the 2008 Certificate Insurer will be cancelled concurrently therewith.

Section 4.05. Establishment ahd Application of Costs of Issuance Fund. The Trustee
hereby agrees to establish, maintain and hold in trust a separate fund designated as the Costs of
Issuance Fund, which fund is hereby created and which fund the Authority hereby agrees to
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maintain with the Trustee until November 29, 2008. The Trustee shall deposit to the Costs of
Issuance Fund the amounts specified in Section 2.12 hereof. All money in the Costs of Issuance
Fund shall be used and withdrawn by the Trustee to pay the Costs of Issuance relating to the
2008 Certificates upon receipt of a Written Request of the Authority filed with the Trustee, each
of which shall be sequentially numbered and shall state the person to whom payment is to be
made, the amount to be paid, the purpose for which the obligation was incurred and that such
payment is a proper charge against said fund. On November 29, 2008, or upon the earlier
Written Request of the Authority, any remaining balance in the Costs of Issuance Fund shall be
transferred to the City for deposit in the 2008 Debt Service Fund.

Section 4.06. Deposit and Investments of Money in Accounts and Funds. All money
held by the Trustee in any of the accounts or funds established pursuant hereto shall be invested
in Permitted Investments at the Written Request of the Authority filed with the Trustee which
such Permitted Investments shall, as nearly as practicable, mature on or before the dates on
which such money is anticipated to be needed for disbursement hereunder, and the Trustee shall
have no liability or responsibility for any. loss resulting from any investment made in accordance
herewith; provided, that if no such Written Request is received by the Trustee, the Trustee shall
invest such money in those Permitted Investments described in clause (9) of the definition
thereof provided, however, that any such investment shall be made by the Trustee only if, prior
to the date on which such investment is to be made, the Trustee shall have received a Written
Request of the Authority specifying a specific money market fund and, if no such Written
Request of the Authority is so received, the Trustee shall hold such moneys uninvested. Except
as otherwise provided herein with respect to the Parity Reserve Fund, all interest or profits
received on any money so invested shall be deposited in the 2008 Debt Service Fund.

The Authority acknowledges that to the extent regulations of the Comptroller of the
Currency or other applicable regulatory entity grant the Authority the right to receive brokerage
confirmations of security transactions as they occur, the Authority specifically waives receipt of
such confirmations to the extent permitted by law. The Trustee will furnish the Authority
periodic cash transaction statements which include detail for all investment transactions made by
the Trustee hereunder. ’ - o

The Trustee or any of its affiliates may act as principal or agent, sponsor, advisor or
manager in connection with any investments made by the Trustee hereunder. For investment
purposes, the Trustee may commingle the funds and accounts estabhshed hereunder, but shall
account for each separately.

The Trustee shall not be liable for any loss from any Permitted Investment acquired, held,
or disposed of at the written request of the Authority. Any Permitted Investments that are
registered securities shall be registered in the name of the Trustee.

Section 4.07. Assignment to Trustee; Enforcement of Obligations.

(a) The Authority hereby transfers, assigns and sets over to the Trustee all of the
2008 Payments and any and all rights and privileges it has under the Contract, including, without
limitation, the right to collect and receive directly all of the 2008 Payments, and any 2008
Payments collected or received by the Authority shall be deemed to be held, and to have been
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collected or received, by the Authority as the agent of the Trustee, and shall forthwith be paid by
the Authority to the Trustee.

The Trustee also shall, subject to the provisions of the Trust Agreement, take all steps,
actions and proceedings required to be taken as provided in any Opinion of Counsel delivered to
it, reasonably necessary to maintain in force for the benefit of the Owners of the 2008
Certificates and each Credit Enhancement Provider the Trustee’s rights in and priority to the
following security granted to it for the payment of the 2008 Certificates: the Trustee’s rights as
assignee of the 2008 Payments under the Contract and as beneficiary of any other rights to
security for the 2008 Certificates which the Trustee may receive in the future.

(b) The Trustee may, in performing the obligations set out in Section 4.07(a) above,
rely and shall be protected in acting or refraining from acting upon an Opinion of Counsel
furnished by the City.

Section 4.08. 2008 Liquidity Facility Payment Account; Payment of Principal and
Interest and Mandatory Purchase Price of the 2008 Certificates. The Trustee shall establish and
maintain a separate fund known as the “2008 Liquidity Facility Payment Account” and shall, (i)
in each Business Day preceding each Interest Payment Date of the 2008 Certificates, before 5:00
P.M. New York City time on such day, draw on the Liquidity Facility in accordance with the
terms thereof so as to receive by 1:00 P.M. New York City time on said Interest Payment Date,
an amount, in immediately available funds, equal to the amount of interest and principal, if any
(including any Sinking Fund Payment) due on such date, payable with respect to the 2008
Certificates on such Interest Payment Date, and (ii) on each Mandatory Purchase Date, before
12:00 P.M. New York City time draw on the Liquidity Facility in accordance with the terms
thereof so as to receive by 3:00 P.M. New York City time on said Interest Payment Date, an
amount, in immediately available funds, equal to the amount of the interest and principal due on
such date, payable with respect to the 2008 Certificates. All monies held in the 2008 Liquidity
Facility Account shall be held uninvested in trust for the benefit of the Owners of the 2008
Certificates.

Funds for the payment of interest and principal, if any, payable with respect to the 2008
Certificates on such Interest Payment Date or Mandatory Purchase Date shall be derived from
the immediately available funds on deposit in the 2008 Liquidity Facility Payment Account
received from the Bank from draws under the Liquidity Facility, and not from amounts on
deposit in the 2008 Interest Account, the 2008 Principal Account or any other account
established hereunder. The Liquidity Facility Provider will be reimbursed from such draws from
amounts on deposit in the 2008 Interest Account, the 2008 Principal Account or, in the case of a
Mandatory Purchase Date, amounts in the Remarketing Account, if any.

If the Liquidity Facility Provider shall make a payment under the Liquidity Facility and is
not reimbursed by the Trustee from amounts on deposit in the 2008 Interest Account or 2008
Principal Account or Parity Reserve Fund, its rights with respect to the 2008 Certificates so paid
or interest thereon so paid shall be as set forth in Section 10.05 hereof, including its rights to
demand payment of such amounts under the 2008 Certificate Insurance Policy. If the Liquidity
Facility Provider fails to pay under the Liquidity Facility upon the presentation of a proper draw
request by ‘the Trustee and the City has not defaulted under the related Reimbursement
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Agreement, to the extent available, amounts on deposit in the 2008 Interest Account, the 2008
Principal Account and the Parity Reserve Fund will be applied to the payment of regularly
scheduled interest and principal payable on the applicable Interest Payment Date with respect to
the 2008 Certificates.. '

ARTICLE V

COVENANTS OF THE AUTHORITY AND THE TRUSTEE

Section 5.01. Compliance with Trust Agreement. The Trustee will not execute or deliver
any 2008 Certificates in any manner other than in accordance with the provisions hereby; and the
Authority will not suffer or permit any default by it to occur hereunder, but will faithfully
comply with, keep, observe and perform all the agreements and covenants to be observed or
performed by it contained herein and in the 2008 Certificates.

Section 5.02. Observance of Laws and Regulations. The Authority and the Trustee will
faithfully comply with, keep, observe and perform all valid and lawful obligations or regulations
now or hereafter imposed on them by contract, or prescribed by any law of the United States of
America or of the State of California, or by any officer, board or commission having jurisdiction
or control, as a condition of the continued enjoyment of each and every franchise, right or
privilege now owned or hereafter acquired by them, including their right to exist and carry on
their respective businesses, to the end that such franchises, rights and privileges shall be
maintained and preserved and shall not become abandoned, forfeited or in any manner impaired.

Section 5.03. Accounting Records and Reports. The Trustee will keep or cause to be
kept proper books of record and accounts in which complete and correct entries shall be made of
all transactions made by the Trustee relating to the receipts, disbursements, allocation and
application of the 2008 Payments and the proceeds of the 2008 Certificates, and such books shall
be available for inspection by the Authority, at reasonable hours and under reasonable
conditions. Not more than 180 days after the close of each Fiscal Year, the Trustee shall furnish
or cause to be furnished to the Authority and the 2008 Certificate Insurer-a complete financial
statement covering receipts, disbursements, allocation and application of 2008 Payments
received by the Trustee for such Fiscal Year. The Authority shall keep or cause to be kept such
information as required under the Tax Certificate. ’

Section 5.04. Prosecution and Defense of Suits. The Authority will defend against every
suit, action or proceeding at any time brought against the Trustee upon any claim to the extent
arising out of the receipt, application or disbursement of any of the 2008 Payments and the
proceeds of the 2008 Certificates or to the extent involving the failure of the Authority to fulfill
its obligations hereunder; provided that the Trustee or any affected Owner at its election may
appear in and defend any such suit, action or proceeding. The Authority will indemnify and hold
harmless the Trustee against any and all liability claimed or asserted by any person to the extent
arising out of such failure by the Authority, and will indemnify and hold harmless the Trustee
against any attorney’s fees or other expenses which it may incur in connection with any litigation
to which it may become a party by reason of its actions hereunder, except for any loss, cost,
damage or expense resulting from the active or passive negligence, willful misconduct or breach
of duty by the Trustee. Notwithstanding any contrary provision hereof, this covenant shall
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remain in full force and effect even though all 2008 Certificates secured hereby may have been
fully paid and satisfied.

Section 5.05. Amendments to Contract. Except for any Supplemental Contract delivered
in accordance with the terms of the Contract, the Authority shall not supplement, amend, modify
or terminate any of the terms of the Contract, or consent to any such supplement, amendment,
modification or termination, without the prior written consent of the Trustee, which such consent
shall be given only if (a) such supplement, amendment, modification or termination will not
materially adversely affect the interests of the Owners or result in any material impairment of the
security hereby given for the payment of the 2008 Certificates, or (b) the Trustee first obtains the
written consent of the Owners of a majority in aggregate principal amount evidenced and
represented by the 2008 Certificates then Outstanding to such supplement, amendment,
modification or termination; provided, that no such supplement, amendment, modification or
termination shall reduce the amount of 2008 Payments to be made to the Authority or the Trustee
by the City pursuant to the Contract, or extend the time for making such 2008 Payments in any
manner that would require the amendment of the Trust Agreement in any manner not in
compliance with Section 7.01 hereof, or permit the creation of any lien prior to or on a parity
with the lien created hereby on the 2008 Payments without the written consent of all of the
- Owners of the 2008 Certificates then Outstanding.

Section 5.06. Recording and Filing. The Trustee upon receipt of a Written Request of
the Authority, at the expense of the Authority, shall file, record, register, renew, refile and
rerecord all such documents, including financing statements (or continuation statements in
connection therewith), all-in such manner, at such times and in such places as may be required
and to the extent permitted by law in order to fully perfect, preserve and protect the security of
the Owners and the rights and interests of the Trustee; provided, however, that the Trustee will
not be required to execute a special or general consent to service of process, or to qualify as a
foreign corporation in connection' with any such filing, recording, registration, refiling or
rerecording in any jurisdiction in which it is not now so subject.

Section 5.07. Further Assurances. Whenever and so often as reasonably requested to do
so by the Trustee or any Owner, the Authority will promptly execute and deliver or cause to be
executed and delivered all such other and further assurances, documents or instruments, and
promptly do or cause to be done all such other and further things as may be necessary or
reasonably required in order to further -and more fully vest in the Trustee and the Owners all
rights, interests, powers, benefits, privileges and advantages conferred or intended to be
conferred upon them hereby.

ARTICLE VI

THE TRUSTEE
Section 6.01. The Trustee.

(a) The Bank of New York Mellon Trust Company, N.A., shall serve as the Trustee
for the purpose of receiving all money which the Authority is required to deposit with the
Trustee hereunder and for the purpose of allocating, applying and using such money as provided
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herein and for the purpose of paying the interest and principal and prepayment premiums, if any,
evidenced and represented by the 2008 Certificates presented for payment, and for the purpose of
canceling all paid or prepaid 2008 Certificates as provided herein. The Authority agrees that it
will at all times maintain a Trustee having a corporate trust office in either San Francisco,
California or Los Angeles, California.

(b) The Authority may at any time, unless there exists any Event of Default as
defined in Section 8.01 hereof, remove the Trustee initially appointed and any successor thereto
and may appoint a successor or successors thereto by an instrument in writing; provided that any
successor appointed under this Trust Agreement shall be approved by the 2008 Certificate
Insurer and shall be a bank, national banking association with trust powers or trust company
doing business and having a principal office in either San Francisco, California or Los Angeles,
California, having (or if such bank, national banking association or trust company is a member of
a bank holding company system, its bank holding company has) a combined capital (exclusive of
borrowed capital) and surplus of at least $50,000,000 and subject to supervision or examination
by federal or state authority. If such bank, national banking association 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, national banking association 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 of such
resignation to the Authority and by mailing to the Owners notice of such resignation. Upon
receiving such notice of resignation, the Authority shall promptly appoint a successor Trustee by
an instrument in writing. Any removal or resignation of a Trustee and appointment of a
successor Trustee shall become effective only upon the acceptance of appointment by the
successor Trustee. If, within 30 days after notice of the removal or resignation of the Trustee no
successor Trustee shall have been appointed and shall have accepted such appointment, the
removed or resigning Trustee may petition any court of competent jurisdiction for the
appointment of a successor Trustee, which court may thereupon, after such notice, if any, as it
may deem proper and prescribe and as may be required by law, appoint a successor Trustee
having the qualifications required hereby. Any successor trustee shall signify its acceptance of
the duties under this Trust Agreement by an instrument in writing provided to the Authority and
the Notice Parties.

(c) In the event that the Trustee breaches its obligations hereunder or under any other
financing document in connection with the issuance of the 2008 Certificates, at the request of the
2008 Certificate Insurer, the Authority shall remove and replace the Trustee in accordance with
the terms of the foregoing clause (b).

(d) The Trustee shall only hold the duties set forth in this Trust Agreement and no
duties shall be implied against the Trustee. Following the occurrence of an Event of Default, the
Trustee shall exercise such of the rights and powers vested in it hereby, 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.
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Section 6.02. Liability of the Trustee.

, (a) The recitals of facts, agreements and covenants herein and in the 2008 Certificates
shall be taken as recitals of facts, agreements and covenants of the Authority, and the Trustee
assumes no responsibility for the correctness of the same or makes any representation as to the
sufficiency or validity hereof or of the 2008 Certificates, or shall incur any responsibility in
respect thereof other than in connection with the rights or obligations assigned to or imposed
upon it herein, in the 2008 Certificates or in law or equity. The Trustee shall not be liable in
connection with the performance of its duties hereunder except for its own active or passive
negligence or willful misconduct.

(b) The Trustee shall not be liable for any error of judgment made in good faith by a
responsible officer, unless it shall be proved that the Trustee was negligent in 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 principal amount of the 2008 Certificates 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 hereunder.

(d) The Trustee shall be under no obligation to exercise any of the rights or powers
vested in it hereby at the request, order or direction of any of the Owners pursuant to the
provisions hereof unless such Owners shall have offered to the Trustee reasonable security or
indemnity against the costs, expenses and liabilities that may be incurred therein or thereby. The
Trustee has no obligation or liability to the Owners for the payment of interest, principal or
prepayment premium, if any, evidenced and represented by the 2008 Certificates from its own
funds; but rather the Trustee’s obligations shall be limited to the performance of its duties
hereunder.

(e) The Trustee shall not be deemed to have knowledge of any default hereunder or
default under the Contract unless and until it shall have actual knowledge thereof or shall have
received written notice thereof at its Corporate Trust Office. 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 2008 Certificates or as to the existence of a default
hereunder.

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

(2) The Trustee shall not be concerned with or accountable to anyone for the
subsequent use or application of any moneys which shall be released or withdrawn in accordance
with the provisions hereof.

59

SF1 1673729



(h) Whether or not therein expressly so provided, every provision hereof or of the
Contract or any related documents relating to the conduct or affecting the liability of or affording
protection to the Trustee shall be subject to the provisions of this article.

@) The Trustee makes no representation or warranty, express or implied, as to the
title, value, design, compliance with specifications or legal requirements, quality, durability,
operation, condition, merchantability or fitness for any particular purpose for the use
contemplated by the Authority or City of the 2008 Project. In no event shall the Trustee be liable
for incidental, indirect, special or consequential damages in connection with or arising from the
Contract or this Trust Agreement for the existence, furnishing or use of the 2008 Project.

(3) = The Trustee shall be protected in acting upon any notice, requisition, resolution,
request, consent, order, certificate, facsimile transmission, electronic mail, report, opinion, 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 of or to
the Authority, 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 by it hereunder
in good faith and in accordance therewith.

k) Whenever in the administration of its rights and obligations hereunder the Trustee
shall deem it necessary or desirable that a matter be established or proved prior to taking or
suffering any action hereunder, such matter (unless other evidence in respect thereof be herein
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 Authority, which certificate shall
be full warrant to the Trustee for any action taken or suffered under the provisions hereof upon
the faith thereof, but in its discretion the Trustee may in lieu thereof accept other evidence of
such matter or may require such additional evidence as it may deem reasonable.

)] No provision of this Trust Agreement shall require the Trustee to expend or risk
its own funds or otherwise incur any financial liability in the performance of any of its duties
hereunder, or in the exercise of its rights or powers.

(m)  The Trustee shall have no responsibility, opinion or liability with respect to any
information, statement or recital in any offering memorandum or other disclosure material
prepared or distributed with respect to the execution and delivery of the 2008 Certificates.

(n)  All immunities, indemnifications and releases from liability granted herein to the
Trustee shall extend to the directors, employees, officers and agents thereof.

(0) 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, so long as such company shall meet the
requirements set forth in Section 6.01 hereof, shall be the successor to the Trustee and vested
with all of the title to the trust estate and all of the trusts, powers, discretions, immunities,
privileges and all other matters as was its predecessor, without the execution or filing of any
paper or further act, anything herein to the contrary notwithstanding. '
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(p) The Trustee may become the owner or pledgee of any 2008 Certificates with the
same rights it would have if it were not Trustee.

(@ The Trustee shall not be considered in breach of or in default in its obligations
hereunder or progress in respect thereto in the event of enforced delay (“unavoidable delay”) in
the performance of such obligations due to unforeseeable causes beyond its control and without
its fault or negligence, including, but not limited to, acts of God or of the public enemy or
terrorists, acts of a government, acts of the other party, fires, floods, epidemics, quarantine
restrictions, strikes, freight embargoes, earthquakes, explosion, mob violence, riot, inability to
procure or general sabotage or rationing of labor, equipment, facilities, sources of energy,
material or supplies in the open market, litigation or arbitration involving a party or others
relating to zoning or other governmental action or inaction pertaining to the project, malicious
mischief, condemnation, and unusually severe weather or delays of suppliers or subcontractors
due to such causes or any similar event and/or occurrences beyond the control of the Trustee.

(r) The Trustee agrees to accept and act upon instructions or directions pursuant to
this Trust Agreement sent by unsecured e-mail, facsimile transmission or other similar unsecured
electronic methods, provided, however, that, the Trustee shall have received an incumbency
certificate listing persons designated to give such instructions or directions and containing
specimen signatures of such designated persons, which such incumbency certificate shall be
amended and replaced whenever a person is to be added or deleted from the listing. If the
Authority elects to give the Trustee e-mail or facsimile instructions (or instructions by a similar
electronic method) and the Trustee in its discretion elects to act upon such instructions, the
Trustee’s understanding of such instructions shall be deemed controlling. The Trustee shall not
be liable for any losses, costs or expenses arising directly or indirectly from the Trustee’s
reliance upon and compliance with such instructions notwithstanding such instructions conflict
or are inconsistent with a subsequent written instruction. The Authority agrees to assume all
risks arising out of the use of such electronic methods to submit instructions and directions to the
Trustee, including without limitation the risk of the Trustee acting on unauthorized instructions,
and the risk of interception and misuse by third parties.

(s) The permissive right of the Trustee to do things enumerated in this Indenture shall
not be construed as a duty and it shall not be answerable for other than its negligence or willful
misconduct. : o

Section 6.03. Compensation and Indemnification of Trustee. The Authority covenants to
pay to the Trustee from time to time, and the Trustee shall be entitled to, reasonable
compensation for all services rendered by it in the exercise and performance of any of the powers
and duties hereunder of the Trustee, and the Authority will pay or reimburse the Trustee upon its
request for all expenses, disbursements and advances incurred or made by the Trustee in
accordance with any of the provisions hereof (including the reasonable compensation and the
expenses and disbursements of its counsel and of all persons not regularly in its employ) except
any such expense, disbursement or advance as may arise from its negligence, default or willful
misconduct. The Authority, to the extent permitted by law, shall indemnify, defend and hold
harmless the Trustee against any loss, damages, liability or expense incurred without negligence,
default or willful misconduct on the part of the Trustee arising out of or in connection with (i) the
acceptance or administration of the trusts created hereby, or the exercise or performance of any
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of its powers or duties hereunder, or (ii) 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 made, in the light of the circumstances under which they were made, not misleading
in any official statement or other offering circular utilized in connection with the sale of any of
the 2008 Certificates, including costs and expenses (including attorneys’ fees) of defending itself
against any claim or liability in connection with the exercise or performance of any of its powers
hereunder; provided, however, that the Trustee shall in no event condition any draw upon the
Liquidity Facility, any request for payment under the Credit Enhancement or any payment to
Owners from such draws under the Liquidity Facility or such payments under the Credit
Enhancement upon the provision of any indemnification for such performance. The rights of the
Trustee and the obligations of the Authority under this Section shall survive the discharge of the
2008 Certificates and the Trust Agreement and the resignation or removal of the Trustee.

ARTICLE VII

AMENDMENT OF THE TRUST AGREEMENT

Section 7.01. Amendment of the Trust Agreement. The Trust Agreement and the rights
and obligations of the Authority and of the Owners may be amended at any time by a
Supplemental Trust Agreement which shall become binding when the written consents of the
Owners of a majority in aggregate principal amount of the 2008 Certificates then Outstanding,
exclusive of 2008 Certificates disqualified as provided in Section 7.02 hereof, are filed with the
Trustee; provided, that before executing any such Supplemental Trust Agreement the Trustee
may first obtain at the Authority’s expense an Opinion of Counsel that such Supplemental Trust
Agreement complies with the provisions of the Trust Agreement, on which opinion the Trustee
may conclusively rely. No such amendment shall (1) extend the Certificate Payment Date of, or
change the payment dates of, or reduce the rate of interest or principal or prepayment premium,
if any, evidenced and represented by any 2008 Certificate without the express written consent of
the Owner of such Certificate, or (2) reduce the percentage of 2008 Certificates required for the
written consent to any such amendment, or (3) modify any rights or obligations of the Trustee
without its prior written assent thereto. |

The Trust Agreement and the rights and obligations of the Authority and of the Owners
may also be amended at any time by a Supplemental Trust Agreement which shall become
binding upon adoption without the consent of any Owners, but only to the extent permitted by
law, for any purpose that will not materially adversely affect the interests of the Owners,
including (without limitation) for any one or more of the following purposes:

(a) to add to the agreements and covenants required herein to be performed by
the Authority other agreements and covenants thereafter to be performed by the
Authority, or to surrender any right or power reserved herein to or conferred herein on the

* Authority; : C

(b) to make such provisions. for the purpose of curing any ambiguity or of
correcting, curing or supplementing any defective provision contained herein or in regard
to questions arising hereunder which the Authorlty may deem desuable or necessary and
not inconsistent herewith;
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(c) to add to the agreements and covenants required herein, such agreements
and covenants as may be necessary to qualify the Trust Agreement under the Trust
Indenture Act of 1939;

(d to make any amendments or supplements necessary or appropriate to
preserve or protect the exclusion of interest evidenced and represented by the 2008
Certificates from gross income for federal income tax purposes under the Code or the
exemption of such interest from State of California personal income taxes;

(e) to make such amendments or supplements as may be necessary or
appropriate to maintain any then current rating on the 2008 Certificates by any of the
Rating Agencws

(f)  to add to the rights of the Trustee;

(2) to modify, alter, amend or supplement this Trust Agreement in any other
respect, including amendments which would otherwise be described in the first paragraph
of this Section 7.01, if the effective date of such amendments is a date on which all 2008
Certificates affected thereby are subject to mandatory tender for purchase pursuant to the
provisions of this Trust Agreement or if notice of the proposed amendments is given to
Owners of the affected 2008 Certificates at least thirty (30) days before the proposed
effective date of such amendments and, on or before such effective date, such Owners
have the right to demand purchase of their 2008 Certificates pursuant to the provisions of
this Trust Agreement; or

(h) for any other purpose that does not materially and adversely affect the
interests of the Owners of the 2008 Certificates.

Section 7.02. Disqualified Certificates. 2008 Certificates owned or r held by or for the
account of the Authority or the City shall not be deemed Outstanding for the purpose of any
consent or other action or any calculation of Outstanding 2008 Certificates provided in this
article, and shall not be entitled to consent to or take any other action provided in this article.
Upon request of the Trustee, the Authority and the City shall specify in a certificate to the
Trustee those 2008 Certificates disqualified pursuant to this Section and the Trustee may
conclusively rely on such certificate.

Section 7.03. Endorsement or Replacement of Certificates After Amendment. After the
effective date of any action taken as hereinabove provided, the Authority may determine that the
2008 Certificates may bear a notation by endorsement in form approved by the Authority as to
such action, and in that case upon demand of the Owner of any Outstanding 2008 Certificates
and presentation of such Owner’s 2008 Certificate for such purpose at the Corporate Trust Office
of the Trustee a suitable notation as to such action shall be made on such Certificate. If the
Authority shall so determine, new 2008 Certificates so modified as, in the opinion of the
Authority, shall be necessary to conform to such action shall be prepared and executed, and in
that case upon demand of the Owner of any Outstanding 2008 Certificate a new 2008 Certificate
or Certificates shall be exchanged at the Corporate Trust Office of the Trustee without cost to
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each Owner for its 2008 Certificate or 2008 Certificates then Outstanding upon surrender of such
Outstanding 2008 Certificates.

Section 7.04. Amendment by Mutual Consent. Subject to Section 10.02 hereof, the
provisions of this article shall not prevent any Owner from accepting any amendment as to the
particular 2008 Certificates held by him, provided that due notation thereof is made on such 2008
Certificates. '

Section 7.05. Consent of Liquidity Facility Provider. Notwithstanding anything to the
contrary contained in this Trust Agreement, this Trust Agreement may not be amended without
the prior written consents of the Liquidity Facility Provider and 2008 Certificate Insurer.

Section 7.06. Notice. The Trustee shall give notice to the Rating Agencies of any
amendments pursuant to this Article VII.

ARTICLE VIII

EVENTS OF DEFAULT AND REMEDIES OF OWNERS

Section 8.01. Events of Default: Acceleration; Waiver of Default. If an Event of Default
(as that term is defined in the Contract) shall happen, then such Event of Default shall constitute
a default hereunder, and in each and every such case during the continuance of such Event of
Default the Trustee after receiving indemnification to its satisfaction or the Owners of not less
than a majority in aggregate principal amount of the 2008 Certificates then Outstanding shall
exercise the remedies provided to the Authority in the Contract; provided, that nothing contained
herein shall affect or impact the right of action of any Owner to institute suit directly against the
City to enforce payment of the obligation evidenced and represented by such Owner’s 2008
Certificates. In determining whether a payment default has occurred hereunder, or whether a
payment on the 2008 Certificates has been made hereunder, no effect shall be given to payments
made under the 2008 Certificate Insurance Policy. Upon the occurrence of any Event of Default,
the Trustee shall give notice to the Credit Enhancement Provider and the Liquidity Facility
Provider.

Section 8.02. Other Remedies of the Trustee. The Trustee shall have the right—

(a) by mandamus or other action or proceeding or suit at law or in equity to
enforce the Authority’s rights under the Contract against the City or any director, officer
or employee thereof, and to compel the City or any such director, officer or employee to
perform or carry out its or his duties under law and the agreements and covenants
required to be performed by it or him contained in the Contract;

(b) . by suitin equity to enjoin any acts or things which are unlawful or violate
the rights of the Trustee; or

(c) by suit in equity upon the happening of any Event of Default hereunder to
enforce the Authority’s rights under the Contract to require the City and its directors,
officers and employees to account as the trustee of an express trust.
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Section 8.03. Non-Waiver. A waiver of any default or breach of any duty or contract by
the Trustee shall not affect any subsequent default or breach of duty or contract or impair any
rights or remedies on any such subsequent default or breach of duty or contract. No delay or
omission by the Trustee to exercise any right or remedy accruing upon any default or breach of
duty or contract shall impair any such right or remedy or shall be construed to be a waiver of any
such default or breach of duty or contract or any acquiescence therein, and every right or remedy
conferred upon the Trustee by law or by this article may be enforced and exercised from time to
time and as often as shall be deemed expedient by the Trustee.

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

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

Section 8.05. No Liability by the City to the Owners. Except for the payment when due
of the 2008 Payments and the performance of the other agreements and covenants required to be
performed by it contained in the Contract, the City shall not have any obligation or liability to the
Owners with respect to the Trust Agreement or the preparation, execution, delivery or transfer of
the 2008 Certificates or the disbursement of the 2008 Payments by the Trustee to the Owners, or
with respect to the performance by the Trustee of any right or obligation required to be
performed by it contained herein. :

Section 8.06. No Liability by the Trustee to the Owners. Except as expressly provided
herein, the Trustee shall not have any obligation or liability to the Owners with respect to the
payment when due of the 2008 Payments by the City, or with respect to the performance by the
City of the other agreements and covenants required to be performed by its contained in the
Contract.

Section 8.07. Control of Remedies by Credit Enhancement Provider or Liquidity Facility
Provider. As long as no Control Event has occurred, notw1thstand1ng anything in this Trust
Agreement to the contrary, the 2008 Certificate Insurer shall have the right to direct all remedies
upon the occurrence of an Event of Default. If a Control Event has occurred and the Bank’s
Credit Enhancement is in effect, notwithstanding anything in this Trust Agreement to the
contrary, the Bank shall have the right to direct all remedies upon the occurrence of an Event of
Default. If a Control Event has occurred and the Bank’s Credit Enhancement is no longer in
effect, notwithstanding anything in this Trust Agreement to the contrary, the Liquidity Facility
Provider shall have the right to direct all remedies upon the occurrence of an Event of Default.

Notwithstanding the foregoing, if a Liquidity Facility is in effect, and the Provider
thereof has failed to honor its payment obligations under the Liquidity Facility in respect of the
purchase price of Certificates upon tender thereof, fifty-one percent (51%) of the Certificate
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holders of the Certificates enhanced by such Liquidity Facility (excluding Certificates owned by
the City and Bank Certificates), shall have the right at any time, by an instrument or instruments
in writing executed and delivered to the Trustee, to direct the method and place of conducting all
proceedings to be taken in connection with the enforcement of such payment obligations;
provided that such direction shall be in accordance with applicable law.

Section 8.08. Application of Funds in case of an Event of Default. All moneys received
by the Trustee pursuant to any right given or action taken under the provisions of this
Article VIII shall be deposited into the 2008 Debt Service Fund and shall be applied by the
Trustee in the following order upon presentation and surrender of the several 2008 Certificates:
First, Costs and Expenses: to the payment of reasonable fees and expenses of the Trustee
(including reasonable fees and disbursements of its counsel) incurred in and about the
performance of its powers and duties under this Trust Agreement;_Second, Interest: to the
payment to the persons entitled thereto of all installments of interest then due or which have
accreted in the order of the maturity of such installment, and, if the amount available shall not be
sufficient to pay in full any installment or installments maturing on the same date, then to the
payment thereof ratably, according to the amounts due thereon, to the persons entitled thereto,
without any discrimination or preference; and_Third, Principal: to the payment to the persons
entitled thereto of the unpaid principal of any 2008 Certificates that shall have become due,
whether at maturity or by call for prepayment, in the order of their due dates, with interest on the
overdue principal and interest at a rate equal to the rate paid with respect to the 2008 Certificates
and, if the amount available shall not be sufficient to pay in full all the amounts due with respect
to the 2008 Certificates on any date, together with such interest, then to the payment thereof
ratably, according to the amounts of principal due on such date to the persons entitled thereto,
without any discrimination or preference.

" ARTICLE IX

DEFEASANCE

Section 9.01. Discharge of Trust Agreement. When the obligations of the City under the
Contract shall cease pursuant to Article VI of the Contract (except for the right of the Trustee
and the obligation of the City to have the money and Federal Securities mentioned therein
applied to the payment of 2008 Payments as therein set forth) and (i) the 2008 Certificates are in
Fixed Rate Mode at the time moneys or Federal Securities are deposited, (ii) the deposit of
money and Federal Securities is sufficient to pay the 2008 Certificates at the Maximum Rate to
the earlier of the first possible tender or redemption' date, (iii) the City shall have received a
Rating Confirmation Notice on any 2008 Certificate that shall remain Outstanding following
such redemption, and (iv) all other sums payable hereunder, including to the 2008 Certificate
Insurer and Bank, have been paid, then and in such case the obligations created by this Trust
Agreement shall thereupon cease, terminate and become void except for the right of the Owners
and the obligation of the Trustee to apply such moneys and Federal Securities to the payment of
the 2008 Certificates as herein set forth and the right of the Trustee to collect any fees or
expenses due hereunder and the Trustee shall turn over to the City, as an overpayment of 2008
Payments, all balances remaining in any other funds or accounts other than moneys and Federal
Securities held for the payment of the 2008 Certificates at maturity or on prepayment, which
moneys and Federal Securities shall continue to be held by the Trustee in trust for the benefit of

66

SF1 1673729



the Owners and shall be applied by the Trustee to the payment, when due, of the principal and
interest and premium if any represented by the 2008 Certificates, and after such payment, this
Trust Agreement shall become void.

If moneys or Federal Securities are deposited with and held by the Trustee as hereinabove
- provided, the Trustee shall mail a notice, first-class postage prepaid, to the Owners at the
addresses listed on the registration books kept by the Trustee pursuant to Section 2.08 hereof,
stating that (a) moneys or Federal Securities are so held by it, and (b) that this Trust Agreement
has been released in accordance with the provisions of this Section.

In connection with any defeasance of any of the 2008 Certificates pursuant to this Article,
the 2008 Certificate Insurer (or, if a Control Event has occurred, the Bank) shall receive (i) a
Favorable Opinion of Special Counsel and (ii) an escrow agreement and an Opinion of Counsel
regarding the validity and enforceability of the escrow agreement, such escrow agreement shall
provide that: (1) any substitution of securities shall require a verification by an independent
certified public accountant and the prior written consent of the 2008 Certificate Insurer; (2) the
Authority will not exercise any optional redemption of the 2008 Certificates secured by the
escrow agreement or any other redemption other than mandatory sinking fund redemptions
unless (a) the right to make any such redemption has been expressly reserved in the escrow
agreement and such reservation has been disclosed in detail in the official statement for the
refunding obligations, and (b) as a condition of any such redemption there shall be provided to
the 2008 Certificate Insurer (or, if a Control Event has occurred, the Bank) a verification of an
independent certified public accountant as to the sufficiency of escrow receipts without
reinvestment to meet the escrow requirements remaining following such redemption; and (3) the
Authority shall not amend the escrow agreement or enter into a forward purchase agreement or
other agreement with respect to rights in the escrow without the prior written consent of the 2008
Certificate Insurer (or, if a Control Event has occurred, the Bank). -

Notice of discharge of the Trust Agreement under this Article IX shall be provided to the
Rating Agencies by the Trustee.

Notwithstanding the provisions of this Section: (i) amounts of principal of and interest on
any 2008 Certificates paid by the 2008 Certificate Insurer under the 2008 Certificate Insurance
Policy shall not be deemed to have been paid for purposes of this Trust Agreement and such
2008 Certificates shall remain Outstanding and such amounts shall continue to be due and owing
until paid; and (ii) this Trust Agreement shall not be discharged unless all amounts due or to
become due to the 2008 Certificate Insurer hereunder or under the 2008 Certificate Insurance
Policy have been paid in full or duly provided for.

Section 9.02. Deposit of Money or Securities with Trustee. Whenever in this Trust
Agreement or the Contract it is provided or permitted that there be deposited with or held in trust
by the Trustee money or securities (certified to be sufficient by a report of an Independent
Certified Public Accountant) in the necessary amount to pay or prepay any 2008 Certificates, the
money or securities to be so deposited or held may include money or securities held by the
Trustee in the funds and accounts established pursuant to this Trust Agreement and shall be --
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(a) lawful money of the United States of America in an amount equal to the
principal amount represented by such 2008 Certificates and all unpaid interest
represented thereby to maturity, except that, in the case of 2008 Certificates which are to
be prepaid prior to maturity and in respect of which notice of such prepayment shall have
been given as in Article II provided or provision satisfactory to the Trustee shall have
been made for the giving of such notice, the amount to be deposited or held shall be the
principal amount plus accrued interest to such date of prepayment plus a prepayment
premium, if any, represented by such 2008 Certificates; or

) Federal Securities which are not subject to redemption except by the
holder thereof prior to maturity (including any such securities issued or held in book-
entry form) or municipal obligations which have been defeased under irrevocable escrow

instructions with Federal Securities and which are rated in the highest rating category by
the Rating Agencies, the principal of and interest on which when due will provide, in its
opinion of an Independent Certified Public Accountant, delivered to the Trustee, money
sufficient to pay the principal plus prepayment premium, if any, plus all accrued interest
to maturity or to the prepayment date, as the case may be, represented by the 2008
Certificates to be paid or prepaid, as such amounts become due, provided that, in the case
of 2008 Certificates which are to be prepaid prior to the maturity thereof, notice of such
prepayment shall have been given as in Article II provided or provision satisfactory to the
Trustee shall have been made for the giving of such notice;

provided, in each case, that the Trustee shall have been irrevocably instructed (by the terms of
this Trust Agreement and the Contract or by Written Request of the City) to apply such money to
the payment of such principal plus prepayment premium, if any, plus interest represented by such

- 2008 Certificates.

Section 9.03. Unclaimed Money. Anything contained herein to the contrary
notwithstanding, any money held by the Trustee in trust for the payment and discharge of any of
the 2008 Certificates which remains unclaimed for two years after the date when such 2008
Certificates have become due and payable, either at their stated Certificate Payment Dates or by
call for prepayment prior to Certificate Payment Date, if such money was held by the Trustee at
such date, or for two years after the date of deposit of such money if deposited with the Trustee
after the date when such Certificates have become due and payable, shall be repaid by the
Trustee to the City as its absolute property free from trust, and the Trustee shall thereupon be
released and discharged with respect thereto and the Owners-shall look only to the City for the
payment of the 2008 Payments evidenced and represented by such 2008 Certificates; provided,
however, that before being required to make any such payment to the City, the Trustee shall, at
the request of and at the expense of the City, cause to be mailed to all Owners and the Securities
Depositories and the Information Services a notice that such money remains unclaimed and that,
after a date named in such notice, which date shall not be less than 30 days after the date of the
first publication of each such notice, the balance of such money then unclaimed will be returned
to the City. ’ ‘ '
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ARTICLE X

CERTIFICATE INSURANCE PROVISIONS

Section 10.01. Payment Under the 2008 Certificate Insurance Policy. The payment
when due of the principal and interest with respect to the 2008 Certificates shall be insured by
the 2008 Certificate Insurance Policy. As long as the 2008 Certificate Insurance Policy shall be
in full force and effect, the Authority and the Trustee agree to comply with the following
provisions with respect to the 2008 Certificates:

(a) In the event that, on the second Business Day, and again on the Business Day,
prior to an interest payment date for the 2008 Certificates the Trustee has not received sufficient
moneys to pay all of the principal and interest with respect to the 2008 Certificates (including
amounts required to reimburse the Bank for the payment of such principal and interest) due on
the second following, or following, Business Day, as the case may be, the Trustee shall promptly
on such Business Day moneys are not received, notify the 2008 Certificate Insurer or its designee
on the same Business Day by telephone, electronic mail or facsimile, confirmed in writing by
registered or certified mail of the amount of the deficiency, the obligations which such
deficiency is applicable and whether such obligations will be deficient as to principal or interest
or both. If the deficiency is cured in whole or in part prior to or on the interest payment date, the
Trustee shall so notify the 2008 Certificate Insurer or its designee.

(b) The Trustee shall, after giving notice to the 2008 Certificate Insurer, as provided
above, make available to the 2008 Certificate Insurer and, at the 2008 Certificate Insurer’s
direction, to any fiscal agent, the registration books of the Authority maintained by the Trustee
and all records relating to the funds maintained under the documentation.

(© The Trustee shall provide the 2008 Certificate Insurer and any fiscal agent with a
list of registered owners of the 2008 Certificates entitled to receive principal or interest payments
from the 2008 Certificate Insurer under the terms of the 2008 Certificate Insurance Policy, and
shall make arrangements with the 2008 Certificate Insurer, the fiscal agent or another designee of
the 2008 Certificate Insurer to (i) mail checks or drafts to the registered owners of the 2008
Certificates (including the Bank) entitled to receive full or partial interest payments from the
2008 Certificate Insurer and (ii) pay principal upon the 2008 Certificates surrendered to the 2008
Certificate Insurer, the fiscal agent or another designee of the 2008 Certificate Insurer by the
registered owners of the 2008 Certificates (including the Bank) entltled to rece1ve full or partial
principal payments from the 2008 Certificate Insurer.

(d) The Trustee shall, at the time it provides notice to the 2008 Certificate Insurer of
any deficiency pursuant to clause (a) above, notify registered owners of the 2008 Certificates
(including the Bank) entitled to receive the payment of principal or interest thereon from the
2008 Certificate Insurer (i) as to such deficiency and its entitlement to receive principal or
interest, as applicable, (ii) that the 2008 Certificate Insurer will remit to them all or a part of the
interest payments due on the related payment date upon proof of its entitlement thereto and
delivery to the 2008 Certificate Insurer or any fiscal agent, in form satisfactory to the 2008
Certificate Insurer, of an appropriate assignment of the registered owner's right to payment, (iii)
that, if they are entitled to receive partial payment of principal from the 2008 Certificate Insurer,

69

SF1 1673729



they must surrender the related the 2008 Certificates for payment first to the Trustee, which will
note on such the 2008 Certificates the portion of the principal paid by the Trustee and second to
the 2008 Certificate Insurer or its designee, together with an appropriate assignment, in form
satisfactory to the 2008 Certificate Insurer, to permit ownership of the 2008 Certificates to be
registered in the name of the 2008 Certificate Insurer, which will then pay the unpaid portion of
principal, and (iv) that, if they are entitled to receive full payment of principal from the 2008
Certificate Insurer, they must surrender the 2008 Certificates for payment to the 2008 Certificate
Insurer or its designee, rather than the Trustee, together with the an appropriate assignment, in
form satisfactory to the 2008 Certificate Insurer, to permit ownership of the 2008 Certificates to
be registered in the name of the 2008 Certificate Insurer.

(e) In addition, if the Trustee has written notice that any Owner of a 2008 Certificate
(including the Bank) has been required to disgorge payments of principal or interest with respect
to the 2008 Certificates to the City or its trustee in bankruptcy or creditors or others pursuant to a
final judgment by a court of competent jurisdiction that such payment constitutes a voidable
preference to such Owner within the meaning of any applicable bankruptcy laws, then the
Trustee shall notify the 2008 Certificate Insurer or its designee of such fact by telephone or
telegraphic notice, confirmed in writing by registered or certified mail.

® The Trustee is hereby irrevocably designated, appointed, directed and authorized
to act as attorney-in-fact for Owners of the 2008 Certificates (including the Bank) as follows:

(1) If and to the extent there is a deficiency in amounts required to fully pay
interest on the 2008 Certificates, the Trustee shall (i) execute and deliver to the 2008
Certificate Insurer, in form satisfactory to the 2008 Certificate Insurer, an instrument
appointing the 2008 Certificate Insurer as agent for such Owners in any legal proceeding
related to the payment of such interest and an assignment to the 2008 Certificate Insurer
of the claims for interest to which such deficiency relates and which are paid by the 2008
Certificate Insurer, (ii) receive as designee of the respective Owners (and not as Trustee)
in accordance with the tenor of the 2008 Certificate Insurance Policy payment from the
2008 Certificate Insurer with respect to the claims for interest so assigned and
(iii) disburse the same to such respective Owners; and

(ii))  If and to the extent of a deficiency in amounts required to pay principal
with respect to the 2008 Certificates, the Trustee shall (i) execute and deliver to the 2008
Certificate Insurer, in form satisfactory to the 2008 Certificate Insurer, an instrument
appointing the 2008 Certificate Insurer as agent for such Owner in any legal proceeding
relating to the payment of such principal and an assignment to the 2008 Certificate
Insurer of any of the 2008 Certificates surrendered to the 2008 Certificate Insurer of so
much of the principal 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
effective only if payment from the 2008 Certificate Insurer is received), (ii) receive as
designee of the respective Owners (and not as Trustee) in accordance with the tenor of
the 2008 Certificate Insurance Policy payment therefor from the 2008 Certificate Insurer
and (iii) disburse the same to such Owners.
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(2 In the event that the Trustee shall have made a claim under the 2008 Certificate
Insurance Policy with respect to principal and/or interest due on any payment date with respect
to the 2008 Certificates and the Bank shall have paid on such payment date a draw made by the
Trustee on the Bank’s Credit Enhancement for such principal and/or interest, then,
notwithstanding anything to the contrary, the amount paid by the 2008 Certificate Insurer with
respect to the 2008 Certificates (the “Held Amount™) on such payment date pursuant to such
claim under the 2008 Certificate Insurance Policy shall be held uninvested by the Trustee until
the Trustee shall have received notice from the 2008 Certificate Insurer that: (A) the Bank has
directed the 2008 Certificate Insurer to reimburse the Bank for such draw pursuant to the
Reimbursement Agreement between the Bank and the City, in which case the Trustee shall
immediately pay the Held Amount to the Bank; or (B) the Bank has failed to direct the 2008
Certificate Insurer to reimburse the Bank for such draw within the time period set forth in the
Reimbursement Agreement between the Bank and the City, in which case the Trustee shall
immediately return the Held Amount to the 2008 Certificate Insurer. If the Held Amount is
returned to the 2008 Certificate Insurer, the Authority shall pay interest at the Reimbursement
Rate on such Held Amount from the date paid by the 2008 Certificate Insurer until such return to
the 2008 Certificate Insurer. Payments with respect to claims for interest and principal with
respect to the 2008 Certificates disbursed by the Trustee from proceeds of the 2008 Certificate
Insurance Policy shall not be considered to discharge the obligation of the Authority with respect
to such 2008 Certificates, and the 2008 Certificate Insurer shall become the Owner of such
unpaid 2008 Certificates and claims for the interest in accordance with the tenor of the
assignment made to it under the provisions of this Section 10.01 or otherwise.

(h) Irrespective of Whethef any such assignmént is executed and delivered, the
Authority and the Trustee hereby for the benefit of the 2008 Certificate Insurer that:

(1) to the extent the 2008 Certificate Insurer makes payments, directly or
indirectly (as by paying through the Trustee), on account of the principal or interest with
respect to the 2008 Certificates, the 2008 Certificate Insurer will be subrogated to the
rights of the Owners of the 2008 Certificates to receive the amount of such principal and
interest, with interest thereon as provided and solely from the sources stated in this Trust
Agreement and the 2008 Certificates, and

(i) ‘they will accordingly pay to the 2008 Certificate Insurer the amount of
such principal and interest, with interest thereon as provided in this Trust Agreement and
the 2008 Certificates, but only from the sources and in the manner provided herein for the
payment of the principal and interest with respect to the 2008 Certificates to Owners, and
will otherwise treat the 2008 Certificate Insurer as the Owner of such rights to the amount
of such principal and interest.

(i) The Authority hereby agrees to pay or reimburse the 2008 Certificate Insurer, to
the extent permitted by law, (A) all amounts paid by the 2008 Certificate Insurer under the terms
of the 2008 Certificate Insurance Policy, and (B) any and all charges, fees, costs and expenses
which the 2008 Certificate Insurer may reasonably pay or incur, including, but not limited to,
fees and expenses of attorneys, accountants, consultants and auditors and reasonable costs of
investigations, in connection with (i) any accounts established to facilitate payments under the
2008 Certificate Insurance Policy, (ii) the administration, enforcement, defense or preservation
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of any rights in respect of this Trust Agreement or any other financing document, including
defending, monitoring or participating in any litigation or proceeding (including any bankruptcy
proceeding in respect of the Authority or any affiliate thereof) relating to this Trust Agreement or
any other financing document, any party to this Trust Agreement or any other financing
document or the transaction contemplated by this Trust Agreement or any other financing
documents, (iii) the foreclosure against, sale or other disposition of any collateral securing any
obligations under this Trust Agreement or any other financing document, or the pursuit of any
remedies under this Trust Agreement or any other financing document, to the extent such costs
and expenses are not recovered from such foreclosure, sale or other disposition, or (iv) any
amendment, waiver or other action with respect to, or related to, this Trust Agreement or any
other financing document whether or not executed or completed; costs and expenses shall
include a reasonable allocation of compensation and overhead attributable to time of employees
of the 2008 Certificate Insurer spent in connection with the actions described in clauses (ii) - (iv)
above. In addition, the 2008 Certificate Insurer reserves the right to charge a reasonable fee as a
condition to executing any amendment, waiver or consent proposed in respect of this Trust
Agreement or any other financing document. The Authority will pay interest on the amounts
owed in this paragraph from the date of any payment due or paid, at the per annum rate of
interest publicly announced from time to time by JP Morgan Chase Bank, National Association
at its principal office in New York, New York as its prime lending rate (any change in such
prime rate of interest to be effective on the date such change is announced by JPMorgan Chase
Bank, National Association) plus three percent (3%) per annum (the 'Reimbursement Rate"). The
Reimbursement Rate shall be calculated on the basis of the actual number of days elapsed over a
360-day year. In the event JPMorgan Chase Bank ceases to announce its prime rate publicly, the
prime rate shall be the publicly announced prime rate or base lending rate of such national bank,
as the 2008 Certificate Insurer shall specify.

§)) In addition to any and all rights of reimbursement, subrogation and any other
rights pursuant hereto or under law or in equity, the Authority agrees to pay or reimburse the
2008 Certificate Insurer, to the extent permitted by law, any and all charges, fees, costs, claims,
losses, liabilities (including penalties), judgments, demands, damages, and expenses which the
2008 Certificate Insurer or its officers, directors, shareholders, employees, agents and each
Person, if any, who controls the 2008 Certificate Insurer within the meaning of either Section 15
of the Securities Act of 1933, as amended, or Section 20 of the Securities Exchange Act of 1934,
as amended, may reasonably pay or incur, including, but not limited to, fees and expenses of
attorneys, accountants, consultants and auditors and reasonable costs of investigations, of any
nature in connection with, in respect of or relating to the transactlons contemplated by this Trust
Agreement or any other financing document by reason of:

(a) any omission or action (other than of or by the 2008 Certiﬁcate Insurer) in
connection with the offering, issuance, sale, remarketing or dehvery of the 2008
Certlﬁcates

(b) the negligence, bad faith, willful misconduct, misfeasance, malfeasance or
theft committed by any director, officer, employee or agent of the Authority. in
connection with any transaction arising from or relating to this Trust Agreement or any
other financing document;
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(c) the violation by the Authority of any law, rule or regulation, or any
judgment, order or decree applicable to it;

(d the breach by the Authority of any representation, warranty or covenant
under this Trust Agreement or any other financing document or the occurrence, in respect
of the Authority under this Trust Agreement or any other financing document of any
"event of default" or any event which, with the giving of notice or lapse of time or both,
would constitute any "event of default"; or

(e) any untrue statement or alleged untrue statement of a material fact
contained in any official statement relating to the 2008 Certificates, if any, or any
omission or alleged omission to state therein a material fact required to be stated therein
or necessary to make the statements therein not misleading, except insofar as such claims
arise out of or are based upon any untrue statement or omission in information included
in an official statement, if any, and furnished by the 2008 Certificate Insurer in writing
expressly for use therein.

(k) The 2008 Certificate Insurer shall be entitled to pay principal of or interest on the
2008 Certificates that shall become Due for Payment but shall be unpaid by reason of
Nonpayment (as such terms are defined in the 2008 Certificate Insurance Policy) and any
amounts due on the 2008 Certificates as a result' of acceleration of the maturity thereof in
accordance with this Trust Agreement, whether or not the 2008 Certificate Insurer has received a
Notice (as defined in the 2008 Certificate Insurance Policy) of Nonpayment or a claim upon the
2008 Certificate Insurance Policy.

) In addition, the 2008 Certificate Insurer shall, to the extent it makes any payment
of principal or interest on the 2008 Certificates, become subrogated to the rights of the recipients
of such payments in accordance with the terms of 2008 Certificate Insurance Policy, and to
evidence such subrogation (i) in the case of claims for interest, the Trustee shall note the 2008
Certificate Insurer's rights as subrogee on the registration books of the Authority maintained by
the Trustee, upon receipt of proof of payment of interest thereon to the registered holders of the
2008 Certificates, and (ii) in the case of claims for principal, the Trustee, if any, shall note the
2008 Certificate Insurer's rights as subrogee on the registration books of the Authority
‘maintained by the Trustee, upon surrender of the 2008 Certificates together with receipt of proof
of payment of principal thereof. : '

Section 10.02. Additional Provisions Related to the 2008 Certificate Insurance Policy.

(a) Subject to Section 10.03, the 2008 Certificate Insurer shall be deemed to be sole
Owner of the 2008 Certificates it insures for the purpose of exercising any voting right or
privilege or giving any consent or direction or taking any other action that the 2008 Certificate
Owners are entitled to take pursuant to this Trust Agreement, including any consent to any
modification, amendment or supplement to- this Trust Agreement pursuant to Section 7.01
hereof. '
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(b) Copies of any amendments made to the documents executed in connection with
the issuance of the 2008 Certificates which are consented to by the 2008 Certificate Insurer shall
be sent to Standard & Poor’s.

(c)  The 2008 Certificate Insurer shall receive written notice of the resignation or
removal of the Trustee and any Trustee for the 2008 Certificates and the appointment of a
successor thereto. ’

(d) The 2008 Certificate ,Insuref shall receive written copies of all notices required to
be delivered to Owners of 2008 Certificates. '

(e) The 2008 Certificate Insurer shall have the right to receive such additional
information as it may reasonably request.

® The Authority will permit the 2008 Certificate Insurer to discuss the affairs,
finances and accounts of the Authority or any information the 2008 Certificate Insurer may
reasonably request regarding the security for the 2008 Certificates with appropriate officers of
the Authority, and will use best efforts to enable the 2008 Certificate Insurer to have access to
the facilities, books and records of the Authority on any business day upon reasonable prior
notice.

(g) The Trustee shall notify the 2008 Certificate Insurer of any failure of the
Authority to provide notices, certificates and other information under the financing documents.

(h) If the Trustee receives any moneys from proceeds of the 2008 Certificate
Insurance Policy, the Trustee shall hold such moneys separate and apart from all other moneys
held by the Trustee under this Trust Agreement and shall apply such moneys only to the payment
of the principal or prepayment price or interest with respect to the 2008 Certificates for which
such payments were received.

6)) In the event that the principal and/or interest due on the 2008 Certificates shall be
paid by the 2008 Certificate Insurer pursuant to 2008 Certificate Insurance Policy, the 2008
Certificates shall remain outstanding for all purposes, not be defeased or otherwise satisfied and
not be considered paid by the Authority, and the assignment and pledge of the trust estate and all
covenants, agreements and other obligations of the Authority to the registered owners shall
continue to exist and shall run to the benefit of the 2008 Certificate Insurer, and the 2008
Certificate Insurer shall be subrogated to the rights of such registered owners, including, without
limitation, any rights that such owners may have in respect of securities law violations arising
from the offer and sale of the 2008 Certificates.

)] The 2008 Certificate Insurer shall be deemed to be the Owners of all of the 2008
Certificates for purposes of (a) exercising all remedies and directing the Trustee to take actions
or for any other purposes following an Event of Default (as defined herein), and (b) granting any
consent, direction or approval or taking any action permitted or required by the Owners of the
2008 Certificates. :

k) Notwithstanding anything in this Trust Agreement to the contrary so long as the
2008 Certificate Insurance Policy shall be in full force and effect and the 2008 Certificate Insurer
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shall not be in default of any of its obligations thereunder, upon the occurrence and continuance
of an Event of Default, as defined herein, the Trustee may, with the consent of the 2008
Certificate Insurer, and shall at the direction of the 2008 Certificate Insurer or the Bondholders
with the prior written consent of the 2008 Certificate Insurer, by written notice to the Authority
and the 2008 Certificate Insurer, as applicable (i) declare the payments under the Contract
representing the principal of the 2008 Certificates immediately due and payable, in accordance
with the terms of the Contract or (ii) annul any declaration of acceleration.

O In the event of any reorganization or liquidation, the 2008 Certificate Insurer shall
have the right to vote on behalf of all Owners of the 2008 Certificates guaranteed by the 2008
Certificate Insurer, absent a default by the 2008 Certificate Insurer under the 2008 Certificate
Insurance Policy. '

(m) The Authority, to the extent permitted by law, but solely from amounts payable
under the Contract, to the extent such amounts are not required to pay the 2008 Certificates shall
indemnify, defend and hold harmless the 2008 Certificate Insurer against any loss, damages,
liability or expense incurred without negligence, default or willful misconduct on the part of the
2008 Certificate Insurer arising out of or in connection with (i) the exercise or performance of
any of its powers or duties hereunder, or (ii) 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 made, in the light of the circumstances under which they were made, not misleading
in any official statement or other offering circular utilized in connection with the sale of any of
the 2008 Certificates, including costs and expenses (including attorneys” fees) of defending itself
against any claim or liability in connection with the exercise or performance of any of its powers
hereunder The rights of the 2008 Certificate Insurer and the obligations of the Authority under
this Section shall survive the discharge of the 2008 Certificates and this Trust Agreement.
Notwithstanding the foregoing, the Authority will not be liable for any losses, costs or expenses
resulting from the willful misconduct or negligence of the 2008 Certificate Insurer, or resulting
from a misrepresentation or omission made by the 2008 Certificate Insurer in any offering
document or other disclosure materials or filings (including any filings made with any insurance
regulator, the Securities & Exchange Commission or any other government body) concerning the
2008 Certificate Insurer.

(n) The 2008 Certificate Insurer shall be provided with the following information:

(1)  the financial statements of the City and other information furnished by the
City to the Authority within fifteen Business Days after receipt thereof by the City
pursuant to Section 4.09(b) of the Master Purchase Contract;

(i)  notice of any draw upon the Reserve Fund within two Business Days after
knowledge thereof other than (A) withdrawals of amounts in excess of the Reserve Fund
Requirement, and (B) withdrawals in connection with a refunding of 2008 Certificates;

(iii)  notice of any default under this Trust Agreement known to the Trustee or
the Authority within five Business Days after knowledge thereof;
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(iv)  notice of the advance refunding or redemption of any of the 2008
Certificates within five Business Days after the Trustee receives notice thereof from the
City, including the principal amount, maturities and CUSIP numbers thereof;

(v)  as soon as practicable, notice of the commencement of any proceeding by
or against the Authority or the City commenced under the United States Bankruptcy
Code or any other applicable bankruptcy, insolvency, receivership, rehabilitation or
similar law (an “Insolvency Proceeding”);

(vi)  as soon as practicable, notice of the making of any claim in connection
with any Insolvency Proceeding seeking the avoidance as a preferential transfer of any
payment of principal of, or interest on, the 2008 Certificates; and

~ (vii)  as soon as practicable, a full transcript of all proceedings relating to the
execution of any amendment, supplement or waiver to this Trust Agreement, the Master
Contract or any other related document.

Section 10.03. 2008 Certificate Insurer Default. In the event that the 2008 Certificate
Insurer is in payment default under the 2008 Certificate Insurance Policy, an Insurer Indenture
Event of Default has occurred and is continuing with respect to the 2008 Certificate Insurance
Policy or the 2008 Certificate Insurance Policy is no longer in effect (and all amounts due to the
20008 Certificate Insurer are then paid in full), all references herein to the 2008 Certificate
Insurer and all provisions herein for the benefit of the 2008 Certificate Insurer shall be of no
effect; provided, however, that the rights of the 2008 Certificate Insurer derived through
subrogation and assignment shall remain in full force and effect.

Section 10.04. Modification, ~ Cancellation, Termination or Substitution of 2008
Certificate Insurance Policy. The Authority shall not consent to the surrender, cancellation,
termination, amendment or modification in any material respect of the 2008 Certificate Insurance
Policy by the 2008 Certificate Insurer, or to the substitution of a different Credit Enhancement
for the 2008 Certificate Insurance Policy, unless the Authority and the Trustee shall have
received the consent of the Bank, and the Authority and the Trustee shall consent to any such
surrender, cancellation, termination, amendment or modification of the 2008 Certificate
Insurance Policy by the 2008 Certificate Insurer if so directed by the Bank within seven days of
receiving such direction. If, upon receipt of such consent or direction from the Bank, the 2008
Certificate Insurance Policy is so surrendered, cancelled, terminated, amended or modified in
any material respect by the 2008 Certificate Insurer, or a different Credit Enhancement is so
substituted for the 2008 Certificate Insurance Policy, the 2008 Certificates shall be subject to
mandatory tender. ' '

Section 10.05. Additional Provisions with respect to Rights of the Bank.

(a)  To the extent the Bank pays the principal of or interest on the 2008 Certificates
from one or more drawings under its Credit Enhancement and has not been reimbursed for such
payment by the Authority or the Trustee, on behalf of the Authority, in accordance with the
terms of the Reimbursement Agreement between the Bank and the City, (i) such amounts of
principal of and interest on such 2008 Certificates shall be deemed not to have been paid for
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purposes of this Trust Agreement and such 2008 Certificates shall remain Outstanding and shall
continue to be due and owing until paid or otherwise satisfied; (ii) all rights of the Owners of
such 2008 Certificates with respect to receiving payment of such principal from the Authority
shall, without any further action on the part of such Owners or the Trustee, be assigned to the
Bank and the Bank shall become subrogated to such rights; (iii) as to any such payment of
principal of the 2008 Certificates from a drawing under the Bank’s Credit Enhancement, the
Bank shall become the Owner of such 2008 Certificate, which shall be evidenced as set forth in
‘the next sentence; and (iv) as to any such payment of interest on such 2008 Certificates from a
drawing under the Bank’s Credit Enhancement, the Bank shall become the owner of all rights to
such interest, constituting the Assigned Rights to Interest with respect thereto. The Trustee shall
designate any portion of payment of principal on 2008 Certificates paid from one or more
drawings under the Bank’s Credit Enhancement, whether by virtue of mandatory sinking fund
pro rata redemption, maturity or other advancement of maturity, on its books as a reduction in
the principal amount of 2008 Certificates registered to the then current Owner, whether DTC or
its nominee or otherwise, and shall issue, as a replacement 2008 Certificate, a Subrogated
Certificate to the Bank, registered in the name of the Bank, in a principal amount equal to the
amount of principal so paid (without regard to Authorized Denominations); provided that the
Trustee’s failure to so designate any payment or issue any Subrogated Certificate shall have no
effect on the amount of principal or interest payable by the Authority on any 2008 Certificate,
the subrogation rights of the Bank or the Bank’s ownership of such 2008 Certificate to the extent
principal thereof has been paid from a drawing under the Bank’s Credit Enhancement.

(b) In addition, to the extent the Bank pays the principal of or interest on 2008
Certificates from one or more drawings under the Bank’s Credit Enhancement and has not been
reimbursed from such payment by the Authority or the Trustee, on behalf of the Authority, in
accordance with the terms of the Reimbursement Agreement between the Bank and the City, the
Bank shall be subrogated to the rights of the Owners of such 2008 Certificates with respect to the
2008 Certificate Insurance Policy in respect of any such payment of principal or interest that is
insured under the 2008 Certificate Insurance Policy (a “Covered Payment”); provided, however,
that the Bank’s subrogation rights with respect to the 2008 Certificate Insurance Policy in respect
of the foregoing payments of principal and interest are subject to the terms and cond1t10ns of the
2008 Certlﬁcate Insurance Policy.

(¢)  To exercise such rights of subrogation as to a Covered Payment, the Bank must
notify the Trustee and the 2008 Certificate Insurer on or before 5:00 p.m. New York City time on
the date that is-30 days after a Covered Payment has been made that the Bank is making a claim
(a “Claim”) under the 2008 Certificate Insurance Policy, which claim shall (i) specifically
reference the policy number of the 2008 Certificate Insurance Policy and shall be presented to
the 2008 Certificate Insurer at its address specified herein or pursuant hereto, (ii) state the date of
the Covered Payment, (iii) state the amount of the Covered Payment, and (iv) in all cases comply
with the requirements of this Trust Agreement and the 2008 Certificate Insurance Policy. Upon
payment of a Claim, the provisions of this Section shall apply to the same extent as if the 2008
Certificate Insurer had made such payment directly on the related Series of 2008 Certificates. In
the event the Bank does not make a claim on or before 5:00 p.m. New York City time on the date
that is 30 days after a Covered Payment, the 2008 Certificate Insurer shall have no further
obligation to the Bank with respect thereto and a principal amount of the related Series of
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Certiﬁcatés equal to the principal that has been paid by the Bank shall be deemed to be fully
discharged in accordance herewith.

(d At all times from and after the occurrence of a Control Event with respect to the
2008 Certificate Insurance Policy, the Bank shall be an expressly intended third party beneficiary
hereof and shall be deemed to be the sole Owner of the 2008 Certificates for the purpose of
exercising any voting right or privilege or giving any consent or direction or taking any other
action that the Owners of the 2008 Certificates are entitled to exercise, give or take pursuant to
this Trust Agreement with respect to (i) Events of Default and remedies hereunder and under the
Contract, (ii) the duties and obligations of the Trustee, and (iii) granting or withholding any
consent wherever Owner consent is required.

(e) Notwithstanding any contrary provision hereof or of the Contract, following any
Control Event, any references herein and in the Contract to the payment of the reasonable fees
and expenses of the 2008 Certificate Insurer shall be deemed to refer to the reasonable fees and
expenses of the Bank incurred in connection therewith; provided that any such fees and expenses
previously incurred by the 2008 Certificate Insurer shall continue to be payable to the 2008
Certificate Insurer.

ARTICLE XI

MISCELLANEOUS

Section 11.01. Benefits of this Trust Agreement Limited to Parties. Nothing contained
herein, expressed or implied, is intended to give to any person other than the Authority, the
Trustee, the 2008 Certificate Insurer, the Bank and the Owners any right, remedy or claim under
or by reason hereof. Any agreement or covenant required herein to be performed by or on behalf
of the Authority or any member, officer or employee thereof shall be for the sole and exclusive
benefit of the Trustee, the 2008 Certificate Insurer, the Bank and the Owners. The 2008
Certificate Insurer and the Bank shall be third-party beneficiaries of this Trust Agreement.

Section 11.02. Successor is Deemed Included In All References To Predecessor.
Whenever herein either the Authority or any member, officer or employee thereof is named or
referred to, such reference shall be deemed to include the successor to the powers, duties and
functions that are presently vested in the Authority or such member, officer or employee, and all
agreements and covenants required hereby to be performed by or on behalf of the Authority or
any member, officer or employee thereof shall bind and inure to the benefit of the respective
successors thereof whether so expressed or not.

Section 11.03. Execution of Documents by Owners. Any declaration, request or other
instrument which is permitted or required herein to be executed by Owners may be in one or
more instruments of similar tenor and may be executed by Owners in person or by their attorneys
appointed in writing. The fact and date of the execution by any Owner or his attorney of any
declaration, request or other- instrument or of any writing appointing such attorney may be
proved by the certificate of any notary public or other officer authorized to make
acknowledgments of deeds to be recorded in the state or territory in which he purports to act that
the person signing such declaration, request or other instrument-or writing acknowledged to him
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the execution thereof, or by an affidavit of a witness of such execution duly-sworn to before such
notary public or other officer. The ownership of any 2008 Certificates and the amount,
Certificate Payment Date, number and date of holding the same may be proved by the
registration books relating to the 2008 Certificates at the corporate trust office of the Trustee.

Any declaration, request or other instrument or writing of the Owner of any 2008
Certificate shall bind all future Owners of such Certificate with respect to anything done or
suffered to be done by the Authority or the Trustee in good faith and in accordance therewith.

Section 11.04. Waiver of Personal Liability. No member, officer or employee of the
Authority shall be individually or personally liable for the payment of the interest or principal or
prepayment premiums, if any, evidenced and represented by the 2008 Certificates by reason of
their issuance, but nothing herein contained shall relieve any such member, officer or employee
from the performance of any official duty provided by applicable provisions of law or hereby.

Section 11.05. Content of Certificates of the Authority. Every Certificate of the
Authority with respect to compliance with any agreement, condition, covenant or provision
provided herein shall include (a) a statement that the person or persons making or giving such
certificate have read such agreement, condition, covenant or provision and the definitions herein
relating thereto; (b)a brief statement as to the nature and scope of the examination or
investigation upon which the statements contained in such certificate are based; (c) a statement
that, in the opinion: of the signers, they have made or caused to be made such examination or
investigation as is necessary to enable them to express an informed opinion as to whether or not
such agreement, condition, covenant or provision has been complied with; and (d) a statement as
to whether, in the opinion of the signers, such agreement, condition, covenant or provision has
been complied with.

Any Certificate of the Authority may be based, insofar as it relates to legal matters, upon
an Opinion of Counsel unless the person making or giving such certificate knows that the
Opinion of Counsel with respect to the matters upon which his certificate may be based, as
aforesaid, is erroneous, or in the exercise of reasonable care should have known that the same
was erroneous. Any Opinion of Counsel may be based, insofar as it relates to factual matters or
information with respect to which is in the possession of the Authority, upon a representation by
an officer or officers of the Authority unless the counsel executing such Opinion of Counsel
knows that the representation with respect to the matters upon which his opinion may be based,
as aforesaid, is erroneous, or in the exercise of reasonable care should have known that the same
was erroneous. ' ~

Section 11.06. Accounts and Funds; Business Days. The Trustee may establish such
funds and accounts as it deems necessary and appropriate to perform its duties and obligations
hereunder. Any account or fund required herein to be established and maintained by the Trustee
may be established and maintained in the accounting records of the Trustee either as an account
or a fund, and may, for the purposes of such accounting records, any audits thereof and any
reports or statements with respect thereto, be treated either as an account or a fund; but all such
records with respect to all such accounts and funds shall at all times be maintained in accordance
with sound corporate trust industry practice and with due regard for the protection of the security
of the 2008 Certificates and the rights of the Owners. Any action required to occur hereunder on
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a day which is not a Business Day shall be required to occur on the next succeeding Business
Day with the same effect as if made on such non-Business Day.

Section 11.07. Notices.

(a) All written notices to be given hereunder shall be given by facsimile transmission
or other Electronic means or by first-class mail or hand delivery (unless such delivery method
shall be otherwise specified herein) to the party entitled thereto at its address set forth below, or
at such other address as such party may provide to the other parties in writing from time to time,
namely:

If to the Authority: Modesto Public Financing Authority

. c/o City of Modesto
City Hall
1010 Tenth Street, Suite 5200
Modesto, CA 95353
Attention: Auditor and Treasurer
Telephone No.: (209) 577-5371
Facsimile No.: (209) 571-5880

If to the City: City of Modesto
1010 Tenth Street, Suite 5200
Modesto, CA 95353
Attention: Finance Director
Telephone No.: (209) 577-5371
Facsimile No.: (209) 571-5880

If to the Trustee: The Bank of New York Mellon Trust Company,
: _ N.A. :
100 Pine Street, Suite 3100
San Francisco, CA 94111
Attention: Corporate Trust
Telephone No.: (415) 263-2432
Facsimile No.: (415) 399-1647

If to S&P: Attn: Muni Structured Finance
55 Water Street, 38™ Floor
New York, New York 10041
Telephone No.: (212) 438-2000
Email: Pubfin_structured@standardand poors.com

If to Moody’s: Moody’s Investors Services
7 World Financial Center
New York, New York 10007
Attention: Public Finance Department
Facsimile: (212) 553-4090
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If to the 2008 Certificate Insurer:  Assured Guaranty Corp.
1325 Avenue of the Americas
New York, New York 10019
Attention: General Counsel
. Facsimile: (212) 581-3268

Assured Guaranty

1325 Avenue of the Americas

New York, New York 10019

Attention: Risk Management Department - Public
Finance Surveillance

Facsimile: (212) 581-3268

If to the Bank: : JPMorgan Chase Bank, N.A.
383 Madison Avenue, Floor 8
New York, New York 10179
Mail Code: NY1-M076
Attention: James G. Millard
Telephone: (212) 270-2198
Telecopy: (917) 456-3538

Each such notice, statement, demand, consent, approval, authorization, offer, designation,
request or other communication hereunder shall be deemed delivered to the party to whom it is
addressed (i) if personally served or delivered, upon delivery, (ii)if given by Electronic
communication, whether by telex, telegram or telecopier, upon the sender’s receipt of an
appropriate answer back or other written acknowledgement or confirmation of receipt of the
entire notice, approval, demand, report or other communication, (iii) if given by first class or
registered or certified mail, return receipt requested, deposited the United States mail postage
prepaid, 72 hours after such notice is deposited with the United States mail, (iv) if given by
overnight courier, with courier charges prepaid, 24 hours after delivery to said overnight courier,
or (v) if given by any other means, upon delivery at the address specified in this Section 11.07.

(b) The Trustee shall give notice to the Rating Agenc1es of the occurrence of any of
the following with respect to the 2008 Certificates:

(i) the removal, resignation or appointment of the Trustee or Remarketing
Agent; -

(i)  the execution of any amendment or supplement to the Trust Agreement,
the Credit Enhancement, the Liquidity Facility or the Remarketing Agreement;

(i)  the expiration, termination, extension or substitution of the Liquidity
Facility or Credit Enhancement;

(iv)  the redemption in whole of the Outstanding 2008 Certificates;

(V) the acceleration of all Outstandlng 2008 Certificates pursuant to Article
VIII of the Trust Agreement; :
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(vi)  the defeasance of all Outstanding 2008 Certificates; and
~(vii)  any change in Mode of the 2008 Certificates.

(c) The Trustee shall give notice to the Holders of the expiration, termination,
extension or substitution of the Liquidity Facility or Credit Enhancement;

Section 11.08. CUSIP Numbers. Neither the Authority nor the Trustee shall be liable for
- any defect or inaccuracy in the CUSIP number that appears on any 2008 Certificate or in any
prepayment notice relating thereto. The Trustee may, in its discretion, include in any
prepayment notice relating to any of the 2008 Certificates a statement to the effect that the
CUSIP numbers on the 2008 Certificates have been assigned by an independent service and are
included in such notice solely for the convenience of the Owners and that neither the Authority
nor the Trustee shall be liable for any defects or inaccuracies in such numbets.

Section 11.09. Article and Section Headings and References. The headings or titles of
the several articles and sections hereof and the table of contents appended hereto shall be solely
for convenience of reference and shall not affect the meaning, construction or effect hereof. All
references herein to “articles,” “sections” and other subdivisions or clauses are to the
corresponding articles, sections, subdivisions or clauses hereof, and the words “hereby,”
“herein,” “hereof,” “hereto,” “herewith,” “hereunder” and other words of similar import refer to
this Trust Agreement as a whole and not to any particular article, section, subdivision or clause
hereof. :

Section 11.10. Partial Invalidity. If any one or more of the agreements or covenants
Trustee shall be contrary to law, then such agreement or agreements, such covenant or covenants
or such portions thereof shall be null and void and shall be deemed separable from the remaining
agreements and covenants or portions thereof and shall in no way affect the validity hereof or of
the 2008 Certificates, and the Owners shall retain all the benefit, protection and security afforded
to them under any applicable provisions of law. The Authority and the Trustee hereby declare
that they would have executed and delivered this Trust Agreement and each and every other
article, section, paragraph, subdivision, sentence, clause and phrase hereof and would have
authorized the execution and delivery of the 2008 Certificates pursuant hereto irrespective of the
fact that any one or more articles, sections, paragraphs, subdivisions, sentences, clauses or
phrases hereof or the application thereof to any person or circumstance may be held to be
unconst1tut10na1 unenforceable or invalid:

Section 11.11. Execution in Several Counterparts. This Trust Agreement may be
executed in any number of counterparts and each of such counterparts shall for all purposes be
deemed to be an original; and all such counterparts, or as many of them as the Authority and the
Trustee shall preserve undestroyed, shall together constitute but one and the same instrument.

Section 11.12. California Law. This Trust Agreement shall be construed and governed
in accordance with the laws of the State of California.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] -
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IN WITNESS WHEREQOF, the Modesto Public Financing Authority has caused this Trust
Agreement to be signed in its name by its Auditor and Treasurer and The Bank of New York
Mellon Trust Company, N.A., in token of its acceptance of the trusts created hereunder, has
caused this Trust Agreement to be signed by one of the officers thereunder duly authorized, all as
of the day and year first above written.

MODESTO PUBLIC FINANCING
AUTHORITY

By: %Zﬁz%

Auditor and Treasurer

THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A.,
as Trustee

By:

Authorized Officer
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IN WITNESS WHEREOF, the Modesto Public Financing Authority has caused this Trust
Agreement to be signed in its name by its Auditor and Treasurer and The Bank of New York
Mellon Trust Company, N.A., in token of its acceptance of the trusts created hereunder, has
caused this Trust Agreement to be signed by one of the officers thereunder duly authorized, all as
of the day and year first above written.

MODESTO PUBLIC FINANCING
AUTHORITY

By:
: Auditor and Treasurer

THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A.,
as Trustee

Bye/)z/&~((>\/<)§\

/ Author##d Officer -
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EXHIBIT A
[FORM OF CERTIFICATE OF PARTICIPATION]

WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
’ 2008 SERIES A

Evidencing and Representing a Proportionate Interest of the Owner Hereof
in 2008 Payments to be made by the
City of Modesto
to the
Modesto Public Financing Authority

Unless this certificate is presented by an authorized representative of The
Depository Trust Company a New York corporation (“DTC”), to the Trustee 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.

No. R-1 , $47,625,000
Certificate Dated _ Substitution

Interest Rate Payment Date . Date CUSIP Date
Variable October 1, 2036 May 30,2008 607804 ACS5 July 14, 2011

REGISTERED OWNER: CEDE & CO.

PRINCIPAL SUM: FORTY SEVEN MILLION SIX HUNDRED TWENTY FIVE
THOUSAND DOLLARS

THIS IS TO CERTIFY that the registered owner set forth above of this Water Refunding
Revenue Certificate of Participation, 2008 Series A (this “Certificate”), is the owner of a
proportionate interest in the 2008 Payments (as that term is defined in the Trust Agreement
hereinafter mentioned) made under and pursuant to that certain Master Installment Purchase
Contract executed and entered into as of November 1, 1997, as heretofore supplemented and as
supplemented by that certain 2008 Supplemental Installment Purchase Contract, dated as of May
1, 2008, each by and between the City of Modesto, a charter city and municipal corporation
organized and existing under and by virtue of the Constitution and laws of the State of California
(the “City”) and the Modesto Public Financing Authority, a joint exercise of powers agency duly
organized and existing under and by virtue of the laws of the State of California (the
“Authority”) (which Master Installment Purchase Contract as so supplemented is referred to
herein as the “Contract”), all of which rights in the 2008 Payments have been assigned by the
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Authority to The Bank of New York Mellon Trust Company, N.A., a national banking
association duly organized and existing under and by virtue of the laws of the United States of
America, or any other bank or trust company which may at any time be substituted in place of
the original trustee as prov1ded in the Trust Agreement hereinafter mentioned (the “Trustee”)
Capitalized terms used in this Certificate but not otherwise defined shall have the meanings
assigned to them in the Trust Agreement

The registered owner of this Certificate is entitled to receive, subject to the terms of the
Contract and any right of prepayment prior thereto hereinafter provided for, on the Certificate
Payment Date set forth above, upon surrender of this Certificate on such Certificate Payment
Date or on the date of prepayment prior thereto at the corporate trust office of the Trustee, the
principal sum set forth above, representing the registered owner’s proportionate share of the
2008 Payments constituting principal installments with respect to Certificates becoming due and
payable on such Certificate Payment Date or on the date of prepayment prior thereto, and to
receive an interest installment on such principal installment on each Interest Payment Date to the
respective Certificate Payment Date or date of prepayment prior thereto. While this Certificate is
in a Daily Mode or a Weekly Mode, the Interest Payment Date shall be the first Business Day of
the month. Payment of interest evidenced by this Certificate shall be made to the person
appearing on the registration books of the Trustee as the Owner thereof as of the close of
business on the applicable Record Date, such interest to be payable on each Interest Payment
Date by the Trustee (i) by check mailed on such Interest Payment Date to such Owner’s address
as it appears on the registration books of the Trustee at the close of business on the Record Date
or (ii) by wire transfer to any Owner of at least $1,000,000 aggregate principal amount of
Certificates according to the written instructions provided by such Owner on or prior to the
applicable Record Date to the Trustee, which written instructions shall remain in effect until
revised by such Owner by an instrument in writing delivered to the Trustee. Interest evidenced
by this Certificate shall accrue from and including the Interest Accrual Date immediately
preceding the date of authentication hereof, or, if such date of authentication shall be an Interest
Accrual Date, from such Interest Accrual Date or, if such date of authentication shall be prior to
the second Interest Accrual Date, from the Delivery Date.

This Certificate is one of the duly authorized certificates of participation aggregating
$47,625,000, which have been executed by the Trustee under and pursuant to the provisions of a
Trust Agreement, dated as of May 1, 2008, as amended and restated by an Amended and
Restated Trust Agreement, dated July 14,2011 (the “Trust Agreement”), between the Authority
and the Trustee. Copies of the Trust Agreement are on file at the corporate trust office of the
Trustee in San Francisco, California and reference is hereby made to the Trust Agreement and to
any and all amendments thereof and supplements thereto for a description of the covenants and
pledges securing the 2008 Payments and the Certificates, for the nature, extent and manner of
enforcement of such covenants and pledges, for the rights and remedies of the registered owners
of the Certificates with respect thereto and for the other conditions and terms upon which the
Certlﬁcates are executed and dehvered thereunder.

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

The Certificates are delivered as fully registered Certificates in Authorized
Denominations. This Certificate is being issued initially in a Weekly Mode and so long as this
Certificate shall remain in a Weekly Mode, this Certificate shall bear interest at a Weekly Rate
determined by the provisions of the Trust Agreement.

As provided in and subject to the terms and conditions of the Trust Agreement, the
Certificates may, from time to time, be changed from a Weekly Mode to a Daily Mode, a
Flexible Mode, a Term Rate Mode or a Fixed Rate Mode.

Except in the event of serialization of the Certificates in accordance with the provisions
of the Trust Agreement, the Certificates are subject to mandatory prepayment from Sinking Fund
Payments prior to their Maturity Date, in part by lot, on October 1 of each year on and after
October 1, 2008, in accordance with the schedule set forth below upon notice as provided in the
Trust Agreement, from and in the amount of the principal installment of the 2008 Payments due
and payable on such dates, at a prepayment price equal to the sum of the principal amount
evidenced and represented thereby plus accrued and unpaid interest evidenced and represented
thereby to the Prepayment Date, without a prepayment premium.

Sinking Fund Payments
Mandatory Sinking , Mandatory Sinking
Fund Payment Date Sinking Fund Fund Payment Date Sinking Fund
(October 1) Payment (October 1) Payment

2008 $290,000 2023 $2,300,000
2009 285,000 2024 2,410,000
2010 285,000 : 2025 - 2,515,000
2011 - 285,000 2026 2,595,000
2012 310,000 2027 2,705,000
2013 310,000 2028 2,810,000
2014 ' 340,000 2029 2,945,000
2015 340,000 2030 3,055,000
2016 365,000 2031 3,185,000
2017 365,000 2032 3,295,000
2018 395,000 ‘ 2033 3,430,000
2019 395,000 - 2034 3,570,000
2020 395,000 2035 3,705,000
2021 425,000 2036 3,870,000
2022 450,000 - -

Additionally, if any portion of this Certificate has been optionally prepaid as described in
the succeeding paragraph, the amounts of such Sinking Fund Payments shall be reduced as
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directed by the Authority, or if not so directed, proportionately in increments of Authorized
Denominations by the principal amount evidenced and represented by all such Certificates so
optionally prepaid.

Each Certificate in a Daily Mode or a Weekly Mode shall be subject to prepayment at the
option of the Authority, in whole or in part, in Authorized Denominations on any Business Day,
at a prepayment price equal to 100% of the principal amount thereof, plus, accrued interest, if
any, to the Prepayment Date, without premium.

Notice of prepayment of any Certificate selected for prepayment shall be given by first-
class mail not less than 30 days nor more than 60 days before the prepayment date to the
registered owner hereof, subject to and in accordance with provisions of the Trust Agreement
with respect thereto. If notice of prepayment has been duly given and money for the payment of
the prepayment price is held by the Trustee, then this Certificate shall, on the prepayment date
designated in such notice, become due and payable, and from and after the date so designated
interest evidenced and represented by this Certificate shall cease to accrue, and the registered
owner of this Certificate shall have no rights with respect hereto except to receive payment of the
prepayment price hereof.

This Certificate is transferable on the books to be kept for that purpose at the above-
mentioned office of the Trustee by the registered owner hereof in person or by his duly
authorized attorney upon payment of the charges provided in the Trust Agreement and upon
surrender of this Certificate for cancellation accompanied by delivery of a duly executed written
instrument of transfer in a form acceptable to the Trustee, and thereupon a new Certificate or
Certificates of the same Certificate Payment Date evidencing and representing a like aggregate
principal amount in Authorized Denominations will be -delivered to the transferee. This
- Certificate may be exchanged at the above-mentioned office of the Trustee upon payment of the
charges provided in the Trust Agreement for a like aggregate principal amount of Certificates of
the same Certificate Payment Date of other Authorized Denominations. The Trustee may deem
and treat the registered owner hereof as the absolute owner hereof for the purpose of receiving
payment of the interest and principal evidenced and represented hereby and for all other
purposes, whether this Certificate shall be overdue or not, and the Trustee shall not be affected
by any notice or knowledge to the contrary; and payment of the interest and principal and
prepayment premium, if any, evidenced and represented by this Certificate shall be made only to
such registered owner, which payments shall be valid and effectual to satisfy and discharge
liability on this Certificate to the extent of the sum or sums so paid.

The Certificates each evidence and represent a proportionate interest in the 2008
Payments in an amount equal to the aggregate principal amount of Certificates originally
executed and delivered by the Trustee pursuant to the Trust Agreement and enjoy the benefits of
a security interest in the moneys held in the funds established pursuant to the Trust Agreement,
subject to the provisions of the Trust Agreement permitting the disbursement thereof for or to the
purposes and on the conditions and terms set forth therein. The obligation of the City to make
the 2008 Payments is a special obligation of the City payable solely from the Gross Revenues of
the Water Utility System as provided in the Contract, and does not constitute a debt of the City
or of the State of California or of any political subdivision thereof in contravention of any
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constitutional or statutory debt limitation or restriction. The City may incur other obligations
payable on parity with the 2008 Payments in accordance with the Contract.

The Trustee has no obligation or liability to the Certificate owners for the payment of the
interest or principal or the prepayment premiums, if any, evidenced and represented by the
Certificates; but rather the Trustee’s sole obligations are to administer, for the benefit of the City
and the Certificate owners, the various funds established under the Trust Agreement.

No member, officer or employee of the Authority shall be individually or personally
liable for the payment of the interest or principal or prepayment premiums, if any, evidenced and
represented by the Certificates by reason of their delivery, but nothing herein contained shall
relieve any such member, officer or employee from the performance of any official duty
provided by applicable provisions of law or hereby.

The Trust Agreement prescribes the manner in which it may be discharged and after
which the Certificates shall no longer be secured by or entitled to the benefits of the Trust
Agreement.
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IN WITNESS WHEREOF, this Certificate has been executed by the manual signature of
an authorized signatory of the Trustee as of the date set forth above.

SF1 1673729

THE BANK OF NEW YORK MELLON TRUST
COMPANY, N.A.,
as Trustee

By:

Authorized Officer



ASSIGNMENT

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

Dated:

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

Signature Guaranteed:

Notice: Signature must be guaranteed by an eligible guarantor institution.
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STATEMENT OF INSURANCE

Assured Guaranty Corp.. (“Assured Guaranty”), a Maryland-domiciled insurance
company, has delivered its financial guaranty insurance policy (the “Policy”) with respect to the
scheduled payments of principal of and interest on this Certificate to The Bank of New York
Trust Company, N.A., as paying agent on behalf of the holders of the Certificates (the “Paying
Agent”). Such Policy is on file and available for inspection at the principal office of the Paying
Agent and a copy thereof may be obtained from Assured Guaranty or the Paying Agent. All
payments required to be made under the Policy shall be made in accordance with the provisions
thereof. The owner of this Certificate acknowledges and consents to the subrogation rights of
Assured Guaranty as more fully set forth in the Policy.
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$47,625,000
CITY OF MODESTO
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

CERTIFIED COPY OF REIMBURSEMENT AGREEMENT

The undersigned authorized representative of the City of Modesto, California (the
“City”), in connection with the City of Modesto Water Revenue Certificates of Participation,
2008 Series A (the “Certificates’) DOES HEREBY CERTIFY that attached hereto is afull, true
and correct copy of the REIMBURSEMENT AGREEMENT, dated as of July 1, 2011, between
the City and JPMorgan Chase Bank, National Association, and does hereby further certify that
prior to June 5, 2014 such agreement has not been further amended, modified or rescinded since
July 1, 2011, and isnow in full force and effect.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.]
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IN WITNESS WHEREOF, I have hereunto set my hand this 5™ day of June, 2014.

CITY OF MODESTO

By: L&M@M ad
Stephanie Lopez ( (/

City Clerk

CERTIFIED COPY OF REIMBURSEMENT AGREEMENT
201769881 47922100000



REIMBURSEMENT AGREEMENT

Between

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION

and

CITY OF MODESTO

Dated as of July 1, 2011

LOSANGELES 903735 (2K)
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REIMBURSEMENT AGREEMENT, dated as of July 1, 2011, by and between the CITY
OF MODESTO, a charter city and municipal corporation organized under the Constitution and
laws of the State of California, and JPMORGAN CHASE BANK, NATIONAL
ASSOCIATION, a national banking association:

WITNESSETH:

Whereas, the Applicant (such term and each other capitalized term used herein having the
meaning set forth in Article One hereof) desires to secure a source of funds to be devoted
exclusively to the payment by the Trustee, when and as due, of the principal of and interest with
respect to, and to pay the purchase price of, the Certificates of Participation, and has applied to
the Bank for issuance by the Bank of the Letter of Credit in an orlgmal stated amount of
$47,625,989. v

The Bank has agreed to issue the Letter of Credit the following manner and subject to the
following terms and conditions.

NOW, THEREFORE, in consideration of the mutual covenants herein contained, the
Applicant and the Bank hereby agree as follows:

ARTICLE 1
DEFINITIONS; CONSTRUCTION

Section 1.1 Definitions. As used herein:

“Agreement” means this Reimbursement Agreement, as amended and supplemented.

“Applicant” means the City of Modesto, a charter city and municipal corporation
organized under the Constitution and laws of the State.

“Applicant Related Document” means each Related Document to which the Applicant is

a party.

“Assigned Rights to Interest” means those rights to receive payment from the Issuer
pursuant to the Trust Agreement of any interest with respect to Certificates of Participation with
respect to which, pursuant to Section 10.05 of the Trust Agreement, the Bank, to the extent it has
paid such interest from a drawing under the Letter of Credit, has become subrogated and an
assignee and the owner.

“Available Amount” has the meaning set forth in the Letter of Credit.
“Bank” means JPMorgan Chase Bank, N.A. and its successors and assigns.

“Bank Agreement” means any credit agreement, reimbursement agreement, bond
purchase agreement, liquidity agreement or other similar agreement (or any amendment,
supplemental or modification thereto) pursuant to which the provider of credit or liquidity
thereunder (the “Bank Agreement Provider”) undertakes to make loans, extend credit or liquidity
in respect of obligations of the Applicant secured by Gross Revenues.
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“Bank Agreement Provider” has the meaning set forth in the defined term “Bank
Agreement”.

“Bank Certificate Endorsement” has the meaning set forth in Section 3.1(xv) hereof.

“Bank Certificates” means Certificates of Participation and/or beneficial interests therein
purchased with the proceeds of a drawing under the Letter of Credit and registered in the name
of the Bank or its nominee or assignee. Certificates of Participation and/or beneficial interests
therein shall cease to be Bank Certificates upon the remarketing thereof in accordance with the
Trust Agreement and the Remarketing Agreement or upon the sale thereof to the Applicant.

“Bank Documents” means this Agreement, the Custodian Agreement, the Fee Letter and
the Letter of Credit. :

“Bank Rate” means, with respect to any Bank Certificate or Liquidity Advance, (a) on
any day prior to the date that is 90 days from and including the date such Bank Certificate was
purchased or Liquidity Advance was made pursuant to Section 2.3, a fluctuating rate of interest
equal to the greater of (i) the Base Rate and (ii) the Certificate of Participation Rate; (b) on any
day on or after the date that is 91 days from and including the date such Bank Certificate was
purchased or Liquidity Advance was made pursuant to Section 2.3 through and including the day
that is the 180th day from and including the date such Bank Certificate was purchased or
Liquidity Advance was made pursuant to Section 2.3, a fluctuating rate of interest equal to the
greater of (i) the Base Rate plus one percent (1.00%) and (ii) the Certificate of Participation
Rate; and (c) on and after the 181st day from and including the date such Bank Certificate was
purchased or Liquidity Advance made pursuant to Section 2.3, a fluctuating rate of interest equal
- to the greater of (i) the Base Rate plus two percent (2.00%) and (ii) the Certificate of
Participation Rate; provided, that during the continuance of an Insurer Default, the Bank Rate
shall equal the Default Rate; provided further, however, that in the event that the Insurance
Policy is no longer in effect, during the continuance of an Event of Default, the Bank Rate shall
equal the Default Rate.

“Base Rate” means, for any day, a rate per annum equal to the greatest of (a) 7.50% per
annum; (b) Federal Funds Rate for such day plus 2.00% per annum and (c) Prime Rate for such
day plus 1.50% per annum.

“Business Day” has the meaning set forth in the Letter of Credit.

“Cancellation Agreement” means the Cancellation Agreement of even date herewith
among the Applicant, the Trustee, the Insurer and the Bank. '

“Capital Lease” means any lease of Property which in accordance with GAAP would be
required to be capitalized on the balance sheet of the lessee.

“Capitalized Lease Obligatioﬁ” means the amount of the liability shown on the balance
sheet of any Person in respect of a Capital Lease as determined in accordance with GAAP.

“Certificates of Participation” means the Water Revenue Refunding Certificates of
Participation 2008 Series A evidencing and representing proportionate interests of the owners
thereof in 2008 Payments to be made by the Applicant to the Issuer.
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“Certificates of Participation Documents” means the Trust Agreement, the Purchase
Contract, the Remarketing Agreement, the Insurance Policy, the Reoffering Circular and the
Certificates of Participation. '

“Certificate of Participation Rate” means the rate of interest payable with respect to
Certificates of Participation that are not Bank Certificates.

“Change of Law” means the occurrence, after the Closing Date, of any of the following:
(a) the adoption or taking effect of any law, rule, regulation, statute, treaty, policy, guideline or
directive of any court, central bank, self regulatory organization or Governmental Authority, (b)
any change in any law, rule, regulation, statute, treaty, policy, guideline or directive or in the
application, interpretation, promulgation, implementation, administration or enforcement thereof
by any court, central bank, self regulatory organization or Governmental Authority or (c) the
making or issuance of any request, rule, guideline or directive (whether or not having the force
of law) by any court, central bank, self regulatory organization or Governmental Authority;
provided that notwithstanding anything herein to the contrary, (x) the Dodd-Frank Act and all
requests, rules, guidelines or directives thereunder or issued in connection therewith and (y) all
requests, rules, guidelines or directives promulgated by the Bank for International Settlements,
the Basel Committee on Banking Supervision (or any successor or similar authority) or the
United States or foreign regulatory authorities, in each case pursuant to Basel 11, shall in each
case be deemed to be a “Change in Law”, regardless of the date enacted, adopted or issued.

“Closing Date” means the date on which the Letter of Credit is issued.
“Code” means the Internal Revenue Code of 1986, and any successor statute thereto.
“Costs” has the meaning set forth in Section 7.3 hereof.

“Custodian Agreement” means the Custodian Agreement of even date herewith among
the Applicant, the Bank and The Bank of New York Mellon Trust Company, N.A., in its
capacity as a custodian for the Bank, and any successor agreement among the Applicant, the
Bank and any successor Trustee in its capacity as custodian for the Bank.

“Default Rate” means, on any date, the Base Rate in effect on such day plus 3.00%.

“Dodd-Frank Act” means the Dodd-Frank Wall Street Reform and Consumer Protection
Act 0of 2010, as enacted by the United States Congress, and signed into law on July 21, 2010, and
all statutes, rules, guidelines or directives promulgated thereunder.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended, or
any successor statute thereto. ’

“Event of Default” has the meaning set forth in Section 6.1 hereof.

“Existing Swap Agreement” means, collectively, the ISDA Master Agreement, the ISDA
U.S. Municipal Counterparty Schedule to the Master Agreement, the ISDA Credit Support
Annex and the Confirmation, each dated as of May 29, 2008, between the Applicant and Bank of
America, N.A.

Ed
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“Federal Funds Rate” means, on any day, the rate determined by the Bank to be the
average (rounded upwards, if necessary, to the next higher 1/100 of 1%) of the rates per annum
quoted to the Bank at approximately 10:00 a.m. (or as soon thereafter as is practicable) on such
day (or, if such day is not a Business Day, on the immediately preceding Business Day) by two
or more Federal funds brokers selected by the Bank for the sale to the Bank at face value of
- Federal funds in an amount equal ot comparable to the principal amount owed to the Bank for

which such rate is being determined. :

“GAAP” means generally accepted accounting principles in the United States applicable
to governmental entities as in effect from time to time applied by the Applicant on a basis
consistent with the Applicant’s most recent financial statements furnished to the Bank pursuant
to Section 5.5 hereof.

“Governmental Approval” means an authorization, consent, approval, license, or
exemption of, registration or filing with, or report to any Governmental Authority.

“Governmental Authority” means any nation or government, any state, department,
agency or other political subdivision thereof, and any entity exercising executive, legislative,
judicial, regulatory or administrative functions of or pertaining to any government, and any
corporation or other entity owned or controlled (through stock or capital ownership or otherwise)
by any of the foregoing.

“Gross Revenues” has the meaning set forth in the Purchase Contract.

“Guarantees” means, for any Person, all guarantees, endorsements (other than for
collection or deposit in the ordinary course of business) and other contingent obligations of such
person to purchase, to provide funds for payment, to supply funds to invest in any other Person
or otherwise to assure a creditor of another Person against loss.

“Indebtedness” means for any Person (without duplication) (a) all indebtedness created,
assumed or incurred in any manner by such Person representing money borrowed (including by
the issuance of debt securities), (b) all obligations for the deferred purchase price of property or
services (other than trade accounts payable arising in the ordinary course of business), (c) all
obligations secured by any Lien upon Property of such Person, whether or not such Person has
assumed or become liable for the payment of such indebtedness, (d) all Capitalized Lease
Obligations of such Person, () all obligations of such Person on or with respect to letters of
credit, banker’s acceptances and other evidences of indebtedness representing extensions of
credit whether or not representing obligations for borrowed money, and (f) all Guarantees made
by such Person. :

“Indemnified Person” has the meaning set forth in Section 7.3 hereof.
“Instruction” has the meaning set forth in Section 7.3 hereof.

“Insurance Policy” means the financial guaranty insurance policy issued by the Insurer at
the time the Certificates of Participation were originally executed and delivered to the initial
purchaser thereof, which policy insures the payment of the principal of and interest with respect
to the Certificates of Participation, together with all endorsements thereto, including the Bank
Certificate Endorsement.
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“Insurance Policy Cancellation Date” means the date the Insurance Policy is cancelled in
accordance with the terms of the Cancellation Agreement.

“Insured Rate” means on any day with respect to any Bank Certificate or Subrogated
Certificate, (a) if such day occurs during the Commitment Period but prior to the forty-sixth day
following the date on which the Bank purchases such Bank Certificate or becomes the Owner of
such Subrogated Certificate, a rate per annum equal to the Base Rate; (b) if such day occurs
during the Commitment Period and after the forty-fifth day, but prior to the ninety-first day,
following the date on which the Bank purchases such Bank Certificate or becomes the Owner of
such Subrogated Certificate, a rate per an num equal to the Base Rate plus 1.00%; and (c) if such
day occurs during the Commitment Period and after the ninetieth day following the date on
- which the Bank purchases such Bank Certificate or becomes the Owner of such Subrogated
Certificate or if such day occurs after the Commitment Period has terminated or expired, a rate
per annum equal to the Base Rate plus 3.00%; provided, however, that immediately and
automatically upon the occurrence of an Insurer Default (and without any notice given with
respect thereto) and during the continuance of such Insurer Default, “Insured Rate” shall mean
the Default Rate. For purposes of this definition, notwithstanding the definition of the term
“Base Rate” contained in this Section 1.1, the term “Base Rate” means, for any day, the higher of
(a) the Prime Rate and (b) the Federal Funds Rate plus two percent (2.0%) per annum. For
purposes of this definition, the term “Commitment Period” means the period commencing on the
Closing Date and terminating on the Termination Date.

“Insurer” means Assured Guaranty Corp.
“Insurer Default” has the meaning set forth in Section 6.2 hereof.

“Insurer Downgrade Event” shall occur if Moody’s or S&P shall (a) assign a financial
strength rating or claims paying ability rating to the Insurer that is less than “A1”, in the case of
Moody’s and less than “A+" in the case of S&P or (b) withdraw or suspend the financial strength
rating-or claims paying ability rating of the Insurer for credit related reasons; provided, however,
that for purposes of this definition, a withdrawal or a suspension of a rating by either Rating
Agency at the direction of the Insurer as a result of a reduction or potential reduction of the
financial strength or claims-paying ability rating of the Insurer will be deemed to have occurred
for credit related reasons.

“ISDA” means the International Swap Dealers Association, Inc. -

“ISP” or “ISP98” means, International Standby Practices 1998 (International Chamber of
Commerce Publication No. 590).

“Issuer” means the Modesto Public Financing Authority, a joint exercise of powers
authority organized and existing under the laws of the State.

“Letter of Credit” means the irrevocable transferable direct pay letter of credit issued by
the Bank for the account of the Applicant in favor of the Trustee, in the form of Exhibit A hereto
with appropriate insertions.

“Lien” means any mortgage, lien, security interest, pledge, charge or encumbrance of any
kind in respect of any Property, including the interests of a vendor or lessor under any
conditional sale, Capital Lease or other title retention arrangement.
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“Liquidity Advance” has the meaning set forth in Section 2.3(a) hereof.

“Liquidity Drawing” means a drawing under the Letter of Credit resulting from the
presentation of a certificate in the form of Annex E to the Letter of Credit.

“Liquidity Drawing Date” has the meaning set forth in Section 2.3(a) hereof.

. “Mandatory Tender Event” shall occur if (a) either S&P or Moody’s shall have (i)
assigned a Rating below “A”, in the case of S&P, or “A3”, in the case of Moody’s, or (ii)

~ withdrawn (for reasons other than defeasance or redemption of the applicable Parity Obligations)
or suspended a Rating or (b) a Change of Law shall occur which could reasonably be expected to
result in a material adverse effect on the ability of the Applicant to pay any Obligation when due.

“Master Installment Purchase Contract” means the Master Installment Purchase Contract
dated as of November 1, 1997 between the Issuer and the Applicant.

“Material Adverse Effect” means a materially adverse effect upon (a) the business,
assets, liabilities, financial condition, results of operations or business prospects of the Water
Utility System, and (b) the binding nature, validity or enforceability of the Applicant’s
obligations under the Applicant Related Documents, or the Applicant’s ability to perform its
material obligations under the Applicant Related Documents.

“Moody’s” means Moody’s Investors Service.

“Obligations” means (a) the Reimbursement Obligations, (b) the obligation of the
Applicant to pay to the Bank all fees and expenses under the Fee Letter and (c) the obligation of
the Applicant to pay to the Bank any other amounts set forth in the Related Documents (other
than those described in clauses (a) and (b) immediately above).

“Parity Obligations” has the meaning set forth in the Purchase Contract.
“Payment Agreement” has the meaning set forth in the Purchase Contract.
“Payments” has the meaning set forth in the Purchase Contract.

- “Person” means an individual, a corporation, a partnership, an association, a trust or any
other entity or organization, including a government or political subdivision or any agency or
instrumentality thereof.

“Potential Default” means an event or condition which, but for the lapse of time or the
giving of notice, or both, would constitute an Event of Default.

“Prime Rate” means the rate of interest announced by the Bank from time to time as its
prime commercial rate for U.S. dollar loans, or equivalent, as in effect on such day, with any
change in the Prime Rate resulting from a change in said prime commercial rate to be effective
as of the date of the relevant change in said prime commercial rate. '

“Property” means any interest in any kind of property or asset, whether real, personal or
mixed, or tangible or intangible, whether now owned or hereafter acquired, which comprise the
Water Utility System. ”
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“Purchase Contract” means the Master Installment Purchase Contract as supplemented by
the 2006 Supplemental Installment Purchase Contract and the 2008 Supplemental Installment
Purchase Contract.

“Rating” means, with respect to a Rating Agency, the lowest rating assigned by such
Rating Agency to any long-term unenhanced indebtedness (including certificates of
participation) of the Applicant secured by Gross Revenues.

“Rating Agency” means Moody’s and/or S&P as the context may require.

“Reimbursement Obligations” means any and all obligations of the Applicant to
reimburse the Bank for any drawings under the Letter of Credit and all obligations to repay the
Bank for any Liquidity Advance.

“Related Documents” means the Bank Documents, the Cancellation Agreement, the
Certificates of Participation Documents and any other agreement or instrument relating thereto.

“Remarketing Agent” means the Person appointed from time to time by the Apphcant or
the Issuer, as the case may be, to remarket the Certificates of Participation.

“Remarketing Agreement” means, as of any date, the Remarketing Agreement in effect
on such date between the Applicant and the Remarketing Agent.

“Reoffering Circular” means the Reoffering Circular of the Issuer related to the
reoffering of the Certificates of Participation supported by the Letter of Credit, together with all
supplements and amendments thereto. :

“S&P” means Standard & Poor’s, a division of The McGraw-Hill Companies, Inc.

“Standard Letter of Credit Practice” means, for the Bank, any domestic law or letter of
credit practice applicable in the city in which the Bank issued the Letter of Credit. Such
practices shall be (a) of banks that regularly issue letters of credit in the particular city and (b)
required or permitted under the ISP.

“State” means the State of California.
“Stated Expiration Date” has the meaning set forth in the Letter of Credit.
“Subordinate Obligations™ has the meaning set forth in the Purchase Contract.

“Subrogated Certificate” means any Certificate of Participation w1th respect to which,
pursuant to Section 10.05 of the Trust Agreement, the Bank, to the extent it has paid the
principal of such Certificate from a drawing under the Letter of Credit, has become subrogated
to, and the assignee of, the rights to receive payment of such principal from the Issuer pursuant
to the Trust Agreement and has become the owner of such Certificate.

“Swap” means any interest rate swap agreement, forward payment conversion agreement,
futures or contracts providing for payment based on levels of, or changes in, interest rates or
other indices, or contracts to exchange cash flows or a series of payments or contracts, including,
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without limitation, interest rate floors or caps, options, puts or calls to hedge payment, rate,
spread or similar exposure. '

“Tax Event” means a determination (whether by entry of any decree or judgment by a
court of competent jurisdiction, the taking of any official action by the Internal Revenue Service
or the delivery to the Applicant, the Trustee and the Bank of an opinion of nationally recognized
bond counsel acceptable to the District, the Paying Agent and the Bank) that interest with respect
to any of the Certificates of Participation is includable in the gross income of the owners thereof
for federal income tax purposes (including by reason of such Certificates of Participation being
declared invalid, illegal or unenforceable by a court of competent jurisdiction, whether or not
such declaration is appealable or deemed to be final under applicable procedural law, or by
operation of law).

“Termination Date” has the meaning set forth in the Letter of Credit.

“Trusf Agreement” means the Amended and Restated Trust Agreement dated as of May
1, 2008, as amended and restated as of July 14, 2011, in each case by and between the Issuer and
‘the Trustee.

“Trustee” means The Bank of New York Mellon Trust Company, N.A. (formerly known
as The Bank of New York Trust Company, N.A.) in its capacity as trustee for the owners of the
Certificates of Participation, and any successor trustee for the owner of the Certificates of
Participation.

“2008 Supplemental Installment Purchase Contract” means the 2008 Supplemental
Installment Purchase Contract dated as of May 1, 2008 between the Issuer and the Applicant.

“2006 Supplemental Installment Purchase Contract” means the 2006 Supplemehtal
Installment Purchase Contract dated as of November 1, 2006 between the Issuer and the
Applicant.

“Water Utility System” has the meaning set forth in the Purchase Contract.

“Wire Instructions” means JPMorgan Chase Bank, N.A., New York, New York, ABA
number: 021000021, Account No. 324331754, Reference: Letter of Credit No. CPCS-923992,
City of Modesto, or such other bank, ABA number, account number or reference as the Bank
may designate in writing to the Applicant. '

Section 1.2 Incorporation By Reference. Any capitalized terms used herein which are
not specifically defined herein shall have the same meanings herein as in the Trust Agreement.

Section 1.3 Construction. The definitions of terms herein shall apply equally to the
singular and plural forms of the terms defined. Whenever the context may require, any pronoun
shall include the corresponding masculine, feminine and neuter forms. The words “include”,
“includes” and “including” shall be deemed to be followed by the phrase “without limitation”.
The word “will” shall be construed to have the same meaning and effect as the word “shall”.
Unless the context requires otherwise (a) any definition of or reference to any agreement,
instrument or other document herein shall be construed as referring to such agreement,
instrument or other document as from time to time amended, supplemented or otherwise
modified (subject to any restrictions on such amendments, supplements or modifications set forth
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herein), (b) any reference herein to any Person shall be construed to include such Person’s
successors and assigns, (c) the words “herein”, “hereof” and “hereunder”, and words of similar
import, shall be construed to refer to this Agreement in its entirety and not to any particular
provision hereof and (d) all references herein to Sections, Schedules and Exhibits shall be
construed to refer to Sections of, and Schedules and Exhibits to, this Agreement.

Section 1.4 Time References. All references in this Agreement to times of day shall be
references to New York time unless otherwise expressly provided herein.

Section 1.5 GAAP References. Unless otherwise inconsistent with the terms of this
Agreement, all accounting terms shall be interpreted and all accounting determinations
hereunder shall be made in accordance with GAAP.

ARTICLE 2
LETTER OF CREDIT

Section 2.1 Letter of Credit. Upon the terms, subject to the conditions and relying upon |

the representations and warranties set forth in this Agreement or incorporated herein by
reference, the Bank agrees to issue the Letter of Credit. The Letter of Credit shall be in the
original stated amount of U.S. $47,625,989, which is the sum of (i) the principal amount of
Certificates of Participation outstanding on the Closing Date, plus (ii) interest thereon at 12% per
annum for a period of 35 days.

Section 2.2 Letter of Credit Drawings. The Trustee is authorized to make drawings
under the Letter of Credit in accordance with the terms thereof. The Applicant hereby directs the
Bank to make payments under the Letter of Credit in the manner therein provided. The
Applicant hereby irrevocably approves reductions and reinstatements of the Available Amount
as provided in the Letter of Credit.

Section 2.3 Reimbursement of Certain Liquidity Drawings Under the Letter of Credit;
Prepayment: Interest.

(a) The principal component of each Liquidity Drawing made under the Letter of
Credit shall constitute an advance (“Liquidity Advance”) to the Applicant; provided, however, if
the Insurance Policy Cancellation Date has occurred a Liquidity Drawing shall not automatically
become a Liquidity Advance unless the conditions precedent set forth in Section 3.2 hereof are
satisfied at the time of payment by the Bank of such Liquidity Drawing (the date of such
Liquidity Drawing, the “Liquidity Drawing Date”). The Applicant promises to repay each
Liquidity Advance and prepay the corresponding Bank Certificate or Bank Certificates in ten
equal installments of principal commencing with the date that is six months following the
Liquidity Drawing Date and continuing on each date that is six months thereafter with the final
installment to be repaid no later than the fifth anniversay of the applicable Liquidity Drawing
Date. The Applicant also promises to prepay each Liquidity Advance on (i) the date on which
any Certificates of Participation purchased with funds disbursed under the Letter of Credit in
connection with the Liquidity Drawing which gave rise to such Liquidity Advance are prepaid or
cancelled pursuant to the Trust Agreement, which prepayment shall be made in a principal
amount equal to the principal amount of Certificates of Participation prepaid or cancelled, (ii) the
date on which any Certificates of Participation purchased with funds disbursed under the Letter
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of Credit in connection with the Liquidity Drawing which gave rise to such Liquidity Advance
are remarketed pursuant to the Trust Agreement, which prepayment shall be made in a principal
amount equal to the principal amount of Certificates of Participation remarketed, (iii) the date on
which the Certificates of Participation are converted to bear interest at a rate other than a daily
rate or weekly rate, which prepayment shall be made in a principal amount equal to the principal
amount of Certificates of Participation so converted, (iv) the date on which the Letter of Credit is
replaced by a substitute letter of credit pursuant to the terms of the Trust Agreement and the

- Purchase Agreement, which prepayment shall be made in full, (v) if the Insurance Policy
Cancellation Date has occurred, the date on which an Event of Default of the type described in
Section 6.1(g) or 6.1(h) occurs, which prepayment shall be made in full, and (vi) the date on
which the Bank gives notice to the Applicant pursuant to Section 6.3, with the consent of the
Insurer if required by Section 6.3, that all Obligations have been accelerated as a result of the
occurrence of an Event of Default (other than Event of Default of the type described in Section
6.1(g) or 6.1(h)), which prepayment shall be made in full. Subject to Section 2.14 hereof, the
Applicant also promises to pay to the Bank interest with respect to the unpaid principal amount
of each Liquidity Advance from the date such Liquidity Advance is made until it is paid in full
as provided herein, at a rate per annum equal to the Bank Rate from time to time in effect,
payable in arrears on each date the Liquidity Advance is payable or prepayable as herein
provided and on the first Business Day of each calendar month. Any Liquidity Advance not paid
when due shall bear interest at the Default Rate. Notwithstanding anything set forth herein to the
contrary, the Bank hereby acknowledges and agrees that the Insurance Policy will not insure
interest on the interest portion of any Liquidity Advance.

(b) Any Liquidity Advance created pursuant to paragraph (a) above may be prepaid
in whole or in part at any time on any Business Day without premium or penalty. Upon the
Bank’s receipt of any payment or prepayment of any Liquidity Advance, the amount of such
Liquidity Advance shall be reduced by the amount of such payment or prepayment and each
remaining installment shall be reduced proportionately as nearly as possible.

Section 2.4 Reimbursement of Drawings Other Than Liquidity Drawings Creating
Liquidity Advances Under the Letter of Credit. The Applicant agrees to reimburse the Bank for
the full amount of the interest component of each Liquidity Drawing on the date such Liquidity
Drawing is honored by the Bank. If the Insurance Policy Cancellation Date has occurred, the
Applicant agrees to reimburse the Bank for the full amount of (a) the principal component of
each Liquidity Drawing (but only if the conditions precedent contained in Section 3.2 hereof are
not satisfied on the date of payment by the Bank of such Liquidity Drawing) and (b) all other
drawings made under the Letter of Credit, in each case, on the same date of each such drawing.
If the Insurance Policy Cancellation Date has not occurred, the Applicant agrees to reimburse the
Bank for the full amount of all drawings, other than Liquidity Drawings, made under the Letter
of Credit on the same date of each such drawing. If the Applicant does not make such
reimbursement on such date, such reimbursement obligation shall bear interest at the rate per
annum specified in Section 2.9 hereof. '

Section 2.5 Certain Fees and Expenses. The Applicant hereby agrees to pay, or cause to
be paid, to the Bank the fees, expenses and other amounts set forth in the Fee Letter at the times
and in the manner set forth in the Fee Letter, which Fee Letter, by this reference, is incorporated
herein as if set forth herein in its entirety.
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Section 2.6 Method of Payment; Etc. All payments to be made by the Applicant under
this Agreement shall be made to the Bank in lawful money of the United States of America in
freely transferable and immediately available funds in accordance in accordance with the Wire
Instructions and shall be received by the Bank not later than 2:00 p.m. on the date when due.

Section 2.7 Computation of Interest and Fees. All computations of fees payable by the
Applicant under this Agreement and/or the Fee Letter shall be made on the basis of a 360-day
year and actual days elapsed. All computations of interest payable by the Applicant under this
Agreement shall be made on the basis of a 365/366-day year and actual days elapsed. Interest
shall accrue during each period during which interest is computed from and including the first
day thereof to and including the last day thereof. '

Section 2.8 Payment Due on Non-Business Day to Be Made on Next Business Day. If
any sum becomes payable pursuant to this Agreement on a day which is not a Business Day, the
date for payment thereof shall be extended, without penalty, to the next succeeding Business
Day, and such extended time shall be included in the computation of interest and fees.

Section 2.9 Late Payments. If the principal amount of any Obligation is not paid when
due (including by the Insurer in accordance with the Insurance Policy, if such Obligation is
insured thereby), such Obligation shall bear interest until paid in full at a rate per annum equal to
the Default Rate, payable on demand.

‘Section 2.10 Source of Funds. All payments made by the Bank pursuant to the Letter of
Credit shall be made from funds of the Bank, and not from the funds of any other Person.

Section 2.11 Extension of Stated Expiration Date. At any time there shall remain no less
than 90 days and no more than 120 days prior to the then current Stated Expiration Date, the
Applicant may request the Bank to extend the then current Stated Expiration Date for an
additional period. If the Bank, in its sole discretion, elects to extend the Stated Expiration Date
then in effect, the Bank shall give written notice of such election to extend to the Applicant and
the Trustee within 30 days of receipt of such extension request from the Applicant, it being
understood and agreed that the failure of the Bank to notify the Applicant and the Trustee of any
decision within such 30-day period shall be deemed to be a rejection of such request and the
Bank shall not incur any liability or responsibility whatsoever by reason of the Bank’s failure to
notify such parties within such 30-day period. The Bank’s consent to any such extension of the
Stated Expiration Date shall be conditioned upon the preparation, execution and delivery of
documentation in form and substance satisfactory to the Bank and its counsel. Any date to
which the Stated Expiration Date has been extended in accordance with this Section 2.11 may be
extended in like manner.

Section 2.12 Amendments Upon Extension. Upon any extension of the Stated
Expiration Date pursuant to Section 2.11 of this Agreement, the Bank and the Applicant each
reserves the right to renegotiate any provision hereof.

Section 2.13 Electronic Transmissions. The Bank is authorized to accept and process
any amendments, transfers, assignments of proceeds, Instructions, consents, waivers and all
documents relating to the Letter of Credit which are sent to Bank by electronic transmission,
including SWIFT, electronic mail, telex, telecopy, courier, mail or other computer generated
telecommunications and such electronic communication shall have the same legal effect as if
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written and shall be binding upon and enforceable against the Applicant. The Bank may, but
shall not be obligated to, require authentication of such electronic transmission or that the Bank
receives original documents prior to acting on such electronic transmission.

Section 2.14 Recapture. Any interest payable pursuant to this Agreement, the Fee Letter
or the other Related Documents shall not exceed the maximum amount permitted by law (the
“Highest Lawful Rate”). In the event any interest required to be paid hereunder at any time
exceeds the Highest Lawful Rate, the portion of such interest required to be paid on a current
basis shall equal such Highest Lawful Rate; provided, however, that the differential between the
amount of interest payable assuming no Highest Lawful Rate and the amount paid on a current
basis after giving effect to the Highest Lawful Rate (“Excess Interest”) shall be carried forward
and shall be payable on any subsequent date of calculation so as to result in a recovery of interest
previously unrealized (because of the limitation dictated by such Highest Lawful Rate) at a rate
of interest, and as part of the interest payable, that, after giving effect to the recovery of such
excess and all other interest paid and accrued hereunder to the date of calculation, does not
exceed such Highest Lawful Rate. In consideration for the limitation of the rate of interest
otherwise payable hereunder, the Fee Letter and the other Related Documents, to the extent
permitted by law, the Applicant shall pay to the Bank a fee equal to the amount of all unpaid
deferred Excess Interest upon the termination of this Agreement and the final payment
hereunder.

Section 2.15 Security. The Obligations are special, limited obligations of the Applicant
payable solely from and secured by the Gross Revenues.

ARTICLE 3
CONDITIONS PRECEDENT

Section 3.1 Conditions Precedent to Issuance of Letter of Credit. As conditions
precedent to the obligation of the Bank to issue the Letter of Credit, (a) the Applicant shall
provide to the Bank on the Closing Date, in form and substance satisfactory to the Bank and its
counsel, White & Case LLP (hereinafter, “Bank’s counsel”):

(i) a written opinion or opinions of counsel to the Applicant, dated the
Closing Date and addressed to the Bank;

(i)  areliance letter from Sidley Austin LLP, Certificates of Participation
counsel, dated the Closing Date and addressed to the Bank, permitting the Bank to rely
on its opinion rendered at the time the Certificates of Participation were originally issued;

(iii)  the written opinion of counsel to the Issuer, dated the Closing Date and
addressed to the Bank;

(iv)  the written opinion of counsel to the Insurer, dated the Closing Date and
addressed to the Bank, (A) permitting the Bank to rely on the opinion of counsel to the
Insurer rendered at the time the Insurance Policy was originally issued, (b) addressing the
enforceability of the Bank Certificate Enndorsement and (c) addressing the enforceability
of the Cancellation Agreement;
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) the written opinion of counsel to the Trustee, dated the Closing Date and
addressed to the Bank, addressing the enforceability of the Cancellation Agreement;

(vi)  acertificate signed by a duly authorized officer of the Applicant, dated the
Closing Date and stating that: ' .

(A) the representations and warranties of the Applicant contained in
Article 4 that are not qualified by “material,” “materiality,” “Material Adverse
Effect” or similar qualifier are true and correct in all material respects on and as
of the Closing Date as though made on and as of such date, except to the extent
any such representation or warranty relates specifically to an earlier date in which
case such representation and warranty shall be true and correct in all material
respects as of such earlier date;

, (B) the representations and warranties of the Applicant contained in
Article 4 that are qualified by “material,” “materiality,” “Material Adverse
Effect” or similar qualifier are true and correct in all respects on and as of the
Closing Date as though made on and as of such date, except to the extent any such
representation or warranty relates specifically to an earlier date in which case
such representation and warranty shall be true and correct in all respects as of
such earlier date; and

(C) no Event of Default or Potential Default or Insurer Default has
occurred and is continuing, or would result from the issuance of the Letter of
Credit or the execution, delivery or performance of this Agreement or any Related
Document to which the Applicant is a party; and

(D) the electronic copy of the Applicant’s charter available at
www.cl.modesto.ca.us/ is accurate and complete;

(vii)) evidence of the due authorization, execution and delivery by the parties
thereto of the Related Documents;

(viii) a copy of resolutions of the city council of the Applicant and all other
necessary approvals, if any, certified as of the Closing Date by the city clerk of the
Applicant, authorizing, among other things, the execution, delivery and performance by
the Applicant of the Related Documents to which it is a party and the issuance of the
Letter of Credit;

(ix)  true and correct copies of all Governmental Approvals, if any, necessary
for the Applicant to execute, deliver and perform the Related Documents to which itis a
party and to authorize the Applicant to obtain the issuance of the Letter of Credit;

(x) evidence that the Applicant has received all consents and other approvals
from creditors necessary for the Applicant to execute, deliver and perform the Related
Documents to which it is a party and to authorize the Applicant to obtain the issuance of
the Letter of Credit;
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(xi) a certificate of the city clerk of the Applicant certifying the names and true
signatures of the officers of the Applicant authorized to sign the Related Documents to
which the Applicant is a party;

(xii) certified copies of documents evidencing all necessary action taken by the
Issuer to authorize the execution and delivery of the Related Documents to which it is a

party;

(xiii) evidence that Bank Certificates have been assigned a CUSIP number that
is unique and distinct from the CUSIP number assigned to Certificates of Participation
that are not Bank Certificates; '

(xiv) evidence that either Moody’s or S&P has assigned a long-term
unenhanced rating to the Bank Certificates of “Baa3” or “BBB-”, respectively, or better;

(xv) an executed original of an endorsement to the Insurance Policy (the “Bank
Certificate Endorsement”) so that the Insurance Policy as endorsed insures the payment
when due of regularly scheduled principal of and interest with respect to the Certificates
of Participation, including any Bank Certificates and Subrogated Certificates, but in the
case of interest on Bank Certificates and Subrogated Certificates the amount thereof
insured shall not exceed the amount that would accrue thereon if interest accrued at the
Insured Rate, such endorsement to be in form and substance satisfactory to the Bank; and

(xvi) executed originals of each of the Related Documents (other than the Letter
of Credit and the Certificates of Participation) and such other documents, certificates and
opinions as the Bank or Bank’s counsel may reasonably request;

(b) no law, regulation, ruling or other action of the United States or the States of
California, Illinois or New York or any political subdivision or authority therein or thereof shall
be in effect or shall have occurred, the effect of which would be to prevent the Bank from

fulfilling its obligations under this Agreement or the Letter of Credit; and

(©) all legal requirements provided herein incident to the execution, delivery and
performance of the Related Documents and the transactions contemplated thereby, shall be
reasonably satisfactory to the Bank and Bank’s counsel.

Section 3.2 Conditions Precedent to Liquidity Advances After the Insurance Policy
Cancellation Date. Following any payment by the Bank under the Letter of Credit pursuant to a
Liquidity Drawing made after the Insurance Policy Cancellation Date has occurred, a Liquidity
Advance shall be made available to the Applicant only if on the date of payment of such
Liquidity Drawing by the Bank the following statements shall be true:

(a) the representations and warranties of the Applicant contained in Article 4 and in
the other Related Documents that are not qualified by “material,” “materiality,” “Material
Adverse Effect” or similar qualifier shall be true and correct in all material respects on and as of
the date of such payment as though made on and as of such date, except to the extent any such
representation or warranty relates specifically to an earlier date in which case such representation
and warranty shall be true and correct in all material respects as of such earlier date;
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(b) the representations and warranties of the Applicant contained in Article 4 and in
the other Related Documents that are qualified by “material,” “materiality,” “Material Adverse
Effect” or similar qualifier shall be true and correct in all respects on and as of the date of such
payment as though made on and as of such date, except to the extent any such representation or
warranty relates specifically to an earlier date in which case such representation and warranty
shall be true and correct in all respects as of such earlier date; and

(c) no event has occurred and is continuing, or would result from such payment,
which constitutes a Potential Default or Event of Default.

Unless the Applicant shall have previously advised the Bank in writing that one or more of the
above statements are no longer true, the Applicant shall be deemed to have represented and
warranted on the date of such payment that all of the above statements are true and correct.

- ARTICLE 4
REPRESENTATIONS AND WARRANTIES

In order to induce the Bank to enter into this Agreement, the Applicant represents and
warrants to the Bank as follows:

Section 4.1 Organization and Powers. The Applicant is a municipality and chartered city
of the State duly organized and validly existing under and pursuant to the Constitution and laws
of the State; including its city charter. The Applicant has full right, power and authority to (a)

“enter into the Applicant Related Documents and to perform each and all of the matters and things
therein provided for and (b) own and operate the Water Utility System.

Section 4.2 Authorization; No Contravention; Approvals. The execution, delivery and
performance by the Applicant of the Applicant Related Documents are within the Applicant’s
powers. The execution, delivery and performance by the Applicant of the Applicant Related
Documents do not and will not violate (a) any provision of the Applicant’s charter; (b) any
provision of any law, rule, regulation, order, writ, judgment, injunction, decree, determination or
award to which the Applicant is subject, including Environmental Laws; (c) result in a breach of
or constitute a default under the provisions of any resolution, indenture, trust agreement, loan or
credit agreement, Payment Agreement or any other agreement, lease or instrument to which the
~ Applicant is subject or by which it, or its Property, is bound; or (d) result in, or require, the
creation or imposition of any mortgage, deed of trust, assignment, pledge, lien, security interest
or other charge or encumbrance of any nature or with respect to any of the Property of the
Applicant other than as provided therein. The Applicant is not in default under any such law,
rule, regulation, order, writ, judgment, injunction, decree, determination or award or any such
resolution, indenture, trust agreement, loan or credit agreement, Payment Agreement or any
other agreement, lease or instrument. All Governmental Approvals and all consents and
approvals of other Persons necessary for the Applicant to (i) execute, deliver and perform its -
obligations under the Applicant Related Documents and (ii) own and operate the Water Utility
System have been obtained.

Section 4.3 Binding Effect. (a) Each Applicant Related Document constitutes the legal,
valid and binding obligation of the Applicant, enforceable against the Applicant in accordance
with its terms; except as such enforceability may be limited by the Applicant’s bankruptcy,
insolvency, reorganization or other laws or equitable principles relating to or limiting creditors’
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rights generally, and (b) each of the Certificates of Participation has been duly executed and
delivered pursuant to the Trust Agreement and is entitled to the benefits thereof.

Section 4.4 Financial Information. All information supplied by the Applicant to the
Bank relating to the Applicant and the Water Utility System is true and accurate in all material
respects including, without limitation, the Applicant’s audited proprietary funds statement of net
assets as of June 30, 2010, statement of revenues, expenses and changes in fund net assets for the
year ended June 30 2010 and statement of cash flows for the year ended June 30, 2010 and the
unqualified opinion letter dated November 30, 2010, of Brown Armstrong Accountancy '
Corporation, independént certified public accountants, copies of which have been delivered to
the Bank, is in all respects complete and correct and fairly present the financial condition of the
Applicant as at such dates for the periods covered by such statements, all in conformity with
GAAP. Since the date of the most recent financial statement delivered to the Bank, there has
been no material adverse change in the condition (financial or otherwise) of the business or
operations of the Applicant. The Applicant has no contingent liabilities that are material to it
other than as indicated on the most recent financial statements delivered to the Bank.

Section 4.5 Litigation. There are no actions, suits, proceedings, inquiries or
investigations, at law or in equity, before any court, Governmental Authority or arbitrator
pending or, to the best knowledge of the Applicant, threatened, against or directly involving the
Applicant, affecting the existence of the Applicant, the title of any officials of the Applicant to
their respective offices, the Water Utility System or affecting or seeking to prohibit, restrain or
enjoin the execution or delivery of any Applicant Related Document, or in any way contesting or
affecting the validity or enforceability of the Certificates of Participation, any Applicant Related
Document or contesting the tax exempt status of the Certificates of Participation, or contesting in
any way the completeness or accuracy of the Reoffering Circular, or contesting the powers of the
Applicant or any authority for the issuance of the Certificates of Participation, the execution and
delivery of the Applicant Related Documents, nor, to the best, knowledge of the Applicant, is
there any basis therefor, which, if determined adversely to the Applicant could reasonably be .
expected to (i) have a Material Adverse Effect or (ii) result in a Tax Event. '

Section 4.6 Employee Benefit Plans, Etc. The Applicant is not subject to Title I
reporting and disclosure requirements, Title II or Title IV of ERISA and has no obligation or -
liability under or in respect of any “employee benefit plan” within the meaning of Section 3(3) of
ERISA or any other form of bonus, incentive compensation, deferred compensation or other
similar plan or arrangement. The Applicant currently has a pension plan providing benefits for
its employees. Such pension plan is in compliance in all material respects with the requirements
of the applicable laws of the State, including without limitation the obligation of the Applicant to
pay contributions on behalf of its employees in accordance therewith. No condition exists or
event or transaction has occurred with respect to the Applicant’s pension plan which could
reasonably be expected to result in the incurrence by the Applicant of any material liability, fine
or penalty that would be payable from Gross Revenues.

Section 4.7 Environmental Laws. The Applicant has not received notice to the effect
that the operations of the Water Utility System are not in compliance with any of the
requirements of applicable federal, state or local environmental, health and safety statutes and
regulations or are the subject of any governmental investigation evaluating whether any remedial
action is needed to respond to a release of any toxic or hazardous waste or substance into the
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environment, which non-compliance or remedial action could reasonably be expected to result in
. a Material Adverse Effect.

Section 4.8 No Sovereign Immunity. The Applicant is subject to civil and commercial
law in respect of its obligations under the Applicant Related Documents. The Applicant does not
‘enjoy any right of immunity in respect of such obligations on the grounds of immunity
(sovereign or otherwise) from jurisdiction in any court or from setoff or any legal process,
whether through service or notice, attachment prior to judgment, attachment in aid of execution
or otherwise, under the laws of the United States of America and the State.

Section 4.9 Disclosure. No representation, warranty or other written statement made by
the Applicant in or pursuant to any Applicant Related Document, or any other document or
financial statement provided by the Applicant to the Bank in connection with any Related
Document, contains any untrue statement of a material fact or omits (as of the date made or
furnished) any material fact necessary to make the statements therein not misleading in light of
the circumstances under which they are made. There is no fact known to the Applicant which
the Applicant has not disclosed to the Bank in writing which could reasonably be expected to
result in a Material Adverse Effect. Except for information contained in the Reoffering Circular
under the headings “THE JPMORGAN LETTER OF CREDIT AND THE REIMBURSEMENT
AGREEMENT,” “INFORMATION CONCERNING JPMORGAN” and “INFORMATION
CONCERNING ASSURED GUARANTY CORP.,” as to which no representation is made, the
Reoffering Circular is, and any supplement or amendment to the Reoffering Circular shall be,
accurate in all materials respects for the purpose for which its use is, was or shall be, authorized;
and except for information contained in the Reoffering Circular under the previously mentioned
captions, as to which no representation is made, the Reoffering Circular does not, and any such
supplement or amendment will not, contain any untrue statement of a material fact or omit to
state any material fact necessary to make the statements made therein, in the light of the
circumstances under which they are or were made, not misleading.

Section 4.10 Margin Stock. The Applicant is not engaged in the business of extending
credit for the purpose of purchasing or carrying margin stock (within the meaning of
Regulation U of the Board of Governors of the Federal Reserve System), and no part of the
proceeds of any Liquidity Advance or of any drawing under the Letter of Credit will be used to
purchase or carry any such margin stock or extend credit to others for the purpose of purchasing
or carrying any such margin stock.

Section 4.11 Marketable Fee. The Applicant has good and marketable title to the Water
Utility System. The Water Utility System is an essential asset of the Applicant necessary to serve
the needs of the Applicant. The Applicant believes that at all times while any Payments or any
obligation of the Apphcant under the Applicant Related Documents remains unpald the Water
Utility System will remain an essential asset of the Applicant.

Section 4.12 Casualty. The Water Utility System is not currently affected by any fire,
explosion, accident, strike, lockout or other labor dispute, drought, storm, hail, earthquake,
embargo, act of God or of the public enemy or other casualty (whether or not covered by
insurance).

Section 4.13 No Defaults. No Potential Default or Event of Default has occurred and is
continuing.
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Section 4.14 Usury. The obligations of the Applicant under the Bank Documents are not
subject to any law, rule or regulation of the State prescribing a maximum rate of interest.

Section 4.15 Solvency. The Applicant is able to pay its debts and satisfy its liabilities as
they come due, is solvent and has not made any assignment for the benefit of creditors.

Section 4.16 Security. The Purchase Contract creates a valid perfected security interest
in the Gross Revenues as security for the punctual payment of the interest and principal due with
respect to the Bank Certificates and all Obligations. The Reimbursement Obligations constitute
Parity Obligations. All Obligations other than Reimbursement Obligations are Subordinate
Obligations. Except for early termination payments under the Existing Swap Agreement that are
insured by the Insurer, the Applicant is not a party to any Swap that contains termination
payments that are Parity Obligations. The Issuer has Vahdly assigned all of its right to receive
Payments to the Trustee under the Trust Agreement.

Section 4.17 Tax-Exempt Status. The Applicant has not taken any action or omitted to
take any action, and knows of no action taken or omitted to be taken by any other Person, which
action, if taken or omitted, would adversely affect the exclusion of interest on the Certificates of
Participation from gross income for Federal income tax purposes or the exemption of such
interest from State personal income taxes.

Section 4.18 Legal Matters. There is no amendment, or, to the best knowledge of the
Applicant, proposed amendment certified for placement on a statewide ballot, to the Constitution
of the State or any published administrative interpretation of the Constitution of the State or any
State law, or any legislation which has passed either house of the State legislature or is under
consideration by any conference or similar committee, or any published judicial or
administrative decision interpreting any of the foregoing, and no action has been passed by the
city council of the Applicant, the effect of which could reasonably be expected to have a
Material Adverse Effect.

Section 4.19 Incorporation of Representations and Warranties by Reference. The
Applicant hereby makes to the Bank the same representations and warranties as are set forth by it
in each Applicant Related Document (other than this Agreement), which representations and
warranties, as well as the related defined terms contained therein, are hereby incorporated herein
by reference for the benefit of the Bank, mutatis mutandis, with the same effect as if each and
every such representation and warranty and defined term were set forth herein in its entirety and
were made as of the date hereof. No amendment to such representations and warranties or
defined terms made pursuant to any Applicant Related Document shall be effective to amend
such representatlons and warranties and defined terms as incorporated by reference herein
without the prior written consent of the Bank.

ARTICLE 5
COVENANTS

The Applicant will do, or will refrain from doing, as applicable, the following so long as

any amounts may be drawn under the Letter of Credit or any Obligations remain outstanding
under this Agreement, unless the Bank shall otherwise consent in writing:
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- Section 5.1 Existence. The Applicant will preserve and maintain its existence, rights and
franchises as a city duly organized and existing under the laws of the State and will not merge,
combine or consolidate with any other Person.-

Section 5.2 Maintenance of Properties. The Applicant will maintain, preserve and keep |
the Water Utility System in good repair, working order and condition (ordinary wear and tear
excepted). .

Section 5.3 Taxes and Assessments. The Applicant will pay all taxes, assessments and
governmental charges imposed upon it or the Water Utility System before the same become
delinquent, unless and to the extent that the same are being contested in good faith and by
appropriate proceedings and reserves are provided therefor that in the opinion of the Applicant
are adequate. ’

Section 5.4 Insurance. The Applicant shall maintain insurance as required by Section
4.08 of the Purchase Contract. The Applicant shall cause the Bank to be named an additional
insured on such policies and shall require that all providers of such insurance will provide the
Bank with not less than 30 days prior written notice of any intended cancellation thereof or
reduction of coverage provided thereby.

Section 5.5 Reports; Notices. The Applicant will maintain a standard system of
accounting in accordance with GAAP and will furnish to the Bank such information respecting
the business and financial condition of the Applicant as the Bank may reasonably request; and
without any request, will furnish to the Bank:

(a) as soon as available and in any event within 180 days after the end of each fiscal
year of the Applicant, an audited statement of net assets for the Water Utility System of the
Applicant as of the end of such fiscal year, an audited statement of revenues, expenses and
changes in fund net assets for the Water Utility System of the Applicant for such fiscal year and
an audited statement of cash flows for the Water Utility System of the Applicant for such fiscal
year, in each case prepared in accordance with GAAP and in reasonable detail showing in
comparative form the figures for the previous fiscal year, accompanied by an opinion thereon of
a firm of independent public accountants of recognized national standing, selected by the '
Applicant and reasonably acceptable to the Bank, to the effect that, in the opinion of such firm,
(i) the audit was conducted in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States and (ii)
the Water Utility System financial statements of the Applicant present fairly, in all material
respects, the financial position of the Water Utility System of the Applicant, as of the end of the
applicable fiscal year, and the changes in financial position and cash flows thereof for the
applicable fiscal year then ended in conformity with GAAP, which opinion shall contain no
- qualifications other than qualifications relating to the implementation of rules issued by the
Government Accounting Standards Board (the failure to comply with which would not, in the
opinion of the Bank in its sole discretion, individually or in the aggregate, have a material impact
on any fund financial statement line item);

(b) . as soon as available and in any event within 45 days after the end of each fiscal
quarter of the Applicant, an unaudited statement of net assets for the Water Utility System of the
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Applicant as of the end of such fiscal quarter, an unaudited statement of revenues, expenses and
changes in fund net assets for the Water Utility System of the Applicant for such fiscal quarter
and an unaudited statement of cash flows for the Water Utility System of the Applicant for such
fiscal quarter, in each case prepared in accordance with GAAP and in reasonable detail showing
in comparative form the figures for the corresponding fiscal quarter of the prior fiscal year;

(© simultaneously with the delivery of each set of financial statements referred to in
clauses (a) and (b) above, a certificate of the Applicant stating that, to the best knowledge of the
chief financial officer (or his/her designee) of the Applicant, there exists on the date of such
certificate no Event of Default or Potential Default or, if any Event of Default or Potential
Default then exists, setting forth the details thereof and the action which the Applicant is taking
or proposes to take with respect thereto;

(d) promptly (and, in any event, no later than 5 Business Days) after knowledge
thereof by the Applicant, written notice of the occurrence of any Potential Default, Event of
Default or Insurer Default together with a statement of the Applicant setting forth the details
thereof and the action which the Applicant is taking or proposes to take with respect thereto;

(e) promptly after process has been served on the Applicant, notice of any action, suit
or proceeding before any court or Governmental Authority in which there is a reasonable
probability of an adverse decision which could reasonably be expected to result in a Material
Adverse Effect;

® promptly upon the availability thereof, a copy of any offical stafement, offering
memorandum or other disclosure documents relating to the offering, reoffering or remarketing of
.any Parity Obligations;

(2) promptly after obtaining knowledge thereof, written notice of any change in the
long term ratings assigned by a Rating Agency to any unenhanced Parity Obligations;

(h) as soon as available to the Applicant, copies of all enacted legislation which, to
the best knowledge of the Applicant, relates to, in any material way, or adversely impacts in any
material manner upon the Related Documents or the ability of the Applicant to perform its
obligations under the Applicant Related Documents;

€) promptly upon the adoption thereof, a copy of the Water Utility System’s 5-year
financial plan and the Applicant’s budget, together with each amendment or supplement thereto
that may be adopted from time to time during each fiscal year; and

) notice of any event or circumstance known to the Applicant which might result in
a Material Adverse Effect;

(k) notice of the failure by the Remarketing Agent or the Trustee to perform any of
their respective obligations under any Related Document to which any such entity is a party;

)] notice of any inquiry, investigation or audit or threatened inquiry, investigation or
audit of the Applicant or its securities by the Securities and Exchange Commission, the
Department of Justice or the Internal Revenue Service;
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(m)  notice and a copy of any amendment to the Applicant’s investment policy
guidelines; and

(n) notice of any proposed amendment or supplement to any Certificates of
Participation Document and copies of all such amendments and supplements promptly following
‘the execution thereof.

Section 5.6 Inspection and Field Audit. Upon prior notice from the Bank, the Applicant
will permit the Bank and its duly authorized representatives and agents to visit and inspect any of
the Properties, corporate books and financial records of the Applicant and the Water Utility
System, to examine and make copies of the books of accounts and other financial records of the
Applicant and the Water Utility System, and to discuss the affairs, finances and accounts of the
Applicant and the Water Utility System with, and to be advised as to the same by, its officers and
independent public accountants (and by this provision the Applicant authorizes such accountants
to discuss with the Bank the finances and affairs of the Applicant and the Water Utility System)
at such reasonable times and reasonable intervals as the Bank may designate.

Section 5.7 No Change in Fiscal Year. The Applicant will not change its fiscal year
from its present basis without the prior written consent of the Bank.

Section 5.8 Compliance with Laws: Compliance with Agreements. The Applicant
covenants that it will comply with the requirements of (a) all applicable law of any
Governmental Authority having jurisdiction over the Applicant including, without limitation, all
Environmental Laws applicable to the Applicant and the Water Utility System, the non
compliance with which would have a Material Adverse Effect unless the same is being contested
in good faith and by appropriate proceedings and such contest shall operate to stay the Material
Adverse Effect of any such non compliance and (b) all investment policy guidelines of the
Applicant. The Applicant will observe and perform all of its obligations under the Related
Documents and any other document, agreement or instrument to which the Applicant is a party
and which obligations are secured by pledge of the Gross Revenues.

Section 5.9 Certificates of Participation Documents. The Applicant will not amend or
consent to any amendment of any Certificates of Participation Document, without the prior
written consent of the Bank, which consent shall not be unreasonably withheld if such
amendment would not have a material adverse effect on the Bank or its rights and remedies.

Section 5.10 Certificates of Participation Proceeds: Application of Drawings. The
Applicant shall not permit the proceeds of the Certificates of Participation to be used for any
purpose other than as set forth in the Trust Agreement. The Applicant will not take or omit to
take any action, nor direct the Trustee to take any action or omit to take action, which action or
omission will in any way result in the proceeds of drawings under the Letter of Credit being -
applied for any purpose other than to pay principal of, the purchase price of and interest with
respect to the Certificates of Participation as and when the same become due and payable.

Section 5.11 Liens; Indebtedness:; Swaps: Consolidation and Merger.

(a) The Applicant will not create or suffer to exist any Lien over the Gross Revenues
except for the Lien created pursuant to the Purchase Contract, the Lien created pursuant to the
Amended and Restated Treatment and Delivery Agreement between Modesto Irrigation District
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and the City approved by the parties thereto on October 11, 2005, the Lien created in favor of the
Clean Water State Revolving Fund and the Lien created pursuant to the Existing Swap
Agreement. Except as provide in Section 5.11(b), the Applicant will not create or suffer to exist
any Lien over the Property of the Water Utility System which could reasonably be expected to
have a Material Adverse Effect. Without limiting the foregoing, in the event a non-permitted
Lien attaches (i) to the Gross Revenues or (ii) to Property of the Water Utility System, in either
case the Applicant shall take all action necessary to remove such Lien as soon as practicable.

(b) The Applicant will not issue or incur any additional Parity Obligations unless
such issuance or incurrence complies with the Constitution and other laws of the State and with
Sections 3.01 and 3.02 of the Purchase Contract. The Applicant will not issue any obligation
secured by Gross Revenues that is senior in right of payment to the Reimbursement Obligations.
The Applicant shall not take any action that would result in the Reimbursement Obligations not
ranking at least pari passu in right of payment with all Parity Obligations.

() The Applicant shall not enter into any Swap with termination payments that are
Parity Obligations.

_ (d) The Applicant will not consolidate the Water Utility System or merge the Water
Utility System with or into any Person or sell, lease or otherwise transfer all or substantially all
of the assets of the Water Utility System to any Person.

‘Section 5.12 Trustee and Remarketing Agent.

(a) The Applicant shall not remove (or cause to be removed) the Trustee or appoint
(or cause to be appointed) any successor thereto without the prior written consent of the Bank,
which consent shall not be unreasonably withheld. If the Trustee is removed or resigns, the
Applicant shall use its best efforts to appoint (or caused to be appointed) a successor thereto that
is reasonably acceptable to the Bank as soon as practicable and, in the case of resignation, no
later than the resignation effective date. The Applicant shall cause any successor Trustee to
enter into a Custodian Agreement with the Applicant and the Bank.

(b) The Applicant will not permit the Remarketing Agent to remarket any Certificates
of Participation at a price less than the principal amount thereof plus accrued interest, if any,
with respect thereto to the respective dates of remarketing. The Applicant shall not remove (or
cause to be removed) the Remarketing Agent or appoint (or caused to be appointed) any
successor thereto without the prior written consent of the Bank. If the Remarketing Agent fails
to make efforts as required under the Remarketing Agreement to perform its duties under, and in
- accordance with the terms of, the Remarketing Agreement or if the Remarketing Agent fails to
remarket Bank Certificates for thirty (30) consecutive calendar days, the Applicant shall, at the
written direction of the Bank, remove (or cauase to be removed) the Remarketing Agent. If the
Remarketing Agent is removed or resigns, the Applicant shall (or shall cause) appoint a
successor thereto in accordance with the terms of the Trust Agreement and with the prior written
consent of the Bank. Such appointment shall be made as soon as practicable and, in the case of
resignation, no later than the resignation effective date. The Applicant shall not enter into, or
suffer to exist, any Remarketing Agreement unless such Remarketing Agreement contains the
following: (i) an agreement on the part of the Remarketing Agent to use its best efforts to
remarket Certificates of Participation, including Bank Certificates, at rates up to an including the
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“Maximum Rate” (as defined in the Trust Agreement); and (ii) a provision that requires that the
Remarketing Agent’s resignation shall not become effective until sixty (60) day’s following the
Remarketing Agent’s delivery of written notice to the Applicant and the Bank. Without limiting
the preceding sentence, the Applicant will not enter into any successor Remarketing Agreement
without the prior written consent of the Bank, which consent shall not be unreasonably withheld,
unless such successor Remarketing Agreement contains provisions that are substantially the
same as those contained in, and affords protection to the rights and interests of the Bank that is
substantially the same as that afforded by, the predecessor Remarketing Agreement.

Section 5.13 Purchase of Certificates of Participation. The Applicant will not purchase
any Certificates of Participation (or any beneficial interest therein) unless such Certificate of
Participation are promptly delivered to the Trustee for cancellation. In the event the Applicant
purchases any Certificates of Participation, it agrees not to tender them for optional purchase.

Section 5.14 Fixed Rate Conversions. The Applicant will not convert or permit the
conversion of the interest rate on less than all of the Certificates of Participation to a fixed rate to
maturity.

Section 5.15 Prepayments. The Applicant shall cause Bank Certificates to be prepaid in
whole prior to any other prepayment of Certificates of Participation.

Section 5.16 Alternate Credit Facility.

(a) . The Applicant agrees to use its best efforts to (i) obtain an Alternate Credit
Facility to replace the Letter of Credit; (ii) defease the Certificates of Participation; or (iii)
convert the interest on the Certificates of Participation to a fixed interest rate to maturity in the
event (A) the Bank shall determine not to extend the Stated Expiration Date or shall fail to
respond to a request to extend the Stated Expiration Date, (B) the Applicant shall fail to seek an
extension of the Stated Expiration Date by the date that is 60 days prior to the Stated Expiration
Date or (C) the unenhanced long-term rating for any Parity Obligations shall fall below “A3” by
Moody’s or below “A+” by S&P.

(b) The Applicant agrees that any Alternate Credit Facility will require, as a

_ condltlon to the effectiveness of the Alternate Credit Facility, that the issuer of the Alternate
Credit Facility will provide funds, on the substitution date, for the purchase of all Bank
Certificates at par plus accrued interest (at the Bank Rate) through and including the day _
immediately preceding the substitution date to the extent not paid by the Applicant or any other
Person. On such substitution date, any and all amounts due to the Bank under any Related
Document shall be payable in full to the Bank.

(c) The Applicant shall not permit an Alternate Credit Facility to become effective
with respect to less than all of the Certificates of Participation without the prior written consent
of the Bank.

Section 5.17 Return of Letter of Credit. The Applicant shall, upon the occurrence of the
Termination Date, cause the Trustee to surrender forthwith the Letter of Credit to the Bank for
cancellation.
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Section 5.18 Insurance Policy. The Applicant shall take no action with respect to the
Insurer or the Insurance Policy that contradicts or violates the terms of the Cancellation
Agreement.

Section 5.19 Maintenance of Tax Exempt Status of the Certificates of Participation. The
Applicant shall not take any action or omit to take any action which, if taken or omitted, would
adversely affect the exclusion of interest on the Certificates of Participation from gross income
for purposes of federal income taxation or the exemption of such interest from State income
taxes. ' ‘

Section 5.20 Reoffering Circular. The Applicant shall not include, or permit to be
included, in an offering, reoffering, remarketing or resale document for the Certificates of
Participation any information concerning the Bank that is not supplied in writing, or otherwise
consented to, by the Bank expressly for inclusion therein. The Applicant shall not make any
changes in reference to the Bank, the Letter of Credit or this Agreement in any revision of or
supplement to the Reoffering Circular without the Bank’s prior written consent thereto. -

Section 5.21 Waiver of Immunity. To the fullest extent permitted by law, the Applicant
agrees not to assert the defense of sovereign immunity, if available, in any proceeding to enforce
any of the obligations of the Applicant under any Related Document in any federal or state court
of competent jurisdiction.

Section 5.22 Additional Terms. In the event the Applicant shall enter into any Bank
Agreement which Bank Agreement provides the Bank Agreement Provider with (a) covenants
not included in this Agreement, (b) covenants which are included in this Agreement but which
are significantly more favorable to the Bank Agreement Provider, (¢) events of default not
included in this Agreement (other than additional events of default the remedy for which is in an
immediate termination or suspension of the obligations of the Bank Agreement Provider), (d)
events of default which are included in this Agreement but which are more favorable to the Bank -
Agreement Provider (e.g., shorter cure periods) and/or (e) collateral in addition to a pledge of
Gross Revenues (collectively, the “Additional Rights™) than are provided to the Bank in this
- Agreement, then such Additional Rights shall automatically be incorporated into this' Agreement
and the Bank shall have the benefit of such Additional Rights as soon as such Bank Agreement
becomes effective. Promptly following the Applicant’s execution and delivery of a Bank
Agreement containing Additional Rights, the Applicant shall give the Bank written notice
thereof and the Applicant shall enter into an amendment to this Agreement to include such
Additional Rights, provided that the Bank shall maintain the benefit of such Additional Rights
even if the Applicant fails to provide such amendment. If the Applicant shall amend the Bank
Agreement such that it no longer provides for such Additional Rights or if the Bank Agreement
terminates, then, without the consent of the Bank, this Agreement shall automatically no longer
contain the Additional Rights and the Bank shall no longer have the benefits of any of the
Additional Rights. In the event that the Applicant shall enter into any Bank Agreement after the
Insurance Policy Cancellation Date which provides that the Applicant shall repay the obligations
thereunder that are secured by Gross Revenues over a period of time that is shorter (such shorter
amortization period, the “Shorter Amortization Period”) than the three-year Liquidity Advance
amortization period provided in Section 2.3(a) (the “Existing Amortization Period”), this
Agreement shall automatically be deemed amended so that the Existing Amortization Period
shall become the Shorter Amortization Period. Promptly following the Applicant’s execution
and delivery of a Bank Agreement containing a Shorter Amortization Period, the Applicant shall
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give the Bank written notice thereof and the Applicant shall enter into an amendment to this
-Agreement to include such Shorter Amortization Period, provided that the Bank shall maintain
* the benefit of such Shorter Amortization Period even if the Applicant fails to provide such
amendment. If the Applicant shall amend the Bank Agreement such that it no longer provides
for such Shorter Amortization Period or if the Bank Agreement terminates, then, without the
consent of the Bank, this Agreement shall automatically be amended so that the Shorter
Amortization Period reverts to the Existing Amortization Period in effect immediately prior to
the entry into such Bank Agreement. Notwithstanding the foregoing, prior to the Insurance
Policy Cancellation Date, this Section 5.22 shall not apply to any provision of any Bank

~ Agreement under which, directly or indirectly, any Person or Persons undertakes to make loans
or extend credit or liquidity to the Applicant payable from Gross Revenues relating to (A)
facility fee rates, (B) interest rates with respect to advances, loans or drawings under any Bank
Agreement or (C) any other fees and charges payable by the Applicant under any Bank
Agreement.

Section 5.23 Further Assurances. The Applicant shall execute, acknowledge where
appropriate, and deliver, and cause to be executed, acknowledged where appropriate, and
delivered, from time to time promptly at the request of the Bank, all such instruments and
documents as in the opinion of the Bank are necessary or advisable to carry out the intent and
purpose of this Agreement and the other Bank Documents.

Section 5.24 Incorporation of Covenants by Reference. The Applicant hereby makes to
the Bank the same covenants as are set forth by it in each Applicant Related Document (other
than this Agreement), which covenants, as well as the related defined terms contained therein,
are hereby incorporated herein by reference for the benefit of the Bank, mutatis mutandis, with
the same effect as if each and every such covenant and defined term were set forth herein in its
entirety and were made as of the date hereof. No amendment to such covenants or defined terms
made pursuant to any Applicant Related Document shall be effective to amend such
representations and warranties and defined terms as incorporated by reference herein without the
prior written consent of the Bank.

: ARTICLE 6
EVENTS OF DEFAULT; INSURER DEFAULTS; REMEDIES

Section 6.1 Events of Default and Remedies. If any of the following events shall occur,
each such event shall be an “Event of Default™:

(a) (i) any representation or warranty made by the Applicant in this Agreement (or
incorporated herein by reference) or in any of the other Related Documents or in any certificate,
document, instrument, opinion or financial or other statement contemplated by or made or
delivered pursuant to or in connection with this Agreement or with any of the other Related
Documents that is not qualified by “material,” “materiality,” “Material Adverse Effect” or
similar qualifier, shall prove to have been incorrect, incomplete or misleading in any material
respect; or (ii) any representation or warranty made by the Applicant in this Agreement (or
incorporated herein by reference) or in any of the other Related Documents or in any certificate,
document, instrument, opinion or financial or other statement contemplated by or made or
delivered pursuant to or in connection with this Agreement or with any of the other Related
Documents that is qualified by “material,” “materiality,” “Material Adverse Effect” or similar
qualifier, shall prove to have been incorrect, incomplete or misleading in any respect; or
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(b) any “event of default” shall have occurred under any of the Related Documents
(as defined respectively therein) other than this Agreement; or

(©) failure to pay to the Bank any Obligations when and as due hereunder; or

(d) default in the due observance or performance by the Applicant of any covenant
set forth in Section 5.1, 5.5(d), 5.7, 5.9, 5.10, 5.11, 5.12(b), 5.13, 5.14, 5.15, 5.16(b) or 5.16(c)
hereof; or '

(e) default in the due observance or performance by the Applicant of any other
covenant set forth in this Agreement and the continuance of such default for 30 days after the
occurrence thereof; or

® any material provision of this Agreement or any of the other Related Documents
shall cease to be valid and binding, or the Applicant or a senior officer of the the Applicant shall
contest any such provision, or the Applicant or a senior officer of the the Applicant or any agent
or trustee on behalf of the Applicant shall deny that it has any or further liability under this
Agreement or any of the other Related Documents; or

(g) the Applicant shall (i) have entered involuntarily against it an order for relief
under the United States Bankruptcy Code, as amended, (ii) not pay, or admit in writing its
inability to pay, its debts generally as they become due, (iii) make an assignment for the benefit
of creditors, (iv) apply for, seek, consent to, or acquiesce in, the appointment of a receiver,
custodian, trustee; examiner, liquidator or similar official for it or any substantial part of its
Property, (v) institute any proceeding seeking to have entered against it an order for relief under
the United States Bankruptcy Code, as amended, to adjudicate it insolvent, or seeking
dissolution, winding up, liquidation, reorganization, arrangement, marshalling of assets,
adjustment or composition of it or its debts under any law relating to bankruptcy, insolvency or
reorganization or relief of debtors or fail to file an answer or other pleading denying the material
allegations of any such proceeding filed against it, (vi) take any action in furtherance of any
matter described in parts (i) through (v) above, or (vii) fail to contest in good faith any
appointment or proceeding described in Section 6.1(h) hereof; or

(h) a custodian, receiver, trustee, examiner, liquidator or similar official shall be
appointed for the Applicant or any substantial part of its Property, or a proceeding described in
Section 6.1(g) (v) shall be instituted against the Applicant and such appointment continues
undischarged or any such proceeding continues undismissed or unstayed for a period of 60 or
more days; or

6)) dissolution or termination of the existence of the Applicant; or

) a default shall occur under any evidence of Indebtedness issued, assumed, or
guaranteed by the Applicant or under any indenture, agreement or other instrument under which
- the same may be issued, and such default shall continue for a period of time sufficient to permit
the acceleration of the maturity of any such Indebtedness (whether or not such maturity is in fact
accelerated) or any such Indebtedness shall not be paid when and as due (whether by lapse of
time, acceleration or otherwise); or
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&) any judgment or judgments, writ or writs or warrant or warrants of attachment, or
any similar process or processes in an aggregate amount in excess of $5,000,000 shall be entered
or filed against the Applicant or against any of its Property that is payable from Gross Revenues
and remain undismissed, unvacated, unbonded or unstayed for a period of 30 days; or

()] there shall be appointed or designated with respect to the Applicant an entity such
as an organization, board, commission, authority, agency or body to monitor or declare a
financial emergency or similar state of financial distress with respect to the Applicant, or there
shall be declared by the Applicant.-or by any legislative or regulatory body with competent
jurisdiction over the Applicant, the existence of a state of financial emergency or similar state of
financial distress in respect of the Applicant; or

(m) the Trustee shall cease to have an effective security interest to the extent and
priority created or purported to be created by the Trust Agreement; or

(n) a Tax Event shall have occurred.

Section 6.2 Insurer Defaults. If any of the following events shall occur, each such event
shall be an “Insurer Default™: :

(a) -+ any principal of or interest with respect to any Certificate of Participation
(including Bank Certificates) is not paid by the Applicant when due and such principal or
interest is not paid by the Insurer when, as and in the amounts required to be paid pursuant to the
terms of the Insurance Policy; or :

(b) the Insurer shall fail to make any payment related to principal and interest when
due under any insurance policy (other than the Insurance Policy) or surety bond issued by it
insuring or supporting the payment of municipal obligations rated by any Rating Agency, and
such failure shall continue for a period of thirty (30) days (it being understood by the Bank that
default for purposes of this clause (b) shall not mean a situation whereby the Insurer contests in
good faith its liability under any such policy or policies in light of the claims made thereunder);
or ‘

© a proceeding is instituted in a court having jurisdiction in the premises seeking an
order for relief, rehabilitation, reorganization, conservation, liquidation or dissolution in respect
of the Insurer or for any substantial part of its property under any applicable bankruptcy,
insolvency or other similar law now or hereafter in effect, or for the appointment of a receiver,
liquidator, assignee, custodian, trustee or sequestrator (or other similar official) and such
proceeding shall not have been dismissed within 60 days or such court enters an order granting
the relief sought in such proceeding;or the New York Department of Insurance shall declare a
moratorium on the payment of the Insurer’s debts, or the Insurer shall commence a voluntary
case under any applicable bankruptcy, insolvency or other similar law now or hereafter in effect,
shall consent to the entry of an order for relief in an involuntary case under any such law or shall
consent to the appointment of or taking possession by a receiver, liquidator, assignee, trustee,
custodian or sequestrator (or other similar official) of the Insurer or for any substantial part of its
property, or shall make a general assignment for the benefit of creditors, or shall fail generally to
pay its debts (provided for purposes of this definition, “debts” shall not include any obligation of
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the Insurer under any insurance policy or surety bond) as they become due, or an order for
rehabilitation, liquidation or dissolution of the Insurer shall be issued; or

(d) (i) any material provision of the Insurance Policy relating to the obligation of the
Insurer to make payments of principal and interest thereunder at any time for any reason ceases
to be valid and binding on the Insurer in accordance with the terms of the Insurance Policy or the
New York Department of Insurance, or a court or other Governmental Authority of appropriate
jurisdiction shall find or rule or shall enter an order, judgment or decree that the Insurance Policy
is not valid and binding on the Insurer or (ii) the Insurer shall (A) claim in writing that the
Insurance Policy is not valid and binding on the Insurer, (B) repudiate the Insurer’s obligations
under the Insurance Policy or (C) initiate legal proceedings seeking an adjudication that the

‘Insurance Policy, or any material provision thereof regarding the payment of principal or interest
on Certificates of Participation (including Bank Certificates) is not valid and binding on the
Insurer.

Section 6.3 Remedies Prior to the Insurance Policy Cancellation Date. If an Event of
Default or a Mandatory Tender Event shall have occurred and be continuing prior to the
Insurance Policy Cancellation Date, the Bank may exercise any one or more of the following
rights and remedies in addition to any other remedies herein or by law provided:

(a) give written notice of the occurrence of such Event of Default or a Mandatory
Tender Event, as the case may be, to the Trustee and direct the Trustee to cause a mandatory
tender of the Certificates of Participation pursuant to Section 3.02 of the Trust Agreement and
clause (vi) of the definition of “Mandatory Purchase Date” contained therein, thereby causing the
Letter of Credit to terminate ten (10) days thereafter in accordance with its terms, in which case
the Bank shall, in accordance with the provisions of Section 10.04 of the Trust Agreement, direct
that the Insurance Policy be terminated and the Issuer, the Applicant, the Trustee and the Bank
shall take such action as shall be necessary to effect such termination in accordance with the
terms of the Cancellation Agreement; provided, however, that if an Insurer Default shall have
occurred and be continuing, the Bank may give notice of an Event of Default or a Mandatory
Tender Event to the Trustee and direct the Trustee to cause a mandatory tender of the
Certificates of Participation without directing the Issuer, the Applicant and the Trustee to take
such action as shall be necessary to effect a termination of the Insurance Policy in accordance
with the terms of the Cancellation Agreement;

(b) pursue any rights and remedies it may have under the Related Documents subject
to the terms thereof, including, instituting suit, actions or proceedings to enforce its rights under
the Trust Agreement; or

(c)  pursue any other action available at law or in equity either for specific
~ performance of any covenant or agreement contained herein or in aid of execution of any power
herein granted or for the enforcement of any proper legal remedy;

provided, however, that in the case of the foregoing clauses (b) and (c), the Bank shall not
exercise any such rights and remedies or pursue such other actions, including directions or
remedies under the Trust Agreement, without the consent of the Insurer unless the following
conditions precedent are met: (i) the Insurance Policy is no longer in effect and (ii) to the extent
that no Insurer Default shall have occurred and is then continuing, the Insurer has-been paid all
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amounts due and payable to it (it being understood that (x) in all events, including where an
Insurer Event of Default shall have occurred and be continuing, the Insurer’s rights derived
through subrogation or assignment shall continue in full force and effect and (y) in the event that
an Insurer Default has occurred and is then continuing, payment of all amounts due and payable
to the Insurer shall not be a condition precedent to the exercise by the Bank, without the consent
of the Insurer, of any such rights and remedies and pursuit of such other actions, including
direction of remedies under the Related Documents); provided further, however, notwithstanding
the condition set forth in clause (i) of the foregoing proviso, if a Control Event (as defined in the
Trust Agreement) shall have occurred and be continuing, the Bank may, while the Insurance
Policy is in effect, exercise any such rights and remedies and pursue such other actions,
including directions or remedies under the Trust Agreement, without the consent of the Insurer,

- if the Bank has directed the Trustee to cause a mandatory tender of all of the Certificates of
Participation pursuant to Section 6.3(a) or 6.4(a) hereof (a “Tender Direction™), in which case
the Bank shall, and hereby covenants with the Insurer that it will, and will use its best efforts to
cause the appropriate parties to, satisfy at the earliest time practicable all applicable conditions to
the effectiveness of cancellation of the Insurance Policy pursuant to the Cancellation Agreement
and the Trust Agreement and, during the period between the date of delivery of such Tender
Direction and the effective date of cancellation of the Insurance Policy, the Bank will direct the
Trustee not to draw on the Insurance Policy. Notwithstanding anything to the contrary herein, the
Insurer’s right to enforce the Bank’s covenants set forth in this Section shall survive any
termination of other rights of the Insurer.

Section 6.4 Other Rights to Direct Mandatory Tender.

(a) If an Insurer Default or an Insurer Downgrade Event shall have occurred, the
Bank may give written notice to the Trustee of the occurrence of such Insurer Default or Insurer
Downgrade Event, as applicable, and direct, in accordance with Section 10.04 of the Trust
Agreement, that the Insurance Policy be terminated within fifteen (15) days of such direction,
whereupon, in accordance with Section 3.02 of the Trust Agreement and clause (viii) of the
definition of “Mandatory Purchase Date” contained therein, the Certificates of Participation shall
be subject to mandatory tender. Upon any such direction, the Issuer, the Applicant, the Trustee
and the Bank shall take such action as shall be necessary to effect such termination pursuant to
the terms of the Cancellation Agreement.

(b) If (i) the Apphcant fails to pay any Facility Fee (as defined in the Fee Letter) or
(11) an Insurer Default or an Insurer Downgrade Event shall have occurred and be contlnumg, in
each case, during the occurrence and continuation of an Event of Default, the Bank may give
written notice to the Trustee of the occurrence of (x) such failure to pay such Facility Fee or (y)
such Insurer Default or Insurer Downgrade Event, as applicable, together with such Event of
Default, and direct the Trustee to cause a mandatory tender of the Certificates of Participation in
accordance with Section 3.02 of the Trust Agreement and clause (vi) of the definition of
“Mandatory Purchase Date” contained therein, thereby causing the Letter of Credit to terminate
fifteen (15) days thereafter. : '

Section 6.5 Remedies On and After the Insurance Policy Cancellation Date. If the
Insurance Policy Cancellation Date has occurred, upon the occurrence and continuance of an
Event of Default or a Mandatory Tender Event, the Bank may exercise any one or more of the
following rights and remedies:
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(a) by notice to the Applicant, declare all Obligations to be, and such amounts
shall thereupon become, immediately due and payable without presentment, demand,
protest or other notice of any kind, all of which are hereby waived by the Applicant,
provided that upon the occurrence of an Event of Default under Section 6.1(g) or (h)
hereof such acceleration shall automatically occur (unless such automatic acceleration is
waived by the Bank in writing); '

(b give notice of the occurrence of an Event of Default to the Trustee,
directing the Trustee to cause a mandatory purchase the Certificates of Participation,
thereby causing the Letter of Credit to expire ten (10) days thereafter;

(©) pursue any rights and remedies it may have under the Related Documents;
or

(d) pursue any other action available at law or in equity.

ARTICLE 7
MISCELLANEOUS

Section 7.1 No Deductions; Increased Costs.

(a) All payments made by the Applicant to the Bank under the Bank Documents shall
be made without setoff, counter-claim or other defense and will be made free and clear of, and
without deduction or withholding for, any present or future taxes, levies, imposts, duties, fees,
assessments or other charges of whatever nature now or hereafter imposed by any jurisdiction or
by any political subdivision or taxing authority thereof or therein (but excluding, except as
provided below, any tax imposed on or measured by the overall net income of the Bank pursuant
to the laws of the jurisdiction (or any political subdivision or taxing authority thereof or therein)
under which the Bank is organized) and all interest, penalties or similar liabilities with respect
thereto (collectively, “Taxes”). If the Applicant shall be required by any law, rule or regulation
to deduct any Taxes from or in respect of any sum payable under any Bank Document to the
Bank, (i) the sum payable shall be increased as necessary so that after making all required
deductions (including deductions applicable to additional sums payable under this Section), the
Bank receives an amount equal to the sum it would have received had no such deductions been
made, (ii) the Applicant shall make such deductions, (iii) the Applicant shall pay the full amount
deducted to the relevant taxation authority or other authority in accordance with applicable laws,
rules and regulations and (iv) within 45 days after the date of such payment, the Applicant shall
furnish to the Bank the original or a certified copy of a receipt evidencing payment thereof. In
addition, the Applicant agrees to pay any present or future stamp, recording or documentary
taxes and any other excise or property taxes, charges or similar levies that arise from the
execution or delivery or otherwise with respect to the Bank Documents (hereinafter referred to as
“Other Taxes”). The Bank shall provide to the Applicant within a reasonable time a copy of any
written notification it receives with respect to Other Taxes owing by the Applicant to the Bank
hereunder provided that the Bank’s failure to send such notice shall not relieve the Applicant of
its obligation to pay such amounts hereunder. The Applicant will to the maximum extent
permitted by applicable law indemnify and hold harmless the Bank, and reimburse the Bank
upon its written request, for the amount of any Taxes or Other Taxes so levied or imposed and
paid by the Bank.
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(b) If a Change of Law shall:

(1) limit the deductibility of interest with respect to funds obtained by the
Bank to pay any of its liabilities or subject the Bank to any tax, duty, charge, deduction or
withholding on or with respect to payments relating to the Certificates of Participation,
the Bank Documents, or any amount paid or to be paid by the Bank as the issuer of the
Letter of Credit (other than any tax measured by or based upon the overall net income of
the Bank imposed by any jurisdiction having control over the Bank);

(i1) impose, modify, require, make or deem applicable to the Bank any reserve
requirement, capital requirement, special deposit requirement, insurance assessment or
similar requirement against any assets held by, deposits with or for the account of, or
loans, letters of credit or commitments by, an office of the Bank;

(iii)  change the basis of taxation of payments due the Bank under the Bank
Documents or the Certificates of Participation (other than by a change in taxation of the
overall net income of the Bank);

(iv)  cause or deem letters of credit to be assets held by the Bank and/or as
deposits on its books; or

v) impose upon the Bank any other condition with respect to any amount
paid or payable to or by the Bank or with respect to any Related Documents;

and the result of any of the foregoing is to increase the cost to the Bank of making any payment

or maintaining the Letter of Credit or making any Liquidity Advance, or to reduce the amount of

any payment (whether of principal, interest or otherwise) receivable by the Bank, or to reduce

the rate of return on the capital of the Bank or to require the Bank to make any payment on or

calculated by reference to the gross amount of any sum received by it, in each case by an amount
“which the Bank in its reasonable judgment deems material, then:

(1) the Bank shall promptly notify the Applicant in writing of such event;

(2) the Bank shall promptly deliver to the Applicant a certificate stating the -
change which has occurred or the reserve requirements or other costs or conditions which
have been imposed on the Bank or the request, direction or requirement with which it has
complied, together with the date thereof, the amount of such increased cost, reduction or
payment and a reasonably detailed description of the way in which such amount has been
calculated, and the Bank’s determination of such amounts, absent fraud or manifest error,
shall be conclusive; and

(3) the Applicant shall pay to the Bank, from time to time as specified by the
Bank, within two Business Days of any demand, such an amount or amounts as will
compensate the Bank for such additional cost, reduction or payment.

The protection of this Section 7.1(b) shall be available to the Bank regardless of any possible
contention of invalidity or inapplicability of the law, regulation or condition which has been
imposed; provided, however, that if it shall be later determined by the Bank that any amount so
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paid by the Appliéant pursuant to this Section 7.1(b) is in excess of the amount payable under the
provisions hereof, the Bank shall refund such excess amount to the Applicant.

Section 7.2 Right of Setoff: Other Collateral.

(a) Upon the occurrence and during the continuance of an Event of Default, the Bank
is hereby authorized at any time and from time to time without notice to the Applicant (any such
notice being expressly waived by the Applicant) but subject to the consent right, if any, of the
Insurer set forth in Section 6.3(a), and to the fullest extent permitted by law, to setoff, to exercise
any banker’s lien or any right of attachment and apply any and all balances, credits, deposits
(general or special, time or demand, provisional or final), accounts or monies at any time held
and other indebtedness at any time owing by the Bank to or for the account of the Applicant
(irrespective of the currency in which such accounts, monies or indebtedness may be
denominated and the Bank is authorized to convert such accounts, monies and indebtedness into
United States dollars) against any and all of the Obligations of the Applicant, whether or not the
Bank shall have made any demand for any amount owing to the Bank by the Applicant.

(b) The rights of the Bank under this Section 7.2 are in addition to, in augmentation
of, and, except as specifically provided in this Section 7.2, do not derogate from or impair, other
rights and remedies (including, without limitation, other rights of setoff) which the Bank may
have. The Bank agrees to use commercially reasonable efforts to notify the Applicant in
writing after any such setoff and application referred to in subsection (a) above, provided that
failure to give such notice shall not affect the validity of such setoff and application or subject
the Bank to any liability to the Applicant.

Section 7.3 Indemnity. To the maximum extent permitted by law, the Applicant shall
indemnify and hold harmless the Bank, its parent and each of their respective directors, officers,
_employees and agents (each, including the Bank, an “Indemnified Person”) from and against any
and all claims, suits, judgments, costs, losses, fines, penalties, damages, liabilities, and expenses,

including expert witness fees and legal fees, charges and disbursements of any counsel
(including in-house counsel fees and allocated costs) for any Indemnified Person (“Costs”),
arising out of, in connection with, or as a result of: (i) the Letter of Credit or any pre-advice of its
issuance; (ii) any transfer, sale, delivery, surrender, or endorsement of the Letter of Credit at any
time(s) held by any Indemnified Person in connection with the Letter of Credit; (iii) any action
or proceeding arising out of or in connection with any Related Document (whether
administrative, judicial or in connection with arbitration), including any action or proceeding to
compel or restrain any presentation or payment under the Letter of Credit, or for the wrongful
dishonor of or honoring a presentation under the Letter of Credit; (iv) any independent
undertakings issued by the beneficiary of the Letter of Credit; (v) any unauthorized
communication or instruction (whether oral, telephonic, written, telegraphic, facsimile or
electronic) (each an “Instruction”) regarding the Letter of Credit or error in computer
transmission; (vi) an adviser, confirmer or other nominated person seeking to be reimbursed,
indemnified or compensated; (vii) any third party seeking to enforce the rights of an applicant,
beneficiary, nominated person, transferee, assignee of proceeds of the Letter of Credit; (viii) the
fraud, forgery or illegal action of parties other than the Indemnified Person; (ix) the enforcement
of any Bank Document or any rights or remedies under or in connection with any Related
Document; (x) the acts or omissions, whether rightful or wrongful, of any present or future de
jure or de facto governmental or regulatory authority or cause or event beyond the control of
such Indemnified Person; in each case, including that resulting from Bank’s own negligence,
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provided, however, that such indemnity shall not be available to any Person claiming
indemnification under (i) through (x) above to the extent that such Costs are found in a final,
non-appealable judgment by a court of competent jurisdiction to have resulted directly from the
gross negligence or willful misconduct of the Indemnified Person claiming indemnity. If and to
the extent that the obligations of Applicant under this paragraph are unenforceable for any
reason, Applicant shall make the maximum contribution to the Costs permissible under
applicable law. '

Section 7.4 Obligations Absolute. The obligations of the Applicant under this
Agreement shall be absolute, unconditional and irrevocable, and shall be paid strictly in
accordance with the terms of this Agreement under all circumstances whatsoever, including,
without limitation: (i) any lack of validity, enforceability or legal effect of this Agreement or any
Related Document, or any term or provision herein or therein; (ii) payment against presentation
of any draft, demand or claim for payment under the Letter of Credit that does not comply in
whole or in part with the terms of the Letter of Credit or which proves to be fraudulent, forged or
invalid in any respect or any statement therein being untrue or inaccurate in any respect, or
which is signed, issued or presented by a Person (or a transferee of such Person) purporting to be
a successor or transferee of the beneficiary of the Letter of Credit; (iii) the Bank or any of its
branches or affiliates being the beneficiary of the Letter of Credit; (iv) the Bank honoring a
drawing against any draft, demand or claim for payment up to the amount available under the
Letter of Credit even if such any draft, demand or claim for payment is in an amount in excess of
the amount available under the Letter of Credit; (v) the existence of any claim, set-off, defense or
other right that the Applicant or any other Person may have at any time against any beneficiary,
any assignee of proceeds, the Bank or any other Person; (vi) the Bank having previously paid
against fraudulently signed or presented draft, demand or claim for payment (whether or not the
Applicant shall have reimbursed the Bank for such drawing); and (vii) any other event,
circumstance or conduct whatsoever, whether or not similar to any of the foregoing, that might,
but for this paragraph, constitute a legal or equitable defense to or discharge of, or provide a
right of set-off against, the Applicant’s obligations hereunder (whether against the Bank, the
beneficiary or any other Person); provided, however, that subject to Section 7.5 hereof, the
foregoing shall not exculpate the Bank from such liability to the Applicant as may, be finally,
judicially determined in an independent action or proceeding brought by the Applicant against
the Bank following payment of the Applicant’s obligations under this Agreement.

Section 7.5 Liability of the Bank.

(a) The liability of the Bank (or any other Indemnified Person) under, in connection
with and/or arising out of any Related Document, regardless of the form or legal grounds of the
action or proceeding, shall be limited to any direct compensatory damages, as opposed to
consequential damages, suffered by the Applicant that are caused directly by Bank’s gross
negligence or willful misconduct in (i) honoring a presentation under the Letter of Credit that
does not at least substantially comply with the Letter of Credit, or (ii) failing to honor a
presentation under the Letter of Credit that strictly complies with the Letter of Credit. In no
event shall the Bank be deemed to have failed to act with due diligence or reasonable care if the
Bank’s conduct is in accordance with Standard Letter of Credit Practice or in accordance with
this Agreement. The Applicant’s aggregate remedies against the Bank and any Indemnified
Person for wrongfully honoring or wrongfully failing to honor a presentation under the Letter of
Credit shall in no event exceed the aggregate amount facility fees (set forth in the Fee Letter)
received by the Bank. Notwithstanding anything to the contrary herein, the Bank and the other
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Indemnified Persons shall not, under any circumstances whatsoever, be liable for any punitive,
consequential, indirect or special damages or losses regardiess of whether the Bank or any
Indemnified Person shall have been advised of the possibility thereof or of the form of action in
which such damages or losses may be claimed. The Applicant shall take action to avoid and
mitigate the amount of any damages claimed against the Bank or any Indemnified Person. Any
claim by the Applicant for damages under or in connection with this Agreement or the Letter of
Credit shall be reduced by an amount equal to the sum of (i) the amount saved by the Applicant
as a result of the breach or alleged wrongful conduct and (ii) the amount of the loss that would
have been avoided had the Applicant mitigated damages. -

(b) The Bank shall not be liable for any Costs resulting froin any act or omission by
the Bank in accord with the ISP.

() Without limiting any other provision of this Agreement, the Bank and each other
Indemnified Person (if applicable), shall not be responsible to the Applicant for, and the Bank’s
rights and remedies against the Applicant and the Applicant’s obligation to reimburse the Bank
shall not be impaired by: (i) honor of a presentation under the Letter of Credit which on its face
substantially complies with the terms of the Letter of Credit; (ii) honor of a presentation of any
any draft, demand or claim for payment which appears on its face to have been signed, presented
or issued (A) by any purported successor or transferee of any beneficiary or other party required
to sign, present or issue any draft, demand or claim for payment under the Letter of Credit or (B)
under a new name of the beneficiary; (iii) acceptance as a draft of any written or electronic
demand or request for payment under the Letter of Credit, even if nonnegotiable or not in the
form of a draft, and may disregard any requirement that such draft, demand or request bear any
or adequate reference to the Letter of Credit; (iv) the identity or authority of any presenter or
signer of any any draft, demand or claim for payment or the form, accuracy, genuineness, or
legal effect of any presentation under the Letter of Credit (v) disregard of any non-documentary
conditions stated in the Letter of Credit; (vi) acting upon any Instruction which it, in Good Faith,
believes to have been given by a Person or entity authorized to give such Instruction; (vit) any
errors, omissions, interruptions or delays in transmission or delivery of any message, advice or
~ document (regardless of how sent or transmitted) or for errors in interpretation of technical terms
or in translation; (viii) any delay in giving or failing to give any notice; (ix) any acts, omissions
or fraud by, or the solvency of, any beneficiary, any nominated Person or any other Person; (x)
any breach of contract between the beneficiary and the Applicant or any of the parties to the
underlying transaction; (xi) assertion or waiver of any provision of the ISP which primarily
benefits an issuer of a letter of credit, including, any requirement that any any draft, demand or
claim for payment be presented to it at a particular hour or place; and (xii) acting or failing to act
as required or permitted under Standard Letter of Credit Practice. For purposes of this Section
7.5(¢), “Good Faith” means honesty in fact in the conduct of the transaction concerned.

Section 7.6 Participants. The Bank shall have the right to grant participations in the Bank
Documents to one or more other Persons, and such participants shall be entitled to the benefits of
this Agreement, including, without limitation, Sections 7.1, 7.3 and 7.14 hereof, to the same
extent as if they were a direct party hereto; provided, however, that no such participation by any
such participant shall in any way affect the obligation of the Bank under the Letter of Credit; and
provided further that no such participant shall be entitled to receive payment hereunder of any
amount greater than the amount which would have been payable had the Bank not granted a
participation to such participant. The Applicant agrees that the Bank may disclose any -
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information received by the Bank in connection herewith including, without limitation, the
financial information described in Section 5.5 hereof, to.any participant.

Section 7.7 Survival of this Agreement. All covenants, agreements, representations and
warranties made in this Agreement shall survive the issuance by the Bank of the Letter of Credit
and shall continue in full force and effect so long as the Letter of Credit shall be unexpired or
any Obligations shall be outstanding and unpaid. The obligation of the Applicant to reimburse
the Bank pursuant to Sections 7.1, 7.3 and 7.14 hereof shall survive the payment of the
Certificates of Participation and termination of this Agreement.

Section 7.8 Modification of this Agreement. No amendment, modification or waiver of
any provision of this Agreement or the Fee Letter shall be effective unless the same shall be in
writing and signed by the Bank and the Applicant and no amendment, modification or waiver of
any provision of the Letter of Credit, and no consent to any departure by the Applicant
therefrom, shall in any event be effective unless the same shall be in writing and signed by the
Bank. Any such waiver or consent shall be effective only in the specific instance and for the
purpose for which given. No notice to or demand on the Applicant in any case shall entitle the
Applicant to any other or further notice or demand in the same, similar or other circumstances.
Notwithstanding anything to the contrary contained in this Section 7.8, as long as the Insurance
Policy remains in effect, no amendment, modification or waiver of any provision of this
Agreement shall be effective unless consented to in writing by the Insurer; provided, however,
that if an Insurer Event of Default shall have occurred and be continuing, then the Bank and the
Applicant may amend or modify this Agreement or waive any provision hereof without the
consent of the Insurer unless such amendment, modification or waiver would be adverse to the
Insurer or would change its obligations in connection with any Bank Certificates; provided,
further, that no consent of the Insurer shall ever be required in connection with the extension of
the Stated Expiration Date or any amendment to the Fee Letter. As long as the Insurance Policy
remains in effect, the Bank shall provide the Insurer with a copy of all amendments and
modifications to this Agreement.

Section 7.9 Waiver of Rights by the Bank. No course of dealing or failure or delay on
the part of the Bank in exercising any right, power or privilege hereunder or under the Letter of
Credit or this Agreement shall operate as a waiver thereof, nor shall a single or partial exercise
thereof preclude any other or further exercise or the exercise of any other right or privilege. The
rights of the Bank under the Letter of Credit and the rights of the Bank under this Agreement are
cumulative and not exclusive of any rights or remedies that the Bank would otherwise have.

Section 7.10 Severability. In case any one or more of the provisions contained in this
Agreement should be invalid, illegal or unenforceable in any respect, the validity, legality and
enforceability of the remaining provisions contained herein shall not in any way be affected or
impaired thereby. The parties shall endeavor in good faith negotiations to replace the invalid,
illegal or unenforceable provisions with valid provisions the economic effect of which comes as
close as possible to that of the invalid, illegal or unenforceable provisions.

Section 7.11 Governing Law. PURSUANT TO SECTION 5-1401 OF THE NEW
YORK GENERAL OBLIGATIONS LAW (OR ANY SUCCESSOR STATUTE THERETO),
THIS AGREEMENT AND THE FEE LETTER SHALL BE DEEMED TO BE A CONTRACT

UNDER, AND SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN

ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK WITHOUT REGARD
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TO CHOICE OF LAW RULES; PROVIDED, HOWEVER, THAT THE LAWS OF THE
STATE OF CALIFORNIA SHALL GOVERN THE INTERPRETATION OF THIS
AGREEMENT AND THE FEE LETTER AS IT RELATES TO THE CAPACITY, POWER
AND AUTHORITY OF THE APPLICANT TO ENTER INTO AND PERFORM ITS
OBLIGATIONS UNDER THIS AGREEMENT.

Section 7.12 Notices. All notices hereunder shall be given by United States certified or
registered mail or by telecommunication device capable of creating written record of such notice
and its receipt. Notices hereunder shall be effective when received and shall be addressed:

If to the Bank, to: JPMorgan Chase Bank, N.A.
Public Finance - Credit Origination
383 Madison Avenue
Mail Code: NY1-M076
New York, NY, 10179
Telephone No.: (212) 270-2198
Telecopy No.: (917) 456-3538
Attention: James G. Millard

With a copy to the Bank,
Standby Letter of Credit Unit:

JPMorgan Chase Bank, N.A.

131 South Dearborn, 5th Floor

Mail Code IL1-0236

Chicago, IL 60603-5506

Facsimile No.: (312) 954-6163 - :
Telephone No.: (800) 634-1969, Option 1
Attention: Standby Service Unit

If to the Applicant, to: City of Modesto
: 1010 Tenth Street, Suite 5200
Modesto, CA 95353
Facsimile No.: (209) 571-5880
Telephone No.: (209) 577-5371
Attention: Finance Director

- If to the Trustee, to: The Bank of New York Mellon Trust Company, N.A.
100 Pine Street, Suite 3100

San Francisco, CA 94111

Facsimile No.: (415) 399-1647

Telephone No.: (415) 263-2432

Attention: Corporate Trust

Section 7.13 Successors and Assigns. Whenever in this Agreement the Bank is referred
to, such reference shall be deemed to include the successors and assigns of the Bank and all
covenants, promises and agreements by or on behalf of the Applicant which are contained in this
Agreement shall inure to the benefit of such successors and assigns. The rights and duties of the
Applicant hereunder, however, may not be assigned or transferred, except as specifically
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provided in this Agreement or with the prior written consent of the Bank, and all obligations of
the Applicant hereunder shall continue in full force and effect notwithstanding any assignment
by the Applicant of any of its rights or obligations under any of the Related Documents or any
entering into, or consent by the Applicant to, any supplement or amendment to any of the
Related Documents. ’

Section 7.14 Expenses. The Applicant shall pay (a) all reasonable out-of-pocket
expenses of the Bank, including reasonable fees and expenses of counsel retained by the Bank in
connection with any amendment, waiver or consent under any Related Document and (b) if any
Event of Default, Insurer Default or Insurer Downgrade Event occurs, all reasonable out-of-
pocket expenses incurred by the Bank, including reasonable fees and disbursements of counsel
and experts retained by the Bank in connection with such Event of Default, Insurer Default or
Insurer Downgrade Event and collection and other enforcement proceedings resulting therefrom.

Section 7.15 Headings. The captions in this Agreement are for convenience of reference
only and shall not define or limit the provisions hereof.

Section 7.16 Counterparts. This Agreement may be executed in counterparts, each of
which shall constitute an original but all taken together to constitute one instrument.

Section 7.17 Entire Agreement. The Bank Documents constitute the entire
understanding of the parties with respect to the subject matter thereof and any prior agreements,
whether written or oral, with respect thereto are superseded hereby.

Section 7.18 Government Regulations. Applicant shall ensure that the Certificates of
Participation proceeds, the proceeds of any drawing made under the Letter of Credit and the
proceeds of any Liquidity Advance shall not be used to violate any of the foreign asset control
regulations of Office of Foreign Assets Control or any enabling statute or Executive Order
relating thereto. Further, Applicant shall comply with all applicable Bank Secrecy Act laws and
regulations, as amended. Applicant agrees to provide documentary and other evidence of
Applicant’s identity as may be requested by Bank at any time to enable Bank to verify
Applicant’s identity or to comply with any applicable law or regulation, including, without
limitation, Section 326 of the USA Patriot Act of 2001, 31-U.S.C. Section 5318.

Section 7.19 Waiver of Jury Trial. TO THE EXTENT MAXIMUM EXTENT
PERMITTED BY LAW, EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY
WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR
PROCEEDING ARISING OUT OF OR RELATING TO THE BANK DOCUMENTS OR THE
TRANSACTIONS CONTEMPLATED THEREBY AND AGREES THAT ANY SUCH
ACTION OR PROCEEDING SHALL BE TRIED BEFORE A COURT AND NOT BEFORE A
JURY. EACH OF THE PARTIES HERETO ACKNOWLEDGES THAT THIS WAIVER IS A
MATERIAL INDUCEMENT TO ENTER INTO A BUSINESS RELATIONSHIP, THAT
EACH HAS RELIED ON THE WAIVER IN ENTERING INTO THIS AGREEMENT AND
THE OTHER RELATED DOCUMENTS TO WHICH IT IS A PARTY, AND THAT EACH
WILL CONTINUE TO RELY ON THIS WAIVER IN THEIR RELATED FUTURE
DEALINGS. EACH OF THE PARTIES HERETO WARRANTS AND REPRESENTS THAT
EACH HAS HAD THE OPPORTUNITY OF REVIEWING THIS JURY WAIVER WITH
LEGAL COUNSEL, AND THAT EACH KNOWINGLY AND VOLUNTARILY WAIVES ITS
JURY TRIAL RIGHTS.
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Section 7.20 Assignment to Federal Reserve Bank. The Bank may assign and pledge all
or any portion of the Obligations to any Federal Reserve Bank or the United States Treasury as
collateral security pursuant to Regulation A of the Board of Governors of the Federal Reserve
System and any Operating Circular issued by such Federal Reserve Bank, provided that any
payment in respect of such assigned Obligations made by the Applicant to the Bank in
accordance with the terms of the applicable Bank Document shall satisfy the Applicant’s
obligations thereunder in respect of such assigned Obligation to the extent of such payment. No
such assignment shall release the Bank from its obligations hereunder.

Section 7.21 Insurance Policy Claims. Following payment by the Bank of any drawing
under the Letter of Credit, the Bank shall have thirty (30) calendar days from the date of such
payment to direct the Insurer to reimburse the Bank for the amount of such drawing that was not
reimbursed by the Applicant or by the Trustee from amounts in the funds and accounts under the
Trust Agreement. In the event the Bank fails to direct the Insurer to reimburse it within the thirty
(30) calendar day period, the Bank shall be deemed to have elected not to receive reimbursement
from the Insurer with respect to such payment under the Letter of Credit and waived its right to
present such a claim to the Insurer for failure of the Applicant to make such reimbursement. In
no event shall the Bank be deemed to have waived its right to direct a mandatory tender of the
Certificates of Participation with respect to any such reimbursement default as a result of the
Bank waiving its right to present a claim of reimbursement from the Insurer.

Section 7.22 Insurer’s Rights.

(a) Anything contained in this Agreement to the contrary notwithstanding, the parties
hereto acknowledge and agree that the Insurer shall maintain all rights given to it under the Trust
Agreement and hereunder with respect to the giving of consents, approvals and notices and
direction of proceedings except as set forth in Section 10.03 of the Trust Agreement with respect
to its rights under the Trust Agreement and in Section 6.3 hereof with respect to its rights
hereunder.

(b) The Bank, the Trustee, the Issuer and the Applicant acknowledge that the Insurer
shall be an express third party beneficiary of the provisions of this Agreement, with the power to
enforce the same unless (i) the Insurance Policy is no longer in effect and (i) the Insurer has been
paid all amounts due and payable to it or (ii) an Insurer Default has occurred and is continuing.

© No provision of this Section 7.22 shall in any way limit or affect the rights of the
Insurer as subrogee of the Bank or any other owner of a Certificate of Participation or as
assignee of such Bank or any other owner of a Certificate of Participation or to otherwise be
reimbursed and indemnified for its costs and expenses and other payment on or in connection
with the Insurance Policy either by operation of law or at equity or by contract.

| [Remainder of page intentionally left blank. ]
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IN WITNESS WHEREOF, each party hereto has caused this Agreement to be duly
executed and delivered by its respective officer thereunto duly authorized as of the date first
written above.

CITY OF MODESTO

Name; Gloriette G. Bec '

Title: Finance Director/Treasurer

-Signature Page-
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JPMORGAN CHASE BANK, NATIONAL
- ASSOCIATION

o Qaon b MOb4)

Name: Jan{es G. Millard
Title: Executive Director
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Irrevocable Transferable Letter of Credit

July 14, 2011
U.S. $47,625,989
No. CPCS-923992

The Bank of New York Mellon Company, N.A.,
as trustee (the “Trustee”) and Agent under the
Amended and Restated Trust Agreement,
Trust Agreement dated as of July 14, 2011
(the “Trust Agreement’) between the Modesto
Public Financing Authority (the “Authority”)
and the Trustee

555 Kearny Street, Suite 600

San Francisco, CA 94108

Attention: Corporate Trust Department
Ladies and Gentlemen:

We hereby establish in your favor as Trustee for the benefit of the holders of the Authority’s
Water Revenue Refunding Certificates of Participation 2008 Series A (the “Certificates™), our
irrevocable transferable Letter of Credit No.-CPCS-923992 for the account of the City of
Modesto (the “Applicant”), whereby we hereby irrevocably authorize you to draw on us from
time to time, from and after the date hereof to and including the earliest to occur of our close of
business on: (i) July 14, 2014 (as extended from time to time, the “Stated Expiration Date”), (i1)
the earlier of (A) the date which is five (5) days following the Conversion Date (as defined in the
Trust Agreement) of all of the Certificates as such date is specified in a certificate in the form of
Annex A hereto (the “Conversion Date”) to a rate of interest other than a Daily Rate (as defined
in the Trust Agreement) or the Weekly Rate (as defined in the Trust Agreement) or (B) the date
on which the Bank honors a drawing under the Letter of Credit on or after the Conversion Date,
(iii) the date which is five (5) days following receipt from you of a certificate in the form set
forth as Annex B hereto, and (iv) the date which is ten (10) days following receipt by you of a
written notice from us stating that such notice is delivered pursuant to Section 6.3(a) or Section
6.5(b), as the case may be, of the Reimbursement Agreement, dated as of July 1, 2011, between
the Applicant and us (such agreement, the “Reimbursement Agreement”; such notice, a “Default
Notice”) and specifying the occurrence of an Event of Default or a Rating Event under the
Reimbursement Agreement and directing you to cause a mandatory purchase of the Certificates
(the “Termination Date”), a maximum aggregate amount not exceeding Forty Seven Million Six
Hundred Twenty Five Thousand Nine Hundred Eighty Nine United States Dollars (U.S.
$47,625,989) (the “Original Stated Amount”) to pay principal of and accrued interest with
respect to, or the purchase price of, the Certificates in accordance with the terms hereof (said
U.S. $47,625,989 having been calculated to be equal to Forty Six Million Seven Hundred Sixty
Five Thousand United States Dollars (U.S. $46,765,000), the outstanding principal amount of the
Certificates, plus Eight Hundred Sixty Thousand Nine Hundred Eighty Nine United States
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Dollars (U.S. $860,989) (the . “Interest Component ), which is 56 days’ accrued interest with
respect to said principal amount of the Certificates at the rate of twelve percent (12%) per annum
calculated on a 365 days basis (the “Cap Interest Rate™)).

This ’credit is available to you against presentation of the following documents (the “Payment
Documents ) presented to JPMorgan Chase Bank, N.A. (the “Bank”).as described below:

A certificate (with all blanks appropriately completed) (i) in the form attached as Annex C hereto
to pay accrued interest with respect to the Certificates (an “Interest Drawing”), (ii) in the form
attached as Annex D hereto to pay the principal amount of and accrued interest with respect to
the Certificates in respect of any payment of the principal of the Certificates (including payments
of principal at maturity and upon redemption) (a “Principal Drawing "), provided that in the
event the date of payment coincides with an Interest Payment Date (as defined in the Trust
Agreement), the Principal Drawing shall not include any accrued interest with respect to the
Certificates (which interest is payable pursuant to an Interest Drawing), or (iii) in the form
attached as Annex E hereto to pay the purchase price of Certificates which have not been
remarketed or which are not required to be remarketed (a “Liquidity Drawing”), provided that in
the event the purchase date coincides with an Interest Payment Date, the Liquidity Drawing shall
not include any accrued interest with respect to the Certificates (which interest is payable
pursuant to an Interest Drawing), each certificate to state therein that it is given by your duly
authorized representative and dated the date such certificate is presented hereunder. No
drawings shall be made under this Letter of Credit for Liquidity Provider Certificates (as defined
in the Trust Agreement) or Certificates registered in the name of the Applicant.

All drawings shall be made by presentation of each Payment Document by facsimile (at
facsimile number (312) 954-6163 or alternately to (312) 954-3140), Attention: Standby Service
Unit, without further need of documentation, including the original of this Letter of Credit, it
being understood that each Payment Document so submitted is to be the sole operative
instrument of drawing.

We agree to honor and pay the amount of any Interest Drawing, Principal Drawing or Liquidity
Drawing if presented in compliance with all of the terms of this Letter of Credit. If such '
drawing, other than a Liquidity Drawing, is presented at or prior to 5:00 P.M., Eastern time, on a
Business Day, payment shall be made to the account number or address designated by you of the
amount specified, in immediately available funds, by 1:00 P.M., Eastern time, on the following
Business Day. If any such drawing, other than a Liquidity Drawing, is presented after 5:00 P.M.,
Eastern time, on a Business Day, payment shall be made to the account number or address
designated by you of the amount specified, in immediately available funds, by 1:00 P.M,,
Eastern time, on the second following Business Day. If a Liquidity Drawing is presented at or
prior to 12:30 P.M., Eastern Time, on a Business Day, payment shall be made to the account
number or address designated by you of the amount specified, in immediately available funds, by
2:30 P.M., Eastern time, on the same Business Day. If a Liquidity Drawing is presented after
12:30 P.M., Eastern time, payment shall be made to the account number and at such bank
designated by you of the amount specified, in immediately available funds, by 2:30 P.M.,
Eastern time, on the following Business Day. Payments made hereunder shall be made by wire
transfer to you or by deposit into your account with us in accordance with the instructions
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specified by you in the drawing certificate relating to a particular drawing hereunder. “Business
Day” means any day other than (i) a Saturday or Sunday, (ii) a day on which banking institutions
in the city or cities in which the principal corporate trust office of the Trustee (as défined in the
Trust Agreement) or the Trustee is located or banking institutions in New York, New York are
authorized or required by Jaw to close, (iii) in the case of the Bank, a day on which banking
institutions in the city in which the office of the Bank at which drawings under the Letter of
Credit are to be presented is located are authorized or required by law to close or (1V) any day on
which the New York Stock Exchange is closed. :

The Available Amount (as hereinafter defined) will be reduced automatically by the amount of
any drawing hereunder; provided, however, that the amount of any Interest Drawing hereunder
that is not accompanied by a Principal Drawing or Liquidity Drawing shall be automatically
reinstated immediately on the fifth day after demand for payment is honored by us'unless you
receive a Default Notice (which may include delivery by telecopier, telex, prepaid telegram or
other telecommunication) on or before the close of business on such date. After payment by us
of a Liquidity Drawing, the obligation of the Bank to honor drawings under this Letter of Credit
will be automatically reduced by an amount equal to the Original Purchase Price (as .defined
below) of any Certificates (or portlons thereof) purchased pursuant to said drawing:'In addition,
prior to the Conversion Date, in the event of the remarketing of the Certificates (ot p}o‘rtlons
thereof) previously purchased with the proceeds of a Liquidity Drawing, our obligation to honor
drawings hereunder shall be automatically reinstated concurrently upon receipt by the Bank, or
the Trustee on the Bank’s behalf, of an amount equal to the Original Purchase Price of such
Certificates (or portion thereof) plus accrued interest thereon as required under the -
Reimbursement Agreement as specified in a certificate in the form of Annex I hereto; the amount
of such reinstatement shall be equal to the Original Purchase Price of such Certificates (or
portions thereof). “Original Purchase Price” shall mean the principal amount of any Certificate
purchased with the proceeds of a Liquidity Drawing plus the amount of accrued interest with
respect to such Certificate paid with the proceeds of a Liquidity Drawing (and not pursuant to an
Interest Drawing) upon such purchase.

Upon receipt by us of a certificate of the Trustee in the form of Annex F hereto, the Available
Amount to be drawn hereunder will automatically and permanently be reduced by the amount

* specified in such certificate. Such reduction shall be effective as of the next Business Day
following the date of delivery of such certificate. Upon any permanent reduction of the Available
Amount to be drawn under this Letter of Credit, as provided herein, we will deliver to you an
amendment to this Letter of Credit substantially in the form of Annex J hereto to reflect any such
reduction. The “Available Amount” shall mean the Original Stated Amount (i) less.the amount
of all prior reductions pursuant to Interest Drawings, Principal Drawings or Liquidity: Drawings,
(i1) less the amount of any reduction thereof pursuant to a certificate in the form of Annex F
hereto, (iii) plus the amount of all reinstatements as above provided. -

Prior to the Termination Date, we may extend the Stated Expiration Date from time to time at the
request of the Applicant by delivering to you an amendment to this Letter of Credit'in the form
of Annex H hereto designating the date to which the Stated Expiration Date is being extended.
Each such extension of the Stated Expiration Date shall become effective on the Business Day
following delivery of such notice to you and thereafter all references in this Letter of Credit to
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the Stated Expiration Date shall be deemed to be references to the date designated as such in
- such notice.” Any date to which the Stated Expiration Date has been extended as herein provided
may be extended in a like manner.

Upon the Termination Date this Letter of Credit shall automatically terminate and be delivered to
the Bank for cancellation. Failure to deliver said Letter of Credit will have no effect on the
Termination Date, and the Letter of Credit will still be considered terminated.

This Letter of Credit is transferable to any transferee who has succeeded you as Trustee under
the Trust Agreement, and may be successively transferred. Any transfer request must be affected
by presenting to us the attached form of Annex G signed by the transferor and the transferee
together with the original Letter of Credit. Upon our endorsement of such transfer, the transferee
instead of the transferor shall, without necessity of further action, be entitled to all the benefits of
and rights under this Letter of Credit in the transferor’s place; provided that, in such case, any
certificates of the Trustee to be provided hereunder shall be signed by one who states therein that
he is a duly authorized officer or agent of the transferee. ' :

Communications with respect to this Letter of Credit shall be addressed to us at JPMorgan Chase
Bank, N.A., 131 South Dearborn, 5t Floor, Mail Code IL.1-0236, Chicago, Il 60603-5506,
Attention: Standby Letter of Credit Unit, specifically referring to the number of this Letter of
Credit. For telephone assistance, please contact the Standby Client Service Unit at 1-800-634-
1969, select Option 1, and have this Letter of Credit number available. :

Except as expressly stated herein, this Letter of Credit is governed by, and construed:in
accordance with the International Standby Practices, ICC Publication No. 590 (the “ISP98”). As
to matters not governed by the ISP98, this Letter of Credit shall be governed by and construed in
accordance with the laws of the State of New York, including without limitation the Uniform
Commercial Code as in effect in the State of New York, without regard to principals-of conflict
of laws. '

All paymerits made by us hereunder shall be made from our funds and not with the funds of any
other Person.

(Signature Page Follows)
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This Letter of Credit sets forth in full the terms of our undertaking, and such undertaking shall
not in any way be modified or amended by reference to any other document whatsoever except
the attached annexes.

Very truly yours, |

JPMORGAN CHASE BANK, N:A.

By:
Name:
~ Title:
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- ANNEX A

TO

JPMORGAN CHASE BANK, N.A,
LETTER OF CREDIT

No. CPCS-923992

NOTICE OF CONVERSION DATE
[Date]
JPMorgan Chase Bank, N.A.
131 South Dearborn
5th Floor, Mail Code IL1-0236
Chicago, IL 60603-5506

Attn: Standby Letter of Credit Unit
Ladies and Gentlemen:

Reference is hereby made to that certain Irrevocable Transferable Letter of Credit No. CPCS-
923992 dated July 14, 2011 (the “Letter of Credit”’), which has been established by you for the
account of the City of Modesto, in favor of the Trustee.

The undersigned hereby certifies and confirms that the Conversion Date of all of the Certificates
to an interest rate other than a Daily Rate (as defined in the Trust Agreement) or a Weekly Rate
(as defined in the Trust Agreement) has occurred on [insert date], and, accordingly, said Letter of
Credit shall terminate 5 days after such Conversion Date in accordance with its terms.

All defined terms used herein which are not otherwise defined herein shall have the same »
meaning as in the Letter of Credit. ' '

The Bank of New York Mellon Company,
N.A., as Trustee '

By:

[Title of Authorized _
Representative]
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ANNEX B .

TO

JPMORGAN CHASE BANK, N.A.
' LETTER OF CREDIT
No. CPCS-923992

NOTICE OF TERMINATION
[Date]

JPMorgan Chase Bank, N.A.
131 South Dearborn '
5th Floor, Mail Code IL1-0236
Chicago, IL 60603-5506

Attn: Standby Letter of Credit Unit -
Ladies and Gentlemen:

Reference is hereby made to that certain Irrevocable Transferable Letter of Credit No. CPCS-
923992 dated July 14, 2011 (the “Letter of Credit”), which has been established by you for the
account of the City of Modesto, in favor of the Trustee.

The undersigned hereby certifies and confirms that (i) no Certificates (as defined in the Letter of
Credit) remain outstanding within the meaning of the Trust Agreement, (ii) all drawings required
to be made under the Trust Agreement and available under the Letter of Credit have been made
and honored, or (iii) a substitute letter of credit has been issued to replace the Letter of Credit
pursuant to the Trust Agreement, and, accordingly, the Letter of Credit shall be terminated in
accordance with its terms.

All defined terms used herein which are not otherwise defined shall have the same meaning as in
the Letter of Credit.

The Bank of New York Mellon Company,
N.A., as Trustee

By

[Title of Authorized
Representative]
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ANNEX C

TO

JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CP(CS-923992

INTEREST DRAWING CERTIFICATE

JPMorgan Chase Bank, N.A.
(facsimile number (312) 954-6163
alternately to (312) 954-3140)

Attn: Standby Letter of Credit Unit

The undersigned individual, a duly authorized representative of The Bank of New York Mellon
Company, N.A., as Trustee (the “Beneficiary”), hereby CERTIFIES on behalf of the Beneficiary
as follows with respect to (i) that certain Irrevocable Transferable Letter of Credit No. CPCS-
923992 dated July 14, 2011 (the “Letter of Credit”), issued by JPMORGAN CHASE BANK, N.A.
(the “Bank”) in favor of the Beneficiary; (ii) those certain Certificates (as defined in the Letter of
Credit); and (iii) that certain Trust Agreement (as defined in the Letter of Credit):

1. The Beneficiary is the Trustee (as defined in the Letter of Credit) under the Trust
Agreement. R

2. The Beneficiary is entitled to make this drawing in the amount of U.S.
$ under the Letter of Credit pursuant to the Trust Agreement with respect to the

payment of interest due with respect to all Certificates outstanding on the Interest Payment Date
(as defined in the Trust Agreement) occurring on [insert applicable date], other than Liquidity
Provider Certificates (as defined in the Trust Agreement) and Certificates registered in the name
of the Applicant (as defined in the Letter of Credit).

3. The amount of the drawing is equal to the amount required to be drawn by the
Trustee pursuant to the Trust Agreement.

4. The amount of the drawing made by this Certificate was computed in compliance
with the terms of the Trust Agreement and, when added to the amount of any other drawing
under the Letter of Credit made simultaneously herewith, does not exceed the Available Amount
(as defined in the Letter of Credit). '

5. Payment by the Bank pursuant to this drawing shall be made to
, ABA Number , Account Number

, Attention: . , Re:

(Signature Page Follows)
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ANNEX C

TO

- JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CPCS-923992

(CONTINUED)

IN WITNESS WHEREOF, this Certificate has been executed this day of
,201 .

The Bank of New York Mellon Company,
N.A., as Trustee

By

[Title of Authorized
Representative]
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ANNEX D

TO

JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CPCS-923992

PRINCIPAL DRAWING CERTIFICATE

JPMorgan Chase Bank, N.A.
(facsimile number (312) 954-6163
alternately to (312) 954-3140)

Attn: Standby Letter of Credit Unit

The undersigned individual, a duly authorized representative of The Bank of New York Mellon
Company, N.A., as Trustee (the “Beneficiary”), hereby CERTIFIES on behalf of the Beneficiary
as follows with respect to (i) that certain Irrevocable Transferable Letter of Credit No. CPCS-
923992 dated July 14, 2011 (the “Letter of Credit”), issued by JPMORGAN CHASE BANK, N.A.
(the “Bank”) in favor of the Beneficiary; (ii) those certain Certificates (as defined in the Letter of
Credit); and (iii) that certain Trust Agreement (as defined in the Letter of Credit):

1. The Beneficiary is the Trustee (as defined in the Letter of Credit) under the Trust
Agreement.

2. The Beneficiary is entitled to make this drawing in the amount of U.S.
$ ‘ under the Letter of Credit pursuant to the Trust Agreement.

3. (a) The amount of this drawing is equal to (i) the principal amount of

Certificates to be paid (whether at maturity or by redemption) pursuant to the Trust Agreement
on [insert applicable date] (the “Principal Date”), other than Liquidity Provider Certificates (as
defined in the Trust Agreement) and Certificates registered in the name of the Applicant (as
defined in the Letter of Credit), plus (ii) interest with respect to such Certificates accrued from
the immediately preceding Interest Payment Date (as defined in the Trust Agreement) to the
Principal Date, provided that in the event the Principal Date coincides with an Interest Payment
Date this drawing does not include any accrued interest with respect to such Certificates.

(b) Of the amount stated in paragraph 2 above:

6] US. § “is demanded in respect of the principal
amount of the Certificates referred to in subparagraph (a) above; and

i) US.S$ ____is demanded in respect of accrued interest
with respect to such Certificates.

4, Payment by the Bank pursuant to this drawing shall be made to
., ABA Number , Account

Number - , Attention: , Re:
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ANNEX D

TO
JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT
No. CPCS-923992
(CONTINUED)
5. The amount of the drawing made by this Certificate was computed in compliance
with the terms and conditions of the Trust Agreement and, when added to the amount of any
other drawing under the Letter of Credit made simultaneously herewith, does not exceed the
Available Amount (as defined in the Letter of Credit).
6. Upon payment of the amount drawn hereunder, the Bank is hereby directed to

permanently reduce the Available Amount by U.S. $[insert amount of reduction] and the
Available Amount shall thereupon equal U.S. $[insert new Available Amount]. The Available
Amount has been reduced by an amount equal to the principal of Certificates paid with this
drawing and an amount equal to 56 days’ interest thereon at the Cap Interest Rate (as defined in
the Letter of Credit). ‘

7. Of the amount of the reduction stated in paragraph 6 above:

)] US. $ is attributable to the principal
amount of Certificates redeemed or paid at maturity; and

Gg) US.$ is attributable to interest with respect
to such Certificates (i.e., 56 days’ interest thereon at the Cap Interest
Rate).

8. The amount of the reduction in the Available Amount has been computed in
accordance with the provisions of the Letter of Credit.

9. Following the reduction, the Available Amount shall be at least equal to the
aggregate principal amount of the Certificates outstanding (to the extent such Certificates are not
Liquidity Provider Certificates (as defined in the Trust Agreement) or Certificates registered in
the name of the Applicant (as defined in the Letter of Credit) plus 56 days’ interest thereon at the
Cap Interest Rate. :

*10. Upon application of the proceeds drawn hereunder, no Certificates will remain
Outstanding (as defined in the Trust Agreement).

To be included in certificate only if no Certificates will remain Outstanding after application of the proceeds of
the Principal Drawing.
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ANNEX D

TO

JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CPCS-923992
(CONTINUED)

IN WITNESS WHEREOF, this Certificate has been executed this day of

>

The Bank of New York Mellon Company,
N.A., as Trustee

By

[Title of Authorized
Representative]
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ANNEX E

TO

JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CPCS-923992

LIQUIDITY DRAWING CERTIFICATE

JPMorgan Chase Bank, N.A.
(facsimile number (312) 954-6163
alternately to (312) 954-3140)

Attn: Standby Letter of Credit Unit

The undersigned individual, a duly authorized representative of The Bank of New York Mellon
Company, N.A., as Trustee (the “Beneficiary”), hereby CERTIFIES on behalf of the Beneficiary
as follows with respect to (i) that certain Irrevocable Transferable Letter of Credit No. CPCS-
923992 dated July 14, 2011 (the “Letter of Credit”), issued by JPMORGAN CHASE BANK, N.A.
(the “Bank”) in favor of the Beneficiary; (ii) those certain Certificates (as defined in the Letter of
Credit); and (iii) that certain Trust Agreement (as defined in the Letter of Credit):

1. The Beneficiary is the Trustee under the Trust Agreement.
2. The Beneficiary is entitled to make this drawing under the Letter of Credit in the
amount of U.S. § with respect to the payment of the purchase price of

Certificates tendered for purchase in accordance with the Trust Agreement and to be purchased
on [insert applicable date] (the “Purchase Date ) which Certificates have not been remarketed
as provided in the Trust Agreement or the purchase price of which has not been received by the
Trustee (as defined in the Letter of Credit) on said Purchase Date.

3. (a) The amount of the drawing is equal to (i) the principal amount of Certificates
to be purchased pursuant to the Trust Agreement on the Purchase Date, other than Liquidity
Provider Certificates (as defined in the Trust Agreement) and Certificates registered in the name
of the Applicant (as defined in the Letter of Credit), plus (ii) interest with respect to such
Certificates accrued from the immediately preceding Interest Payment Date (as defined in the
Trust Agreement) (or if none, the date of issuance of the Certificates) to the Purchase Date,
provided that in the event the Purchase Date coincides with an Interest Payment Date this
drawing does not include any accrued interest with respect to such Certificates.

b) Of the amount stated in paragraph (2) above: -

6)) US.$ is demanded in respect of the principal
portion of the purchase price of the Certificates referred to in subparagraph (2) above;
and ' ‘ '

() US.$ | | is demanded in respect of payment of

the interest portion of the purchase price of such Certificates.
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ANNEX E

TO
JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT
No. CPCS-923992
(CONTINUED)
4. The amount of the drawing made by this Certificate was computed in compliance
with the terms and conditions of the Trust Agreement and, when added to the amount of any
other drawing under the Letter of Credit made simultaneously herewith, does not exceed the
Available Amount (as defined in the Letter of Credit).
5 . The Beneficiary w111 register or cause to be registered in the name of the Bank,

upon payment of the amount drawn hereunder, Certificates (or beneficial interests therein) in the
principal amount of the Certificates being purchased with the amounts drawn hereunder in
accordance with the requirements of the Custodian Agreement dated as of July 1, 2011, among
The Bank of New York Mellon Company, N.A. (as custodian), the Applicant (as defined in the
Letter of Credit) and the Bank. '

. 6. Payment by the Bank pursuant to this drawing shall be made to
, ABA Number , Account
Number , Attention: , Re:
IN WITNESS WHEREOF, this Certificate has been executed this day of

>

The Bank of New York Mellon Company,
N.A., as Trustee

By

[Title of Authorized
Representative]
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ANNEX F

TO

JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

~No. CPCS-923992

REDUCTION CERTIFICATE

JPMorgan Chase Bank, N.A.
131 South Dearborn

5th Floor, Mail Code IL.1-0236
Chicago, IL 60603-5506

Attn: Standby Letter of Credit Unit

The undersigned individual, a duly authorized representative of The Bank of New York Mellon
Company, N.A., as Trustee (the “Beneficiary”), hereby CERTIFIES on behalf of the Beneficiary
as follows with respect to (i) that certain Irrevocable Transferable Letter of Credit No. CPCS-
923992 dated July 14, 2011 (the “Letter of Credit”), issued by JPMORGAN CHASE BANK, N.A.
(the “Bank”) in favor of the Beneficiary; (ii) those certain Certificates (as defined in the Letter of
Credit); and (iii) that certain Trust Agreement (as defined in the Letter of Credit):

1. The Beneficiary is the Trustee under the Trust Agreement.

2. Upon receipt by the Bank of this Certificate, the Available Amount (as defined in
the Letter of Credit) shall be permanently reduced by U.S.$ and the Available
Amount shall thereupon equal U.S. § . US.$ of the new
Available Amount is attributable to interest.

3. The amount of the reduction in the Available Amount has been computed in
accordance with the provisions of the Letter of Credit.

4, Following the reduction, the Available Amount shall be at least equal to the
aggregate principal amount of the Certificates outstanding, other than Liquidity Provider
Certificates (as defined in the Trust Agreement) and Certificates registered in the name of the
Applicant (as defined in the Letter of Credit) plus 56 days’ interest thereon at the Cap Interest
Rate (as defined in the Letter of Credit).

IN WITNESS WHEREOF,Y this Certificate has been executed this day of

b

The Bank of New York Mellon Company,
N.A., as Trustee '

By

[Title of Authorized
Representative]
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ANNEX G

: TO
JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CPCS-923992

REQUEST FOR TRANSFER

JPMorgan Chase Bank, N.A. Date:
131 South Dearborn ' '
5th Floor, Mail Code IL1-0236

Chicago, IL 60603-5506

Attn: Standby Letter of Credit Unit

Re: JPMorgan Chase Bank, N.A. Irrevocable Standby Letter of Credit No. CPCS-923992

We, the undersigned “Transferor”, hereby irrevocably transfer all of our rights to draw under the
above referenced Letter of Credit (“Credit”) in its entirety to:

NAME OF TRANSFEREE

(Print Name and complete address of the Transferee) “Transferee”

~ ADDRESS OF TRANSFEREE

CITY, STATE/COUNTRY ZIP

In accordance with ISP98, Rule 6, regarding transfer of drawing rights, all rights of the
undersigned Transferor in the Credit are transferred to the Transferee, who shall have the sole
rights as beneficiary thereof, including sole rights relating to any amendments whether increases
or extensions or other amendments and whether now existing or hereafter made. All
amendments are to be advised directly to the Transferee without necessity of any consent of or
notice to the undersigned Transferor. :

The original Credit, including amendments to this date, is attached and the undersigned
Transferor requests that you endorse an acknowledgment of this transfer on the reverse thereof.
The undersigned Transferor requests that you notify the Transferee of this Credit in such form
and manner as you deem appropriate, and the terms and conditions of the Credit as transferred.
The undersigned Transferor acknowledges that you incur no obligation hereunder and that the
transfer shall not be effective until you have expressly consented to the transfer by notice to the
Transferee. '

If you agree to these instructions, please advise the Transferee of the terms and conditions of this
transferred Credit and these instructions.
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ANNEX G

TO

JPMORGAN CHASE BANK, N.A.
' LETTER OF CREDIT
No. CPCS-923992
(CONTINUED)

Payment of transfer fee of U.S $3,000 is for the account of the Applicant who agrees to pay you
on demand any expense or cost you may incur in connection with the transfer. Receipt of such
shall not constitute consent by you to the transfer.

Transferor represents and warrants that (a) the Transferee is the Transferor's successor trustee
under the Trust Agreement, (b) the enclosed Credit is original and complete, and (c) there is no
outstanding demand or request for payment or transfer under the Credit affecting the rights to be
transferred. ' ‘

The Effective Date shall be the date hereafter on which Transferring Bank effects the requested
transfer by acknowledging this request and giving notice thereof to Transferee.

WE WAIVE ANY RIGHT TO TRIAL BY JURY THAT WE MAY HAVE IN ANY ACTION
OR PROCEEDING RELATING TO OR ARISING OUT OF THIS TRANSFER.

This Request is made subject to ISP98 and is subject to and shall be governed by the laws of the
State of New York, without regard to principles of conflict of laws.

(Signature Page F ollows)
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Sincerely yours,

(Print Name of Transferor)

ANNEX G

TO

JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CPCS-923992
(CONTINUED)

(Transferor’s Authorized Signature)

(Print Authorized Signers Name and
Title)

(Telephone Number/Fax Number)

Acknowledged:

(Print Name of Transferee)

(Transferee’s Authorized Signature)

(Print Authorized Signers Name and
Title)

(Telephone Number/Fax Number)

Page G-3
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SIGNATURE GUARANTEED
Signature(s) with title(s) conform(s) with that/those on file
with us for this individual, entity or company and signer(s)
is/are authorized to execute this agreement.

(Print Name 6f Bank)

(Address of Bank)

(City, State, Zip Code)

(Print Name and Title of Authorized Signer)

(Authorized Signature)

(Telephone Number)

(Date)

SIGNATURE GUARANTEED
Signature(s) with title(s) conform(s) with that/those on file
with us for this individual, entity or company and signer(s)
is/are authorized to execute this agreement.

(Print Name of Bank)

(Address of Bank)

(City, State, Zip Code)

(Print Name and Title of Authorized Signer)

(Authorized Signature)

(Telephone Number)

(Date)




Acknowledged as of

JPMorgan Chase Bank, N.A.

By:

,201 .

Name:
Title:

LOSANGELES 914619 (2K)
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ANNEX G

. TO
JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CPCS-923992
(CONTINUED)



ANNEX H

TO

JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CPCS-923992

NOTICE OF EXTENSION AMENDMENT ;

The Bank of New York Mellon Company, N.A.
555 Kearney Street, Suite 600
San Francisco, California 94108

Attention: Corporate Trust Department
Ladies and Gentlemen:

Reference is hereby made to that certain Irrevocable Transferable Letter of Credit No. CPCS-
923992 dated July 14, 2011 (the “Letter of Credit”), established by us in your favor as
Beneficiary. We hereby notify you that, in accordance with the terms of the Letter of Credit and
that certain Reimbursement Agreement dated as of July 1, 2011, between the City of Modesto -
and us, the Stated Expiration Date (as defined in the Letter of Credit) has been extended to

2

This letter shall be attachéd to the Letter of Credit and made a part thereof.
JPMorgan Chase Bank, N.A.
By:

Name:
Title:

Page H-1
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ANNEX I

‘ TO

JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CPCS-923992

REINSTATEMENT CERTIFICATE
JPMorgan Chase Bank, N.A.
(facsimile number (312) 954-6163
alternately to (312) 954-3140)
Attn: Standby Letter of Credit Unit
The undersigned hereby certifies to JPMorgan Chase Bank, N.A. (the “Bank™), with reference to

Irrevocable Letter of Credit No. CPCS-923992 dated July 14, 2011 (the “Letter of Credit™)
issued by the Bank in favor of the Trustee, that:

1. The undersigned is the Trustee under the Trust Agreement.
2. The Trustee has previously made a Liquidity Draw under the Letter of Credit on
in the amount of U.S. § (representing U.S. $
of principal and U.S. $ - of interest) with respect to the purchase price of

Certificates which are Liquidity Provider Certificates (as defined in the Trust Agreement).

3. The Bank of New York Mellon Company, N.A., as Trustee and custodian under -
the Custodian Agreement, dated as of July 1, 2011, among The Bank of New York Mellon
Company, N.A., the Applicant (as defined in the Letter of Credit) and the Bank has received
proceeds from the sale of remarketed Liquidity Provider Certificates originally purchased with
the proceeds of the above described Liquidity Drawing and as of the date hereof holds U.S.

$ (representing U.S. $ of principal and U.S.
$ of interest) with respect to the sale of such Liquidity Provider Certificates.
4. In accordance with the terms of the Letter of Credit, the Available Amount (as

defined in the Letter of Credit) is hereby automatically reinstated to the extent of the lesser of (i)
the proceeds'of such remarketed Liquidity Provider Certificates (as described in paragraph 3
above), or (ii) the amount of the Liquidity Drawing described above, all in accordance with the
terms of the Letter of Credit and th1s notice.

IN WITNESS WHEREOF, the undersigned has executed and delivered this Certificate
this day of , .

The Bank of New York Mellon Company,
N.A., as Trustee

By

[Title of Authorized
Representative|

Page I-1
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ANNEX J

TO

JPMORGAN CHASE BANK, N.A.
LETTER OF CREDIT

No. CPCS-923992

NOTICE OF REDUCTION AMENDMENT
[Date]

The Bank of New York Mellon Company, N.A.
555 Kearney Street, Suite 600
San Francisco, California 94108

Attention: Corporate Trust Department
Ladies and Gentlemen:

Reference is hereby made to that certain Irrevocable Transferable Letter of Credit No. CPCS-
923992 dated July 14, 2011 (the “Letter of Credit”), established by us in your favor as
Beneficiary. We hereby notify you that, in accordance with the terms of the Letter of Credit, the
Available Amount (as defined in the Letter of Credit) has been reduced to U.S.

$ ,of which U.S. $ is attributable to principal and U.S.

$ is attributable to interest.

This letter shall be attached to the Letter of Credit and made a part thereof.
JPMorgan Chase Bank, N.A.

By:
Name:
Title:

Page J-1
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CLOSING MEMORANDUM

$47,625,000
CITY OF MODESTO
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

EXTENSION OF LETTER OF CREDIT

This memorandum will summarize the procedures to be followed in satisfying the
conditions precedent to the extension of aletter of credit for the City of Modesto, California (the

“City”) of its Water Refunding Revenue Certificates of Participation, 2008 Series A (the
“Certificates’).

CLOSING SCHEDULE
Wednesday, June 4, 2014 ViaSidley Austin’s Firmex Virtual Pre-Closing
Closing Site
Thursday, June 5, 2014 ViaSidley Austin’s Firmex Virtual Closing

Closing Site

201769881 47922/00000



$47,625,000
CITY OF MODESTO
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

MEMORANDUM OF LEGAL PAPERS

to be included in transcripts
relating to the above-mentioned Certificates

kkhkkkhkkhkkkhkkhkkhhkkhkkhhkkkhhkhkkhhkkhkhkkikkkik*x

Closing: Thursday, June 5, 2014

Complete transcripts are to be prepared for distribution to the following parties:

Modesto Public Financing Authority (the “ Authority”)
*City of Modesto (the “ City”)
The Bank of New York Mellon Trust Company, N.A. (the “ Trustee”)
*Sidley Austin LLP (*Bond Counsel” or “BC”)
*JPMorgan Chase Bank, National Association (the “Bank™)
McGuireWoods LLP (“Bank Counsel”)
Public Financial Management, Inc. (“PFM”)

*  We will be preparing transcripts on CD-ROM for all parties. In addition to CD-ROM copies, parties indicated above with
an asterisk (*) will be receiving one paper copy of the transcript with original signatures of the primary documents.

(i1)
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Pre-Closing

The Pre-Closing will be held on Wednesday, June 4, 2014, via Sidley’s Virtua Closing
Site.

The parties indicated below will deliver five (5) originals of each of the respective
documents so indicated below. The documents will be executed in advance of the Closing by the
respective parties thereto and delivered no later than the Pre-Closing. Unless otherwise
indicated, the documents will be dated as of the date of Closing. All such deliveries will be
deemed to have been made in escrow until final delivery at the Closing has been made.

Responsibility for preparing or assembling the documentsis indicated in parentheticals.
Closing

In connection with the extension of the letter of credit for the Bonds, a closing email will
be distributed to the financing team by Sidley indicating the transaction is closed.

(iii)
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$47,625,000
CITY OF MODESTO
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

DOCUMENTSAND INSTRUMENTS

The following documents and instruments are to be delivered to the appropriate party or
parties at the Pre-Closing.

Index
Number

l. BASIC DOCUMENTS

1. Certified copy of the AMENDED AND RESTATED TRUST 1
AGREEMENT, dated as of May 1, 2008 and amended and restated
July 14, 2011, by and between Trustee and the Authority. (BC)

2. Certified copy of the REIMBURSEMENT AGREEMENT, dated as of 2
July 1, 2011, between the City and the Bank. (BC)

3. Executed copy of the FIRST AMENDMENT TO THE 3
REIMBURSEMENT AGREEMENT, dated as of June 5, 2014, between
the City and the Bank. (Bank Counsel)

4. Executed copy of the FEE LETTER, dated June5, 2014, between the 4
City and the Bank. (Bank Counsel)

5. SPECIMEN COPY OF NOTICE OF EXTENSION OF LETTER OF 5
CREDIT. (Bank Counsel)

6. OFFICIAL STATEMENT SUPPLEMENT NO. 2, dated June 5, 2014, to 6
Official Statement dated May 29, 2008 as supplemented by the Official
Statement Supplement No. 1, dated July 5, 2011, and as amended by
Amendment to Official Statement Supplement No. 1, dated July 5, 201.

(BC)
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A.

V.

AUTHORIZATION OF THE FINANCING

By the City

1.

Certified copy of Resolution No. 2014-213 of the City Council of the
City, adopted June 3, 2014, entitled “A RESOLUTION OF THE CITY
COUNCIL OF THE CITY OF MODESTO RELATING TO WATER
REFUNDING REVENUE CERTIFICATES OF PARTICIPATION,
2008 SERIES A; APPROVING THE FORMS OF AND
AUTHORIZING THE EXECUTION AND DELIVERY OF A FIRST
AMENDMENT TO REIMBURSEMENT AGREEMENT AND FEE
LETTER AND APPROVING THE FORM OF AND AUTHORIZING
THE DISTRIBUTION OF A SUPPLEMENT TO AN OFFICIAL
STATEMENT IN CONNECTION THEREWITH,; AND
AUTHORIZING CERTAIN OTHER RELATED ACTIONS.” (BC)

By the Authority

1

Certified copy of Resolution No.  -2014 of the Commission of the
Authority, adopted June 3, 2014, entitled “A RESOLUTION OF THE
MODESTO PUBLIC FINANCING AUTHORITY RELATING TO
WATER REFUNDING REVENUE  CERTIFICATES OF
PARTICIPATION, 2008 SERIES A; APPROVING THE FORM OF
AND AUTHORIZING THE DISTRIBUTION OF A SUPPLEMENT TO
AN OFFICIAL STATEMENT IN CONNECTION THEREWITH; AND
AUTHORIZING CERTAIN OTHER RELATED ACTIONS.” (BC)

CLOSING DOCUMENTS

Documents Relating to the City

1.

CLOSING, SIGNATURE AND INCUMBENCY CERTIFICATE OF
THE CITY. (BC)

Documents Relating to the Authority

1.

CLOSING, SIGNATURE AND INCUMBENCY CERTIFICATE OF
THE AUTHORITY. (BC)

NOTICE

1.

NOTICE of Extension of Letter of Credit to Notice Parties, dated June 5,
2014, pursuant to Sections 3.11(f), 11.07(b)(iii) and 11.07(c) of the
Amended and Restated Trust Agreement. (Trustee)

201769881 47922/00000

Index

Number

10

11



Index
Number

V. MISCELLANEOUS

1 DISTRIBUTION LIST. (BC) 12
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$47,625,000
CITY OF MODESTO
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

CERTIFIED COPY OF AMENDED AND RESTATED TRUST AGREEMENT

The undersigned authorized representative of the Modesto Public Financing Authority
(the “Authority”), in connection with the City of Modesto Water Revenue Certificates of
Participation, 2008 Series A (the “Certificates’) DOES HEREBY CERTIFY that attached hereto
is a full, true and correct copy of the AMENDED AND RESTATED TRUST AGREEMENT,
dated as of May 1, 2008, as amended and restated as of July 14, 2011, between the Authority and
The Bank of New York Mellon Trust Company, N.A., and does hereby further certify that such
agreement has not been further amended, modified or rescinded since July 14, 2011, and is now
in full force and effect.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.]
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IN WITNESS WHEREOF, | have hereunto set my hand this 5™ day of June, 2014.

MODESTO PUBLIC FINANACING
AUTHORITY

Y

tephame Lopez
Secretary

CERTIFIED COPY OF AMENDED AND RESTATED TRUST AGREEMENT

201769881 47922/00000



EXECUTION VERSION

AMENDED AND RESTATED TRUST AGREEMENT
between the
MODESTO PUBLIC FINANCING AUTHORITY
and

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.,
as Trustee '

Dated as of May 1, 2008
and ‘
Amended and Restated July 14, 2011

Relating to

$47,625,000 :
WATER REFUNDING REVENUE CERTIFICATES OF PARTICIPATION
2008 SERIES A

EVIDENCING AND REPRESENTING PROPORTIONATE INTERESTS
OF THE OWNERS THEREOF IN 2008 PAYMENTS TO BE MADE BY THE
CITY OF MODESTO
TO THE
MODESTO PUBLIC FINANCING AUTHORITY

SF1 1673729
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TRUST AGREEMENT

THIS AMENDED AND RESTATED TRUST AGREEMENT, dated July 14, 2011 (the
“Trust Agreement”), amending and restating the Trust Agreement dated as of May 1, 2008 (the
“Original Trust Agreement”), is by and between the MODESTO PUBLIC FINANCING
AUTHORITY, a joint exercise of powers authority duly organized and existing under and by
virtue of the laws of the State of California (the “Authority”), and THE BANK OF NEW YORK
MELLON TRUST COMPANY, N.A., a national banking association duly organized and
existing under and by virtue of the laws of the United States of America (the “Trustee”);

WITNESSETH:

WHEREAS, the Authority is a joint exercise of powers authority duly organized and
existing under and pursuant to the Joint Exercise of Powers Act (being Sections 6500 et seq. of
the Government Code of the State of California) (the “Act”) and a Joint Exercise of Powers
Agreement (the “JPA Agreement”), dated as of December 1, 1989, by and between the City of
Modesto (the “City”) and the Industrial Development Authority of the City of Modesto; and

WHEREAS, the Act and the JPA Agreement authorize and empower the Authority to
assist the City in acquiring and financing and refinancing certain additions, betterments,
extensions and improvements to the water utility system of the City; and

WHEREAS, the Authority and the City have heretofore entered into a Master Installment
Purchase Contract, dated as of November 1, 1997 (the “Master Contract™), as supplemented by
the 1997 Supplemental Installment Purchase Contract, dated as of November 1, 1997 (the “1997
Supplemental Contract”), under and pursuant to which the Authority agreed to assist the City by
refinancing certain additions, betterments, extensions and improvements to the water utility
system of the City (the “1997 Project” as defined therein); and

WHEREAS, the City is obligated to make certain payments to the Authority under the
1997 Supplemental Contract (the “1997 Payments™), and all rights to receive such payments
have been assigned by the Authority to State Street Bank and Trust Company of California,
N.A., as succeeded by The Bank of New York Mellon Trust Company, N.A.( formerly known as
The Bank of New York Trust Company N. A.), as successor trustee for the owners of the
Refunding Revenue Certificates of Participation (1997 Water Utility Refinancing Project); and

WHEREAS, the Authority and the City .have heretofore entered into the 2006
Supplemental Installment Purchase Contract, dated as of November 1, 2006 (the ‘“2006
Supplemental Contract”), under and pursuant to which the Authority agreed to assist the City by
financing certain additions, betterments, extensions and improvements to the water utility system
of the City (the “2006 Project” as defined therein); and

WHEREAS, the City is obligated to make certain payments to the Authority under the
2006 Supplemental Contract (the “2006 Payments™), and all rights to receive such payments
have been assigned by the Authority to the Trustee, as trustee in relation to the Water Revenue
Certificates of Participation 2006 Series A; and

SF1 1673729



WHEREAS, the Authority and the City have heretofore entered into the 2008
Supplemental Installment Purchase Contract dated as of May 1, 2008 (the “2008 Supplemental
Contract” and together with the Master Contract, the 1997 Supplemental Contract, and the 2006
Supplemental Contract, the “Contract™), under and pursuant to which the Authority agreed to
assist the City in refinancing the 2006 Project as described in the 2008 Supplemental Contract
(the “2008 Project” as defined therein); and

WHEREAS, the City is obligated to make certain payments to the Authority under the
2008 Supplemental Contract (the “2008 Payments™), and all rights to receive such payments are
being assigned by the Authority to the Trustee in relation to the Water Refunding Revenue
Certificates of Participation, 2008 Series A (the “2008 Certificates™); and

WHEREAS, in consideration of such assignment of the 2008 Payments and the execution
and entering into of the Trust Agreement, the Trustee has agreed to execute and deliver the 2008
Certificates in an aggregate principal amount equal to the aggregate principal amount of such
2008 Payments, each representing a proportionate interest in such 2008 Payments; and

WHEREAS, the Authority has determined that 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 delivery of this Trust Agreement do exist, have happened and have been
performed in regular and due time, form and manner as required by law, and the execution and
delivery of this Trust Agreement have been in all respects duly authorized; and

WHEREAS, in order to support the payment of the principal and Purchase Price of, and
interest on, the 2008 Certificates, the Authority, the City and Bank of America, N.A. (the “Initial
Liquidity Facility Provider”) entered into Standby Certificate Purchase Agreement, dated as of
May 1, 2008 (the “Initial Liquidity Facility”); and

WHEREAS, as a result of the expiration of the Initial Liquidity Facility, the Authority
and the City have elected to replace the Initial Credit Facility with an Alternate Liquidity Facility
in the form of a direct-pay letter of credit (the “Replacement Liquidity Facility”) from JPMorgan
Chase Bank, N.A. (the “Bank™), effective on the Substitution Date (as defined herein), thereby
triggering a mandatory tender of the 2008 Certificates in whole on the Substitution Date for the
Initial Liquidity Facility; and '

WHEREAS, the Replacement Liquidity Facility constitutes an Alternate Liquidity
Facility for purposes of the Contract and this Trust Agreement; and

WHEREAS, the Original Trust Agreement is being amended and restated as of the '
Substitution Date pursuant to this Trust Agreement, in order to add provisions relating to the
Replacement Liquidity Facility; and :

WHEREAS, Section 7.01 of the Original Trust Agreement permits any amendments of
the Original Trust Agreement, with the prior written consent of the 2008 Certificate Insurer, but
without the consent of the Owners, if effective upon the remarketing of the 2008 Certificates
following mandatory tender of the 2008 Certificates; and

WHEREAS, this Trust Agreement shall be effective on the Substitution Date;
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NOW, THEREFORE, in consideration of the premises and the mutual agreements and
covenants herein, and for other valuable consideration, the parties hereto do hereby covenant and
agree, as follows:

ARTICLE I

DEFINITIONS; EQUAL SECURITY

Section 1.01. Definitions. Unless the context otherwise requires, the terms defined in
this Section shall for all purposes hereof and of any Supplemental Trust Agreement and of any
certificate, opinion, request or other document herein or therein mentioned have the meanings
herein specified unless the context or use clearly indicates another or different meaning or intent:

“Alternate Liquidity Facility” means a letter of credit (including, without limitation, the
Replacement Liquidity Facility), line of credit, surety bond, standby purchase agreement or other
security or liquidity instrument, as the case may be, approved by the 2008 Certificate Insurer and
issued in accordance with the terms hereof with respect to the 2008 Certificates as a replacement
or substitute for any Liquidity Facility then in effect.

“Alternate Rate” means, on any Rate Determination Date, for the 2008 Certificates in a
Daily Mode, a Weekly Mode, a Flexible Rate Mode or a Term Rate Mode, a rate per annum
equal to (a) the SIFMA Municipal Swap Index (the “SIFMA Rate”) most recently available as of
the date of determination, or (b) if such index is no longer available, or if the SIFMA Rate is no
longer published, the S&P Weekly High Grade Index (formerly the J.J. Kenny Index), or (¢) if
neither the SIFMA Rate nor the S&P Weekly High Grade Index is published, the index
determined to equal the prevailing rate determined by the Remarketing Agent for tax-exempt
state and local government bonds meeting criteria determined in good faith by the Remarketing
Agent to be comparable under the circumstances to the criteria used by the Securities Industry
and Financial Markets Association (“SIFMA”) to determine the SIFMA Rate just prior to when
the SIFMA stopped publishing the SIFMA Rate. If there is no Remarketing Agent for the 2008
Certificates, if the Remarketing Agent fails to make any such determination or if the
Remarketing Agent has suspended its remarketing efforts in accordance with the Remarketing
Agreement, then a financial advisor, investment banker or other qualified party shall make such
determination at the expense of the Authority.

“Assigned Rights to Interest” means those rights to receive payment from the Authority
pursuant to the Trust Agreement of any interest on 2008 Certificates with respect to which,
pursuant to Section 10.05 hereof, the Bank or other Credit enhancement Provider, to the extent it
has paid such interest from a drawing under the Replacement Liquidity Facility or other Credit
Enhancement, has become subrogated and an assignee and the owner.

“Authority” means the Modesto Public Financing Authority, a joint exercise of powers
authority duly organized and existing under and by virtue of the laws of the State.

“Authority Account” means the account by that name established within the 2008
Purchase Fund pursuant to Section 3.09(c) hereof.
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“Authorized Denominations” means: (i) with respect to 2008 Certificates in a Daily
Mode or Weekly Mode, $100,000 and any integral multiple of $5,000 in excess thereof; (ii) with
respect to 2008 Certificates in a Flexible Mode, $100,000 and any integral multiple of $1,000 in
excess thereof; and (iii) with respect to 2008 Certificates in a Term Rate Mode or Fixed Rate
Mode, $5,000 and any integral multiple thereof.

“Automatic Termination Event” means an event of default set forth in a Reimbursement
Agreement between the Authority and a Liquidity Facility Provider which would result in the
immediate termination of the Liquidity Facility provided pursuant to such Reimbursement
Agreement prior to its stated expiration date without prior notice from the Liquidity Facility
Provider to the Trustee. '

“Available Amount” means the amount available under a Credit Enhancement or
Liquidity Facility, as applicable, to pay the principal and interest with respect to the 2008
Certificates or the Purchase Price with respect to the 2008 Certificates, as applicable.

“Bank” means JPMorgan Chase Bank, N.A., and its successors or assigns.

“Basic Certificate Rate” shall mean the rate of interest applicable to 2008 Certificates that
are not Liquidity Provider Certificates.

“Beneficial Owner” means, so long as the 2008 Certificates are held in the Book-Entry
System, any Person who acquires a beneficial ownership interest in a 2008 Certificate held by
the Securities Depository, and during any period the 2008 Certificates are not held in the Book-
Entry System, Beneficial Owner shall mean the registered owner for purposes of this Trust
Agreement.

“Book-Entry System” means a system under which physical certificates in fully
registered form are registered only in the name of a Securities Depository or its nominee.

“Business Day” means any day other than (i) a Saturday or Sunday or (ii) a day on which
the Trustee or applicable Remarketing Agent are required or authorized to be closed or (iii) a day
on which the office of the applicable Credit Enhancement Provider or applicable Liquidity
Facility Provider at which draws or advances will be paid is required or authorized to be closed
or (iv) a day on which The New York Stock Exchange is closed.

“Cancellation Date” means the date on which the 2008 Certificate Insurance Policy is
cancelled, which date shall be the seventh Business Day following receipt by the Trustee of
written notice from (i) the Bank specifying that the 2008 Certificate Insurance Policy is to be
cancelled in accordance with the terms of the Reimbursement Agreement between the Bank and
the City or (ii) the Authority with the consent of the Bank specifying that the 2008 Certificate
Insurance Policy is to be replaced with a substitute Credit Enhancement.

“Certificate of the Authority” means an instrument in writing signed by the Auditor and
Treasurer of the Authority or by any other officer of the Authority duly authorized by the
Authority for that purpose.
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“Certificate Payment Date” means, with respect to any 2008 Certificate, subject to
Section 2.03(a) hereof, the Certificate Payment Date designated therein, which is the October 1
on which or, in the case of 2008 Certificates subject to mandatory sinking fund prepayment, by
which, the principal component of the final 2008 Payment evidenced and represented thereby
shall become due and payable.

“City” means the City of Modesto, a charter city and municipal corporation, duly
organized and existing under and by virtue of the Constitution and laws of the State.

“Code” means the Internal Revenue Code of 1986, and the regulations issued thereunder,
as the same may be amended from time to time, and any successor provisions of law. Reference
to a particular section of the Code shall be deemed to be a reference to any successor to any such
section.

“Contract” means that certain Master Contract, as supplemented by the 1997
Supplemental Contract, the 2006 Supplemental Contract, and the 2008 Supplemental Contract,
and as otherwise amended or supplemented from time to time.

“Control Event” means that one or more of the circumstances referred to in Section 10.03
hereof has occurred as a result of which all references herein to the 2008 Certificate Insurer and
all provisions herein for the benefit of the 2008 Certificate Insurer are of no effect (other than
rights of the 2008 Certificate Insurer derived through subrogation and assignment).

“Corporate Trust Office” means the corporate trust office of the Trustee in San Francisco,
California, or such other office as may be specified by written notice from the Trustee to the
Authority.

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the City or the Authority and related to the authorization, execution and delivery
of the Contract and the Trust Agreement and the execution, sale and delivery of the 2008
Certificates, including, but not limited to, costs of preparation and reproduction of documents,
costs of rating agencies and costs to provide information required by rating agencies, filing and
recording fees, initial fees and charges of the Trustee and its counsel, legal fees and charges, fees
and disbursements of consultants and professionals, fees and expenses of the underwriter, fees
and charges for preparation, execution and safekeeping of the 2008 Certificates, fees and
expenses of the Liquidity Facility Provider, fees of the Authority and any other cost, charge or
fee in connection with the original execution and delivery of the 2008 Certificates.

“Costs of Issuance Fund” means the fund by that name established pursuant to
Section 4.05 hereof.

“Credit Enhancement” means the 2008 Certificate Insurance Policy issued by the 2008
Certificate Insurer. In case a letter of credit is provided as a Liquidity Facility, such letter of
credit will also be considered a Credit Enhancement and its issuer, a Credit Enhancement
Provider, if such letter of credit is a direct-pay letter of credit that provides for the payment of the
principal of, and interest with respect to, the 2008 Certificates as they become due.
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“Credit Enhancement Provider” means, with respect to a Credit Enhancement, the issuer
or provider thereof.

“Credit Enhancement Provider Failure” means: (i) a failure of a Credit Enhancement
Provider to pay any amount due under its Credit Enhancement; (ii) the filing or commencement
of any bankruptcy or insolvency proceedings by or against a Credit Enhancement Provider,
provided such proceeding has not been dismissed within 60 consecutive days; (iii) the
declaration by a Credit Enhancement Provider of a moratorium on the payment of its unsecured
debt obligations; or (iv) the written repudiation by a Credit Enhancement Provider of its Credit
Enhancement.

“Current Mode” shall have the meaning specified in Section 2.18(a)(i) hereof.

“Daily Mode” means the Mode during which the 2008 Certificates evidence interest at
the Daily Rate.

“Daily Rate” means the per annum interest rate with respect to the 2008 Certificates in
the Daily Mode determined pursuant to Section 2.15(a) hereof.

“Daily Rate Period” means the period during which the 2008 Certificates in the Daily
Mode shall evidence interest at a Daily Rate, which shall be from the Business Day upon which a
Daily Rate is set to but not including the next succeeding Business Day.

“Defaulted Interest” means interest evidenced by any 2008 Certificate that is payable but
not duly paid on the date due.

“Delayed Remarketing Period” shall have the meaning specified in Section 3.10(b)
hereof. |

“Delivery Date” means May 30, 2008.

“DTC” means The Depository Trust Company, New York, New York, and its successors
and assigns.

“Electronic” means telecopy, facsimile transmission, e-mail transmission or other similar
electronic means of communication providing evidence of transmission, including a telephomc
communication confirmed by any other method set forth in this definition.

“Eligible Account” means an account that is either (1) maintained with a federal or state-
chartered depository institution or trust company that has a Standard & Poor’s short-term debt
rating of at least ‘A-2’ (or, if no short-term debt rating, a long-term debt rating of ‘BBB+); or (ii)
maintained with the corporate trust department of a federal depository institution or state-
chartered depository institution subject to regulations regarding fiduciary funds on deposit
similar to Title 12 of the U.S. Code of Federal Regulation Section 9.10(b), which, in either case,
has corporate trust powers and is acting in its fiduciary capacity.

“Expiration Date” means the stated expiration date of a Liquidity Facility, as it may be
extended from time to time as provided in such Liquidity Facility, or any earlier date on which
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such Liquidity Facility shall terminate at the direction of the Authority, expire or be cancelled
(other than the date on which a Liquidity Facility shall terminate as a result of an Automatic
Termination Event or an event of default under the Reimbursement Agreement entered into in
connection with such Liquidity Facility).

“Event of Default” means an event described in Section 8.01 hereof.,

“Favorable Opinion of Special Counsel” means, with respect to any action the occurrence
of which requires such an opinion, an Opinion of Special Counsel, addressed to the Trustee, to
the effect that the action proposed to be taken will not, in and of itself, adversely affect any
exclusion from gross income of interest with respect to the 2008 Certificates.

“Federal Securities” shall have the meaning ascribed thereto in the Contract.

“Fiscal Year” means the period beginning on July 1 of each year and ending on the next
succeeding June 30, or any other annual accounting period hereafter selected and designated by
the Authority as its Fiscal Year.

“Fixed Rate” means the per annum interest rate or interest rates evidenced by the 2008
Certificates in a Fixed Rate Mode determined pursuant to Section 2.16(b) hereof.

“Fixed Rate Certificates” means the 2008 Certificates in a Fixed Rate Mode.

“Fixed Rate Mode” means the Mode during which the 2008 Certificates evidence interest
at a Fixed Rate.

“Fixed Rate Period” means, with respect to 2008 Certificates converted to the Fixed Rate
Mode, the period from the Mode Change Date upon which the 2008 Certificates were converted
to a Fixed Rate Mode to but not including the Maturity Date.

“Fixed Rate Remarketing Agent” means, an investment banking firm or firms selected by
the Authority that has or have entered into a written agreement with the Authority to remarket or
purchase and remarket the 2008 Certificates upon their being converted to a Fixed Rate Mode in
accordance with the terms and provisions set forth herein.

“Flexible Mode” means the Mode during which the 2008 Certificates evidence interest at
Flexible Rates.

“Flexible Rate” means, with respect to the 2008 Certificates in a Flexible Mode, the per
annum interest rate determined for the 2008 Certificate pursuant to Section 2.14 hereof.

“Flexible Rate Certificates” means the 2008 Certificates in a Flexible Mode.

“Flexible Rate Period” means, with respect to the 2008 Certificates in a Flexible Mode,
the period of from 1to 397 calendar days (which Flexible Rate Period must end on a day
preceding a Business Day) during which a Flexible Rate Certificate shall evidence interest at a
Flexible Rate, as established by the Remarketing Agent pursuant to Section 2.14 hereof.
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“Improvement Fund” means the fund by that name established pursuant to Section 2.02
of the Master Contract.

“Independent Certified Public Accountant” means any certified public accountant or firm
of such accountants duly licensed and entitled to practice and practicing as such under the laws
of the State, appointed and paid by the Authority, and who, or each of whom—

(D is in fact independent according to the Statement of Auditing Standards
No. 1 and not under the domination of the Authority;

2) does not have a substantial financial interest, direct or indirect, in the
operations of the Authority; and

3) is not connected with the Authority' as a member, officer or employee of
the Authority, but who may be regularly retained to audit the accounting records of and
make reports thereon to the Authority.

“Information Services” means Financial Information, Inc.’s “Daily Called Bond Service,”
30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor;
FIS/Mergent, Inc., 5250 77 Center Drive, Suite 150, Charlotte, North Carolina 28217, Attn: Call
Notification; Standard & Poor’s Securities Evaluation, Inc., 55 Water Street, 45th Floor, New
York, New York 10041, Attention: Notification Department; Xcitek, 5 Hanover Square, New
York, New York 10004; and, in accordance with then current guidelines of the Securities and
Exchange Commission, such other addresses and/or such other services providing information
with respect to the redemption of bonds or the prepayment of certificates of participation as the
Authority may designate in a Certificate of the Authority filed with the Trustee.

“Initial Liquidity Facility” means the Standby Certificate Purchase Agreement, dated as
of May 1, 2008, between the Authority and the Initial Liquidity Facility Provider.

“Initial Liquidity Facility Provider” means Bank of America, N.A.

“Insurer Indenture Event of Default” means and includes the occurrence of one or more
of the following events: : ‘

(a) any principal or interest evidenced by the 2008 Certificates (including
Liquidity Provider Certificates or Subrogated Certificates) is not paid by the 2008
Certificate Insurer when, as, and in the amounts required to be paid pursuant to the terms
of the 2008 Certificate Insurance Policy; or

(b) (i) any material provision of the 2008 Certificate Insurance Policy relating
to the obligation of the 2008 Certificate Insurer to make payments of principal and
interest thereunder at any time for any reason ceases to be valid and binding on the 2008
Certificate Insurer in accordance with the terms of the 2008 Certificate Insurance Policy
or the New York Department of Insurance, or a court or other governmental authority of
appropriate jurisdiction shall find or rule or shall enter an order, judgment or decree that
the 2008 Certificate Insurance Policy is not valid and binding on the 2008 Certificate
Insurer or (ii) the 2008 Certificate Insurer shall (A) claim in writing that the 2008
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Certificate Insurance Policy is not valid and binding on the 2008 Certificate Insurer, (B)
repudiate the 2008 Certificate Insurer’s obligations under the 2008 Certificate Insurance
Policy or (C) initiate legal proceedings seeking an adjudication that the 2008 Certificate
Insurance Policy, or any material provision thereof regarding the payment of principal or
interest on 2008 Certificates (including Liquidity Provider Certificates) is not valid and
binding on the 2008 Certificate Insurer; or

() a proceeding is instituted in a court having jurisdiction in the premises
seeking an order for relief, rehabilitation, reorganization, conservation, liquidation or
dissolution in respect to the 2008 Certificate Insurer or for any substantial part of its
property under any applicable bankruptcy, insolvency or other similar law now or
hereafter in effect, or for the appointment of a receiver, liquidator, assignee, custodian,
trustee or sequestrator (or other similar official) and such proceeding shall not have been
dismissed within sixty (60) days or such court enters an order granting the relief sought in
such proceeding; or the New York Department of Insurance shall declare a moratorium
on the payment of the 2008 Certificate Insurer’s debts, or the 2008 Certificate Insurer
shall commence a voluntary case under any applicable bankruptcy, insolvency or other
similar law now or hereafter in effect, shall consent to the entry of an order for relief in
an involuntary case under any such law or shall consent to the appointment of or taking
possession by a receiver, liquidator, assignee, trustee, custodian or sequestrator (or other
similar official) of the 2008 Certificate Insurer or for any substantial part of its property,
or shall make a general assignment for the benefit of creditors, or shall fail generally to
pay its debts (provided for purposes of this definition, “debts” shall not include any
obligation of the 2008 Certificate Insurer under any insurance policy or surety bond) as
they become due, or an order for rehabilitation, liquidation or dissolution of the 2008
Certificate Insurer shall be issued. :

“Interest Accrual Period” means the period during which the 2008 Certificates accrue
interest payable on the next Interest Payment Date applicable thereto. Each Interest Accrual
Period shall commence on (and include) the last Interest Payment Date to which interest has
been paid (or, if no interest has been paid, from the date of original authentication and delivery
of the 2008 Certificates) to, but not including, the Interest Payment Date on which interest is to
be paid. If, at the time of authentication of any 2008 Certificate, interest is in default or overdue
with respect to the 2008 Certificates, such 2008 Certificate shall evidence interest from the date
to which interest has previously been paid in full or made available for payment in full with
respect to the 2008 Certificates.

“Interest Payment Date” means each date on which interest is to be paid and is: (i) with
respect to the 2008 Certificates in a Daily Mode or a Weekly Mode, the first Business Day of
each month; (ii) with respect to the 2008 Certificates in a Flexible Mode, each Mandatory
Purchase Date applicable thereto; (iii) with respect to the 2008 Certificates in a Fixed Rate Mode
or a Term Rate Mode, the first day of April or October, which is at least 3 months after the
month in which such Long-Term Mode takes effect, and the first day of each April and October
thereafter or, upon the receipt by the Trustee of a Favorable Opinion of Special Counsel, any
other six-month interval chosen by the Authority (beginning with the first such day which is at
least three months after the Mode Change Date) and, with respect to a Term Rate Mode, the final
day of the current Interest Period if other than a regular six-month interval; (iv) (without
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duplication as to any Interest Payment Date listed above) any Mode Change Date, other than a
change between a Daily Mode and a Weekly Mode, and each Maturity Date; and (v) with respect
to any Liquidity Provider Certificates, the day set forth in the applicable Reimbursement
Agreement.

“Interest Period” means, for the 2008 Certificates in a particular Mode, the period of time
that the 2008 Certificates evidence interest at the rate (per annum) which becomes effective at
the beginning of such period, and shall include, a Daily Rate Period, a Weekly Rate Period, a
Flexible Rate Period, a Term Rate Period, and a Fixed Rate Period. Notwithstanding the
preceding sentence, regardless of Mode, so long as any 2008 Certificate is a Liquidity Provider
Certificate, the Interest Period shall be determined in accordance with the applicable Liquidity
Facility or the applicable Reimbursement Agreement.

“Liquidity Facility” means, as of any time, the Initial Liquidity Facility, the Replacement
Liquidity Facility or an Alternate Liquidity Facility, as applicable, which provides for the
payment of the purchase price of the 2008 Certlﬁcates upon the tender thereof in the event
remarketing proceeds are insufficient therefor.

“Liquidity Facility Account” means an Eligible Account by that name established within
the 2008 Purchase Fund pursuant to Section 3.09(b) hereof and held in the name of the Trustee
for the benefit of the Owners.

“Liquidity Facility Provider” means, with respect to the Replacement Liquidity Facility,
the Bank, and with respect to any Alternate Liquidity Facility for the 2008 Certificates, a bank,
insurance company, pension fund or other financial institution acceptable to the 2008 Certificate
Insurer, including the Bank.

“Liquidity Facility Provider Failure” means: (i) a failure of a Liquidity Facility Provider
to pay a properly presented and conforming draw or request for advance; or (ii) the filing or
commencement of any bankruptcy or insolvency proceedings by or against a Liquidity Facility
Provider, provided such proceeding has not been dismissed within 60 consecutive days; or
(iii) the declaration by a Liquidity Facility Provider of a moratorium on the payment of its
unsecured debt obligations; or (iv) the written repudiation by a Liquidity Facility Provider of its
Liquidity Facility. '

“Liquidity Provider Certificates” means any 2008 Certificates purchased by a Liquidity
Facility Provider with funds drawn on or advanced under the Liquidity Facility provided by such
Liquidity Facility Provider.

“Long-Term Interest Period” means a Term Rate Period or a Fixed Rate Period.
“Long-Term Mode” means a Term Rate Mode or a Fixed Rate Mode.

“Mandatory Purchase Date” means: (i) with respect to a Flexible Rate Certificate, the
first Business Day following the last day of each Flexible Rate Period with respect to such
Flexible Rate Certificate; (ii) for the 2008 Certificates in a Term Rate Mode, the first Business
Day following the last day of each Term Rate Period for such 2008 Certificates; (iii) any Mode
Change Date; (iv) any Substitution Date; (v) the fifth Business Day prior to an Expiration Date;
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(vi) the date specified by the Trustee following the occurrence of an event of default with respect
to the Liquidity Facility or under the related Reimbursement Agreement which requires or gives
the Liquidity Facility Provider the option to terminate the Liquidity Facility upon notice and
requires that all Outstanding 2008 Certificates secured by such Liquidity Facility be tendered for
purchase, which date shall be a Business Day not less than 7 days after the Trustee’s receipt of
notice of such event of default from the applicable Liquidity Facility Provider and in no event
later than the Business Day preceding the termination date specified in the notice of event of
default delivered to the Trustee by such Liquidity Facility Provider; (vii) for the 2008
Certificates in a Daily Mode or a Weekly Mode, any Business Day specified by the Authority in
a notice delivered to the Trustee and consented to by the Liquidity Facility Provider, which
Mandatory Purchase Date shall be not less than twenty (20) days after the Trustee’s receipt of
such notice from the Authority, and (viii) the Business Day prior to the Cancellation Date.

“Master Contract” means that certain Master Installment Purchase Contract, executed and
entered into as a November 1, 1997, by and between the City and the Authority, as the same may
be amended or supplemented from time to time.

“Maturity Date” means, with respect to the 2008 Certificates, the maturity date specified
for the 2008 Certificates in Section 2.02 hereof or, if Serial Certificates or more than one Term
Certificates are established for the 2008 Certificates pursuant to Section 2.18(d) hereof upon a
change of the 2008 Certificates to a Fixed Rate Mode, the maturity dates established for such
Serial Certificates or Term Certificates.

“Maximum Rate” or “Maximum Interest Rate” means, with respect to all 2008
Certificates other than Liquidity Provider Certificates, a rate of interest of 12% per annum, and
with respect to Liquidity Provider Certificates, such rate not greater than 18% as is provided for
in the applicable Liquidity Facility; provided, however, that such rate shall not in any event
exceed the highest rate then permitted by law.

“Mode” means, as the context may require, the Daily Mode, the Weekly Mode, the
Flexible Mode, the Term Rate Mode, or the Fixed Rate Mode.

“Mode Change Date” means with respect to the 2008 Certificates in a particular Mode,
the day on which another Mode for the 2008 Certificates begins.

“Mode Change Notice” means the notice from the Authority to the other Notice Parties of
the intention of the Authority to change the Mode with respect to the 2008 Certificates.

“Moody’s” means Moody’s Investors Service Inc., a corporation duly organized and
existing under and by virtue of the laws of the State of Delaware, and its successors or assigns,
except that if such corporation shall be dissolved or liquidated or shall no longer perform the
services of a municipal securities rating agency, then “Moody’s” shall be deemed to refer to any
other nationally recognized municipal securities rating agency selected by the Authority.

“New Mode” shall have the meaning specified in Section 2.18(a)(i) hereof.
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“1997 Certificates” means the $25,585,000 Refunding Revenue Certificates of
Participation (1997 Water Utility System Refinancing Project), evidencing and representing and
proportionate interests of the owners thereof in the 1997 Payments to be made by the City.

“1997 Supplemental Contract” means the 1997 Supplemental Installment Purchase
Contract, executed and entered into as of November 1, 1997, by and between the City and the
Authority, supplementing the Master Contract.

“1997 Payments” means the installment payments required to be made by the City to the
Authority under and pursuant to the 1997 Supplemental Contract.

“1997 Trust Agreement” means that certain Trust Agreement, dated as of November 1,
1997, by and between the Authority and State Street Bank and Trust Company, N.A., which has
been succeeded by The Bank of New York Trust Company, N.A., as trustee, pursuant to which
there was executed and delivered the 1997 Certificates.

“Notice Parties” means the Authority, the City, the Trustee, the Credit Enhancement
Provider, if any, the Liquidity Facility Provider, if any, the Remarketing Agent, if any, and the
Fixed Rate Remarketing Agent, if any.

“Opinion of Counsel” means a written opinion of counsel of recognized standing in the
field of law being addressed in such opinion retained the Authority. '

“Outstanding,” when used as of any particular time with reference to 2008 Certificates,
means (subject to the provisions of Section 7.02 hereof) all 2008 Certificates except

§)) 2008 Certificates theretofore cancelled by the Trustee or surrendered to
the Trustee for cancellation;

2) 2008 Certificates paid or deemed to have been paid within the meaning of
Section 9.01 hereof;, and

3) 2008 Certificates in lieu of or in substitution for which other 2008
Certificates shall have been executed and delivered by the Trustee pursuant hereto.

“Owner” means any person who shall be the registered owner of any Outstanding 2008
~ Certificate.

“Parity Reserve Fund” means the fund by that name continued pursuant to Section 4.04
hereof. ’

“Parity Reserve Fund Obligation” means the 1997 Certificates, the 2008 Certificates and
any other obligations hereafter issued in connection with a Supplemental Contract.

“Payment Agreement Payments” has the meaning given such term in the Master
Contract. ‘

“Payment Agreement Receipts” has the meaning given such term in the Master Contract.
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“Permitted Investments” means any of the following obligations if and to the extent then
permitted by law:

(1) Federal Securities;

(2) Obligations issued by the Resolution Funding Corporation and the Student
Loan Marketing Association, or obligations, participations, or other instruments of or
issued by, or fully guaranteed as to interest and principal by, the Government National
Mortgage Association (excluding stripped mortgage backed securities which are valued
at greater than par on the unpaid principal);

3) Bills of exchange or time drafts drawn on and accepted by a commercial
bank (including the Trustee or any of its affiliates), otherwise known as bankers
acceptances, which are eligible for purchase by the Federal Reserve System and which
are drawn on any bank the short-term obligations of which are rated in the highest letter
and numerical rating category as provided by Moody’s and by S&P; provided, that
purchases of eligible bankers acceptances may not exceed 270 days’ maturity;

) Commercial paper of “prime” quality of the highest ranking or of the
highest letter and numerical rating category as provided by Moody’s and by S&P, which
commercial paper is limited to issuing corporations that are organized and operating
within the United States of America and that have total assets in excess of $500,000,000
and that have an “Al” or higher rating for the issuer’s unsecured debentures, other than
commercial paper, as provided by Moody’s and by S&P; provided, that purchases of
eligible commercial paper may not exceed 180 days’ maturity nor represent more than
10% of the outstanding commercial paper of an issuing corporation;

(5)  Non-negotiable certificates of deposit issued by a state or national bank
(including the Trustee or any of its affiliates) that have maturities of not more than 365
days or deposit accounts with a state or national bank and that are fully insured by the
Federal Deposit Insurance Corporation or the short term obligations of which state or
national bank are rated no lower that “Al” by Moody’s and “A+” by S&P;

(6) Any repurchase agreement of any securities enumerated in subdivisions
(1) and (2) with any state or national bank (including the Trustee or any of its affiliates)
or government bond dealer reporting to, trading with, and recognized as a primary dealer
by the Federal Reserve Bank of New York, which agreement is either (A) with any
institution which has debt rated no lower than “Al” by Moody’s and “A+” by S&P or
whose commercial paper is rated no lower than “P-1” by Moody’s and no lower than
“A-1” by S&P; (B) with any corporation or other entity that falls under the jurisdiction of
the Federal Bankruptcy Code; provided, that (a) the term of such repurchase agreement is
less than one (1) year or due on demand; (b) the Trustee or a third party acting solely as
agent for the Trustee has possession of the collateral; (c)the market value of the
collateral (as determined at least once in every 14 days) exceeds the principal amount of
the repurchase agreement plus accrued interest and the market value of the collateral is
maintained at levels acceptable to Moody’s and to S&P; (d) failure to maintain the
requisite collateral levels will require the Trustee to liquidate the collateral immediately;
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and (e) the repurchase agreement securities are free and clear of any third-party lien or
claim; or (C) with financial institutions insured by the Federal Deposit Insurance
Corporation or any broker-dealer with “retail customers” which falls under the
jurisdiction of the Securities Investors Protection Corporation; provided, that: (a) the
market value of the collateral (as determined at least once in every 14 days) exceeds the
principal amount of the repurchase agreement plus accrued interest and the market value
of the collateral is maintained at levels acceptable to Moody’s and to S&P; (b) the
Trustee or a third party acting solely as agent for the Trustee has possession of the
collateral; (c) the Trustee has a perfected first priority security interest in the collateral;
(d) the collateral is free and clear of third-party liens and in the case of a Securities
Investors Protection Corporation broker was not acquired pursuant to a repurchase
agreement or reverse repurchase agreement; and (e) failure to maintain the requisite
collateral percentage will require the Trustee to liquidate the collateral immediately;

@) Certificates, notes, warrants, bonds or other evidence of indebtedness of
the State or any local agencies therein which are rated in the highest short-term rating
category or within one of the three highest long-term rating categories by Moody’s and
by S&P (excluding securities that do not have a fixed par value and/or whose terms do
not promise a fixed dollar amount at maturity or call date);

®) For amounts less than $100,000, interest-bearing demand or time deposits
(including certificates of deposit) in a nationally or state-chartered bank fully insured by
the Federal Deposit Insurance Corporation, including the Trustee or any affiliate thereof,
and of which an aggregate total of $100,000 is not exceeded in any one financial
institution;

9 Investments in units of a money-market fund portfolio that is rated in the
highest letter and numerical rating category by Moody’s and by S&P (including funds for
which the Trustee, its affiliates or subsidiaries provide investment advisory or other
management services) and that is composed of obligations guaranteed by the full faith
and credit of the United States of America or repurchase agreements collateralized by
such obligations;

(10) A guaranteed investment contract with a financial institution or insurance
company (or guaranteed by a financial institution or insurance company) which has at the
date of execution thereof an outstanding issue of unsecured, uninsured and unguaranteed
debt obligations or a claims paying ability rated within the two highest rating categories
of any Rating Agency; ‘

(11)  Other investments approved in writing by the 2008 Certificate Insurer (or,
if a Control Event has occurred, the Bank); and

(12) The Local Agency Investment Fund, the California Asset Management
Program, or similar pooled fund operated by or on behalf of the State and which is
authorized to accept investments by or on behalf of the Authority of the moneys held by
the Trustee in any of the accounts or funds established pursuant hereto to the extent
deposits and withdrawals may be made by the Trustee directly.
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“Person” shall mean an individual, a corporation, an association, a joint venture, a
partnership, a trust, an unincorporated organization or any other entity or organization, including
a government or political subdivision or an agency or instrumentality thereof.

“Prepayment Date” means the date fixed for prepayment of any 2008 Certificate in any
notice of prepayment given in accordance with the terms hereof.

“Purchase Date” means (i) for a 2008 Certificate in the Daily Mode or the Weekly Mode,
any Business Day selected by the Beneficial Owner of said 2008 Certificate pursuant to the
provisions of Section 3.01 hereof, and (ii) any Mandatory Purchase Date.

“Purchase Price” means an amount equal to the principal amount of the 2008 Certificates
purchased on any Purchase Date, plus accrued interest to such Purchase Date (unless such
Purchase Date is also an Interest Payment Date, in which case the Purchase Price shall not
include accrued interest, which shall be paid in the normal course). ‘

“Rate Determination Date” means any date on which the interest rate with respect to the
2008 Certificates shall be determined, which: (i) in the case of a Flexible Mode, shall be the first
day of an Interest Period; (ii)in the case of a Daily Mode, shall be each Business Day
commencing with the first day (which must be a Business Day) the 2008 Certificates become
subject to the Daily Mode; (iii) in the case of the initial conversion to a Weekly Mode, shall be
no later than the Business Day prior to the Mode Change Date for the 2008 Certificates, and
thereafter, shall be each Wednesday or, if Wednesday is not a Business Day, then the Business
Day next succeeding such Wednesday; (iv) in the case of a Term Rate Mode, shall be a Business
Day no earlier than 15 Business Days and no later than the Business Day next preceding the first
day of an Interest Period for the 2008 Certificates, as determined by the Remarketing Agent; and
(v) in the case of a Fixed Rate Mode, shall be a date determined by the Remarketing Agent
which shall be at least one Business Day prior to the Mode Change Date. '

“Rating Agencies” means Moody’s and S&P, and their respective successors or assigns,
or any other nationally recognized securities rating agency or agencies rating the 2008
Certificates at the request of the City.

“Rating Confirmation Notice” shall mean a written notice from the Rating Agencies then
rating the 2008 Certificates, confirming that the rating on the 2008 Certificates (without giving
effect to any Liquidity Facility) will not be lowered or withdrawn (other than a withdrawal of a
short-term rating upon a change to a Fixed Rate Mode) as a result of the action proposed to be
taken.

“Record Date” means: (i) with respect to the 2008 Certificates in a Short-Term Mode, the
last Business Day before each Interest Payment Date; and (ii) with respect to the 2008
Certificates in a Long-Term Mode, the 15th day (whether or not a Business Day) of the month
next preceding each Interest Payment Date. '

“Reimbursement Agreement” means any reimbursement agreement, credit agreement,
line of credit agreement, standby purchase agreement or other agreement, between a Credit
Enhancement Provider or a Liquidity Facility Provider, as applicable, and the Authority and/or
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the City, as the same may be amended from time to time pursuant to its terms, including the
Reimbursement Agreement, dated as of July 1, 2011, by and between the City and the Bank.

“Remarketing Agent” means each Person selected by the Authority to act as remarketing
agent for the 2008 Certificates pursuant to Section 3.12 hereof and approved by the 2008
Certificate Insurer (or, if a Control Event has occurred, the Bank).

“Remarketing Agreement” means an agreement approved by the 2008 Certificate Insurer,
providing for the remarketing of the 2008 Certificates tendered for purchase, as the same may be
amended from time to time pursuant to its terms.

“Remarketing Proceeds Account” means an Eligible Account by that name established
within the 2008 Purchase Fund pursuant to Section 3.09(a) hereof and held in the name of the
Trustee for the benefit of the Owners.

“Replacement Liquidity Facility” means the irrevocable, direct-pay letter of credit issued
by the Bank with respect to the 2008 Certificates on the Substitution Date.

“Required Stated Amount” means, (i) in the case of each Liquidity Facility, at any time
of calculation with respect to the 2008 Certificates, an amount equal to the aggregate principal
amount of the 2008 Certificates then Outstanding together with interest accruing thereon
(assuming an annual rate of interest equal to the Maximum Rate) for the minimum period
specified by the Rating Agencies then rating the 2008 Certificates, as necessary to maintain the
short-term rating of the 2008 Certificates, or (ii) in the case of each Credit Enhancement (other
than a Credit Enhancement in the form of an insurance policy), at any time of calculation with
respect to the 2008 Certificates, an amount equal to the aggregate principal amount of the 2008
Certificates then Outstanding together with interest accruing thereon (assuming an annual rate of
interest equal to the Maximum Rate) for the minimum period specified by the Rating Agencies
then rating the 2008 Certificates, as necessary to maintain the short-term rating (or, if no short
term rating is then in effect, the rating) of the 2008 Certificates.

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

“Reserve Funding Instruments” shall have the meaning given to such term in
Section 4.04 hereof, including the 2008 Parity Reserve Fund Insurance Policy.

“Reserve Fund Requirement” shall have the meaning ascribed thereto in the Contract.

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw Hill
Company, and its successors or assigns, except that if such entity shall be dissolved or liquidated
or shall no longer perform the services of a municipal securities rating agency, then “S&P” shall
be deemed to refer to any other nationally recognized municipal securities rating agency selected
by the Authority. '

“Securities Depositories” means: The Depository Trust Company, 55 Water Street, 50™
Floor, New York, New York 10041-0099, Attention: Call Notification Department, Fax:
(212) 855-7232; or, in accordance with then-current guidelines of the Securities and Exchange
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Commission, such other securities depositaries as the Authority may designal[e in a Certificate of
the Authority to the Trustee.

“Serial Certificate” means any 2008 Certificate not subject to mandatory prepayment
from Sinking Fund Payments.

“Short-Term Mode” means the Daily Mode, the Weekly Mode or the Flexible Mode.

“Sinking Fund Payments” means the payments required under Section 2.03(a) hereof to
be deposited in the 2008 Sinking Fund Subaccount under Section 4.03(b) hereof.

“Special Counsel” means any firm of nationally recognized municipal bond attorneys
selected by the Authority and experienced in the issuance of municipal bonds and matters
relating to the exclusion of the interest thereon from gross income for federal income tax

purposcs.

“State” means the State of California.

“Subrogated Certificate” means any Certificate of Participation with respect to which,
pursuant to Section 10.05 of the Trust Agreement, the Bank or other credit enhancement
provider, to the extent it has paid the principal of such Certificate of Participation from a drawing
under the Replacement Liquidity Facility or other credit enhancement, has become subrogated
to, and the assignee of, the rights to receive payment of such principal from the City pursuant to
the Trust Agreement and has become the Owner of such Certificate of Participation.

“Substitution Date” means the date on which an Alternate Liquidity Facility is substituted
for the Liquidity Facility then in effect.

“Supplemental Contract” shall have the meaning given such term in the Contract.

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

“Tax Certificate” means, collectively, the Tax Certificate concerning certain matters
pertaining to the use and investment of proceeds of the 2008 Certificates, executed and delivered
by the City on the date of delivery of the 2008 Certificates, including any and all exhibits
attached thereto.

“Tender Notice Deadline” means: (i) during the Daily Mode, 11:00 a.m. New York City
time on any Business Day; and (ii) during the Weekly Mode, 5:00 p.m. New York City time on
the Business Day 7 days prior to the applicable Purchase Date.

“Tender Notice” means a notice delivered by Electronic means or in writing that states:
(i) the principal amount of the 2008 Certificates to be purchased pursuant to Section 3.01 hereof;
(ii) the Purchase Date on which such 2008 Certificates are to be purchased; (iii) applicable
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payment instructions with respect to such 2008 Certificates being tendered for purchase; and
(iv) an irrevocable demand for such purchase.

“Term Certificates” means the 2008 Certificates subject to mandatory prepayment from
Sinking Fund Payments. '

“Term Rate” means the per annum interest rate for the 2008 Certificates in the Term Rate
Mode determined pursuant to Section 2.16(a) hereof.

“Term Rate Mode” means the Mode during which the 2008 Certificates evidence interest
at a Term Rate. '

“Term Rate Period” means the period from (and including) the Mode Change Date or the
date of initial conversion of the 2008 Certificates to a Term Rate Mode, as applicable, to (but
excluding) the last day of the first period that 2008 Certificates shall be in the Term Rate Mode
~ as established by the Authority pursuant to Section 2.16(a) hereof and, thereafter, the period
from (and including) the beginning date of each successive Interest Rate Period selected for the
2008 Certificates by the Authority pursuant to Section 2.16(a) hereof while the 2008 Certificates
are in the Term Rate Mode to (but excluding) the commencement date of the next succeeding
Interest Period, including another Term Rate Period. Except as otherwise provided in this Trust
Agreement, an Interest Period for the 2008 Certificates in the Term Rate Mode must be at least
180 days in length.

“Trust Agreement” means this Trust Agreement, dated as of May 1, 2008, between the
Authority and the Trustee, as originally executed and as it may from time to time be amended or
supplemented by all Supplemental Trust Agreements executed pursuant to the provisions hereof.

“Trustee” means The Bank of New York Mellon Trust Company, N.A., or any other
association or corporation which may at any time be substituted in its place as provided in
Section 6.01 hereof.

“2006 Certificates” means the Water Revenue Certificates of Participation 2006 Series A.

“2006 Supplerriental Contract” means the 2006 Supplemental Installment Purchase
Contract, dated as of November 1, 2006, by and between the City and the Authority, and
consented to by the Trustee and Financial Guaranty Insurance Company.

“2006 Trust Agreement” means that certain Trust Agreement, dated as of November 1,
2006, by and between the Authority and the Trustee, delivered in connection with the 2006
Certificates.

“2008 Certificate Insurance Policy” means the financial guaranty insurance policy issued
by the 2008 Certificate Insurer guaranteeing the scheduled payment of principal of and interest
evidenced and represented by the 2008 Certificates. '

“2008 Certificate Insurer” means Assured Guaranty Corp., its successors and assigns.
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“2008 Certificates” means all of the Water Refunding Revenue Certificates of
Participation, 2008 Series A, evidencing and representing proportionate interests of the owners
thereof in the 2008 Payments to be made by the City, and executed and delivered in accordance
with Article II hereof. '

“2008 Debt Service Fund” means the fund by that name established pursuant to
Section 4.02 hereof.

“2008 Interest Account” means the account by that name established within the 2008
Debt Service Fund pursuant to Section 4.03(a) hereof.

“2008 Interest Rate Swap Agreement” has the meaning given such term in the 2008 |
Supplemental Contract.

“2008 Parity Reserve Fund Insurance Pblicy” means the reserve fund financial guaranty
insurance policy issued by the 2008 Certificate Insurer and deposited in the Parity Reserve Fund
pursuant to Section 2.12 hereof.

“2008 Payments” means the installment payments of interest, principal, and prepayment
premium, if any, payable by the City under and pursuant to the 2008 Supplemental Contract.

“2008 Prepayment Subaccount” means the subaccount by that name established within
the 2008 Principal Account of the 2008 Debt Service Fund pursuant to Section 4.03(b) hereof.

“2008 Principal Account” means the account by that name established within the 2008
Debt Service Fund pursuant to Section 4.03(b) hereof.

“2008 Project” means the refinancing of improvements to the Water Utility System
described in Exhibit A to the 2008 Supplemental Contract.

“2008 Purchase Fund” means the fund by that name established pursuant to Section 3.09
hereof.

“2008 Liquidity Facility Payment Account” means the account by that name established
pursuant to Section 4.08 hereof.

“2008 Sinking Fund Subaccount” means the subaccount by that name within the 2008
Principal Account of the 2008 Debt Service Fund established pursuant to Section 4.03(b) hereof.

“2008 Supplemental Contract” means that certain 2008 Supplemental Installment
Purchase Contract, dated as of May 1, 2008, by and between the City and the Authority,
supplementing the Master Contract.

“Weekly Mode” means the Mode during which the 2008 Certificates evidence interest at
the Weekly Rate.

“Weekly Rate” means the per annum interest rate with respect to the 2008 Certificates in
the Weekly Mode determined pursuant to Section 2.15(b) hereof.
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“Weekly Rate Period” means the period during which the 2008 Certificates evidence
interest at a Weekly Rate, which shall be the period commencing on Thursday of each week to
and including Wednesday of the following week, except the first Weekly Rate Period which
shall be from the Mode Change Date for the 2008 Certificates to and including the Wednesday of
the following week and the last Weekly Rate Period which shall be from and including the
Thursday of the week prior to the Mode Change Date to and including the day next preceding the
Mode Change Date.

“Written Request of the Authority” means an instrument in writing signed by the Auditor
and Treasurer of the Authority or by any other officer of the Authority duly authorized by the
Authority for that purpose.

Section 1.02. Equal Security. In consideration of the acceptance of the 2008 Certificates
by the Owners thereof, this Trust Agreement shall be deemed to be and shall constitute a contract
between the Authority and the Owners from time to time of all 2008 Certificates authorized,
executed, and delivered hereunder and then Outstanding to secure the full and final payment of
the interest, principal, and prepayment premiums, if any, evidenced and represented by the 2008
Certificates which may from time to time be authorized, executed, issued and delivered
hereunder, subject to the agreements, conditions, covenants and provisions contained herein; and
all agreements and covenants set forth herein to be performed by or on behalf of the Trustee shall
be for the equal and proportionate benefit, protection and security of all Owners without
distinction, preference or priority as to security or otherwise of any 2008 Certificates over -any
other 2008 Certificates by reason of the number or date thereof or the time of authorization, sale,
execution, or delivery thereof or for any cause whatsoever, except as expressly provided herein
or therein.

Section 1.03. New York City Time. All references herein to a particular time of day
shall be New York City time unless the context clearly otherwise requires.

ARTICLE II

THE 2008 CERTIFICATES

Section 2.01. Conditions and Terms of 2008 Certificates. The Trustee is hereby
authorized and directed to execute and deliver the 2008 Certificates in the aggregate principal
amount of $47,625,000, aggregating the principal installments of the 2008 Payments, and each
evidencing and representing a proportionate interest in the 2008 Payments.

Section 2.02. Tcrms of the 2008 Certificates.

(@) The 2008 Certificates shall be issued as fully registered securities certificates
without coupons in Authorized Denominations. The 2008 Certificates shall be registered
initially in the name of “Cede & Co.,” as nominee of DTC, the initial Securities Depository, and
shall be evidenced by one certificate in the total aggregate principal amount of the 2008
Certificates. Registered ownership of the 2008 Certificates, or any portion thereof, may not
thereafter be transferred except as set forth in Section 2.06 hereof.

(b) The 2008 Certificates shall be dated the Delivery Date.
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(©) Except as otherwise provided in the Liquidity Facility or the Reimbursement
Agreement, or, in the case of 2008 Certificates being converted to a Fixed Rate, except as
otherwise provided in Section 2.18(d) hereof, the 2008 Certificates shall mature on
October 1, 2036. '

(d) The 2008 Certificates shall be subject to prepayment as provided in Section 2.03
hereof and optional and mandatory tender for purchase as provided in Article III.

(e) The Trustee shall identify all payments (whether made by check or by wire
transfer) of interest, principal, Purchase Price and Prepayment Price by CUSIP number of the
2008 Certificates.

® During each Interest Period for each Mode, the interest rate or rates with respect
to the 2008 Certificates shall be determined in accordance with this Article II and shall be
payable on the applicable Interest Payment Date for such Interest Period; provided that the
interest rate or rates shall not exceed the Maximum Rate. All 2008 Certificates shall evidence
interest in the same Mode, but need not evidence interest at the same rate at any one time.
Interest with respect to the 2008 Certificates accruing at the Daily Rate, Weekly Rate or Flexible
Rate shall be computed upon the basis of a 365- or 366-day year, as applicable, for the actual
number of days elapsed. Interest with respect to the 2008 Certificates accruing at a Fixed Rate or
a Term Rate shall be computed upon the basis of a 360-day year, consisting of twelve 30-day
months. Each 2008 Certificate shall evidence interest on overdue principal and, to the extent
permitted by law, on overdue interest at the rate evidenced by such 2008 Certificate on the date
on which such principal became due and payable. Notwithstanding the foregoing, the interest
rate and payment terms of Liquidity Provider Certificates shall be governed by the provisions of
the Liquidity Facility or related Reimbursement Agreement, as applicable.

(g) Interest evidenced by each 2008 Certificate shall accrue from and including the
Interest Accrual Date immediately preceding the date of authentication thereof, or, if such date of
authentication shall be an Interest Accrual Date, from such Interest Accrual Date or if such date
of authentication shall be prior to the second Interest Accrual Date, from the Delivery Date;
provided, however, that if interest evidenced by the 2008 Certificates shall be in default, interest
on the 2008 Certificates issued in exchange for 2008 Certificates surrendered for registration of
transfer or exchange shall accrue from the date to which interest has been paid in full with
respect to the 2008 Certificates or, if no interest has been paid with respect to the 2008
Certificates, from the Delivery Date.

(h) Payment of interest evidenced by the 2008 Certificates shall be made to the
person appearing on the registration books of the Trustee as the Owner thereof as of the close of
business on the applicable Record Date, such interest to be payable on each Interest Payment
Date by the Trustee (i) by check mailed on such Interest Payment Date to such Owner’s address
as it appears on the registration books of the Trustee at the close of business on the Record Date
or (ii) by wire transfer to any Owner of at least $1,000,000 aggregate principal amount of 2008
Certificates or the Liquidity Facility Provider (in the case of Liquidity Provider Certificates)
according to the written instructions provided by such Owner or the Liquidity Provider, as the
case may be, on or prior to the applicable Record Date to the Trustee, which written instructions
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shall remain in effect until revised by such Owner or Liquidity Facility Provider, as the case may
be, by an instrument in writing delivered to the Trustee.

6] If for any reason, the Liquidity Provider Certificates remain in book-entry and are
not assigned a separate CUSIP number, the Trustee shall pay the principal of, prepayment
premium, if any, and interest with respect to the 2008 Certificates (including the Liquidity
Provider Certificates) in accordance with the letter of representations with DTC computed at the
Basic Certificate Rate; and the Authority shall pay to the Trustee for payment to the Liquidity
Facility provider outside the book-entry system the remainder of (i) the interest then due with
respect to Liquidity Provider Certificates computed at the applicable interest rate minus (ii) the
interest that would then be due with respect to Liquidity Provider Certificates if such interest
were computed at the Basic Certificate Rate.

()  The principal evidenced and represented by the 2008 Certificates other than
Liquidity Provider Certificates shall be payable in lawful money of the United States of America
upon the surrender thereof on the respective 2008 Certificate Payment Date or on prepayment
prior thereto at the Corporate Trust Office of the Trustee. The principal evidenced and
represented by Liquidity Provider Certificates shall be payable in lawful money of the United
States of America by wire transfer to the Liquidity Facility Provider according to the written
instructions provided by the Liquidity Provider on or prior to the applicable 2008 Certificate
Payment Date to the Trustee, which written instructions shall remain in effect until revised by the
Liquidity Facility Provider by an instrument in writing delivered to the Trustee.

(k)  The first Mode for the 2008 Certificates shall be the Weekly Mode. The first
Weekly Rate Period for the 2008 Certificates shall be the period commencing on and including
the Delivery Date and ending on and including June 4, 2008. The First Interest Payment Date is
June 2, 2008. The Mode for the 2008 Certificates may be changed in accordance with this
Article II.

)] In the absence of manifest error, the determination of any Daily Rate, Weekly
Rate, Flexible Rate, Term Rate and Fixed Rate by the Remarketing Agent, the determination of
each Flexible Rate Period for any 2008 Certificate in a Flexible Mode by the Remarketing Agent
and the determination of the length of each Term Rate Period by the Authority shall be
conclusive and binding upon the Authority, the other Notice Parties and each Owner.

(m) In the absence of manifest error, the record of interest rates maintained by the
Trustee shall be conclusive and binding upon the Authority, the other Notice Parties and each
Owner.

Section 2.03. Prepayment of Certificates.

(2) Mandatory Sinking Fund Prepayment. Except in the event of serialization of the
2008 Certificates in accordance with Section 2.18(d) hereof, the 2008 Certificates are subject to
mandatory prepayment from Sinking Fund Payments prior to their Maturity Date, in part by lot,
on October 1 of each year on and after October 1, 2008, in accordance with the schedule set forth
below upon notice as hereinafter provided, from and in the amount of the principal installment of
the 2008 Payments due and payable on such dates, at a prepayment price equal to the sum of the

22

SF1 1673729



principal amount evidenced and represented thereby plus accrued and unpaid interest evidenced
and represented thereby to the Prepayment Date, without a prepayment premium.

Certificates Sinking Fund Payments

Mandatory Sinking ‘Mandatory Sinking
Fund Payment Date Sinking Fund Fund Payment Date Sinking Fund
(October 1) Payment (October 1) Payment

2008 $290,000 2023 $2,300,000
2009 285,000 2024 2,410,000
2010 285,000 2025 2,515,000
2011 285,000 2026 2,595,000
2012 310,000 2027 2,705,000
2013 310,000 2028 2,810,000
2014 340,000 2029 2,945,000
2015 340,000 2030 3,055,000
2016 365,000 2031 3,185,000
2017 365,000 2032 3,295,000
2018 - 395,000 2033 3,430,000
2019 395,000 2034 3,570,000
2020 395,000 2035 3,705,000
2021 425,000 2036 3,870,000
2022 450,000

Notwithstanding the foregoing, no 2008 Certificate (other than a Liquidity Provider
Certificate) shall be optionally prepaid while any Liquidity Provider Certificate is Outstanding
unless all Outstanding Liquidity Provider Certificates are prepaid or purchased by the Trustee
and cancelled concurrently with such prepayment or purchase.

If for any reason, the Liquidity Provider Certificates remain in book-entry but have not
been assigned a separate CUSIP number, the Trustee shall apply the amounts in the 2008 Sinking
Fund Subaccount set aside for prepayment to the purchase from the Liquidity Facility provider of
Liquidity Provider Certificates in an aggregate principal amount not in excess of the principal
amount intended to be prepaid at a purchase price equal to the prepayment price specified above.
- The Liquidity Provider Certificates so purchased shall be cancelled by the Trustee, and the
principal amount thereof shall be credited against the principal amount of the 2008 Certificates
otherwise required to be prepaid.

Notwithstanding the foregoing, if any such 2008 Certificates have been optionally
prepaid pursuant to Section 2.03(c) hereof, the amounts of such Sinking Fund Payments shall be
reduced as directed by the Authority, or if not so directed, proportionately in increments of
Authorized Denominations by the principal amount evidenced and represented by all such 2008
Certificates so optionally prepaid.

All such Sinking Fund Payments shall be deposited in the 2008 Sinking Fund Subaccount
of the 2008 Principal Account established pursuant to Section 4.03 herecof. On each Sinking
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Fund Payment date, the Trustee shall apply the Sinking Fund Payment required on such date to
the mandatory prepayment or payment of Term Certificates, upon the notice and in the manner
provided in this Section 2.03(a) hereof; provided that, at any time prior to giving notice of such
prepayment, the Trustee may apply moneys in the 2008 Sinking Fund Subaccount to the
purchase of Term Certificates at public or private sale, as and when and at such prices (including .
brokerage and other charges) as directed in writing by the Authority, except that the purchase
price shall not exceed the prepayment price that would be payable for Term Certificates upon
prepayment by application of such Sinking Fund Payment. If, during the 12-month period
immediately preceding said Sinking Fund Payment date, the Trustee has purchased Term
Certificates with moneys in the 2008 Sinking Fund Subaccount, or, during said period and prior
to giving said notice of prepayment, the City or the Authority has deposited Term Certificates
with the Trustee (together with a request of the Authority or the City to apply such 2008
Certificates so deposited to the Sinking Fund Payment due on said Sinking Fund Payment date),
or Term Certificates were at any time purchased or prepaid by the Trustee from the 2006
Prepayment Account and allocable to said Sinking Fund Payment, such 2008 Certificates so
purchased, deposited, or prepaid shall be applied, to the extent of the full principal amount
evidenced and represented thereby, to reduce said Sinking Fund Payment.

(b)  Mandatory Prepayment of Liquidity Provider Certificates. Any Liquidity
Provider Certificates from time to time Outstanding shall be subject to mandatory prepayment in
the amounts and at the times and at the prepayment prices specified therefor in the Liquidity
Facility with the Liquidity Facility Provider applicable thereto.

(©) Optional Prepayment.

(i) Each 2008 Certificate in a Daily Mode or a Weekly Mode shall be subject
to prepayment at the option of the Authority, in whole or in part, in Authorized
Denominations on any Business Day, at a prepayment price equal to 100% of the
principal amount thereof, plus, accrued interest, if any, to the Prepayment Date, without
premium.

(il)  Flexible Rate Certificates are not subject to optional prepayment prior to
their respective Mandatory Purchase Dates. Flexible Rate Certificates shall be subject to
prepayment at the option of the Authority in whole or in part on their respective
Mandatory Purchase Dates at a prepayment price equal to 100% of the principal amount
thereof, without premium.

(iii)  Each 2008 Certificate in a Term Rate Mode shall be subject to prepayment
at the option of the Authority, in whole or in part, on each Mandatory Purchase Date
applicable to the 2008 Certificates in a Term Rate Mode, at a prepayment price equal to
100% of the principal amount thereof, without premium.

(iv)  Each Certificate in a Term Rate Mode or a Fixed Rate Mode is subject to
prepayment in whole or in part on any date (and if in part, in such order of maturity as the
Authority shall specify and within a maturity by lot or by such other method as the
Trustee determines to be fair and reasonable and in Authorized Denominations)
commencing on the Interest Payment Date next following the tenth anniversary of the
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change to a Term Rate Mode or a Fixed Mode at a prepayment price equal to 100% of the
principal amount of 2008 Certificates being prepaid, together with accrued interest, if
any, to the Prepayment Date, without premium. If the length of the Term Rate Period or
the Fixed Rate Period for the 2008 Certificates is less than ten (10) years, then the 2008
Certificates shall not be subject to optional prepayment during the Term Rate Period or
Fixed Rate Period, as applicable.

(v)  In connection with a change to a Term Rate Mode or a Fixed Rate Mode
for the 2008 Certificates, the Authority may waive or otherwise alter its rights to direct
the prepayment of the 2008 Certificates set forth in (c)(iv) above; provided that notice
describing such waiver or alteration shall be submitted to the Trustee and the
Remarketing Agent, or Fixed Rate Remarketing Agent, as applicable, together with a
Favorable Opinion of Special Counsel.

(d Reserved.

(e) Selection of 2008 Certificates. If less than all of the Outstanding 2008
Certificates are to be prepaid at any one time, the Authority shall designate the Certificate
Payment Dates or portions thereof of the 2008 Certificates to be prepaid; provided, that any
Liquidity Provider Certificates that remain outstanding shall be selected for prepayment prior to
2008 Certificates that are not Liquidity Provider Certificates. If less than all Outstanding 2008
Certificates of any particular Certificate Payment Date are to be prepaid at any one time, the
Trustee shall select the 2008 Certificates of such Certificate Payment Date to be prepaid by lot,
except that if any 2008 Certificate or portion thereof to be prepaid is a Term Certificate, the
Authority may specify in a Written Request of the Authority filed with the Trustee, the particular
Sinking Fund Payments for such Term Certificate to be prepaid. For purposes of such selection,
2008 Certificates of each Certificate Payment Date shall be deemed to be composed of
Authorized Denominations and any such Authorized Denomination may be separately prepaid.
If the Authority elects to optionally prepay 2008 Certificates pursuant to Section 2.03(c) hereof,
it will notify the Trustee of the prepayment date and the principal amount evidenced and
represented by the 2008 Certificates of each Certificate Payment Date to be prepaid on such
prepayment date at least 45 days prior to such prepayment date; provided, that the Trustee may,
at its option, waive any such notice or accept any notice received at a later date.

® Notice of Prepayment. Notice of prepayment shall be mailed by the Trustee, not
less than 30 nor more than 60 days prior to the prepayment date to (i) the respective Owners of
the 2008 Certificates designated for prepayment at their addresses appearing on the registration
books of the Trustee, (ii) the Securities Depositories and (iii) one or more Information Services.
Notice of prepayment to the Securities Depositories and the Information Services shall be given
by first-class mail, certified mail, overnight delivery or facsimile transmission or by other
approved means. Each notice of prepayment shall state the date of such notice, the prepayment
~ price, the place of prepayment (including the name and appropriate address of the Trustee), the
CUSIP number (if any) of the 2008 Certificates to be prepaid, and, if less than all of the 2008
Certificates maturing on any one Certificate Payment Date are to be prepaid, the distinctive
certificate numbers of the 2008 Certificates of such Certificate Payment Date to be prepaid and, -
in the case of 2008 Certificates to be prepaid in part only, the respective portions of the principal
amount evidenced and represented thereby to be prepaid. Each such notice shall also state that
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on said date there will become due and payable on each of said 2008 Certificates the prepayment
price thereof and in the case of a 2008 Certificate to be prepaid in part only, the specified portion
of the principal amount evidenced and represented thereby to be prepaid, together with accrued
and unpaid interest evidenced and represented thereby to the prepayment date, and that from and
after such prepayment date interest evidenced and represented thereby shall cease to accrue, and
shall require that such 2008 Certificates be then surrendered at the address of the Trustee
specified in the prepayment notice. Failure to receive such notice shall not invalidate any of the
proceedings taken in connection with such prepayment.

Any prepayment may be cancelled if the notice of such prepayment has not been mailed
to the respective Owners of the 2008 Certificates or if such notice expressly conditioned the
prepayment upon the occurrence of one or more events. Notice of any such cancellation shall be
given in the same manner as the notice of prepayment was given at least 3 Business Days pr1or to
the date scheduled for prepayment.

If notice of prepayment has been duly given as aforesaid and money for the payment of
the prepayment price of the 2008 Certificates called for prepayment is held by the Trustee, then
on the prepayment date designated in such notice, 2008 Certificates so called for prepayment
shall become due and payable, and from and after the date so designated interest evidenced and
represented by such 2008 Certificates shall cease to accrue, and the Owners of such 2008
Certificates shall have no rights in respect thereof except to receive payment of the prepayment
price thereof.

All 2008 Certificates prepaid pursuant to the provisions of this Section shall be cancelled
and destroyed by the Trustee and shall not be redelivered.

(2) No Notice of Prepayment. Notwithstanding any other provision of this Trust
Agreement to the contrary, no notice of prepayment is required to be given with respect to any
prepayment occurring on a Mandatory Purchase Date or prepayment of Liquidity Provider
Certificates.

(h) Mandatory Purchase in Lieu of Prepayment. Each Owner, by purchase and
acceptance of any 2008 Certificate irrevocably grants to the Authority the option to purchase
such 2008 Certificate on any date such 2008 Certificate is subject to optional prepayment
provided in (c) above at a purchase price equal to the prepayment price then applicable to such
2008 Certificate, plus accrued interest thereon to the date of purchase. In order to exercise such
option, the Authority shall deliver to the Trustee a Favorable Opinion of Special Counsel and
shall direct the Trustee to provide notice of mandatory purchase in lieu of prepayment, such
notice to be provided, as and to the extent applicable, in accordance with the provisions set forth
in Section 3.02 hereof. On the date fixed for purchase of any 2008 Certificate pursuant to this
Section 2.03(h), the Authority shall pay the purchase price of such 2008 Certificate to the
Trustee in immediately available funds and the Trustee shall pay the same to the Owners of the
2008 Certificates being purchased against delivery thereof. All 2008 Certificates so purchased
shall be delivered to the Trustee to hold for the benefit of the Authority or for cancellation upon
the receipt of such instructions from the Authority. Without the prior written consent of the 2008
Certificate Insurer, no 2008 Certificates shall be purchased in lieu of prepayment by the
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Authority, the City or any of its affiliates unless such 2008 Certificates are redeemed, defeased
or cancelled.

Notwithstanding any other provision of this Trust Agreement, the purchase price of any
2008 Certificate subject to mandatory purchase in lieu of prepayment pursuant to this
Section 2.03(h) shall be paid solely by the Authority and such 2008 Certificate shall not be
eligible to be purchased and shall not be purchased from a drawing on any Liquidity Facility. In
the event that the Authority lacks sufficient funds to pay the purchase price of any 2008
Certificate subject to mandatory purchase in lieu of prepayment pursuant to this Section 2.03(h)
on the date fixed for such purchase, the Authority shall cancel such mandatory purchase in lieu
of prepayment and shall return each such 2008 Certificate to the Owner who shall have tendered
such 2008 Certificate for mandatory purchase in lieu of prepayment pursuant to this
Section 2.03(h). The Trustee shall give notice that such mandatory purchase was not effected
promptly following the date fixed for such purchase. Any failure to pay the purchase price of
any 2008 Certificate subject to mandatory purchase pursuant to this Section 2.03(h) shall not
constitute an Event of Default under this Trust Agreement.

Section 2.04. Form of 2008 Certificates. The 2008 Certificates while in Weekly Mode
shall be substantially in the form set forth in Exhibit A hereto attached and by this reference
herein incorporated. Upon a change in Mode of the 2008 Certificates to another Mode, and upon
any subsequent change from one Mode to another Mode, a new form of 2008 Certificate shall be
prepared, if and to the extent necessary, which contains the terms of the 2008 Certificates
applicable in the new Mode. :

Section 2.05. Execution of 2008 Certificates. The 2008 Certificates shall be executed by
the Trustee by the manual signature of an authorized officer or signatory of the Trustee.

Section 2.06. Transfer and Payment of 2008 Certificates. Any 2008 Certificates may, in
accordance with its terms, be transferred in the books required to be kept pursuant to the
provisions of Section 2.08 hereof by the person in whose name it is registered, in person or by
his duly authorized attorney, upon surrender of such 2008 Certificates at the Corporate Trust
Office of the Trustee for cancellation accompanied by delivery of a duly executed written
instrument of transfer in a form acceptable to the Trustee. Whenever any 2008 Certificate or
2008 Certificates shall be surrendered for transfer, the Trustee shall execute and deliver to the
transferee a new 2008 Certificate or 2008 Certificates of the same Certificate Payment Date
evidencing and representing a like aggregate principal amount in Authorized Denominations.
The Trustee shall require the payment by the Owner requesting such transfer of any tax or other
governmental charge required to be paid with respect to such transfer as a condition precedent to
the exercise of such privilege.

The Trustee may deem and treat the registered owner of any 2008 Certificates as the
absolute owner of such 2008 Certificates for the purpose of receiving payment thereof and for all
other purposes, whether such 2008 Certificates shall be overdue or not, and the Trustee shall not
be affected by any notice or knowledge to the contrary; and payment of the interest and principal
and prepayment premium, if any, evidenced and represented by such 2008 Certificates shall be
made only to such registered owner, which payments shall be valid and effectual to satisfy and
discharge liability on such 2008 Certificates to the extent of the sum or sums so paid.
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Except with respect to tenders pursuant to Sections 3.01 and 3.02 herein, the Trustee shall
not be required to register the transfer of any 2008 Certificate during the period commencing on
the date 15 days preceding the selection of 2008 Certificates for prepayment and ending on the
date of mailing of notice of such prepayment, or any 2008 Certificate which has been selected
for prepayment in whole or in part, from and after the day of mailing of a notice of prepayment
of such 2008 Certificates selected for prepayment in whole or in part as provided in Section 2.03
hereof.

Section 2.07. Exchange of Certificates. 2008 Certificates may be exchanged at the
Corporate Trust Office of the Trustee for 2008 Certificates evidencing and representing a like
aggregate principal amount of 2008 Certificates of the same Certificate Payment Date of other
Authorized Denominations. The Trustee shall require the payment by the Owner requesting such
exchange of any tax or other governmental charge required to be paid with respect to such
exchange as a condition precedent to the exercise of such privilege.

Except with respect to tenders pursuant to Sections 3.01 and 3.02 herein, the Trustee shall
not be required to exchange any 2008 Certificate during the 15-day period preceding the
selection of 2008 Certificates for prepayment, or any 2008 Certificate which has been selected
for prepayment in whole or in part, from and after the day of mailing of a notice of prepayment
of such 2008 Certificates selected for prepayment in whole or in part as provided in Section 2.03
hereof. ‘

Section 2.08. Certificate Registration Books. The Trustee will keep at its Corporate
Trust Office sufficient books for the registration and transfer of the 2008 Certificates which shall
at all times be open to inspection by the Authority during regular business hours with reasonable
prior notice, and upon presentation for such purpose the Trustee shall, under such reasonable
regulations as it may prescribe, register or transfer the 2008 Certificates in such books as
hereinabove provided.

Section 2.09. Mutilated, Destroyed, Stolen or Lost Certificates. If any 2008 Certificate
shall become mutilated the Trustee, at the expense of the Owner, shall thereupon execute and
deliver a new 2008 Certificate of like tenor and amount in exchange and substitution for the 2008
Certificate so mutilated, but only upon surrender to the Trustee of the 2008 Certificate so
mutilated. Every mutilated 2008 Certificate so surrendered to the Trustee shall be cancelled and
destroyed.

If any 2008 Certificate shall be lost, destroyed or stolen, evidence of such loss,
destruction or theft may be submitted to the Trustee and, if such evidence is satisfactory to the
Trustee and indemnity satisfactory to the Trustee has been given, the Trustee, at the expense of
the Owner, shall thereupon execute and deliver a new 2008 Certificate of like tenor in lieu of and
in substitution for the 2008 Certificate so lost, destroyed or stolen.

The Trustee may require payment of a reasonable sum for each new 2008 Certificate
delivered under this Section 2.09 and of the expenses which may be incurred by the Authority
and the Trustee in the premises. Any 2008 Certificate executed and delivered under the
provisions of this Section in lieu of any 2008 Certificate alleged to be lost, destroyed or stolen
shall be equally and proportionately entitled to the benefits of this Trust Agreement with all other
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2008 Certificates secured by this Trust Agreement. The Trustee shall not be required to treat
both the original 2008 Certificate and any replacement 2008 Certificate as being Outstanding for
the purpose of determining the principal amount of 2008 Certificates which may be executed and
delivered hereunder or for the purpose of determining any percentage of 2008 Certificates
Outstanding hereunder, but both the original and replacement 2008 Certificate shall be treated as
one and the same.

Section 2.10. Temporary Certificates. The 2008 Certificates executed and delivered
under this Trust Agreement may be initially executed and delivered in temporary form
exchangeable for definitive 2008 Certificates when ready for delivery. The temporary 2008
Certificates may be printed, lithographed or typewritten, shall be of such denominations as may
be determined by the Trustee, shall be in fully registered form and may contain such reference to
any of the provisions of this Trust Agreement as may be appropriate. Every temporary 2008
Certificate shall be executed and delivered by the Trustee, upon the same conditions and terms
and in substantially the same manner as definitive 2008 Certificates. If the Trustee executes and
delivers temporary 2008 Certificates it will execute and furnish definitive 2008 Certificates and
thereupon the temporary 2008 Certificates may be surrendered, for cancellation, in exchange
therefor at the Corporate Trust Office of the Trustee, and the Trustee shall deliver in exchange
for such temporary 2008 Certificates definitive 2008 Certificates evidencing and representing an
equal aggregate principal amount of 2008 Certificates of Authorized Denominations. Until so
exchanged, the temporary 2008 Certificates shall be entitled to the same benefits under this Trust
Agreement as definitive 2008 Certificates delivered hereunder.

Section 2.11. Use of Book-Entry System for Certificates.

(a) The 2008 Certificates initially shall be delivered in the form of a single executed
fully registered securities certificate for each stated Maturity Date of such 2008 Certificates,
representing the aggregate principal amount evidenced and represented by the 2008 Certificates
of such Maturity Date. Upon initial delivery, the ownership of all such 2008 Certificates shall be
registered in the registration records maintained by the Trustee pursuant to Section 2.08 hereof in
the name of Cede & Co., as nominee of DTC, or such other nominee as DTC shall request
pursuant to the Representation Letter. The Trustee may treat DTC (or its nominee) as the sole
and exclusive owner of the 2008 Certificates registered in its name for the purposes of payment
of the principal or prepayment price and interest evidenced and represented by such 2008
Certificates, selecting the 2008 Certificates or portions thereof to be prepaid, giving any notice
permitted or required to be given to Owners hereunder, registering the transfer of 2008
Certificates, obtaining any consent or other action to be taken by Owners of the 2008 Certificates
and for all other purposes whatsoever; and the Trustee shall not be affected by any notice to the
contrary. Neither the Trustee nor the Authority shall have any responsibility or obligation to any
Participant (which shall mean, for purposes of this Section, securities brokers and dealers, banks,
trust companies, clearing corporations and other entities, some of whom directly or indirectly
own DTC), any person claiming a beneficial ownership interest in the 2008 Certificates under or
through DTC or any Participant, or any other person which is not shown on the registration
records as being an Owner of 2008 Certificates, with respect to (i) the accuracy of any records
maintained by DTC or any Participant, (ii) the payment by DTC or any Participant of any
amount in respect of the principal or prepayment price or interest evidenced and represented by
the 2008 Certificates (iii) any notice which is permitted or required to be given to Owners of
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2008 Certificates hereunder, (iv) the selection by DTC or any Participant of any person to
receive payment in the event of a partial prepayment of the 2008 Certificates, or (v) any consent
given or other action taken by DTC as Owner of 2008 Certificates. Notwithstanding anything to
the contrary herein, the Trustee shall pay all principal, prepayment premium, if any, and interest
evidenced and represented by the 2008 Certificates only at the times, to the accounts, at the
addresses and otherwise in accordance with the Representation Letter, and all such payments
shall be valid and effective to satisfy fully and discharge the principal, prepayment premium, if
any, and interest evidenced and represented by the 2008 Certificates to the extent of the sum or
sums so paid. Upon delivery by DTC to the Trustee of written notice to the effect that DTC has
determined to substitute a new nominee in place of its then existing nominee, the 2008
Certificates will be transferable to such new nominee in accordance with subsection (c) of this
Section.

(b) In the event that the Authority determines that it is in the best interests of the
beneficial owners of the 2008 Certificates that they be able to obtain securities certificates, the
Trustee shall, upon the written instruction of the Authority, so notify DTC, whereupon DTC
shall notify the Participants of the availability through DTC of securities certificates. In such -
event, the 2008 Certificates will be transferable in accordance with subsection (c¢) of this Section.
DTC may determine to discontinue providing its services with respect to the 2008 Certificates at
any time by giving written notice of such discontinuance to the Authority and the Trustee and
discharging its responsibilities with respect thereto under applicable law. In such event, the 2008
Certificates will be transferable in accordance with subsection (¢) of this Section. Whenever
DTC requests the Authority and the Trustee to do so, the Trustee and the Authority will
cooperate with DTC in taking appropriate action after reasonable notice to arrange for another
securities depository to maintain custody of all certificates evidencing the 2008 Certificates then
Outstanding. In such event, the 2008 Certificates will be transferable to such securities
depository in accordance with subsection (c¢) of this Section, and thereafter, all references in this
Trust Agreement to DTC or its nominee shall be deemed to refer to such successor securities
depository and its nominee, as appropriate.

(©) In the event that any transfer or exchange of 2008 Certificates is authorized under
subsection (a) or (b) of this Section, such transfer or exchange shall be accomplished upon
receipt by the Trustee from the registered owner thereof of the 2008 Certificates to be transferred
or exchanged and appropriate instruments of transfer to the permitted transferee, all in
accordance with the applicable provisions of Sections 2.06 and 2.07 hereof. In the event
securities certificates are delivered to Owners other than Cede & Co., its successor as nominee
for DTC as Owner of all the 2008 Certificates, another securities depository as Owner of all the
2008 Certificates, or the nominee of such successor securities depository, the provisions of
Sections 2.06 and 2.07 hereof shall also apply to, among other things, the registration, exchange
and transfer of the 2008 Certificates and the method of payment of principal, prepayment
premium, if any, and interest evidenced and represented by the 2008 Certificates.

(d) Liquidity Provider Certificates. Notwithstanding any other provisions hereof, the
Trustee shall take all necessary action to obtain a separate CUSIP number and to qualify
Liquidity Provider Certificates for book-entry in accordance with the procedures of DTC. If for
any reason the Liquidity Provider Certificates are not assigned a separate CUSIP number or if a
separate CUSIP number has been assigned but the Liquidity Provider so elects, at the request of
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the Liquidity Facility Provider, Liquidity Provider Certificates shall be registered in the name of
the Liquidity Facility Provider or its nominees or registered assigns, and not in the name of the
Depository, DTC, Cede & Co. or other nominee or its registered assign. In such case, the
-Trustee shall take all necessary action to withdraw Liquidity Provider Certificates from the
Depository in order to register Liquidity Provider Certificates in the name of the Liquidity
Facility Provider, or the nominee or registered assigns thereof.

Section 2.12. Authorization of Delivery of 2008 Certificates; Application of Proceeds.
On the Delivery Date, the Trustee authorized the execution and delivery of the 2008 Certificates
to the purchaser thereof upon the Written Request of the Authority and upon receipt of the
proceeds of the sale thereof. Upon receipt of the proceeds of the sale of the 2008 Certificates
from the purchaser thereof (in the amount of $46,581,988.19 (representing the $47,625,000.00
aggregate principal amount of the 2008 Certificates, less underwriter’s discount of $153,920.63,
and less $826,615.80 transferred by the purchaser at the request of the Authority to the 2008
Certificate Insurer as payment of the premium for the 2008 Certificate Insurance Policy and
$62,475.38 transferred by the purchaser at the request of the Authority to the 2008 Certificate
Insurer as payment of the premium for the 2008 Parity Reserve Fund Insurance Policy), the
Trustee set aside and deposited the proceeds received from such sale in the following respective
accounts or funds or with the following respective persons, in the following order of priority:

(a) the Trustee deposited to the 2006 Debt Service Fund, established pursuant
to Section 4.03 of the 2006 Trust Agreement, the amount of $46,275,000.00;

(b) the Trustee deposited to the Parity Reserve Fund, created pursuant to the
1997 Trust Agreement, the amount of $36.57; and :

(c) the Trustee deposited the remainder of the proceeds of sale of the 2008
Certificates (such amount being $306,951.62) in the Costs of Issuance Fund established
pursuant to Section 4.05 hereof.

Simultaneously with the deposit of proceeds, the Trustee (i) retained in the Parity
Reserve Fund, created pursuant to the 1997 Trust Agreement, which fund was continued
pursuant to Section 4.04 hereof, the amount of $1,834,515.50 from amounts in the Parity
Reserve Fund deposited from the proceeds 2006 Certificates and (ii) deposited in the Parity
Reserve Fund the 2008 Parity Reserve Fund Insurance Policy, together being an amount
sufficient to cause the balance on deposit in, or credited to the Parity Reserve Fund to be equal to
the Reserve Fund Requirement upon delivery of the 2008 Certificates.

Section 2.13. Reserved.

Section 2.14. Determination of Flexible Rates and Interest Periods During Flexible
Mode. An Interest Period for the 2008 Certificates in the Flexible Mode shall be of such
duration of from one to 397 calendar days, ending on a day preceding a Business Day or the
Maturity Date, as the Remarketing Agent shall determine in accordance with the provisions of
this Section 2.14. In making the determinations with respect to Interest Periods, subject to
limitations imposed by the immediately preceding sentence, on each Rate Determination Date
for a Flexible Rate Certificate, the Remarketing Agent shall select the Interest Period that would
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result in the Remarketing Agent being able to remarket the 2008 Certificates at par in the
secondary market at the lowest average interest cost under then-existing marketing conditions;
provided, however, that if the Remarketing Agent has received notice from the Authority to the
effect that the Mode for the 2008 Certificates is to be changed from the Flexible Mode to any
other Mode, the Remarketing Agent shall select Interest Periods that do not extend beyond the
resulting Mode Change Date. The Flexible Rate for the 2008 Certificates in a Flexible Mode
shall be the rate of interest per annum determined by the Remarketing Agent to be the minimum
interest rate which, if evidenced by the 2008 Certificates, would enable the Remarketing Agent
to sell the 2008 Certificates under then existing market conditions, including length of Interest
Period, on the effective date of such rate at a price equal to the principal amount thereof. Each
2008 Certificate in a Flexible Mode may evidence interest at a different Flexible Rate and may
have an Interest Period within the Flexible Mode which differs from the Interest Period
applicable to any 2008 Certificate in a Flexible Mode.

The Trustee, in consultation with the Remarketing Agent, shall take such actions as shall
be necessary to distinguish 2008 Certificates having different Flexible Rate Periods, which
actions may include obtaining different CUSIP numbers if determined desirable by the Trustee
or the Remarketing Agent.

By 1:00 p.m. New York City time on each Rate Determination Date, the Remarketing
Agent, with respect to each 2008 Certificate in the Flexible Mode that is subject to adjustment on
such Rate Determination Date, shall determine the Flexible Rate for the Interest Period then
selected for such 2008 Certificate and shall give notice of the Interest Period, the Purchase Date
and the Flexible Rate for such 2008 Certificate, such notice to be given by Electronic means to
the Trustee and the Authority. The Remarketing Agent shall make the Flexible Rate and Interest
Period available after 2:00 p.m. New York City time on each Rate Determination Date by
telephone or Electronic means to any Beneficial Owner or Notice Party other than the Authority
requesting such information.

In the event the use of the Book-Entry System is discontinued, in order to receive
payment of the Purchase Price of any 2008 Certificate in the Flexible Mode, the Owner of such
2008 Certificate must present such 2008 Certificate to the Trustee, by 12:00 noon New York
City time on the applicable Mandatory Purchase Date. Upon receipt of such 2008 Certificate by
12:00 noon New York City time on a Mandatory Purchase Date, the Trustee shall pay the
Purchase Price to such Owner by 2:30 p.m. New York City time on such Mandatory Purchase
Date.

Section 2.15. Determination of Interest Rates During the Daily Mode and the Weekly
Mode. The interest rate for the 2008 Certificates during the Daily Mode or Weekly Mode shall
be the rate of interest per annum determined by the Remarketing Agent on and as of the
applicable Rate Determination Date as the minimum rate of interest which, in the opinion of the
Remarketing Agent under then-existing market conditions, would result in the sale of the 2008
Certificates in the Daily Rate Period or Weekly Rate Period, as applicable, at a price equal to
100% of the principal amount thereof.

(@) During the Daily Mode, the Remarketing Agent shall establish the Daily
Rate by 10:00 a.m. New York City time on each Rate Determination Date. The Daily
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Rate for any day during the Daily Mode which is not a Business Day shall be the Daily
Rate established on the immediately preceding Rate Determination Date.  The
Remarketing Agent shall make the Daily Rate available no less frequently than once each
week by telephone or Electronic means to the Authority, each other Notice Party and any
Beneficial Owner requesting such rate.

(b) During the Weekly Mode, the Remarketing Agent shall establish the
Weekly Rate by 4:00 p.m. New York City time on each Rate Determination Date. The
Weekly Rate shall be in effect during the applicable Weekly Rate Period. The
Remarketing Agent shall make the Weekly Rate available no later than 5:00 p.m. New
York City time on the Business Day following the Rate Determination Date by telephone
or Electronic means to the Authority, each other Notice Party and any Beneficial Owner
requesting such rate.

Section 2.16. Determination of Term Rates and Fixed Rates.

(@ Term Rates. The interest rate for the 2008 Certificates in the Term Rate Mode
shall be the minimum rate which, in the opinion of the Remarketing Agent, would result in a sale
of the 2008 Certificates, under then existing market conditions, at a price equal to 100% of the
principal amount thereof on the Rate Determination Date for a Term Rate Period of the duration
selected by the Authority, written notice of which shall have been delivered by the Authority to
the Remarketing Agent prior to such Rate Determination Date. Notwithstanding the foregoing,
if the Authority shall deliver a Favorable Opinion of Special Counsel, the interest rate set for
some or all of the affected 2008 Certificates may include a premium or a discount. In no event
shall any Term Rate be greater than the Maximum Rate and no Term Rate Period may extend
beyond the Maturity Date.

The Term Rate shall be determined by the Remarketing Agent not later than 4:00 p.m.
New York City time on the Rate Determination Date and the Remarketing Agent shall make the
Term Rate available by telephone or Electronic means after 5:00 p.m. New York City time on
- the Rate Determination Date to the Authority and each other Notice Party requesting such Term
Rate. A copy of each such notice shall be provided to the 2008 Certificate Insurer. -

Except as is otherwise provided in Section 2.17 hereof, once the 2008 Certificates are
changed to a Term Rate Mode, the 2008 Certificates shall continue in the Term Rate Mode until
changed to another Mode in accordance with Section 2.18 hereof. If the Authority shall have
failed to select a new Term Rate Period prior to the applicable Rate Determination Date for such
new Term Rate Period, the new Term Rate Period shall be the same length as the current Term
Rate Period; provided however, that no Term Rate Period may extend beyond the Maturity Date.

(b) Fixed Rates. The Fixed Rate for the 2008 Certificates when being converted from
a Short-Term Mode or a Term Rate Mode to the Fixed Rate Mode shall be determined by the
Fixed Rate Remarketing Agent in the following manner: not later than 4:00 p.m. New York City
time on the applicable Rate Determination Date, the Fixed Rate Remarketing Agent shall
determine the Fixed Rate or Fixed Rates, as applicable. The Fixed Rate or Fixed Rates shall be
the minimum interest rate(s) which, in the opinion of the applicable Fixed Rate Remarketing
Agent, will result in a sale of the 2008 Certificates at a price equal to the principal amount
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thereof on the Rate Determination Date. Notwithstanding the foregoing, if the Authority shall
deliver a Favorable Opinion of Special Counsel, the interest rate set for some or all of the 2008
Certificates may include a premium or a discount. The Fixed Rate Remarketing Agent shall
make the Fixed Rate or Fixed Rates, as applicable, available by telephone or by Electronic
means after 5:00 p.m. New York City time on the Rate Determination Date to the Authority and
each other Notice Party requesting notice of such Fixed Rate or Fixed Rates. A copy of each
such notice shall be provided to the 2008 Certificate Insurer. The Fixed Rate or Rates, as
applicable, so established for the 2008 Certificates shall remain in effect until the Maturity Date
or Maturity Dates, as applicable, of the 2008 Certificates.

Section 2.17. Alternate Rates. When the 2008 Certificates are in a Daily Mode, a
Weekly Mode, a Flexible Rate Mode or a Term Rate Mode, the following provisions shall apply
in the event (i) the Remarketing Agent fails or is unable to determine the interest rate for the
2008 Certificates or to determine the interest rate or Flexible Rate Period for the 2008
Certificates within the Flexible Mode, (ii) the method by which the Remarketing Agent
determines the interest rate or Interest Period with respect to the 2008 Certificates (or the
selection by the Authority of the duration of a Term Rate Period for the 2008 Certificates) shall
be held to be unenforceable by a court of law of competent jurisdiction, or (iii) the Remarketing
Agent suspends its remarketing effort in accordance with the provisions of the Remarketing
Agreement. The provisions set forth in this Section shall continue to apply until such time as the
Remarketing Agent (or the Authority, if applicable) resumes making such determinations. In the
case of clause (ii) above, the Remarketing Agent (or the Authority, if applicable) shall resume
making such determination at such time as there is delivered to the Remarketing Agent or the
Authority, as applicable, an opinion of Special Counsel to the effect that there are no longer any
legal prohibitions against the Remarketing Agent or Authority, as applicable, making such
determinations.

The following shall be the methods by which the interest rates and, in the case of the
Flexible Rate Mode and Term Rate Modes, the Interest Periods, shall be determined for the 2008
Certificates or for any Flexible Rate Certificate as to which any of the events described in
clauses (i), (i1) or (iii) above shall be applicable. Such methods shall be applicable from and
after the date any of the events described in clauses (i), (ii) or (iii) of the immediately preceding
paragraph shall become applicable until such time as the events described in clauses (i), (ii) or
(iii) of the immediately preceding paragraph are no longer applicable to the 2008 Certificates or
any Flexible Rate Certificate. Notwithstanding any other provision herein, these provisions shall
not apply with respect to the selection of the length of the Term Rate Period for the 2008
Certificates in a Term Rate Mode if the Authority fails to select the length of the Term Rate
Period for the 2008 Certificates for a reason other than as described in clause (ii) of the
immediately preceding paragraph.

(a) For Flexible Rate Certificates, the next Interest Period shall be from, and
including, the first day following the last day of the current Interest Period for the applicable
Flexible Rate Certificates to, but excluding, the next succeeding Business Day, and thereafter the
Interest Period for such Flexible Rate Certificate shall commence on each Business Day and
extend to, but exclude, the next succeeding Business Day. For each such Interest Period, the
interest rate for such Flexible Rate Certificates shall be the appllcable Alternate Rate in effect on
the Business Day that begins an Interest Period.
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(b)  If the 2008 Certificates are in a Daily Mode or a Weekly Mode, then the 2008
Certificates shall evidence interest during each subsequent Interest Period for the 2008
Certificates at the Alternate Rate in effect on the first day of such Interest Period.

©) If the 2008 Certificates are in a Term Rate Mode, then the 2008 Certificates shall
automatically convert to a Flexible Rate Mode, with an Interest Period commencing on the first
day following the last day of the current Interest Period for the 2008 Certificates to, but
excluding, the next succeeding Business Day, and thereafter the Interest Period for the 2008
Certificates shall commence on each Business Day and extend to, but exclude, the next
succeeding Business Day. For each such Interest Period, the interest rate for the 2008
Certificates shall be the applicable Alternate Rate in effect at the beginning of each such Interest
Period. '

Section 2.18. Changes in Mode. Subject to compliance with the provisions set forth in
this Section, the Authority may elect to effect a change in Mode with respect the 2008
Certificates (other than the 2008 Certificates in a Fixed Rate Mode); provided that all the 2008
Certificates of any series shall be converted.

(a) Changes to Modes Other Than Fixed Rate Mode. At the option of the Authority,
the 2008 Certificates (other than the 2008 Certificates being changed to a Fixed Rate Mode,
which shall be governed by the provisions set forth in Section 2.18(d) hereof) may be changed
from one Mode to another Mode (other than a Fixed Rate Mode) as set forth below:

(1) Notice by Authority. At least five (5) Business Days (or such shorter time
as may be agreed to by the Authority, the Trustee and the Remarketing Agent) prior to
the date that notice of the proposed Mode Change Date is required to be given to the
Owners by the Trustee as specified below, the Authority shall give written notice to each
of the Notice Parties of its intention to effect a change in the Mode from the Mode then
prevailing (for purposes of this Section, the “Current Mode”) to another Mode (for
purposes of this Section, the “New Mode”) which shall be specified in such written
notice. Such notice to the Notice Parties shall specify the proposed Mode Change Date
and shall also include a statement as to whether a Liquidity Facility is expected to be in
effect with respect to the 2008 Certificates following such change and, if a Liquidity
Facility is expected to be in effect, such notice shall identify the anticipated provider of
such Liquidity Facility. If the change is to a Term Rate Mode, such notice shall specify
the length of the initial Term Rate Period.

(ii)) Notice to Owners. Notice of the proposed change in Mode, unless
otherwise specified in Section 2.18(d) hereof, shall be given by the Trustee to the Owners
of the 2008 Certificates not less than the 15th day next preceding the applicable Mode
Change Date; provided that no notice need be given for a Mode Change Date occurring
on the first Business Day following the last day of a Flexible Rate Period or a Term Rate
Mode or on a Substitution Date. Such notice shall state the Mode to which the
conversion will be made and the proposed Mode Change Date and, if applicable, shall be
combined with the notice of mandatory purchase required to be delivered by the Trustee
pursuant to Section 3.02 hereof. If the Book-Entry System is no longer in effect, such
notice shall also provide information with respect to required delivery of physical 2008
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Certificates and procedures for payment of Purchase Price. Notwithstanding any other
provision of this Trust Agreement, the Trustee shall not mail such written notice if the
2008 Certificates are being converted from a Flexible Mode until the Trustee shall have
received a written confirmation from the Remarketing Agent to the effect that no Interest
Period for the 2008 Certificates extends beyond the proposed Mode Change Date. The
Trustee shall provide a copy of such notice to the Authority and to each of the other
Notice Parties.

(i)  Determination of Interest Rates and Interest Periods. The New Mode shall
commence on the Mode Change Date and the interest rate(s), together, in the case of a
change to the Flexible Mode, with the Interest Period or Interest Period(s), as applicable,
shall be determined by the Remarketing Agent (or the Authority in the case of the Interest -
Period for the 2008 Certificates being converted to a Term Rate Mode) in the manner
provided in Section 2.14, Section 2.15 and Section 2.16 hereof, as applicable.

(iv)  Conditions Precedent:

: (A)  The Mode Change Date shall be: (1) in the case of a change from a
Flexible Mode, the next Mandatory Purchase Date for all of the Flexible Rate
2008 Certificates; (2) in the case of a change from a Daily Mode or a Weekly
Mode, any Business Day; and (3) in the case of a change from a Term Rate Mode
to another Mode, or from a Term Rate Period to a Term Rate Period of a different
duration, the Mode Change Date shall be limited to (aa) any Interest Payment
Date on which the 2008 Certificates are subject to optional prepayment or (bb) the
last Interest Payment Date of the current Term Rate Period.. The 2008 Certificates
shall be subject to mandatory tender for purchase on such Mode Change Date in
accordance with Section 3.02 hereof, and, except as is otherwise provided herein,

- the 2008 Certificates shall be purchased on the Mode Change Date at a Purchase
Price equal to 100% of the principal amount thereof; provided, however, that if
the 2008 Certificates are to be purchased on an Interest Payment Date other than
the last Interest Payment Date applicable to the 2008 Certificates, and if the 2008
Certificates would otherwise be subject to optional prepayment on such Mode
Change Date at a prepayment price of more than 100% of the principal amount
thereof, then the 2008 Certificates shall be purchased at a Purchase Price equal to
such prepayment price.

(B)  If the 2008 Certificates to be converted are in the Flexible Mode,
no Interest Period for the 2008 Certificates set after delivery by the Authority to
the Remarketing Agent of the notice of the intention to effect a change in Mode
shall extend beyond the day preceding the proposed Mode Change Date.

(C) As and to the extent applicable, the Authority shall select a
Remarketing Agent for the 2008 Certificates, and shall provide for the delivery of
a Liquidity Facility if required.

(D)  The Authority shall have obtained and provided to the Trustee the
written consent of the 2008 Certificate Insurer to the change in Mode.
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(E)  The following items shall have been delivered to the Authority,
Trustee, the 2008 Certificate Insurer and the Remarketing Agent on or prior to the
Mode Change Date:

(D in the case of a change from any Mode other than a change
from a Daily Mode to a Weekly Mode or a change from a Weekly Mode
to a Daily Mode, a Favorable Opinion of Special Counsel dated the Mode
Change Date;

(2)  if there is to be a Liquidity Facility delivered in connection
with such change, the items required by Section 3.11 hereof; and

3) a notice from the Rating Agencies of the rating(s) to be
assigned to the 2008 Certificates on such Mode Change Date.

(v)  Rescission of Election. The Authority may rescind any election by it to
change a Mode in accordance with this Section 2.18(a) as provided in Section 2.18(f)
hereof.

(b) Reserved.
(c) Reserved.

(d Change to Fixed Rate Mode. At the option of the Authority, the 2008 Certificates
(other than the 2008 Certificates in a Fixed Rate Mode) may be converted to a Fixed Rate Mode.
Any such conversion shall be made as set forth below. '

(i) Mode Change Date Provisions. The Mode Change Date shall be:

(A) in the case of a change from a Flexible Mode, the next Mandatory
Purchase Date for the Flexible Rate 2008 Certificates of the 2008 Certificates;

(B)  in the case of a change from a Daily Mode or a. Weekly Mode, any
Business Day; and

(C)  in the case of a change from a Term Rate Mode, the Mode Change
Date shall be limited to. (1) any Interest Payment Date on which the 2008
Certificates are subject to optional prepayment or (2)the next Mandatory
Purchase Date for the 2008 Certificates being converted, as the case may be. The
2008 Certificates in a Term Rate Mode shall be subject to mandatory tender for
purchase pursuant to Section 3.02 hereof and shall be purchased on such Mode
Change Date at a Purchase Price equal to 100% of the principal amount thereof;,
provided that if the 2008 Certificates would otherwise be subject to optional
prepayment on such Mode Change Date at a prepayment price of more than 100%
of the principal amount thereof, the 2008 Certificates shall be purchased at a
Purchase Price equal to such prepayment price.
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(i)  Serialization Provisions. - Upon conversion of the 2008 Certificates to a
Fixed Rate Mode, unless otherwise directed by the Authority, the 2008 Certificates will
be converted to Serial Certificates maturing in such years and such principal amounts as
correspond to the years and principal amounts set forth in the mandatory Sinking Fund
Payment schedule set forth in Section 2.03 hereof

(iii)  Notice by Authority. At least 5 Business Days (or such shorter time as
may be agreed to by the Trustee, and the Remarketing Agent, if any) prior to the date that
notice of the Mode Change Date is required to be given to the Owners by the Trustee as
specified in paragraph (iii) below, the Authority shall give written notice to each of the
Notice Parties. Such notice shall state that the Mode will be changed to the Fixed Rate
Mode, shall set forth the proposed Mode Change Date, and shall be accompanied by the
appointment of one or more firms of investment bankers to remarket the 2008
Certificates being changed to the Fixed Rate Mode (such firm or firms of investment
bankers being hereinafter referred to as the “Fixed Rate Remarketing Agent”). Together
with such notice, the Authority shall file with the Trustee and the 2008 Certificate Insurer
a Favorable Opinion of Special Counsel. No conversion to a Fixed Rate Mode shall
occur unless the Authority shall also file with the Trustee and the 2008 Certificate Insurer
a Favorable Opinion of Special Counsel to the same effect dated the Mode Change Date.

(iv)  Notice to Owners. Not less than the 15th day next preceding the Mode
Change Date, the Trustee shall mail notice of such proposed change to the Owners of the
2008 Certificates, such notice to state that the Mode on the 2008 Certificates will be-
changed to a Fixed Rate Mode and to set forth the proposed Mode Change Date. Such
notice shall be combined with the notice of mandatory purchase required to be delivered
by the Trustee pursuant to Section 3.02 hereof. If the Book-Entry System is no longer in
effect, such notice shall also provide information with respect to required delivery of
physical 2008 Certificates and the procedures for payment of Purchase Price.
Notwithstanding any other provision of this Trust Agreement, the Trustee shall not mail
such written notice if the 2008 Certificates are being converted from a Flexible Mode
until the Trustee shall have received a written confirmation from the Remarketing Agent
to the effect that no Interest Period for the 2008 Certificates extends beyond the proposed
Mode Change Date. The Trustee shall provide a copy of such notice to the Authority and
to each of the other Notice Parties.

(v)  General Provisions Applying to Change to Fixed Rate Mode. The change
to a Fixed Rate Mode shall not occur unless the Authority shall have selected a Fixed
Rate Remarketing Agent to remarket the 2008 Certificates being changed to the Fixed
Rate Mode and the following items shall have been delivered to the Authority and each
of the Notice Parties, such items to be delivered on or prior to the Mode Change Date:

(A) a Favorable Opinion of Special Counsel dated the Mode Change
Date;

(B)  the written consent of the 2008 Certificate Insurer to the change in
Mode; and : A

38

SF1 1673729



(C)  notice from the Rating Agencies of the rating(s) to be assigned the
2008 Certificates on such Mode Change Date.

(vi)  Determination of Fixed Rates. The Fixed Rate (or Fixed Rates in the case
of Serial Certificates) for the 2008 Certificates shall be established by the applicable
Fixed Rate Remarketing Agent on the Rate Determination Date applicable thereto. Such
Fixed Rate Remarketing Agent shall set the interest rate or interest rates with respect to
the 2008 Certificates in accordance with the provisions set forth in Section 2.16(b)
hereof. Such Fixed Rate or Fixed Rates, as applicable, shall remain in effect until the
Maturity Date or Maturity Dates, as applicable, of the 2008 Certificates. The applicable
Remarketing Agent shall make the Fixed Rate or Rates available by telephone or
Electronic means not later than 5:00 p.m., New York City time, on the Rate
Determination Date to the Authority, the Trustee and each of the other Notice Parties
requesting such notice.

(vii)  Modification of Serialization Provisions, Prepayment Provisions and
Price. Upon conversion of the 2008 Certificates to a Fixed Rate Mode, the 2008
Certificates shall be subject to the serialization provisions set forth in subsection (ii)
above, shall be subject to the optional prepayment and mandatory sinking fund
prepayment provisions set forth in Section 2.03 hereof and shall be remarketed at par.
Notwithstanding the foregoing or any other provision of this Trust Agreement to the
contrary, the Authority may elect to change the serialization provisions, the optional
prepayment provisions or the mandatory sinking fund prepayment provisions and/or
remarket some or all of the 2008 Certificates at a premium or discount to par if the
Authority shall file with the Trustee and the 2008 Certificate Insurer a Favorable Opinion
of Special Counsel.

(viii)  Rescission of Election. The Authority may rescind any election by it to
change a Mode in accordance with this Section 2.18(d) as provided in Section 2.18(f)
hereof. -

(e) Failure to Satisfy Conditions Precedent to a Mode Change. In the event that the
Authority has not withdrawn any election by it to change a Mode as provided herein and the
conditions described above in subsections (a), (b), (c) or (d) of this Section, as applicable, have
not been satisfied by the applicable Mode Change Date, then the New Mode shall not take effect
(although any mandatory purchase shall be made on such date if notice has been sent to the
Owners stating that the 2008 Certificates would be subject to mandatory purchase on such date).
If the failed change in Mode was from a Flexible Mode, the 2008 Certificates shall remain in the
Flexible Mode with interest rates and Interest Periods to be established by the Remarketing
Agent on the failed Mode Change Date in accordance with Section 2.14 hereof. If the failed
change in Mode was from a Daily Mode, the 2008 Certificates shall remain in the Daily Mode,
and if the failed change in Mode was from a Weekly Mode, the 2008 Certificates shall remain in
the Weekly Mode, in each case with interest rates established in accordance with the applicable
provisions of Section 2.15 hereof on and as of the failed Mode Change Date. If the failed change
in Mode was from a Term Rate Mode, then the 2008 Certificates shall stay in the Term Rate
Mode for an Interest Period ending on the following Interest Payment Date for the 2008
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Certificates in the Term Rate Mode and the interest rate shall be established by the Remarketing
Agent on the failed Mode Change Date in accordance with Section 2.16(a) hereof.

3] Rescission of Election. Notwithstanding anything herein to the contrary, the
Authority may rescind any election by it to change a Mode as described above prior to the Mode
Change Date by giving written notice thereof to the Notice Parties prior to such Mode Change
Date. If the Trustee receives notice of such rescission prior to the time the Trustee has given
notice to the Owners of the 2008 Certificates, then such notice of change in Mode shall be of no
force and effect. If the Trustee receives notice from the Authority of rescission of a Mode
change after the Trustee has given notice thereof to the Owners of the 2008 Certificates, then if
the proposed Mode Change Date would have been a Mandatory Purchase Date, such date shall
continue to be a Mandatory Purchase Date. '

If the proposed change in Mode was from a Flexible Mode, the 2008 Certificates shall
remain in the Flexible Mode with interest rates and Interest Periods to be established by the
Remarketing Agent on the proposed Mode Change Date in accordance with Section 2.14 hereof.
If the proposed change in Mode was from a Daily Mode, the 2008 Certificates shall remain in the
Daily Mode, and if the proposed change in Mode was from a Weekly Mode, the 2008
Certificates shall remain in the Weekly Mode, in each case with interest rates established in
accordance with the applicable provisions of Section 2.15 hereof on and as of the proposed Mode
Change Date. If the proposed change in Mode was from a Term Rate Mode, then the 2008
Certificates shall stay in the Term Rate Mode for an Interest Period ending on the following
Interest Payment Date for the 2008 Certificates in the Term Rate Mode and the interest rate shall
be established by the Remarketing Agent on the proposed Mode Change Date in accordance with
Section 2.16(a) hereof. If the Remarketing Agent is unable to determine the interest rate on the
proposed Mode Change Date, the provisions of Section 2.17 shall apply.

(2) Form of Notices. Upon request, the form of any notice from the Trustee to the
Owners of the 2008 Certificates required by this Section 2.18 and by Section 3.02 shall be
furnished by the Authority to the Trustee.

ARTICLE III

TENDERS OF 2008 CERTIFICATES; REMARKETING

Section 3.01. Optional Tenders of Certificates in a Daily Mode or a Weekly Mode.
Subject to Section 3.06 hereof, during any Daily Mode for the 2008 Certificates and during any
Weekly Mode for the 2008 Certificates, any 2008 Certificate or portion thereof in a principal
amount equal to an Authorized Denomination shall be purchased on any Business Day at a price
equal to the Purchase Price, upon delivery of a Tender Notice to the Trustee by the Tender
Notice Deadline. Immediately upon receipt of a Tender Notice, the Trustee shall notify the
Remarketing Agent and provide the Remarketing Agent with a copy of such Tender Notice.
Notwithstanding any other provision of this Trust Agreement to the contrary, the provisions set
forth in this Section 3.01 shall not apply to any Certificate in a Delayed Remarketing Period.

Section 3.02. Mandatory Tendef for Purchase on Mandatory Purchase Date. The 2008
Certificates shall be subject to mandatory purchase on each Mandatory Purchase Date applicable
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to the 2008 Certificates. The Trustee shall give notice of each such mandatory purchase, such
notice to be given by mail to the Owners of the 2008 Certificates subject to mandatory purchase
no less than 15 days prior to the applicable Mandatory Purchase Date, provided that, if the
mandatory purchase is directed as a result of an event of default under the Liquidity Facility,
such notice may be given no less than 10 days prior to the applicable Mandatory Purchase Date
or as late as the Mandatory Purchase Date. No notice shall be required to be given nor shall any
notice be given with respect to any 2008 Certificate in a Flexible Rate Mode in connection with
the Mandatory Purchase Date occurring at the end of each Interest Period for the 2008
Certificates. The form of the notice of mandatory purchase shall be provided to the Trustee by
the Authority.

Any notice to be given pursuant to this Section 3.02 shall state the Mandatory Purchase
Date, shall set forth the Purchase Price applicable on such Mandatory Purchase Date, and shall
identify the 2008 Certificates to be purchased. Such notice shall also state that interest on the
2008 Certificates subject to mandatory purchase shall cease to accrue from and after the
Mandatory Purchase Date. The failure to mail such notice with respect to any 2008 Certificate
shall not affect the validity of the mandatory purchase of any other 2008 Certificate with respect
to which notice was so mailed. Any notice mailed will be conclusively presumed to have been
given, whether or not actually received by any Owner. If the Book-Entry System is no longer in
effect, such notice shall also provide information with respect to required delivery of physical
certificates and the procedures for payment of Purchase Price. A copy of any notice delivered by
the Trustee pursuant to this Section 3.02 shall also be provided to each of the Notice Parties.

Section 3.03. Purchases of Certificates in Daily Mode, Weekly Mode, Flexible Mode
and Term Rate Mode: Payment of Purchase Price: Notices.

(@ On each date on which 2008 Certificates in a Daily Mode, a Weekly Mode, a
Flexible Mode or a Term Rate Mode are to be purchased:

(i) the Remarketing Agent shall notify the Trustee and the Authority by
12:00 noon New York City time of the principal amount of such tendered 2008
Certificates it has remarketed and of the principal amount of such tendered 2008
Certificates it has not remarketed, such notice to be provided by Electronic means;

(i) - subject to Section 3.06(b)(ii), the Remarketing Agent shall cause the
proceeds of the remarketing by the Remarketing Agent of such tendered 2008 Certificates
to be paid to the Trustee in immediately available funds not later than 11:15 a.m., New
York City time, on the Purchase Date for such tendered 2008 Certificates;

(iii)  the Remarketing Agent shall notify the Trustee by Electronic means not
later than 1:00 p.m. New York City time of such information as may be necessary to
register and deliver such remarketed 2008 Certificates, such notice to be provided by
Electronic means; and

(iv)  if the affected 2008 Certificates are no longer in the Book-Entry System,
the Trustee shall authenticate new 2008 Certificates for the respective purchasers thereof
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which shall be available for pick-up by the Remarketing Agent not later than 2:30 p.m.
New York City time.

(b) On each date on which a 2008 Certificate is to be purchased, the Trustee shall
draw on the applicable Liquidity Facility, if any, by 12:00 p.m. New York City time in an
amount equal to the Purchase Price of all such 2008 Certificates less remarketing proceeds
received per Section 3.03(a)(ii) for payment by 3:00 p.m. New York City time and shall notify
the 2008 Certificate Insurer of such draw; provided, however, that if the draw is in connection
with a Mandatory Purchase Date resulting from a Substitution Date, the draw shall be made on
the existing Liquidity Facility that is being replaced. In no event shall the Trustee draw on a
Liquidity Facility to pay the Purchase Price of any 2008 Certificate not covered by such
Liquidity Facility or to pay the Purchase Price of a 2008 Certificate owned by the Authority or
