CLOSING MEMORANDUM

$62,275,000
Modesto Public Financing Authority
L ease Revenue Refunding and Capital Improvement Bonds
Series 2007

CLOSING SCHEDULE

Tuesday, April 17, 2007 at 1:00 p.m. Sidley Austin LLP
555 California Street, 20" Floor
San Francisco, California 94104
Telephone: (415) 772-1200
Facsimile: (415) 772-7400

Wednesday, April 18, 2007 at 8:00 am. Sidley Austin LLP
555 California Street, 20" Floor
San Francisco, California 94104
Telephone: (415) 772-1200
Facsimile: (415) 772-7400
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Closing



$62,275,000
Modesto Public Financing Authority
L ease Revenue Refunding and Capital Improvement Bonds
Series 2007

MEMORANDUM OF LEGAL PAPERS
to be included in transcripts
relating to the above-mentioned Bonds (the * Series 2007 Bonds”)

* * * % * *x * * * *

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

*City of Modesto (“ City”)

Modesto Public Financing Authority (“ Authority”)

Redevelopment Agency of the City of Modesto (“ Redevelopment Agency”)
City-County Capital Improvements and Financing Agency (“Financing Agency”)
*Banc of America Securities LLC (“Underwriter” or “UW™)

*The Bank of New York Trust Company, N.A. (“Trustee” and “1998 Escrow Agent”)
U.S. Bank National Association (*1997 Escrow Agent”)

Dorsey & Whitney LLP (“1997 Escrow Agent Counsel™)

City Attorney (“Authority Counsel,” “City Attorney,” “Redevelopment Agency Counsel” and
“Financing Agency Counsel”)

Jensen Law Office (“Trustee Counsel”)

*Sidley Austin LLP (“Bond Counsel” or “BC”)

Stradling Y occa Carlson & Rauth (*Disclosure Counsel” or “DC”)
Orrick Herrington & Sutcliffe LLp (“Underwriter’s Counsel” or “UC”)
CIFG Assurance North America, Inc. (“Insurer”)

Bank of AmericaN.A. (“Swap Provider” or “ Swap Counterparty”)
Deutsche Bank Trust Company Americas (“Auction Agent”)

Public Financial Management (“Financial Advisor™)

The Arbitrage Group (“Verification Agent”)

*  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.



$62,275,000
Modesto Public Financing Authority
L ease Revenue Refunding and Capital Improvement Bonds
Series 2007

Pre-closing

The pre-closing will be held on Tuesday, April 17, 2007 at 1:00 p.m. (Pacific Daylight
Time) at the offices of Sidley Austin LLP, 555 California Street, 20th Floor, San Francisco,
California 94104 (the “Pre-closing”) to confirm that al documents and papers are on hand, in
proper form and properly executed.

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
(defined below) by the respective parties thereto and delivered no later than the Pre-closing. All
of such deliveries will be deemed to have been placed in escrow until final delivery at the
Closing has been made.

Responsibility for preparing or assembling the documents is indicated in parentheticals.
For the purpose of facilitating identification, each document should have in the upper right hand
corner the document number stated below.

Closing

In connection with the execution and delivery of the Series 2007 Bonds, a closing will be
held at the offices of Sidley Austin LLP on Wednesday, April 18, 2007, at 8:00 a.m.



$62,275,000
Modesto Public Financing Authority
L ease Revenue Refunding and Capital Improvement Bonds
Series 2007

DOCUMENTSAND INSTRUMENTS

The following documents and instruments are to be delivered to the appropriate party or
parties at the Closing or prior to delivery of and payment for the Series 2007 Bonds by the
Underwriter.

Document Index
Number Number

[.LEGAL DOCUMENTS

1. Executed counterparts of the INDENTURE, dated as of April 1, 1
2007, by and between the Authority and the Trustee. (BC)

2. Executed counterparts of the FACILITY LEASE, dated as of April 1, 2
2007, by and between the Authority and the City. (BC)

3. Executed counterparts of the SUBLEASE, dated as of April 1, 2007, 3
by and between the Authority and the City. (BC)

4. Certified copy of the LEASE/PURCHASE AGREEMENT, dated as 4
of March 1, 1998, as amended by Amendment No. 1 to
Lease/Purchase Agreement, dated June 15, 2000 and Amendment
No. 2 to Lease/Purchase Agreement, dated October 15, 2002, each by
and between the Authority and the City. (BC)

5. Certified copy of the SITE LEASE (Parks Project, Police 5
Headquarters Building and Miscellaneous Public Properties), dated
asof March 1, 1998, as amended by Amendment No. 1 to Site Lease,
dated October 15, 2002, each by and between the Authority and the
City. (BC)

6. Certified copy of the SITE LEASE (Parking Garage), dated as of 6
March 1, 1998, as amended by Amendment No. 1 to Site Lease,
dated June 15, 2000, each by and between the Authority and the
Redevelopment Agency. (BC)

7. Certified copy of the FACILITIES LEASE (Communications 7
Dispatch Center), dated as of March 1, 1998, by and between the
Authority and the City. (BC)

(i)



Document

Number

8.

10.

11.

Certified copy of the FACILITIES LEASE (City-County
Administration Building), dated as of March 1, 1998, by and between
the Authority and the Financing Agency. (BC)

Executed counterparts of the AUCTION AGREEMENT, dated as of
April 1, 2007, by and between the Trustee and the Auction Agent,
and agreed to by the Authority. (BC)

Executed counterparts of the BROKER-DEALER AGREEMENT,
dated as of April 1, 2007, by and among the Broker-Deder, the
Auction Agent and the Authority. (BC)

TAX CERTIFICATE for the Series 2007 Bonds, together with
exhibits thereto, pursuant to Section 9(f)(22) of the Purchase
Contract. (BC)

Index

Number

10

11

II.DOCUMENTSRELATING TO THE SALE OF THE SERIES 2007 BONDS

Executed counterparts of the BOND PURCHASE CONTRACT,
dated April 11, 2007 (the “Purchase Contract”), by and among the
Underwriter, the City and the Authority. (UC)

PRELIMINARY OFFICIAL STATEMENT, dated April 5, 2007,
pursuant to Section 9(f)(4) of the Purchase Contract. (DC)

Certificate of the Authority as to the finality of the Preliminary
Official Statement. (DC)

PRELIMINARY BLUE SKY MEMORANDUM, dated April 5,
2007. (UC)

OFFICIAL STATEMENT, dated April 11, 2007, pursuant to
Section 9(f)(4) of the Purchase Contract. (DC)

RECEIPT FOR SERIES 2007 BONDS, executed by the Underwriter.
(BC)

SPECIMEN BOND. (BC)

RATING LETTERS from Fitch and S& P for the Series 2007 Bonds,
together with UNDERLYING RATING LETTERS, pursuant to
Section 9(f)(25) of the Purchase Contract. (Insurer and UW)

(iii)

12

13

14

15

16

17

18
19



Document

Number

9.

10.

Executed counterparts of the CONTINUING DISCLOSURE
AGREEMENT, dated April 18, 2007 (the “Continuing Disclosure
Agreement”), by and between the City and the Trustee. (DC)

California Debt and Investment Advisory Commission (i) REPORT
OF PROPOSED DEBT ISSUANCE; (ii)) ACKNOWLEDGEMENT;
and (iii) REPORT OF FINAL SALE, pursuant to Section 9(f)(23) of
the Purchase Contract. (BC)

1. ESCROW AGREEMENTSAND VERIFICATION REPORT

ESCROW AGREEMENT relating to the 1997 Bonds, dated as of
April 1, 2007, between the Authority and the 1997 Escrow Agent.
(BC)

ESCROW AGREEMENT relating to the 1998 Bonds, dated as of
April 1, 2007, between the Authority and the 1998 Escrow Agent.
(BC)

Copy of the executed VERIFICATION REPORT relating to the 1997
Bonds and the 1998 Bonds, pursuant to Section 9(f)(27) of the
Purchase Contract. (Verification Agent)

IV.DOCUMENTSRELATING TO THE AUTHORITY

Certified copy of Resolution No. 01-2007 of the Commission of the
Authority, adopted on April 3, 2007, entitled “A RESOLUTION OF
THE MODESTO PUBLIC FINANCING AUTHORITY
APPROVING AND AUTHORIZING THE ISSUANCE AND SALE
OF NOT TO EXCEED $65,000,000 AGGREGATE PRINCIPAL
AMOUNT OF LEASE REVENUE REFUNDING AND CAPITAL
IMPROVEMENT BONDS, SERIES 2007; APPROVING THE
FORMS OF AND AUTHORIZING THE EXECUTION AND
DELIVERY OF AN INDENTURE, A SUBLEASE, A FACILITY
LEASE, A PURCHASE CONTRACT, AN AUCTION
AGREEMENT, A BROKER-DEALER AGREEMENT, A SWAP
AGREEMENT AND THE ESCROW  AGREEMENTS;
APPROVING THE FORM OF AND AUTHORIZING THE
DISTRIBUTION OF AN OFFICIAL STATEMENT; AND
APPROVING CERTAIN OTHER RELATED ACTIONS.” (BC)

CLOSING CERTIFICATE of the Authority, pursuant to
Section 9(f)(13) of the Purchase Contract. (BC)

(iv)

Index

Number

20

21

22

23

24

25

26



Document

Number

3.

CERTIFICATE Regarding Joint Exercise Of Powers Agreement,
together with Exhibits. (BC)

AFFIDAVITS OF FILING OF CERTIFIED SIGNATURE. (BC)

DTC Blanket Issuer LETTER OF REPRESENTATIONS for the
Authority, pursuant to Section 9(f)(24) of the Purchase Contract.
(BC)

WRITTEN REQUEST OF THE AUTHORITY to the Trustee and
TRUSTEE CERTIFICATE OF DELIVERY AND PAYMENT.
(BC)

COSTS OF ISSUANCE REQUISITION of the Authority. (BC)

V.DOCUMENTSRELATINGTOTHECITY

Certified copy of Resolution No. 2007-216 of the City Council of the
City, adopted April 3, 2007, entitled “A RESOLUTION OF THE
CITY COUNCIL OF THE CITY OF MODESTO APPROVING
AND AUTHORIZING THE ISSUANCE AND SALE BY THE
MODESTO PUBLIC FINANCING AUTHORITY OF NOT TO
EXCEED $65,000,000 AGGREGATE PRINCIPAL AMOUNT OF
LEASE REVENUE REFUNDING AND CAPITAL
IMPROVEMENT BONDS, SERIES 2007; APPROVING THE
FORMS OF AND AUTHORIZING THE EXECUTION AND
DELIVERY OF A SUBLEASE, A FACILITY LEASE, A
PURCHASE CONTRACT, A CONTINUING DISCLOSURE
AGREEMENT AND A SWAP AGREEMENT; APPROVING THE
FORM OF AND AUTHORIZING THE DISTRIBUTION OF AN
OFFICIAL STATEMENT; AND APPROVING CERTAIN OTHER
RELATED ACTIONS.” (BC)

Proof of Publication of the NOTICE OF PUBLIC HEARING,
published on March 22, 2007 in The Modesto Bee. (BC)

Notices sent to the California Debt and Investment Advisory
Commission and California Attorney General, pursuant to Section
6586.5(a)(3)(A) and Section 6586.7(a) of the California Government
Code. (BC)

CLOSING CERTIFICATE of the City, pursuant to Section 9(f)(12)
of the Purchase Contract. (BC)

(v)

Index

Number

27

28

29

30

31

32

33

34

35



Document

Number

5.

6.

1998 TITLE INSURANCE POLICY (showing 2007 Trustee as co-
insured). (City)

CERTIFICATE of the Risk Manager. (BC)

Index

Number

36

37

VI.DOCUMENTSRELATING TO THE REDEVELOPMENT AGENCY

1

1

CLOSING CERTIFICATE of the Redevelopment Agency, pursuant
to Section 9(f)(14) of the Purchase Contract. (BC)

VII.DOCUMENTSRELATING TO THE FINANCING AGENCY

CLOSING CERTIFICATE of the Financing Agency, pursuant to
Section 9(f)(15) of the Purchase Contract. (BC)

38

39

VIII.DOCUMENTSRELATING TO THE TRUSTEE AND 1998 ESCROW AGENT

1

CERTIFICATE of the Trustee and 1998 Escrow Agent, pursuant to
Sections 9(f)(19) and 9(f)(21) of the Purchase Contract. (BC)

IX. DOCUMENTSRELATING TO THE 1997 ESCROW AGENT

CERTIFICATE of the 1997 Escrow Agent, pursuant to
Section 9(f)(21) of the Purchase Contract. (BC)

X.DOCUMENTSRELATING TO THE AUCTION AGENT

CERTIFICATE of the Auction Agent, pursuant to Section 9(f)(26) of
the Purchase Contract. (BC)

X1.DOCUMENTSRELATING TO THE INSURER

CERTIFICATE of the Insurer, pursuant to Section 9(f)(16) of the
Purchase Contract. (Insurer)

SPECIMEN INSURANCE POLICY. (Insurer)
X11. OPINIONS

FINAL OPINION of Bond Counsel, pursuant to Section 9(f)(5) of
the Purchase Contract. (BC)

SUPPLEMENTAL OPINION and RELIANCE LETTER of Bond
Counsal, pursuant to Sections 9(f)(6) and 9(f)(5) of the Purchase
Contract. (BC)

(vi)

40

41

42

43

45

46



Document

Number

3.

10.

11.

DEFEASANCE OPINION relating to the 1997 Bonds and 1998
Bonds, pursuant to Section 9(f)(7) of the Purchase Contract. (BC)

OPINION OF CITY ATTORNEY, pursuant to Section 9(f)(8) of the
Purchase Contract. (City Attorney)

OPINION OF AUTHORITY COUNSEL, pursuant to Section 9(f)(9)
of the Purchase Contract. (Authority Counsel)

OPINION OF REDEVELOPMENT AGENCY COUNSEL, pursuant
to Section 9(f)(10) of the Purchase Contract. (Redevelopment
Agency Counsel)

OPINION OF FINANCING AGENCY COUNSEL, pursuant to
Section 9(f)(11) of the Purchase Contract. (Financing Agency
Counsel)

OPINION OF DISCLOSURE COUNSEL, pursuant to
Section 9(f)(17) of the Purchase Contract. (DC)

OPINION OF TRUSTEE AND 1998 ESCROW AGENT
COUNSEL, pursuant to Sections9(f)(18) and 9(f)(20) of the
Purchase Contract. (Trustee Counsel)

OPINION OF 1997 ESCROW AGENT COUNSEL, pursuant to
Section 9(f)(20) of the Purchase Contract. (1997 Escrow Agent
Counsel)

OPINION OF COUNSEL TO THE INSURER. (Insurer)

XI11.DOCUMENTSRELATING TO THE INTEREST RATE SWAP

Executed counterparts of the International Swap Deders
Association, Inc. MASTER AGREEMENT (Local Currency—Single
Jurisdiction) (the “Swap Agreement”), dated as of April 11, 2007, by
and between Swap Provider and the Authority. (Swap Provider and
BC)

Executed counterparts of the U.S. MUNICIPAL COUNTERPARTY
SCHEDULE (the “Schedule’) to the International Swap Deders
Association, Inc. Master Agreement, dated as of April 11, 2007, by
and between Swap Provider and the Authority. (Swap Provider and
BC)

(vii)

Index

Number

a7

48

49

50

51

52

53

55

S7



Document

Number

3.

10.

11.

Executed counterparts of the International Swap Deders
Association, Inc. CREDIT SUPPORT ANNEX to the Schedule to the
International Swap Dedlers Association, Inc. Master Agreement,
dated as of April 11, 2007, by and between Swap Provider and the
Authority. (Swap Provider and BC)

Executed counterparts of CONFIRMATION (Ref. # 5155191) of
Bank of America, N.A. (the “Confirmation”), dated April 12, 2007.
(Swap Provider and BC)

AUTHORITY SIGNATURE AND INCUMBENCY
CERTIFICATE, dated April 11, 2007, as to the incumbency and
signatures of certain officers, executed by the Authority, as required
by the Swap Agreement. (BC)

SWAP PROVIDER CERTIFICATE, as to incumbency and
signatures of certain officers of Bank of America, N.A.. (Swap
Provider)

SPECIMEN INTEREST RATE SWAP INSURANCE POLICY.
(Insurer)

OPINION OF BOND COUNSEL Regarding Interest Rate Swap, as
required by the Swap Agreement. (BC)

OPINION OF COUNSEL TO BANK OF AMERICA, N.A., as
required by the Swap Agreement. (Swap Provider Counsel)

OPINION OF THE AUTHORITY COUNSEL, as required by the
Swap Agreement. (City Attorney)

OPINION OF COUNSEL TO THE INSURER, as required by the
Swap Agreement. (1C)

XIV.DOCUMENTSRELATING TO RELEASE OF
PROPERTY UNDER 1998 L EASE

Written Consent of Authority. (BC)
Rating Confirmation Letter. (BC)
Notice to Rating Agencies and Bond Insurer. (BC)

Amendment No. 3 to Lease/Purchase Agreement. (BC)

(viii)

Index

Number

58

59

60

61

62

63

64

65

66

67
68
69

70



Document Index

Number Number
5. Amendment No. 2 to Site Lease. (BC) 71
6. Certificate of the City pursuant to Section 5.3 of the 1998 Lease. 72
(BO)
7. Opinion of Bond Counsel. (BC) 73

XV. DOCUMENTSRELATING TO REDUCTION OF
REDEVELOPMENT AGENCY'SREIMBURSEMENT OBLIGATION
UNDER THE REIMBURSEMENT AGREEMENT

1. WRITTEN DIRECTION of the City relating to the Reimbursement 74
Agreement. (BC)

XVI. MISCELLANEOUS

1 DISTRIBUTION LIST. (BC) 75

(ix)



MODESTO PUBLIC FINANCING AUTHORITY

and

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

INDENTURE

Dated as of April 1, 2007

relating to

$62,275,000
MODESTO PUBLIC FINANCING AUTHORITY
LEASE REVENUE REFUNDING AND CAPITAL IMPROVEMENT BONDS
SERIES 2007
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THIS INDENTURE, made and entered into as of April 1, 2007, by and between the
MODESTO PUBLIC FINANCING AUTHORITY, a joint exercise of powers authority duly
organized and existing under the laws of the State of California (the “Authority”), and THE
BANK OF NEW YORK TRUST COMPANY, N.A., a national banking association organized
and existing under and by virtue of the laws of the United States of America, being qualified to
accept and administer the trusts hereby created, as trustee (the “ Trustee”);

WITNESSETH:

WHEREAS, the Authority is a joint exercise of powers authority duly organized and
operating pursuant to Article 1 of Chapter 5 of Division 7 of Title 1 of the Government Code of
the State of California;

WHEREAS, Article 4 of Chapter 5 of Division 7 of Title 1 of the Government Code of
the State of California authorizes and empowers the Authority to issue bonds to assist local
agencies in financing and refinancing projects and programs consisting of certain public capital
improvements or working capital or liability and other insurance needs whenever a local agency
determines that there are significant public benefits from so doing;

WHEREAS, the Authority previously issued its Lease Revenue Bonds, Series 1997 (John
Thurman Field Renovation Project) (the “1997 Bonds’) and Lease Revenue Bonds, Series 1998
(Capital Improvements and Refinancing Project) (the “1998 Bonds’ and, together with the 1997
Bonds, the “Prior Bonds”) to assist in the financing of certain public capital improvementsin the
City of Modesto, California (the “ City”);

WHEREAS, the Authority desires to issue its Lease Revenue Refunding and Capital
Improvement Bonds, Series 2007 (the “ Series 2007 Bonds”) for the purposes, among others, of
refunding all of the 1997 Bonds and a portion of the 1998 Bonds and, to that end, the Authority
desires to enter into an escrow agreement related to the 1997 Bonds, dated April 1, 2007 (the
“1997 Escrow Agreement”) by and between the Authority and U.S. Bank National Association
(as successor trustee), as escrow agent thereunder (the “1997 Escrow Agent”) and an escrow
agreement related to the 1998 Bonds, dated April 1, 2007 (the “1998 Escrow Agreement” and
together with the 1997 Escrow Agreement, the “Escrow Agreements’) by and between the
Authority and The Bank of New York Trust Company, N.A. (as successor trustee), as escrow
agent thereunder (the “1998 Escrow Agent”);

WHEREAS, the Authority also desires to issue the Series 2007 Bonds for the purposes of
providing financing for certain additional improvements to John Thurman Field located within
the City (as hereinafter more fully defined, the “2007 Project”);

WHEREAS, the Authority desires to enter into a Facility Lease, dated as of April 1, 2007
(the “Facility Lease”) with the City, which Facility Lease shall provide for the payment by the
City of amounts sufficient, together with certain amounts, and with income from the investment
thereof, held in the funds and accounts established under this Indenture, to enable the Authority
to pay the principal of and interest on the Series 2007 Bonds and other costs incurred in
connection with the 2007 Project;
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WHEREAS, as security for the Series 2007 Bonds, the Authority will assign and pledge
to the Trustee its rights under the Facility Lease;

WHEREAS, in order to provide for the authentication and delivery of the Series 2007
Bonds and Additional Bonds issued hereunder, to establish and declare the terms and conditions
upon which such Bonds are to be issued and secured and to secure the full and timely payment of
the principal thereof and premium, if any, and interest thereon, the Authority has authorized the
execution and delivery of this Indenture;

WHEREAS, in order to manage interest rate risk with respect to the Series 2007 Bonds,
the Authority and the City have authorized the execution of the Swap Agreement (including the
schedule thereto), dated April 11, 2007, between the Authority and Bank of America, N.A., and
pursuant thereto confirmation, dated as of April 12, 2007, between the Authority and Bank of
America, N.A.; and

WHEREAS, the Authority has determined that all acts and proceedings required by law
necessary to make the Bonds, when executed by the Authority, authenticated and delivered by
the Trustee and duly issued, the valid, binding and legal obligations of the Authority payable in
accordance with their terms, and to constitute this Indenture a valid and binding agreement of the
parties hereto for the uses and purposes herein set forth in accordance with its terms, have been
done and taken, and the execution and delivery of this Indenture have been in all respects duly
authorized;

GRANTING CLAUSE

NOW, THEREFORE, THIS INDENTURE WITNESSETH, that in order to secure the
full and timely payment of the principal of, premium, if any, and the interest on all Bonds at any
time issued and outstanding under this Indenture, according to their tenor, and to secure the
performance and observance of all the covenants and conditions therein and herein set forth, and
to declare the terms and conditions upon and subject to which the Bonds are to be issued and
received, and in consideration of the premises and of the mutual covenants herein contained and
of the purchase and acceptance of the Bonds by the holders thereof, and for other valuable
considerations, the receipt whereof is hereby acknowledged, the Authority does hereby assign
and pledge, bargain, sell, convey, transfer, and grant a security interest in, to Trustee, and its
successors in trust and assigns forever al right, title and interest of the Authority in and to
Revenues (as hereinafter defined). Any security or Bond Insurance provided for specific Bonds
or a specific Series of Bonds, as provided by Supplemental Indenture, may secure only such
specific Bonds or Series of Bonds and, therefore, shall not be included as security for all Bonds
under this Indenture. Nothing herein shall prevent additional security being provided to specific
Bonds or Series of Bonds or the creation of a bond reserve fund therefor under any Supplemental
Indenture.
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ARTICLE

DEFINITIONS; CONTENT OF CERTIFICATES AND OPINIONS

SECTION 1.01. Definitions. Unless the context otherwise requires, the terms defined in
this Section shall, for all purposes of this Indenture and of any indenture supplemental hereto and
of any certificate, opinion or other document herein mentioned, have the meanings herein
specified, to be equally applicable to both the singular and plural forms of any of the terms
herein defined.

Accreted Value

“Accreted Value’” means, with respect to Capital Appreciation Bonds, as of the date of
calculation, the Denominational Amount thereof plus the interest accrued thereon to such date of
calculation, compounded from the date of initial delivery at the interest rate thereof on each
March 1 and September 1, as determined in accordance with the Supplemental Indenture
authorizing the Capital Appreciation Bonds.

Act

“Act” means the Joint Exercise of Powers Act (being Chapter 5 of Division 7 of Title1
of the Government Code of the State), as the same is now in effect and as from time to time
hereafter amended or supplemented.

Additional Bonds

“Additional Bonds’ means any Bonds issued hereunder pursuant to the provisions of
Section 3.07 and a Supplemental Indenture.

Additional Payments

“Additional Payments” means the payments so designated and required to be made by the
City pursuant to Section 3.02 of the Facility Lease.

Alternate Liquidity Facility

“Alternate Liquidity Facility” means a letter of credit, insurance policy, line of credit,
surety bond, standby purchase agreement or other security or liquidity instrument, as the case
may be, for the applicable Series of Bonds and issued in accordance with the terms hereof with
respect to such Series of Bonds as a replacement or substitute for any Liquidity Facility then in
effect.

Alternate Rate

“Alternate Rate” means, on any Rate Determination Date, for any Series of Bonds in a
Daily Mode, a Weekly Mode, a Flexible Rate Mode or a Term Rate Mode, a rate per annum
equal to (a) the BMA Municipal Swap Index of Municipal Market Data, formerly the PSA
Municipal Swap Index (as such term is defined in the 1992 ISDA U.S. Municipa Counterparty
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Definitions) (the “BMA Rate”) most recently available as of the date of determination, or (b) if
such index is no longer available, or if the BMA Rate is no longer published, the Kenny Index
(as such term is defined in the 1992 ISDA U.S. Municipal Counterparty Definitions), or (c) if
neither the BMA Rate nor the Kenny 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 Bond Market Association to determine the
BMA Rate just prior to when The Bond Market Association stopped publishing the BMA Rate.
If there is no Remarketing Agent for such Series of Bonds, 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 the Trustee shall make the determinations
required by this definition, or if the Trustee shall decline to make such determination, afinancia
advisor, investment banker or other qualified party shall make such determination at the expense
of the Authority.

ARS

“ARS’ means Auction Rate Securities.
ARS Bonds

“ARS Bonds’ means any Series of Bondsin the ARS Mode.
ARS Mode

“ARS Mode’ means the Mode during which a Series of Bonds evidence interest at the
ARS Rate.

ARS Rate
“ARS Rate” shall have the meaning specified in Exhibit B.

ARS Rate Convention Date

“ARS Rate Conversion Date” shall have the meaning specified in Exhibit B.

Auction Agreement

“Auction Agreement” shall have the meaning specified in Exhibit B.

Authority

“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

“Authority Account” means the account by that name in the Bond Purchase Fund
established pursuant to Section 4.17.
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Authorized Denominations

“Authorized Denominations’ means, with respect to a Series of Bonds in (i) a Daily
Mode or Weekly Mode, $100,000 and any integral multiple of $5,000 in excess thereof; (ii) a
Flexible Mode, $100,000 and any integral multiple of $1,000 in excess thereof; (iii) a Term Rate
Mode or Fixed Rate Mode, $5,000 and any integral multiple thereof; and (iv) the ARS Mode,
$25,000 and any integral multiple thereof.

Authorized Officer or Authorized Representative

“Authorized Officer” or “Authorized Representative” means, with respect to the
Authority, any of its Chairperson, Vice Chairperson, Executive Director, Auditor and Treasurer
or any other person designated as an Authorized Representative and, with respect to the City
means the Mayor, City Manager, Finance Director or any other officer of the City designated by
any such office as an Authorized Representative.

Automatic Termination Event

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

Base Rental Payments

“Base Rental Payments’ means all amounts payable to the Authority from the City as
Base Rental Payments pursuant to Section 3.01 of the Facility Lease.

Beneficial Owner

“Beneficial Owner” means any Person which has or shares the power, directly or
indirectly, to make investment decisions concerning ownership of any of the Bonds (including
any Person holding Bonds through nominees, depositories or other intermediaries).

Bond Counsel

“Bond Counsel” means Sidley Austin LLP or another attorney-at-law, or firm of such
attorneys, of nationally recognized standing in matters pertaining to the tax-exempt nature of
interest on obligations issued by states and their political subdivisions and acceptable to the
Authority.

Bond | nsurer

“Bond Insurer” means any issuer of a Bond Insurance Policy with respect to a Series of
Bonds.

SF1 1445588 47922/34



Bond Insurance Policy

“Bond Insurance Policy” means the financial guaranty insurance policy issued by the
related Bond Insurer insuring the payment when due of principal of and interest on the related
Insured Bonds.

Bond Purchase Fund

“Bond Purchase Fund” means the fund by that name established pursuant to Section 4.17
Bonds

“Bonds’ means, collectively, the Series 2007 Bonds and any Additional Bonds issued,
and at any time Outstanding pursuant to this Indenture.

“Capital Appreciation Bonds’” means the Bonds of any Series designated as Capital
Appreciation Bonds in the Supplemental Indenture providing for the issuance of such Series and
on which interest is compounded and paid at maturity or on prior redemption.

“Current Interest Bonds’ means the Series 2007 Bonds and Bonds of any other Series
designated as Current Interest Bonds in the Supplemental Indenture providing for the issuance of
such Series of Bonds and which pay interest at least semiannually to the Owners thereof
excluding the first payment of interest thereon.

“Serial Bonds’” means the Bonds, maturing in specified years, for which no mandatory
Sinking Fund Installments are provided.

“Term Bonds’ means the Bonds payable at or before their specified maturity date or
dates from Sinking Fund Installments established for that purpose and calculated to retire such
Bonds on or before their specified maturity date or dates.

Business Day

“Business Day” means any day on which banks located in New York, New York,
San Francisco, California and the city in which the Principal Office of the Trustee is located are
not required or authorized to be closed and on which The New Y ork Stock Exchange is open.

Certificate, Statement, Reguest or Requisition of the Authority or the City

“Certificate,” “Statement,” “Request” and “Requisition” of the Authority or the City
means, respectively, a written certificate, statement, request or requisition signed in the name of
the Authority by its Authorized Officer or such other person as may be designated and
authorized to sign for the Authority and signed in the name of the City by its Authorized Officer
or such other person as may be designated and authorized to sign for the City in writing to the
Trustee. Any such instrument and supporting opinions or representations, if any, may, but need
not, be combined in a single instrument with any other instrument, opinion or representation, and
the two or more so combined shall be read and construed as a single instrument. If and to the
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extent required by Section 1.02, each such instrument shall include the statements provided for in
Section 1.02.

City

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

Code

“Code’” means the Internal Revenue Code of 1986, or any successor statute thereto and
any regulations promulgated thereunder.

Conversion Date

“Conversion Date” shall have the meaning specified in Exhibit B.

Costs of Issuance

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the Authority or the City and related to the authorization, issuance, sale and
delivery of the Bonds, including but not limited to advertising and printing costs, costs of
preparation and reproduction of documents, filing and recording fees, initial fees and charges of
the Trustee, initial and ongoing fees and charges of the Authority, legal fees and charges, fees
and disbursements of consultants and professionals, title insurance fees, Rating Agency fees, fees
and charges for preparation, execution, transportation and safekeeping of the Bonds, and any
other cost, charge or fee in connection with the original issuance of the Bonds.

Costs of Issuance Fund

“Costs of Issuance Fund” means the fund by that name established pursuant to
Section 3.03.

Current Mode
“Current Mode” shall have the meaning specified in Section 2.15(A)(1) hereof.

Dally Mode

“Daily Mode” means the Mode during which any Series of Bonds evidence interest at the
Daily Rate.

Dally Rate

“Daily Rate” means the per annum interest rate with respect to a Series of Bonds in the
Daily Mode determined pursuant to Section 2.12 hereof.
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Daily Rate Period

“Daily Rate Period” means the period during which a Series of Bonds 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.

Date of Issuance

“Date of Issuance,” with respect to each Series of Bonds, means the date of issuance and
delivery for such Series of Bonds and, with respect to the Series 2007 Bonds, means April 18,
2007.

Debt Service

“Debt Service” means, for any Fiscal Year or other period, the sum of (a) the interest
accruing during such Fiscal Year or other period on all Outstanding Bonds and Swaps assuming
that all Outstanding Serial Bonds are retired as scheduled and that all Outstanding Term Bonds
are redeemed or paid from sinking fund payments as scheduled (except to the extent that such
interest is to be paid from the proceeds of sale of any Bonds so long as such funded interest isin
an amount equal to the gross amount necessary to pay such interest on the Bonds and is invested
in United States Government Obligations which mature no later than the related Interest Payment
Date), (b) the principal amount of all Outstanding Serial Bonds maturing during such Fiscal Y ear
or other period, and (c) the principal amount of all Outstanding Term Bonds required to be
redeemed or paid (together with the premiums, if any, thereon) during such Fiscal Y ear or other
period; provided, that the foregoing shall be subject to adjustment and recal culation as follows:

Q) with respect to Capital Appreciation Bonds, the Accreted Value payment
shall be deemed a principa payment; and

2 with respect to Swaps and Swapped Bonds, the interest payments shall be
adjusted to give effect to the Swap in such manner and to such extent (1) as may be
required under generally accepted accounting principles, consistently applied or (2) as
shall be stated in a Certificate of the Authority (which Certificate shall be delivered to the
Trustee concurrently with the later of the issuance of the Swapped Bonds or the execution
of the Swap) in such manner as shall present fairly the reasonably expected Debt Service
on the Swap and Swapped Bonds after the execution of the Swap; and

3 with respect to Variable Rate Bonds, the interest payments shall be
calculated at a rate equal to 150% of the highest rate borne by such Bonds in the last
12 months or with respect to the initial issuance of such Variable Rate Bonds at 150% of
the highest rate borne by a comparable issue of bonds as certified to by the Remarketing
Agent or Broker-Dedler.

Delayed Remarketing Period

“Delayed Remarketing Period” shall have the meaning specified in Section 4.18 hereof.
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Depository

“Depository” means DTC or another recognized securities depository selected by the
Authority which maintains a book-entry system for the Bonds.

DTC
Theterm “DTC” means The Depository Trust Company, New Y ork, New Y ork.

Electronic Means

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

Eligible Bonds

“Eligible Bonds’ means any Bonds other than Liquidity Facility Bonds or Bonds owned
by, for the account of, or on behalf of, the Authority or the City.

Event of Default

“Event of Default” means any of the events specified in Section 7.01.

Expiration Date

“Expiration Date’” means (i) the date upon which a Liquidity Facility is scheduled to
expire (taking into account any extensions of such Expiration Date by virtue of extensions of a
particular Liquidity Facility, from time to time) in accordance with its terms, including without
limitation termination upon delivery of an Alternate Liquidity Facility and (ii) the date upon
which aLiquidity Facility terminates following voluntary termination by the Authority.

Extraordinary Swap Payment

“Extraordinary Swap Payment” means any termination payment or any payment other
than a Regular Swap Payment due under or pursuant to a Swap.

Facility Lease

“Facility Lease” means that certain lease entitled “Facility Lease” by and between the
Authority and the City, dated as of April 1, 2007, which lease or a memorandum thereof was
recorded in the office of the County Recorder of the County of Stanislaus on April 18, 2007
under Recorders Serial No. 2007-0048575-00, as originally executed and recorded or as it may
from time to time be supplemented, modified or amended pursuant to the provisions hereof and
thereof.
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Favorable Opinion of Bond Counsdl

“Favorable Opinion of Bond Counsel” means an opinion of Bond Counsel addressed to
the Authority and the Trustee to the effect that the action proposed to be taken is authorized or
permitted by the laws of the State of California and this Indenture and will not result in the
inclusion of interest on the Bonds in gross income for federal income tax purposes.

Fisca Year

“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 asits Fiscal Y ear.

Fitch

“Fitch” means Fitch Ratings, a corporation organized and existing under the laws of the
State of Delaware, its successors and their assigns, or, if such corporation shall be dissolved or
liquidated or shall no longer perform the functions of a securities rating agency, then “Fitch”
shall be deemed to refer to any other nationally recognized securities rating agency selected by
the Authority.

Fixed Rate

“Fixed Rate” means the per annum interest rate or interest rates evidenced by Fixed Rate
Bonds determined pursuant to Section 2.13(B) hereof.

Fixed Rate Bonds

“Fixed Rate Bonds’ means a Series of Bonds in a Fixed Rate Mode that are not Swapped
Bonds.

Fixed Rate Mode

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

Fixed Rate Period

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

Fixed Rate Remarketing Agent

“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 Bonds of a Series upon their being converted to a Fixed Rate Mode in
accordance with the terms and provisions set forth herein.

10
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Flexible Mode

“Flexible Mode” means the Mode during a Series of Bonds evidence interest at Flexible
Rates.

Flexible Rate

“Flexible Rate” means the per annum interest rate determined for the Flexible Rate
Bonds pursuant to Section 2.11 hereof.

Flexible Rate Bonds

“Fexible Rate Bonds’ means any Series of Bondsin a Flexible Mode.

Flexible Rate Period

“Fexible Rate Period” means, with respect to the Flexible Rate Bond, the period of from
one (1) to three hundred ninety-seven (397) calendar days (which Flexible Rate Period must end
on aday preceding a Business Day) during which a Flexible Rate Bond shall evidence interest at
a Flexible Rate, as established by the Remarketing Agent pursuant to Section 2.11 hereof.

Holder, Bondholder or Owner

“Holder,” “Bondholder” or “Owner,” whenever used herein with respect to a Bond,
means the Person in whose name such Bond is registered.

Immediate Termination Date

“Immediate Termination Date” means the date on which a Liquidity Facility Provider's
obligation to advance funds or purchase Bonds under a Liquidity Facility terminates or is
suspended immediately in accordance with its terms.

Indenture

“Indenture” means this Indenture, as originally executed or as it may from time to time be
supplemented, modified or amended by any Supplemental Indenture.

Insured Bonds

“Insured Bonds’ means the Series 2007 Bonds, together with any Bonds identified as
Insured Bonds pursuant to a Supplemental Indenture and insured by a Bond Insurance Policy.

| nterest Account

“Interest Account” means the account by that name in the Revenue Fund established
pursuant to Section 5.02.

11
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Interest Accrual Period

“Interest Accrual Period” means the period during which Bonds 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 Bonds) to,
but not including, the Interest Payment Date on which interest is to be paid. If, at the time of
authentication of any Bond, interest isin default or overdue with respect to the Bonds, such Bond
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 Bonds.

I nterest Payment Date

“Interest Payment Date” means each date on which interest is to be paid and is: (i) with
respect to a Series of Bonds in an ARS Mode, each date defined as an Interest Payment Date in
the ARS Provisions set forth in Exhibit B hereto, and any date that is an ARS Rate Conversion
Date; (ii) with respect to a Series of Bonds in a Flexible Mode, each Mandatory Purchase Date
applicable thereto; (iii) with respect to a Series of Bonds in aDaily Mode or a Weekly Mode, the
first Business Day of each month; (iv) with respect to a Series of Bonds in a Fixed Rate Mode or
a Term Rate Mode, the first day of April or October, which is at least three (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 Bond 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; (v) (without 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 (vi) with respect to any
Liquidity Provider Bonds, the day set forth in the applicable Liquidity Agreement.

Interest Period

“Interest Period” means, for any Series of Bonds in a particular Mode, the period of time
that such Series of Bonds evidence interest at the rate (per annum) which becomes effective at
the beginning of such period, and shall include an ARS Rate Period, a Daily Rate Period, a
Weekly Rate Period, a Flexible Rate Period, a Term Rate Period, and a Fixed Rate Period.

Joint Powers Agreement

“Joint Powers Agreement” means the Joint Exercise of Powers Agreement by and
between the City and the Industrial Development Authority of the City of Modesto, dated as of
December 1, 1989 as originally executed and as it may from time to time be amended or
supplemented pursuant to the provisions hereof and thereof.

L ease Default Event

“Lease Default Event” means any Event of Default occurring under Section 6.01 of the
Facility Lease.

12
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L eased Property

“Leased Property” means the real property described in Exhibit A to the Facility Lease,
together with all property subsequently added thereto, or any property substituted for all or any
portion of the Leased Property in accordance with this Indenture or the Facility Lease.

Liguidity Agreement

“Liquidity Agreement” means any reimbursement agreement, credit agreement, line of
credit agreement, standby purchase agreement or other agreement, between a Bond Insurer or a
Liquidity Facility Provider, as applicable, and the Authority and/or the City, as the same may be
amended from time to time pursuant to its terms.

Liquidity Facility

“Liquidity Facility” means aline of credit, letter of credit, standby purchase agreement or
similar liquidity facility issued by a commercial bank or other financial institution or, in the
event of the delivery or availability of an Alternate Liquidity Facility, such Alternate Liquidity
Facility.

Liguidity Facility Account

“Liquidity Facility Account” means the account by that name in the Bond Purchase Fund
established pursuant to Section 4.17.

Liquidity Facility Bonds

“Liquidity Facility Bonds’ means Bonds purchased with moneys drawn under (or
otherwise obtained pursuant to the terms of) a Liquidity Facility, but excluding Bonds no longer
considered to be Liquidity Facility Bonds in accordance with the terms of the applicable
Liquidity Facility.

Liguidity Facility Provider

“Liquidity Facility Provider” means the commercial bank, insurance company, pension
fund or other financia institution issuing (or having primary obligation, or acting as agent for the
financial institutions obligated, under) a Liquidity Facility then in effect.

Long-Term Interest Period

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

Long-Term Mode

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

13
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Mandatory Purchase Date

“Mandatory Purchase Date” means. (i) with respect to a Flexible Rate Bond, the first
Business Day following the last day of each Flexible Rate Period with respect to such Flexible
Rate Bond; (ii) for any Series of Bonds in a Term Rate Mode, the first Business Day following
the last day of each Term Rate Period for such Bonds; (iii) any Mode Change Date (except a
change in Mode between the Daily Mode and the Weekly Mode); (iv) any Substitution Date;
(v) the fifth (5th) Business Day prior to an Expiration Date; (vi) the date specified by the Trustee
following the occurrence of an event of default with respect to the Liquidity Facility which
requires or gives the Liquidity Facility Provider the option to terminate the Liquidity Facility
upon notice and requires that all Outstanding Bonds secured by such Liquidity Facility be
tendered for purchase under the applicable Liquidity Agreement, which date shall be a Business
Day not less than twenty (20) 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 a Series of Bonds in a Daily Mode or a Weekly
Mode, any Business Day specified by the Authority in a notice delivered to the Trustee, 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) for a Series of Bonds in an ARS Mode, any date on
which such Series of Bonds may be prepaid by the Authority in anotice delivered to the Trustee,
which Mandatory Purchase Date should be not less than forty-five (45) days (or such lesser
period as shall be agreed to by the Trustee) after the Trustee's receipt of such notice from the
Authority, and which notice shall be accompanied by a Favorable Opinion of Bond Counsel.

Maturity Date

“Maturity Date” means the final date upon which principal is due on a Series of Bonds,
which is September 1, 2033 with respect to the Series 2007 Bonds.

Maximum Annual Base Rental Payment

“Maximum Annual Base Rental Payment” means the maximum annual payment which
the City may be obligated to make with respect to the Base Rental Payments for the 2007
Project, as provided in the Facility Lease, or for any Subsequent Project, as provided and
determined in a supplement to the Facility Lease.

Maximum Rate

“Maximum Rate” means, with respect to all Bonds other than Liquidity Facility Bonds,
12% per annum, and with respect to Liquidity Facility Bonds, such rate as is provided for in the
applicable Liquidity Facility and not greater than 25% per annum; provided, however, that the
Maximum Rate shall not exceed the highest rate then permitted by law.

Mode

“Mode’ means, as the context may require, the ARS Mode, the Daily Mode, the Weekly
Mode, the Flexible Mode, the Term Rate Mode, or the Fixed Rate Mode.
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Mode Change Date

“Mode Change Date” means with respect to a Series of Bonds in a particular Mode, the
day on which another Mode for such Series of Bonds begins, and includes an ARS Rate
Conversion Date and a Conversion Date.

M ode Change Notice

“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 a Series of Bonds.

Moody’s

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

Nationally Recognized Municipal Securities Information Repository or NRMSIR

“Nationally Recognized Municipal Securities Information Repository” or “NRMSIR”
means each such repository identified by the Securities Exchange Commission as such from time
to time.

New Mode
“New Mode” shall have the meaning specified in Section 2.15(A)(1) hereof.

Noticed Termination Date

“Noticed Termination Date” means the date on which a Liquidity Facility Providers
obligation to advance funds or purchase Bonds under a Liquidity Facility terminates as stated in
the Liquidity Facility Providers notice of termination delivered pursuant to the Liquidity Facility
due to a default under specified sections of the Liquidity Facility, which date of termination shall
be twenty (20) days (or such longer period as is specified in the Liquidity Facility) after the date
of receipt by the Trustee of such notice.

Notice Parties

“Notice Parties” means the Authority, the City, the Trustee, the Bond Insurer, if any, the
Liquidity Facility Provider, if any, the Broker-Dedler, if any, the Auction Agent, if any, the
Remarketing Agent, if any, and the Fixed Rate Remarketing Agent, if any.

Opinion of Counsel

“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.
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Optional Redemption Account

“Optional Redemption Account” means the account by that name in the Redemption
Fund established pursuant to Section 5.07.

Outstanding

“Outstanding,” when used as of any particular time with reference to Bonds, means
(subject to the provisions of Section11.10) all Bonds theretofore, or thereupon being,
authenticated and delivered by the Trustee under this Indenture except (1) Bonds theretofore
canceled by the Trustee or surrendered to the Trustee for cancellation; (2) Bonds with respect to
which all liability of the Authority shall have been discharged in accordance with Section 10.01
including Bonds (or portions of Bonds) referred to in Section 11.10; and (3) Bonds for the
transfer or exchange of or in lieu of or in substitution for which other Bonds shall have been
authenticated and delivered by the Trustee pursuant to this Indenture and when used with
reference to Swaps, means all Swaps that have not been terminated pursuant to the terms thereof
and all Swaps pursuant to which the Authority has existing or future obligations.

Permitted Encumbrances

“Permitted Encumbrances’ means (1) liens for general ad val orem taxes and assessments,
if any, not then delinquent, or which the City may, pursuant to the Facility Lease, permit to
remain unpaid; (2) easements, rights of way, minera rights, drilling rights and other rights,
reservations, covenants, conditions or restrictions which exist of record as of the date of
recordation of the Facility Lease in the office of the County Recorder of the County of Stanislaus
and which the City certifies in writing will not materially impair the use of the Leased Property;
(3) the Sublease, as it may be amended from time to time and the Facility Lease, as it may be
amended from time to time; (4) this Indenture, as it may be amended from time to time; (5) any
right or claim of any mechanic, laborer, materialman, supplier or vendor not filed or perfected in
the manner prescribed by law; (6) easements, rights of way, mineral rights, drilling rights and
other rights, reservations, covenants, conditions or restrictions to which the Authority and the
City consent in writing and certify to the Trustee will not materially impair the ownership
interests of the Authority or use of the Leased Property by the City; and (7) subleases and
assignments of the City which will not adversely affect the exclusion from gross income of
interest on the Bonds.

Permitted | nvestments

“Permitted Investments’ means any of the following obligations if and to the extent then
permitted by law:

Q) Federal Securities;

2 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);
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(©)) 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;

4) 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
commercia 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’sand “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
ingtitution 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;
and (e) the repurchase agreement securities are free and clear of any third-party lien or
clam; or (C)with financia 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
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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 afixed dollar amount at maturity or call date);

(8 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 afinancial 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) TheLoca Agency Investment Fund 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; and

(12) other forms of investments approved in writing by the related Bond
Insurer.

Person

“Person” means an individual, corporation, firm, association, partnership, trust, joint
venture or any other legal entity or group of entities, including a government or political
subdivision or an agency or instrumentality thereof.

Principal Account

“Principal Account” means the account by that name in the Revenue Fund established
pursuant to Section 5.02.
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Principal Office

“Principal Office” means, as appropriate, the designated corporate trust office of (1) the
Trustee, which as of the date hereof is located at 550 Kearny Street, Suite 600, San Francisco,
CA 94108-2527 Attention: Corporate Trust Services.

Project

“Project” means the 2007 Project and any additional facilities or improvements financed
with proceeds of Additional Bonds.

Project Fund
“Project Fund” means the fund by that name established pursuant to Section 3.04.

Provider Payment Account

“Provider Payment Account” means the account by that name established pursuant to
Section 5.02.

Providers

“Providers’ means, collectively, the Swap Providers, the Liquidity Facility Providers, and
the Reserve Facility Providers (if applicable) and any other party to an agreement with the City
or the Authority in connection with the Bonds by which any Related Obligation is created.

Purchase Date

“Purchase Date” means (i) for a Series of Bonds in the Daily Mode or the Weekly Mode,
any Business Day selected by the Beneficial Owner of said Bond pursuant to the provisions of
Section 4.09 hereof, and (ii) any Mandatory Purchase Date.

Purchase Price

“Purchase Price” means an amount equal to the principal amount of a Series of Bonds
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

“Rate Determination Date” means any date on which the interest rate with respect to a
Series of Bonds shall be determined, which: (i) in the case of an ARS Mode, shall be each
Auction Date for the ARS Bonds of each Series; (ii) in the case of a Flexible Mode, shall be the
first day of an Interest Period; (iii) in the case of a Daily Mode, shall be each Business Day
commencing with the first day (which must be a Business Day) a Series of Bonds become
subject to the Daily Mode; (iv) 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 a Series of Bonds, and
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thereafter, shall be each Wednesday or, if Wednesday is not a Business Day, then the Business
Day next succeeding such Wednesday; (V) in the case of a Term Rate Mode, shall be a Business
Day no earlier than fifteen (15) Business Days and no later than the Business Day next preceding
the first day of an Interest Period for such Series of Bonds, as determined by the Remarketing
Agent; and (vi) in the case of a Fixed Rate Mode, shall be a date determined by the Remarketing
Agent which shall be at least one (1) Business Day prior to the Mode Change Date.

Rating Agency

“Rating Agency” means S& P, Moody’ s and Fitch.
Rebate Fund

“Rebate Fund” means the Rebate Fund established pursuant to Section 5.08.
Record Date

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

Redemption Fund

“Redemption Fund” means the fund by that name established pursuant to Section 5.07.

Redemption Price

“Redemption Price’” means, with respect to any Bond (or portion thereof), the principal
amount of such Bond (or portion) plus the applicable premium, if any, payable upon redemption
thereof pursuant to the provisions of such Bond and this Indenture.

Reqular Swap Payment

“Regular Swap Payment” means any net payment (excluding any termination payment)
due on any settlement date based on the swap rate pursuant to the Swap.

Related Obligations

“Related Obligations’ means the obligations of the Authority under any hedge agreement
(including without limitation, any Swap), credit agreement, liquidity agreement or similar
agreement entered into in connection with or related to the Bonds or a series thereof.

Remarketing Agent

“Remarketing Agent” means, with respect to any Series of Bonds, any Remarketing
Agent or successor or additional Remarketing Agent appointed in accordance with this Indenture
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with respect to such Series of Bonds. “Principal Office” of the Remarketing Agent means the
address for the Remarketing Agent designated in writing to the Trustee and the Authority.

Remarketing Agreement

“Remarketing Agreement” means each such agreement between the Authority and a
Remarketing Agent with respect to any Series of Bonds, and any similar agreement with a
successor Remarketing Agent, in each case as from time to time in effect.

Remarketing Proceeds Account

“Remarketing Proceeds Account” means the account by that name within the Bond
Purchase Fund established pursuant to Section 4.17.

Required Stated Amount

“Required Stated Amount” means with respect to a Liquidity Facility, at any time of
calculation, an amount equal to the aggregate principa amount of all Bonds then Outstanding
secured by such Liquidity Facility together with interest accruing thereon (assuming an annual
rate of interest equal to the Maximum Rate) for the period specified in a Certificate of the
Authority to be the minimum period specified by the Rating Agencies then rating such Bonds as
necessary to obtain (or maintain) a specified short-term rating of such Bonds.

Reserve Facility

“Reserve Facility” means a surety bond or insurance policy issued to the Trustee, on
behalf of the Bondholders, by a company licensed to issue an insurance policy guaranteeing the
timely payment of the principal of and interest on the Bonds if such entity shall be rated in the
highest rating categories issued by Moody’s and by S& P, or a letter of credit issued or confirmed
by a state or national bank, or a foreign bank with an agency or branch located in the United
States, which has outstanding an issue of unsecured long term debt securities rated at least equal
to the second highest rating category by Moody’s and S&P, or any combination thereof,
deposited with the Trustee by the Authority to satisfy the Reserve Fund Requirement.

Reserve Facility Costs

“Reserve Facility Costs’ means amounts owed with respect to repayment of draws on a
Reserve Facility, including interest thereon at the rate specified in the agreement pertaining to
such Reserve Facility and expenses owed to the provider of a Reserve Facility.

Reserve Facility Provider

“Reserve Facility Provider” means the provider of a Reserve Facility.
Reserve Fund

“Reserve Fund” means the fund of that name established pursuant to Section 5.05.
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Reserve Fund Reguirement

“Reserve Fund Reguirement” means with respect to all Outstanding Bonds an amount
egual to the lesser of (i) the maximum annual Debt Service attributable to the Outstanding Bonds
and (ii) 125% of average annual Debt Service attributable to the Outstanding Bonds; provided
that with respect to the calculation of the Reserve Fund Requirement upon the issuance of an
Additional Series of Bonds the amount calculated shall be the least of (i) or (ii) above, or the
amount derived by the addition of 10% of the proceeds from the sale of such Series of Additional
Bonds to the Reserve Fund and provided further that the Reserve Fund Requirement shall be
reduced to the extent necessary so that all amounts therein may be deposited from Bond proceeds
without requiring a portion thereof to be yield restricted in accordance with requirements of the
Code. For purposes of determining the Reserve Fund Requirement, the fixed interest rate
assumed for Variable Rate Bonds shall be The Bond Buyer Revenue Bond Index published the
week preceding the sale of such Variable Rate Bonds, as certified by the Authority.

Revenue Fund
“Revenue Fund” means the fund by that name established pursuant to Section 5.01.
Revenues

The term “Revenues’ means, with respect to a Series of Bonds, (i) al Base Rental
Payments and other payments paid by the City and received by the Authority pursuant to the
Facility Lease (but not Additional Payments), (ii) all interest or other income from any
investment, pursuant to Section 5.09, of any money in any fund or account (other than the Rebate
Fund) established pursuant to this Indenture or the Facility Lease, (iii) Swap Revenues, if any,
and (iv) any additional security, pursuant to Section 5.11, for such Series of Bonds provided for
pursuant to a Supplemental Indenture.

X P

“S&P’ means Standard & Poor’'s Ratings Services, a division of The McGraw-Hill
Companies, Inc., a corporation organized and existing under the laws of the State of New Y ork
its successors and their assigns, or, if such corporation shall be dissolved or liquidated or shall no
longer perform the functions of a securities rating agency, then “S& P’ shall be deemed to refer
to any other nationally recognized securities rating agency selected by the Authority.

Securities Depository

“Securities Depository” means The Depository Trust Company and its successors and
assigns, or any other securities depository selected as set forth herein.

Series

“Series’” when used with respect to the Bonds, means all the Bonds designated as being of
the same series, authenticated and delivered in a simultaneous transaction, and any Bonds
thereafter authenticated and delivered upon atransfer or exchange or in lieu of or substitution for
such Bonds as herein provided.
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Series 2007 Bonds

“Series 2007 Bonds’ means the Modesto Public Financing Authority Lease Revenue
Refunding and Capital Improvement Bonds, Series 2007.

Series 2007 Bond Insurance Policy

“Series 2007 Bond Insurance Policy” means the financial guaranty insurance policy
insuring the payment when due of principal of and interest on the Series 2007 Bonds.

Series 2007 Bond Insurer

“Series 2007 Bond Insurer” means CIFG Assurance North America, Inc., a financial
guaranty insurance company incorporated under the laws of the State of New York, the Bond
Insurer with respect to the Series 2007 Bonds.

Sinking Fund Installment

“Sinking Fund Installment” means the amount required to be paid by the Authority on
any single date for the retirement of the principal of Term Bonds.

Specia Redemption Account

“Special Redemption Account” means the account by that name in the Redemption Fund
established pursuant to Section 5.07.

State
“State” means the State of California

Sublease

“Sublease” means that certain sublease entitled “ Sublease” by and between the Authority
and the City, dated as of April 1, 2007, which lease or a memorandum thereof was recorded in
the office of the County Recorder of the County of Stanislaus on April 18, 2007 under Recorders
Serial No. 2007-0048574-00, as originally executed and recorded or as it may from time to time
be supplemented, modified or amended pursuant to the provisions hereof and thereof.

Subsequent Project

“Subsequent Project” means any and all facilities and buildings for use by the City,
whether within or without the City, and all additions, extensions or improvements thereto
hereafter added to the Project and hereafter described by a notice to the Trustee.

Supplemental Indenture

“Supplemental Indenture” means any indenture hereafter duly authorized and entered into
between the Authority and the Trustee, supplementing, modifying or amending this Indenture or
providing for the issuance of Additional Bonds and entered into as provided in Article I X hereof.
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Swap

“Swap” means an interest rate swap, cap, floor, collar or other hedging transaction which
is entered into by the Authority for the purpose of managing interest rate risk with respect to
specified Bonds which are being issued concurrently with the execution of the Swap, which are
proposed to be issued in connection with such Swap, or which are Outstanding at the time of
execution of such Swap.

Swap Payment Date

“Swap Payment Date” means each date on which Regular Swap Payments are to be paid.
Swap Provider
“Swap Provider” means an entity which is a party to a Swap with the Authority.

Swap Revenues

“Swap Revenues’ means the sum of money due to be paid by a Swap Party to the
Authority pursuant to any Swap subject to any netting of payments provided by the applicable
Swap.

Swapped Bonds

“Swapped Bonds’ means the Bonds to which a Swap relates.

Tax Certificate

“Tax Certificate” means the Tax Certificate and Agreement delivered by the Authority
and the City at the time of issuance and delivery of a Series of Bonds, as the same may be
amended or supplemented in accordance with its terms.

Tender Notice Deadline

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

Tender Notice

“Tender Notice” means a notice delivered by Electronic Means or in writing that states:
(i) the principal amount of Bonds of a Series to be purchased pursuant to Section 4.09 hereof; (ii)
the Purchase Date on which such Bonds are to be purchased; (iii) applicable payment
instructions with respect to such Bonds being tendered for purchase; and (iv) an irrevocable
demand for such purchase.
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Term Rate

“Term Rate” means the per annum interest rate for any Series of Bonds in the Term Rate
Mode determined pursuant to Section 2.13(A) hereof.

Term Rate Mode

“Term Rate Mode” means the Mode during which a Series of Bonds evidence interest at
aTerm Rate.

Term Rate Period

“Term Rate Period” means the period from (and including) the Mode Change Date or the
date of initial conversion of a Series of Bonds to a Term Rate Mode, as applicable, to (but
excluding) the last day of the first period that such Series of Bonds shall be in the Term Rate
Mode as established by the Authority pursuant to Section 2.13(A) hereof and, thereafter, the
period from (and including) the beginning date of each successive Interest Rate Period selected
for a Series of Bonds by the Authority pursuant to Section 2.13(A) hereof while such Bonds 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
Indenture, an Interest Period for Bonds in the Term Rate Mode must be at least one hundred
eighty (180) daysin length.

Trustee

“Trustee” means The Bank of New York Trust Company, N.A., a national banking
association organized and existing under and by virtue of the laws of the United States or its
successor, as Trustee hereunder as provided in Section 8.01.

2007 Project

“2007 Project” means the refunding of all of the 1997 Bonds and a portion of the 1998
Bonds and the financing of additional improvements to John Thurman Field, all to be financed
with proceeds of the Series 2007 Bonds.

Variable Rate Bonds

“Variable Rate Bonds’ means Bonds of any Series that are not Swapped Bonds which
bear interest in a Daily Mode, Weekly Mode, Flexible Mode or ARS Mode.

Weekly Mode

“Weekly Mode” means the Mode during which a Series of Bonds evidence interest at the
Weekly Rate.
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Weekly Rate

“Weekly Rate” means the per annum interest rate with respect to a Series of Bonds in the
Weekly Mode determined pursuant to Section 2.12(B) hereof.

Weekly Rate Period

“Weekly Rate Period” means the period during which a Series of Bonds 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 such Bonds 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.

SECTION 1.02. Content of Certificates and Opinions. Every certificate or opinion
provided for herein with respect to compliance with any provision hereof shall include (1) a
statement that the Person making or giving such certificate or opinion has read such provision
and the definitions herein relating thereto; (2) a brief statement as to the nature and scope of the
examination or investigation upon which the certificate or opinion is based; (3) a statement that,
in the opinion of such Person, he has made or caused to be made such examination or
investigation as is necessary to enable such Person to express an informed opinion with respect
to the subject matter referred to in the instrument to which such Person’s signature is affixed; and
(4) a statement as to whether, in the opinion of such Person, such provision has been complied
with.

Any such certificate or opinion made or given by an officer of the Authority or the City
may be based, insofar asit relates to legal, accounting or health care matters, upon a certificate or
opinion of or representation by counsel, an accountant or a management consultant unless such
officer knows, or in the exercise of reasonable care should have known, that the certificate,
opinion or representation with respect to the matters upon which such certificate or statement
may be based, as aforesaid, is erroneous. Any such certificate or opinion made or given by
counsel, an accountant or a management consultant may be based, insofar as it relates to factual
matters (with respect to which information is in the possession of the Authority or the City, as
the case may be) upon a certificate or opinion of or representation by an officer of the Authority
or the City, unless such counsel, accountant or management consultant knows, or in the exercise
of reasonable care should have known, that the certificate or opinion or representation with
respect to the matters upon which such person’s certificate or opinion representation may be
based, as aforesaid, is erroneous. The same officer of the Authority or the City, or the same
counselor accountant or management consultant, as the case may be, need not certify to all of the
matters required to be certified under any provision of this Indenture, but different officers,
counsel, accountants or management consultants may certify to different matters, respectively.

SECTION 1.03. Interpretation.

(A)  Unless the context otherwise indicates, words expressed in the singular shall
include the plural and vice versa and the use of the neuter, masculine or feminine gender is for
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convenience only and shall be deemed to mean and include the neuter, masculine or feminine
gender, as appropriate.

(B)  Headings of articles and sections herein and the table of contents hereof are solely
for convenience of reference, do not constitute a part hereof and shall not affect the meaning,
construction or effect hereof.

(C)  All references herein to “Article,” “Section” and other subdivisions are to the
corresponding Articles, Sections or subdivisions of this Indenture; the words “herein,” “hereof,”
“hereby,” “hereunder” and other words of similar import refer to this Indenture as a whole and
not to any particular Article, Section or subdivision hereof.

ARTICLE I
THE BONDS

SECTION 2.01. Authorization of Bonds.

(A)  The Bonds may be issued hereunder from time to time in order to obtain moneys
to carry out the purposes of the Authority. The maximum principal amount of Bonds which may
be issued hereunder is not limited. The Bonds are designated generally as “Modesto Public
Financing Authority Lease Revenue Bonds;,” each Series thereof to bear such additional
designation as may be necessary or appropriate to distinguish such Series from every other Series
of Bonds. The Bonds may be issued in such Series as from time to time shall be established and
authorized by the Authority, subject to the covenants, provisions and conditions herein
contained. This Indenture constitutes a continuing agreement with the Holders from time to time
of the Bonds to secure the full payment of the principal of and premium, if any, and interest on
all such Bonds subject to the covenants, provisions and conditions herein contained.

(B) Aninitial Series of Bonds is hereby created and designated as “Modesto Public
Financing Authority Lease Revenue Refunding and Capital Improvement Bonds, Series 2007”
and is authorized to be issued hereunder. The aggregate principal amount of the Series 2007
Bonds which may be issued and Outstanding under this Indenture shall not exceed $65,000,000.

(C)  The Authority has reviewed all proceedings heretofore taken relative to the
authorization of the Series 2007 Bonds and has found, as a result of such review, and hereby
finds and determines that al acts, conditions and things required by law to exist, to have
happened and to have been performed precedent to and in the issuance of the Series 2007 Bonds
do exist, have happened and have been performed in due time, form and manner as required by
law, and that the Authority is now duly authorized, pursuant to each and every requirement of the
Act, to issue the Series 2007 Bonds in the form and manner provided herein for the purpose of
providing funds to finance and refinance the 2007 Project, and that the Series 2007 Bonds shall
be entitled to the benefit, protection and security of the provisions hereof.

(D)  Thevalidity of the issuance of the Series 2007 Bonds shall not be dependent on or
affected in any way by the proceedings taken by the Authority for the finance and refinancing of
the 2007 Project or by any contracts made by the Authority or its agents in connection therewith,
and shall not be dependent upon the performance by any person, firm or corporation of his or its

27

SF1 1445588 47922/34



obligation with respect thereto. The recital contained in the Series 2007 Bonds that the same are
issued pursuant to the Act and pursuant hereto shall be conclusive evidence of their validity and
of the regularity of their issuance, and all Series 2007 Bonds shall be incontestable from and
after their issuance. The Series 2007 Bonds shall be deemed to be issued, within the meaning
hereof, whenever the definitive Series 2007 Bonds (or any temporary Series 2007 Bonds
exchangeable therefor) shall have been delivered to the purchaser thereof and the proceeds of
sale thereof received.

SECTION 2.02. Terms of the Bonds; Reqistration; Denominations; Payment of Principa
and Interest.

(A) The Bonds of each Series shall be issued as fully registered Bonds without
coupons in Authorized Denominations. The Bonds shall be registered in the name of Cede &
Co. as nominee of the Securities Depository, and shall be evidenced by one Bond certificate for
each maturity and Series of Bonds (or in the case of a Series of Bonds in a Flexible Mode, one
Bond Certificate for each Flexible Rate and Interest Period within such Series) in the total
aggregate principal amount of the Bonds of that Series and maturity. Registered ownership of
the Bonds of such Series, or any portion thereof, may not thereafter be transferred except as set
forth in Section 2.09.

(B) TheBonds shall be dated the Date of I1ssuance. The Bonds of each Series shall be
numbered in consecutive numerical order from 1 upwards, with a separate designation for each
Series.

(C)  TheBondsof each Serieswill mature on their respective Maturity Dates.

(D)  The Bonds of each Series shall bear interest and be payable in lawful money of
the United States of America, at the rates determined pursuant to this Articlell from the date
thereof.

Payment of interest on the Bonds of each Series 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
() 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 the Bonds 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.

The principal or Redemption Price of the Bonds of each Series shall be payable in lawful
money of the United States of America upon the surrender thereof at the Corporate Trust Office
of the Trustee.

(E) During each Interest Period for each Mode, the interest rate or rates 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 Bonds of a Series shall evidence
interest in the same Mode, but need not evidence interest at the same rate at any one time.
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Interest with respect to a Series of Bonds 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 a Series of Bonds accruing at an ARS Rate shall
be computed on the basis of a 360-day year for the actual number of days elapsed if the Auction
Period is less than one hundred eighty (180) days; if the Auction Period is one hundred eighty
(180) days or more, except as provided in Section 2.02(1), interest shall be calculated on the basis
of a 360-day year composed of twelve 30-day months. Interest with respect to a Series of Bonds
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 Bond shall evidence interest on overdue principal
and, to the extent permitted by law, on overdue interest at the rate evidenced by such Bond on
the date on which such principal became due and payable. Notwithstanding the foregoing, the
interest rate and payment terms of Liquidity Provider Bonds shall be governed by the provisions
of the Liquidity Facility.

(F) Interest on the Bonds of each Series 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 Date of Issuance;
provided, however, that if interest on the Bonds shall be in default, interest on the Bonds issued
in exchange for such Bonds surrendered for registration of transfer or exchange shall accrue from
the date to which interest has been paid in full with respect to such Bonds or, if no interest has
been paid with respect to such Bonds, from the Date of Issuance.

(G)  Inthe absence of manifest error, the determination of any ARS Rate, Daily Rate,
Weekly Rate, Flexible Rate, Term Rate and Fixed Rate by the Auction Agent or the Remarketing
Agent, the determination of each Flexible Rate Period for any Series of Bonds 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.

(H)  The Bonds shall be subject to redemption as provided in ArticlelV and, in the
case of Additional Bonds, in a Supplemental Indenture.

M The Series 2007 Bonds and the authentication and registration endorsement and
assignment to appear thereon shall be substantially in the forms set forth Exhibit A hereto
attached and by this reference herein incorporated.

Thefirst Mode for the Series 2007 Bonds shall be an ARS Mode. The Series 2007 Bonds
shall initially evidence interest at a rate of 3.70% for the period commencing on and including
the Date of Issuance and ending on and including September 2, 2008, with interest payable on
September 1, 2007, March 1, 2008 and September 3, 2008, in each case computed upon the basis
of a 365- or 366-day year, as applicable, for the actual number of days elapsed. Thereafter, the
Auction Period shall be a seven-day Auction Period with Auctions generally conducted on
Thursdays as provided in Exhibit B hereto. The first Auction for the Series 2007 Bonds shall
occur on September 2, 2008. The Mode for the Series 2007 Bonds may be changed in
accordance with this Article 1.
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SECTION 2.03. Execution of Bonds. The Bonds shall be executed in the name and on
behalf of the Authority with the manual or facsimile signature of its Chairman or Vice Chairman
attested by the manual or facsimile signature of its Secretary. The Bonds shall then be delivered
to the Trustee for authentication by it.

In case any of the officers who shall have signed or attested any of the Bonds shall cease
to be such officer or officers of the Authority before the Bonds so signed or attested shall have
been authenticated or delivered by the Trustee or issued by the Authority, such Bonds may
nevertheless be authenticated, delivered and issued and, upon such authentication, delivery and
issue, shall be as binding upon the Authority as though those who signed and attested the same
had continued to be such officers of the Authority, and also any Bond may be signed and attested
on behalf of the Authority by such persons as at the actual date of execution of such Bond shall
be the proper officers of the Authority although at the nominal date of such Bond any such
person shall not have been such officer of the Authority.

Only such of the Bonds as shall bear thereon a certificate of authentication substantially
in the form hereinbefore recited, manually executed by an authorized signatory of the Trustee,
shall be valid or obligatory for any purpose or entitled to the benefits of this Indenture, and such
certificate of the Trustee shall be conclusive evidence that the Bonds so authenticated have been
duly executed, authenticated and delivered hereunder and are entitled to the benefits of this
Indenture.

SECTION 2.04. Transfer of Bonds. Subject to the provisions of Section 2.09 any Bond
may, in accordance with its terms, be transferred, upon the books required to be kept pursuant to
the provisions of Section 2.06, by the Person in whose name it is registered, in person or by such
Person’s duly authorized attorney, upon surrender of such Bond for cancellation accompanied by
delivery of awritten instrument of transfer, duly executed in aform approved by the Trustee.

Whenever any Bond or Bonds shall be surrendered for transfer, the Authority shall
execute and the Trustee shall authenticate and deliver a new Bond or Bonds, of the same Series
and maturity and for a like aggregate principal amount. The Trustee shall require the
Bondholder requesting such transfer to pay any tax or other governmental charge required to be
paid with respect to such transfer, and the Trustee may aso require the Bondholder requesting
such transfer to pay a reasonable sum to cover expenses incurred by the Trustee or the Authority
in connection with such transfer. The Trustee shall not be required to transfer (i) any Bond
during the fifteen (15) days next preceding the date on which notice of redemption of Bonds is
given, or (ii) any Bond called for redemption.

SECTION 2.05. Exchange of Bonds. Bonds may be exchanged at the Principal Office of
the Trustee for alike aggregate principal amount of Bonds of other Authorized Denominations of
the same Series and maturity. The Trustee shall require the Bondholder requesting such
exchange to pay any tax or other governmental charge required to be paid with respect to such
exchange and the Trustee may also require the Bondholder requesting such exchange to pay a
reasonable sum to cover expenses incurred by the Trustee or the Authority in connection with
such exchange. The Trustee shall not be required to exchange (i) any Bond during the fifteen
(15) days immediately preceding the date on which notice of redemption of Bonds is given or
(if) any Bond called for redemption.
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SECTION 2.06. Bond Register. The Trustee will keep or cause to be kept sufficient
books for the registration and transfer of the Bonds, which shall at all times (during regular
business hours at the location where such books are kept) be open to inspection by any
Bondholder or such Bondholders agent duly authorized in writing, the Authority or the City; and,
upon presentation for such purpose, the Trustee shall, under such reasonable regulations as it
may prescribe, register or transfer or cause to be registered or transferred, on such books, Bonds
as hereinbefore provided.

SECTION 2.07. Temporary Bonds. The Bonds may be issued in temporary form
exchangeable for definitive Bonds when ready for delivery. Any temporary Bond may be
printed, lithographed or typewritten, shall be of such denomination as may be determined by the
Authority, shall be in fully registered form without coupons and may contain such reference to
any of the provisions of this Indenture as may be appropriate. Every temporary Bond shall be
executed by the Authority and be authenticated by the Trustee upon the same conditions and in
substantially the same manner as the definitive Bonds. If the Authority issues temporary Bonds
it will execute and deliver definitive Bonds as promptly thereafter as practicable, and thereupon
the temporary Bonds shall be surrendered, for cancellation, in exchange therefor at the Principal
Office of the Trustee, and the Trustee shall authenticate and deliver in exchange for such
temporary Bonds an equa aggregate principal amount of definitive Bonds of Authorized
Denominations of the same Series and maturity. Until so exchanged, the temporary Bonds shall
be entitled to the same benefits under this Indenture as definitive Bonds authenticated and
delivered hereunder.

SECTION 2.08. Bonds Mutilated, Lost, Destroyed or Stolen. If any Bond shall become
mutilated, the Authority, at the expense of the Holder of said Bond, shall execute, and the
Trustee shall thereupon authenticate and deliver, a new Bond of like tenor in exchange and
substitution for the Bond so mutilated, but only upon surrender to the Trustee of the Bond so
mutilated. Every mutilated Bond so surrendered to the Trustee shall be canceled by it. If any
Bond shall be lost, destroyed or stolen, evidence of such loss, destruction or theft may be
submitted to the Trustee and, if such evidence be satisfactory to it and indemnity satisfactory to it
shall be given, the Authority, at the expense of the Holder, shall execute, and the Trustee shall
thereupon authenticate and deliver, a new Bond of like tenor in lieu of and in substitution for the
Bond so lost, destroyed or stolen (or if any such Bond shall have matured or shall be about to
mature, instead of issuing a substitute Bond, the Trustee may pay the same without surrender
thereof). The Trustee may require payment of a sum not exceeding the actual cost of preparing
each new Bond issued under this Section and of the expenses which may be incurred by the
Authority and the Trustee in complying with this Section. Any Bond issued under the provisions
of this Section in lieu of any Bond alleged to be lost, destroyed or stolen shall replace the Bond
alleged to be lost, stolen or destroyed as an original contractual obligation on the part of the
Authority, and shall be entitled to the benefits of this Indenture with all other Bonds secured by
this Indenture.

SECTION 2.09. Use of Securities Depository. Notwithstanding any provision of this
Indenture to the contrary:

(A) The Bonds shal be initially issued as provided in Section 2.02. Registered
ownership of the Bonds, or any portion thereof, may not thereafter be transferred except:
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Q) To any successor of the Securities Depository or its nominee, or to any
substitute depository designated pursuant to clause(2) of this subsection (A) (“substitute
depository”); provided that any successor of the Securities Depository or substitute depository
shall be qualified under any applicable laws to provide the service proposed to be provided by it;

2 To any substitute depository designated by the Authority upon (@) the
resignation of the Securities Depository or its successor (or any substitute depository or its
successor) from its functions as depository or (b) a determination by the Authority that the
Securities Depository or its successor (or any substitute depository or its successor) is no longer
able to carry out its functions as depository; provided that any such substitute depository shall be
qualified under any applicable laws to provide the services proposed to be provided by it; or

(©)) To any Person as provided below, upon (@) the resignation of the
Securities Depository or its successor (or substitute depository or its successor) from its
functions as depository; provided that. no substitute depository can be obtained or (b) a
determination by the Authority that it is in the best interests of the Authority to remove the
Securities Depository or its successor (or any substitute depository or its successor) from its
functions as depository.

(B) Inthe case of any transfer pursuant to clause (1) or clause (2) of subsection (A),
upon receipt of the Outstanding Bonds by the Trustee, together with a Certificate of the
Authority to the Trustee, a single new Bond for each Series shall be executed and delivered in
the aggregate principal amount of the Bonds of such Series then Outstanding, registered in the
name of such successor or such substitute depository, or their nominees, as the case may be, all
as specified in such Certificate of the Authority. In the case of any transfer pursuant to clause (3)
of subsection (A), upon receipt of the Outstanding Bonds by the Trustee together with a
Certificate of the Authority to the Trustee, new Bonds shall be executed and delivered in such
Authorized Denominations and registered in the names of such Persons as are requested in such
a Certificate of the Authority, subject to the limitations of Section 2.02, provided the Trustee
shall not be required to deliver such new Bonds within a period less than sixty (60) days from the
date of receipt of such a Certificate of the Authority.

(C)  Inthe case of partial redemption or an advance refunding of any Series of Bonds
evidencing all or a portion of such principal amount Outstanding, the Securities Depository shall
make an appropriate notation on such Bonds indicating the date and amounts of such reduction
in principal, in form acceptable to the Trustee.

(D)  The Authority, the Bond Insurer and the Trustee shall be entitled to treat the
Person in whose name any Bond is registered as the Bondholder thereof for al purposes of the
Indenture and any applicable laws, notwithstanding any notice to the contrary received by the
Trustee, the Bond Insurer or the Authority; and the Authority, the Bond Insurer and the Trustee
shall have no responsibility for transmitting payments to, communicating with, notifying or
otherwise dealing with any Beneficial Owners of the Bonds. None of the Authority, the Bond
Insurer or the Trustee will have any responsibility or obligations, legal or otherwise, to the
Beneficial Owners or to any other party including the Securities Depository or its successor (or
substitute depository or its successor), except for the Holder of any Bond.
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(E)  Solong as the Outstanding Bonds are registered in the name of Cede & Co. or its
registered assign, the Authority and the Trustee shall cooperate with Cede& Co., as sole
registered Bondholder, and its registered assigns in effecting payment of the principal of and
premium, if any, and interest on the Bonds by arranging for payment in such manner that funds
for such payments are properly identified and are made immediately available on the date they
are due.

SECTION 2.10. Determination of Auction Rate. While in an ARS Mode, the ARS
Bonds shall evidence interest at the Auction Rate which shall be determined as provided in
Exhibit B hereto.

SECTION 2.11. Determination of Flexible Rates and Interest Periods During Flexible
Mode. An Interest Period for a Series of Bonds in the Flexible Mode shall be of such duration of
from one (1) to three hundred ninety-seven (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 2.11. 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 Bond, the Remarketing Agent shall select the Interest
Period that would result in the Remarketing Agent being able to remarket such Flexible Rate
Bonds 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 Bonds 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 a Series of Bonds 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 such Bonds, would enable the Remarketing Agent
to sell such Bonds 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 Bond of a
Series 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
Bond of such Seriesin a Flexible Mode.

The Trustee, in consultation with the Remarketing Agent, shall take such actions as shall
be necessary to distinguish Bonds of a Series 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 Flexible Rate Bond 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 Flexible Rate Bond and shall give notice of the Interest Period, the Purchase
Date and the Flexible Rate for such Flexible Rate Bond, 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.

33

SF1 1445588 47922/34



In the event the use of the Book-Entry System is discontinued, in order to receive
payment of the Purchase Price of any Flexible Rate Bond in the Flexible Mode, the Owner of
such Flexible Rate Bond must present such Flexible Rate Bond to the Trustee, by 12:00 noon
New York City time on the applicable Mandatory Purchase Date. Upon receipt of such Flexible
Rate Bond by 12:00 noon New Y ork 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 2.12. Determination of Interest Rates During the Daily Mode and the Weekly
Mode. The interest rate for a Series of Bonds 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 such Series
of Bondsin the Daily Rate Period or Weekly Rate Period, as applicable, at a price equal to 100%
of the principal amount thereof.

(A)  During the Daily Mode, the Remarketing Agent shall establish the Daily Rate by
10:00 am. New York City time on each Rate Determination Date. The Daily 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 2.13. Determination of Term Rates and Fixed Rates.

(A) Term Rates. Theinterest rate for a Series of Bonds in the Term Rate Mode shall
be the minimum rate which, in the opinion of the Remarketing Agent, would result in a sale of
such Bonds, 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 Bond Counsel, the interest rate set for some or
all of the affected Bonds 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
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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 Bond Insurer for the applicable Series.

Except as is otherwise provided in Section 2.14 hereof, once the Bonds are changed to a
Term Rate Mode, the such Bonds shall continue in the Term Rate Mode until changed to another
Mode in accordance with Section 2.15 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 a Series of Bonds when being converted from a
Daily Mode, Weekly Maode, Flexible 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
12:00 noon 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 sae of such Bonds at a price equa to the
principal amount thereof on the Rate Determination Date. Notwithstanding the foregoing, if the
Authority shall deliver a Favorable Opinion of Bond Counsel, the interest rate set for some or all
of the Bonds of a Series 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 Bond Insurer for the applicable Series. The
Fixed Rate or Rates, as applicable, so established for Bonds of a Series shall remain in effect
until the Maturity Date or Maturity Dates, as applicable, of such Bonds.

SECTION 2.14. Alternate Rates. When Bonds of a Series are in a Dally 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 such
Bonds or to determine the interest rate or Flexible Rate Period for Bonds of a Series within the
Flexible Mode, (ii) the method by which the Remarketing Agent determines the interest rate or
Interest Period with respect to Bonds of a Series (or the selection by the Authority of the duration
of a Term Rate Period for such Bonds) 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 Bond 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 Bonds of
a Series or for any Flexible Rate Bond as to which any of the events described in clauses (i),
(i) or (iii) above shall be applicable. Such methods shall be applicable from and after the date
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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 Bonds of a Series or any Flexible
Rate Bond. 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 Bonds of a Seriesina Term
Rate Mode if the Authority failsto select the length of the Term Rate Period for such Bonds for a
reason other than as described in clause (ii) of the immediately preceding paragraph.

(A)  For Flexible Rate Bonds, 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
Bonds to, but excluding, the next succeeding Business Day, and thereafter the Interest Period for
such Flexible Rate Bond 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 Bonds shall be the applicable Alternate Rate in effect on the Business Day that begins an
Interest Period.

(B) If Bonds of a Series are in a Daily Mode or a Weekly Mode, then such Bonds
shall evidence interest during each subsequent Interest Period for such Bonds at the Alternate
Rate in effect on the first day of such Interest Period.

(C) If Bonds a Series are in a Term Rate Mode, then such Bonds 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 such Bonds to, but excluding, the next succeeding
Business Day, and thereafter the Interest Period for such Bonds 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 Bonds shall be the applicable Alternate Rate in effect at
the beginning of each such Interest Period.

SECTION 2.15. 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 any Series of
Bonds (other than Bonds of a Seriesin a Fixed Rate Mode).

(A)  Changes to Modes Other Than ARS Mode and Fixed Rate Mode. At the option
of the Authority, Bonds of any Series (other than Bonds of a Series being changed to or from an
ARS Mode, which shall be governed by the provisons set forth in Section 2.15(B),
Section 2.15(C) and Section 2.15(D) hereof, and other than Bonds of a Series, including ARS
Bonds in an ARS Mode, being changed to a Fixed Rate Mode, which shall be governed by the
provisions set forth in Section 2.15(D) hereof) may be changed from one Mode to another Mode
(other than an ARS Mode or a Fixed Rate Mode) as set forth below:

D 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 Maode 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
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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 such Series of Bonds 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.

(2 Notice to Owners. Notice of the proposed change in Mode, unless
otherwise specified in Section 2.15(B), Section 2.15(C) and Section 2.15(D) hereof, shall be
given by the Trustee to the Owners of such Series of Bonds not |ess than the fifteenth (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 4.10 hereof. If the Book-Entry System is no longer in effect, such notice
shall aso provide information with respect to required delivery of physical such Series of Bonds
and procedures for payment of Purchase Price. Notwithstanding any other provision of this
Indenture, the Trustee shall not mail such written notice if such Series of Bonds 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 such Bonds 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.

3 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
Bonds of a Series being converted to a Term Rate Mode) in the manner provided in Section 2.11,
Section 2.12 and Section 2.13 hereof, as applicable.

4) Conditions Precedent:

@ The Mode Change Date shall be: (i) in the case of a change from a
Flexible Mode, the next Mandatory Purchase Date for al of the Flexible Rate Bonds;
(ii) in the case of a change from a Daily Mode or a Weekly Mode, any Business Day; and
(i) 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 (yy) any Interest Payment Date on which Bonds of a Series are subject to
optional redemption or (zz) the last Interest Payment Date of the current Term Rate
Period. The Bonds of a Series shall be subject to mandatory tender for purchase on such
Mode Change Date in accordance with Section 4.10 hereof, and, except as is otherwise
provided herein, such Bonds shall be purchased on the Mode Change Date at a Purchase
Price equal to 100% of the principal amount thereof; provided, however, that if such
Bonds are to be purchased on an Interest Payment Date other than the last Interest
Payment Date applicable to such Bonds, and if such Bonds would otherwise be subject to
optional redemption on such Mode Change Date at a redemption price of more than
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100% of the principal amount thereof, then such Bonds shall be purchased at a Purchase
Price equal to such redemption price.

(b) If the Bonds of a Series to be converted are in the Flexible Mode,
no Interest Period for such Bonds 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.

(© As and to the extent applicable, the Authority shall select a
Remarketing Agent for such Bonds, and shall provide for the delivery of a Liquidity
Facility if required.

(d) The following items shall have been delivered to the Authority, the
Trustee, the applicable Bond Insurer and the Remarketing Agent on or prior to the Mode
Change Date:

M) in the case of a change from any Mode other than a change
from a Dailly Mode to a Weekly Mode or a change from a Weekly Mode to a
Dally Mode, a Favorable Opinion of Special Counsel dated the Mode Change
Date;

(i) if thereisto be a Liquidity Facility delivered in connection
with such change, the items required by Section 4.19 hereof; and

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

) Rescission of Election. The Authority may rescind any election by it to
change aMode in accordance with this Section 2.15(A) as provided in Section 2.15(F) hereof.

(B) Change to ARS Mode. At the option of the Authority, Bonds of any Series may
be converted from a Daily Mode, a Weekly Mode, a Term Rate Mode or a Flexible Mode to an
ARS Mode; provided, however, Bonds of a Series may not be converted to an ARS Mode if such
Bonds will not be held by a Securities Depository in a Book-Entry System. Any such conversion
of Bonds of a Series shall be made as set forth below:

Q) General Provisions. In any such conversion from a Dailly Mode or a
Weekly Mode, the ARS Rate Conversion Date shall be a regularly scheduled Interest Payment
Date on which interest is payable for the Interest Rate Period from which the conversion is to be
made. In any such conversion from a Term Rate Mode, the ARS Rate Conversion Date shall be
aregularly scheduled Interest Payment Date on which a new Term Rate Period would otherwise
have commenced. In any such conversion from a Flexible Mode, the ARS Rate Conversion Date
shall be the last regularly scheduled Interest Payment Date on which interest is payable for any
Interest Period theretofore established for such Bonds and no Interest Period for such Bonds set
after delivery by the Authority of a notice of the intention to effect a change in Mode shall
extend beyond the proposed ARS Rate Conversion Date. Such Bonds shal be subject to
mandatory tender for purchase pursuant to Section 4.10 hereof and shall be purchased on such
ARS Rate Conversion Date at the applicable Purchase Price.
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2 Notice by Authority; Delivery of Favorable Opinion of Bond Counsdl.
The Authority shall give written notice of any such conversion to the Notice Parties not less than
seven (7) Business Days (or such shorter time as may be agreed to by the Trustee, the
Remarketing Agent and the Auction Agent) prior to the date on which the Trustee is required to
notify the Owners of the conversion pursuant to Section 2.15(B)(3). Such notice shall specify
the Bonds of a Seriesto be converted, the ARS Rate Conversion Date and the length of the initial
Auction Period for such Bonds and, if applicable, shall confirm the appointment of an Auction
Agent and a Broker-Dealer for such Bonds. Together with such notice, the Authority shall file
with the Trustee a Favorable Opinion of Bond Counsel concerning such conversion. No such
change to an ARS Mode shall become effective unless the Authority shall also file with the
Trustee a Favorable Opinion of Bond Counsel dated the ARS Rate Conversion Date.

3 Notice to Owners. Not less than fifteen (15) days prior to the ARS Rate
Conversion Date, the Trustee shall mail a written notice of the conversion to the Owners of
Bonds of a Series to be converted; provided, however, that the Trustee shall not mail such
written notice if such Bonds are being converted from a Flexible Rate Period until the Trustee
has received a written confirmation from the Remarketing Agent to the effect that no Interest
Period for such Bonds extends beyond the proposed ARS Rate Conversion Date. Such notice
shall specify the ARS Rate Conversion Date and the length of the initial Auction Period for such
Bonds to be converted. Such notice shall be combined with the notice of mandatory purchase
required to be delivered by the Trustee pursuant to Section 4.10 hereof. The Trustee shall
provide a copy of such notice to the Authority and to each of the other Notice Parties.

4) Determination of Interest Rate. The initial interest rate for the Interest
Period commencing on the ARS Rate Conversion Date shall be the lowest rate which, in the
judgment of the Broker-Dealer, is necessary to enable such Bonds of a Seriesto be remarketed at
a price equal to 100% of the principal amount thereof on the ARS Rate Conversion Date. The
initial interest rate so determined by the Broker-Dealer shall remain in effect to but not including
thefirst Interest Payment Date subsequent to such ARS Rate Conversion Date.

) Notification of Interest Rate. Not later than 5:00 p.m., New York City
time, on the date of determination of the interest rate for the Interest Period commencing on the
ARS Rate Conversion Date, the applicable Broker-Dealer shall notify the Trustee, the Authority
and the Auction Agent of the ARS Rate, such notice to be provided by telephone or other
Electronic Means, promptly confirmed in writing.

(6) Rescission of Election. The Authority may rescind its election to convert
Bonds of a Seriesto an ARS Mode by giving written notice of such rescission to the Trustee and
each of the other Notice Parties at any time prior to the setting by the Broker-Deadler of the initial
interest rate for such ARS Mode.

@) Book-Entry Form. No Bonds of a Series may be converted to an ARS
Mode when such Bonds are not held by a depository in book-entry form.

(C)  Change from ARS Mode to Daily Mode, Weekly Mode, Term Rate Mode or
Flexible Mode. At the option of the Authority, a Series of Bonds may be converted from an
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ARS Mode to a Daily Mode, a Weekly Mode, a Term Rate Mode or a Flexible Mode. Any such
conversion shall be made as set forth below:

Q) Genera Provisions. The Conversion Date from an ARS Mode shall be the
Interest Payment Date following the final Auction Period for Bonds of a Series.

2 Notice by Authority. The Authority shall give written notice of any such
conversion to the Trustee and each of the other Notice Parties not less than seven (7) Business
Days (or such shorter time as may be agreed to by the Authority, the Trustee, the Broker-Dealer
and the Auction Agent) prior to the date on which the Trustee is required to notify the Owners of
the conversion pursuant to Section 2.15(C)(3). Such notice shall specify that such Bonds will be
converted, the Conversion Date and the Mode to which the conversion will be made and shall
confirm the selection of a Remarketing Agent for such Bonds to be converted. Such notice to the
Notice Parties shall also include a statement as to whether a Liquidity Facility is expected to be
in effect with respect to such Bonds 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 interest rate on such Bonds is being converted to a Term Rate, such notice shall
specify the length of the initial Term Rate Period within the Term Rate Mode. Together with
such notice, the Authority shall file with the Trustee a Favorable Opinion of Bond Counsel. No
change from the ARS Mode to another Mode shall become effective unless the Authority shall
aso file with the Trustee and the applicable Bond Insurer, (i) a Favorable Opinion of Bond
Counsel to the same effect dated the Conversion Date and (ii) notice from the Rating Agencies of
the rating(s) to be assigned to such Bonds on the Conversion Date, such notice to be provided on
or prior to the Conversion Date.

3 Notice to Owners. Not less than twenty (20) days prior to the Conversion
Date, the Trustee shall mail a written notice of the conversion to the Owners of all of the Bonds
of such Series. Such notice shall specify the Conversion Date and the Mode to which the
conversion will be made and, if the interest rate on such Bonds is being converted to a Term Rate
Mode, the length of the initial Term Rate Period during such Term Rate Mode. Such notice shall
be combined with the notice of mandatory purchase required to be delivered by the Trustee
pursuant to Section 4.10 hereof.

4) Conditions Precedent.

@ The Authority shall appoint a Remarketing Agent for Bonds of
Such Series as provided in Section 4.20 hereof.

(b) In the event that the Mode on Bonds of a Series is being changed
to a Daily Mode, a Weekly Mode, a Flexible Mode or a Term Rate Mode, the Authority
shall provide a Liquidity Facility meeting the requirements specified in Section 4.19
hereof, such Liquidity Facility to be delivered to the Trustee and to become effective on
the Conversion Date.

) Rescission of Election. At anytime prior to 10:00 am. New York City
time on the Business Day immediately preceding the proposed Conversion Date, the Authority
may withdraw its notice of conversion by giving written notice of such withdrawal to each of the
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Notice Parties. If the Authority so withdraws such notice, the Auction for Bonds of such Series
will be held on the scheduled Auction Date as if no notice of conversion had ever been given.

(6) Failed Conversion. On the Conversion Date, Bonds of such Series shall
be subject to mandatory tender for purchase at a Purchase Price equal to 100% of the principal
amount thereof. The Purchase Price of such Bonds shall be payable solely from the proceeds of
the remarketing of such Bonds. In the event that any of the conditions to conversion set forth in
this Section 2.15(C) hereof are not satisfied or if there is afailure to remarket al of the Bonds of
such Series on the proposed Conversion Date, the Mode on such Bonds will not be converted,
Bonds of such Series will not be purchased, such Bonds will be returned to their Owners, the
Auction Period will automatically convert to a seven-day Auction Period and such Bonds will
evidence interest at the Maximum Rate for the seven-day Auction Period then commencing.
Succeeding Auction Periods shall be seven-day Auction Periods until subsequently changed in
accordance with the provisions set forth in Exhibit B and the Auction Rate for succeeding
Auction Periods shall be determined in accordance with the provisions set forth in Exhibit B.
Notwithstanding any other provision of this Indenture, afailure to purchase Bonds of such Series
on a proposed Conversion Date shall not constitute an Event of Default hereunder.

@) Notice to Owners of Failed Conversion. If on any proposed Conversion
Date there has not been a timely withdrawal of the conversion notice as set forth in Section
2.15(C)(5) and any condition precedent to such conversion set forth in this Section 2.15(C) has
not been satisfied, the Trustee will give notice by Electronic Means as soon as practicable and in
any event not later than the next succeeding Business Day to the Owners of Bonds of such Series
to have been converted to the effect that such conversion has not occurred, that such Bonds were
not purchased on the proposed Conversion Date, that the Auction Agent will continue to
implement the Auction Procedures on the Auction Dates with respect to such Series of Bonds
that would otherwise have been converted, excluding, however, the Auction Date falling on the
Business Day next preceding the proposed Conversion Date, and that the interest rate applicable
to such Bonds will continue to be the ARS Rate; provided, however, that the interest rate
evidenced by such Bonds that otherwise would have been converted during the Auction Period
commencing on such failed Conversion Date will be the Maximum Rate for the Auction Period
then commencing, and the Auction Period will be a seven-day Auction Period. The Trustee shall
provide a copy of such notice to each of the Notice Parties.

(D)  Changeto Fixed Rate Mode. At the option of the Authority, any Series of Bonds
(other than Bonds of a Series in a Fixed Rate Mode) may be converted to a Fixed Rate Mode.
Any such conversion shall be made as set forth below.

Q) Mode Change Date Provisions. The Mode Change Date shall be:

@ in the case of a change from an ARS Rate Period, the Interest
Payment Date following the final Auction Period for such Series of Bonds,

(b) in the case of a change from a Flexible Mode, the day which isthe
last regularly scheduled Interest Payment Date on which interest is payable for any
Interest Period established for such Series of Bonds to be converted for the Flexible Rate
Bonds of such Series;
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(c) in the case of a change from a Daily Mode or a Weekly Mode, a
regularly scheduled Interest Payment Date on which interest is payable for Bonds of a
Seriesin the Daily Mode or Weekly Mode; and

(d) in the case of a change from a Term Rate Mode, the Mode Change
Date shall be limited to a regularly scheduled Interest Payment Date on which a new
Term Rate Mode would have otherwise have commenced such Series of Bonds. The
Bonds of a Seriesin a Term Rate Mode shall be subject to mandatory tender for purchase
pursuant to Section 4.10 hereof and shall be purchased on such Mode Change Date at a
Purchase Price equal to 100% of the principa amount thereof; provided that if such
Bonds would otherwise be subject to optional redemption on such Mode Change Date at
a redemption price of more than 100% of the principal amount thereof, such Bonds shall
be purchased at a Purchase Price equal to such redemption price.

2 Seridlization Provisions. Upon conversion of Bonds of a Series to a Fixed
Rate Mode, unless otherwise directed by the Authority, such Bonds will be converted to Serial
Bonds maturing in such years and such principal amounts as correspond to the years and
principal amounts set forth in a Supplemental Indenture.

3 Notice by Authority. At least seven (7) Business Days (or such shorter
time as may be agreed to by the Trustee, the Auction Agent, if any, 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 Section 2.15(D)(4), 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 Bonds of a Series 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 a Favorable Opinion of Bond Counsel. No conversion to a Fixed Rate
Mode shall occur unless the Authority shall also file with the Trustee a Favorable Opinion of
Bond Counsel to the same effect dated the Mode Change Date.

4 Notice to Owners. Not less than thirty (30) days prior to the proposed
Mode Change Date (not less than the twenty (20) days if such change is being made in
connection with Bonds of a Series in the ARS Mode), the Trustee shall mail notice of such
proposed change to the Owners of such Bonds, such notice to state that the Mode on such Bonds
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 4.10 hereof. |f the Book-Entry System is no longer in effect, such
notice shall also provide information with respect to required delivery of physical Bonds and the
procedures for payment of Purchase Price. Notwithstanding any other provision of this
Indenture, the Trustee shall not mail such written notice if such Bonds 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 such Bonds 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.
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5) 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 Bonds of a Series 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 Favorable Opinion of Bond Counsel dated the Mode Change
Date; and

(b) notice from the Rating Agencies of the rating(s) to be assigned
such Bonds on such Mode Change Date.

(6) Determination of Fixed Rates. The Fixed Rate (or Fixed Rates in the case
of Serial Bonds) for Bonds of a Series 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 such Bonds in
accordance with the provisions set forth in Section 2.13(B) hereof. Such Fixed Rate or Fixed
Rates, as applicable, shall remain in effect until the Maturity Date or Maturity Dates, as
applicable, of such Bonds. 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
reguesting such notice.

@) Modification of Serialization Provisions, Redemption Provisions and
Price. Upon conversion of Bonds of a Series to a Fixed Rate Mode, such Bonds shall be subject
to the serialization provisions set forth in Section 2.15(D)(2), shall be subject to the optional
redemption and mandatory sinking fund redemption provisions set forth herein or in a
Supplemental Indenture and shall be remarketed at par. Notwithstanding the foregoing or any
other provision of this Indenture to the contrary, the Authority may elect to change the
serialization provisions, the optional redemption provisions or the mandatory sinking fund
redemption provisions and/or remarket some or al of such Bonds at a premium or discount to
par if the Authority shall file with the Trustee a Favorable Opinion of Bond Counsel.

(8) Rescission of Election. Except as is otherwise provided by
Section 2.15(D)(9) hereof with respect to Bonds of a Series being converted from an ARS Mode
to a Fixed Rate Mode, the Authority may rescind any election by it to change a Mode in
accordance with this Section 2.15(D) as provided in Section 2.15(F) hereof.

9 Additional Provisions Applicable to Conversion From ARS Mode to
Fixed Rate Mode.

@ Rescission of Election. At anytime prior to 10:00 am. New Y ork
City time on the Business Day immediately preceding the proposed Conversion Date, the
Authority may withdraw its notice of conversion by giving written notice of such
withdrawal to each of the Notice Parties. If the Authority so withdraws such notice, the
Auction for such Bonds will be held on the scheduled Auction Date as if no notice of
conversion had ever been given.
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(b) Failed Conversion. On each Conversion Date Bonds of such
Series shall be subject to mandatory tender for purchase at a Purchase Price equal to
100% of the principal amount thereof. The Purchase Price of such Bonds shall be
payable solely from the proceeds of the remarketing of such Bonds. In the event that any
of the conditions to conversion to a Fixed Rate Mode set forth in this Section 2.15(D) are
not satisfied or if there is a falure to remarket al of such Bonds on the proposed
Conversion Date, the Mode on such Bonds will not be converted, such Bonds will not be
purchased, such Bonds will be returned to their Owners, the Auction Period will
automatically convert to a seven-day Auction Period and such Bonds will evidence
interest at the Maximum Rate for the seven-day Auction Period then commencing.
Succeeding Auction Periods shall be seven-day Auction Periods until subsequently
changed in accordance with the provisions set forth in Exhibit B and the Auction Rate for
succeeding Auction Periods shall be determined in accordance with the provisions set
forth in Exhibit B. Notwithstanding any other provision of this Indenture, a failure to
purchase such Bonds on a proposed Conversion Date shall not constitute an Event of
Default hereunder.

(c) Notice to Owners of Failed Conversion. If on any proposed
Conversion Date there has not been a timely withdrawal of the conversion notice as set
forth in subparagraph (A) above and any condition precedent to such conversion set forth
in this Section 2.15(D) has not been satisfied, the Trustee will give written notice by first
class mail postage prepaid as soon as practicable and in any event not later than the next
succeeding Business Day to the Owners of Bonds of a Series to have been converted to
the effect that such conversion has not occurred, that such Bonds were not purchased on
the proposed Conversion Date, that the Auction Agent will continue to implement the
Auction Procedures on the Auction Dates with respect to such Bonds which would
otherwise have been converted, excluding, however, the Auction Date falling on the
Business Day next preceding the proposed Conversion Date, and that the interest rate
applicable to such Bonds will continue to be the ARS Rate; provided, however, that the
interest rate evidenced by such Bonds that which otherwise would have been converted
during the Auction Period commencing on such failed Conversion Date will be the
Maximum Rate for the Auction Period then commencing, and the Auction Period will be
a seven-day Auction Period. The Trustee will provide a copy of such notice to each of
the Notice Parties.

(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, other than a mandatory purchase in connection with a
conversion from an ARS Mode, shall be made on such date if notice has been sent to the Owners
stating that Bonds of a Series would be subject to mandatory purchase on such date). If the
failed change in Mode was from a Flexible Mode, such Bonds 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 2.11 hereof. If the failed change in Mode was
from a Daily Mode, such Bonds shall remain in the Daily Mode, and if the failed change in
Mode was from a Weekly Mode, such Bonds shall remain in the Weekly Mode, in each case
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with interest rates established in accordance with the applicable provisions of Section 2.12 hereof
on and as of the failed Mode Change Date. If the failed change in Mode was from a Term Rate
Mode, then such Bonds shall stay in the Term Rate Mode for an Interest Period ending on the
following Interest Payment Date for Bonds of a Series in the Term Rate Mode and the interest
rate shal be established by the Remarketing Agent on the failed Mode Change Date in
accordance with Section 2.13(A) hereof. If the failed change in Mode was from an ARS Mode,
then such Bonds shall automatically convert to a seven-day Auction Period and will evidence
interest at the Maximum Rate. Succeeding Auction Periods shall be seven-day Auction Periods
until subsequently changed in accordance with the provisions set forth in Exhibit B and the
Auction Rate for succeeding Auction Periods shall be determined in accordance with the
provisions set forth in Exhibit B.

(F) 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 at any time prior to 10:00 am. New York City time on the Business Day immediately
preceding the proposed Mode Change Date; provided, however, any such notice given in
connection with converson to an ARS Mode shall be given in accordance with
Section 2.15(B)(6) hereof and any notice given in connection with conversion from an ARS
Mode shall be given in accordance with Section 2.15(C)(5) or Section 2.15(D)(9) hereof, as
applicable. If the Trustee receives notice of such rescission prior to the time the Trustee has
given notice to the Owners of Bonds of such Series, 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 Bonds of such Series, then if
the proposed Mode Change Date would have been a Mandatory Purchase Date, such date shall
continue to be a Mandatory Purchase Date; provided, however, if the proposed conversion was
from an ARS Mode, such Series of Bonds shall in not be subject to mandatory purchase and shall
remain in the ARS Mode as more fully described in the following paragraph.

If the proposed change in Mode was from a Flexible Mode, Bonds of such Series 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 2.11 hereof.
If the proposed change in Mode was from a Daily Mode, Bonds of such Series shall remain in
the Daily Mode, and if the proposed change in Mode was from a Weekly Mode, Bonds of such
Series shall remain in the Weekly Mode, in each case with interest rates established in
accordance with the applicable provisions of Section 2.12 hereof on and as of the proposed Mode
Change Date. If the proposed change in Mode was from a Term Rate Mode, then Bonds of such
Series shall stay in the Term Rate Mode for an Interest Period ending on the following Interest
Payment Date for such Bonds 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 2.13(A)
hereof. If the Remarketing Agent is unable to determine the interest rate on the proposed Mode
Change Date, the provisions of Section 2.14 shall apply. If the proposed change in Mode was
from an ARS Mode, then an Auction for such Bonds will be held on the scheduled Auction Date
as though no notice of conversion had ever been given.
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(G) Form of Notices. Upon request, the form of any notice from the Trustee to the
Owners of a Series of Bonds required by this Section 2.15 and by Section 4.10 shall be furnished
by the Authority to the Trustee.

ARTICLE I

ISSUANCE OF BONDS; APPLICATION OF PROCEEDS

SECTION 3.01. Issuance of Bonds. At any time after the execution of this Indenture,
the Authority may execute and the Trustee shall authenticate and, upon Request of the Authority,
deliver the Series 2007 Bonds in the aggregate principal amount of Sixty-Two Million Two
Hundred and Seventy-Five Thousand dollars ($62,275,000).

SECTION 3.02. Application of Proceeds of Bonds. The proceeds received from the sale
of the Series 2007 Bonds (less $151,178.50 paid to the Bond Insurer as premium for the Bond
Insurance Policy) shall be deposited in trust with the Trustee, who shall forthwith set aside the
following amounts in the following funds:

Q) the sum of $423,201.43 in the Costs of |ssuance Fund;
(2)  thesum of $2,400,000 in the Project Fund;

(©)] the sum of $2,291,177.17, which shall be transferred by the Trustee to
1997 Escrow Agent, as escrow agent pursuant to the 1997 Escrow
Agreement, for deposit in the escrow fund created pursuant to the 1997
Escrow Agreement;

(4 the sum of $56,619,946.84, which shall be transferred by the Trustee to
1998 Escrow Agent, as escrow agent pursuant to the 1998 Escrow
Agreement, for deposit in the escrow fund created pursuant to the 1998
Escrow Agreement; and

) in the Reserve Fund, the sum of $182,013.43, equaling a portion of the
Reserve Fund Requirement.

SECTION 3.03. Establishment and Application of Costs of Issuance Fund. The Trustee
shall establish, maintain and hold in trust a separate fund designated as the “Costs of Issuance
Fund.” The moneys in the Costs of Issuance Fund shall be used and withdrawn by the Trustee to
pay the Costs of Issuance upon Requisition substantialy in the form attached hereto as Exhibit D
stating 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 the Costs of
Issuance Fund. No later than the date 180 days following the Date of Issuance, or upon the
earlier Request of the Authority, amounts, if any, remaining in the Costs of Issuance Fund shall
be transferred to the Project Fund.
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SECTION 3.04. Establishment and Application of the Project Fund.

(A)  The Trustee shal establish, maintain and hold in trust a separate fund designated
as the “Project Fund.” The moneys in the Project Fund shall be used and withdrawn by the
Trustee to pay the costs of the Project.

(B) Before any payment from the Project Fund shall be made, the City shall file or
cause to be filed with the Trustee a Requisition of the City (as agent of the Authority) in
substantially the form attached hereto as Exhibit C stating (1) the item number of such payment;
(2) the name of the Person to whom each such payment is due (unless such payment is for
interest on the Bonds during the construction of the Project, in which event the Requisition shall
so specify), which may be the City in the case of reimbursement for Project costs theretofore
paid by the City; (3) the respective amounts to be paid; (4) the purpose by general classification
for which each obligation to be paid was incurred; and (5) that obligations in the stated amounts
have been incurred by the City and are presently due and payable and that each item thereof isa
proper charge against the Project Fund and has not been previously paid from the Project Fund.

(C)  Upon receipt of a Requisition, the Trustee shall pay the amount set forth in such
Requisition as directed by the terms thereof out of the Project Fund. The Trustee shall not make
any such payment if it has received any written notice of claim of lien, attachment upon, or claim
affecting the right to receive payment of, any of the monies to be so paid, that has not been
released or will not be released simultaneously with such payment.

(D)  When the Project shall have been completed, there shall be delivered to the
Trustee a Certificate of the City stating the fact and date of such completion and stating that all
of the costs thereof have been determined and paid (or that al of such costs have been paid less
specified claims that are subject to dispute and for which a retention in the Project Fund is to be
maintained in the full amount of such claims until such dispute is resolved). Upon the receipt of
such Certificate, the Trustee shall, as directed by said Certificate, transfer any remaining balance
in the Project Fund, less the amount of any such retention, to the Reserve Fund, to the extent
necessary to increase the amount therein to the Reserve Fund Requirement, and then to the
Optional Redemption Account; provide that, in lieu of transfer to the Optional Redemption
Account, such funds may be transferred to the City for any purpose that does not adversely affect
the exclusion from gross income of interest on the Bonds for purposes of federa income
taxation.

SECTION 3.05. Additional Funds, Accounts and Subaccounts. The Authority or the
Trustee may, in its discretion, create or authorize the creation of additional funds, accounts or
subaccounts for any particular Series of Bonds pursuant to the terms of this Indenture or any
Supplemental Indenture, which funds, accounts or subaccounts may be held by it or the Trustee.

SECTION 3.06. Conditions for the Issuance of Additional Bonds. The Authority may at
any time issue Additional Bonds pursuant to a Supplemental Indenture, payable from the
Revenues as provided herein and secured by a pledge of and charge and lien upon the Revenues
as provided herein equal to the pledge, charge and lien securing the Outstanding Bonds
theretofore issued hereunder, but only subject to the following specific conditions, which are
hereby made conditions precedent to the issuance of any such Additional Bonds:
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(A)  The Authority shall be in compliance with all agreements and covenants
contained herein.

(B)  The Supplemental Indenture shall require that the proceeds of the sale of such
Additional Bonds shall be applied to the acquisition (by purchase or lease) or construction of
facilities to be added to the Leased Property or for the refunding of Outstanding Bonds.

(C)  The Supplemental Indenture shall provide, if necessary, that from such proceeds
or other sources an amount shall be deposited in the Reserve Fund so that following such deposit
there shall be on deposit in the Reserve Fund an amount at least equal to the Reserve Fund
Requirement.

(D)  The aggregate principal amount of Bonds issued and at any time Outstanding
hereunder shall not exceed any limit imposed by law, by this Indenture or by any Supplemental
Indenture.

(E)  The Facility Lease shall have been amended, if necessary, so that the Base Rental
Payments payable by the City thereunder in each Fiscal Year shall at least equal projected Debt
Service, including Debt Service on the Additional Bonds, in each Fiscal Year.

(F)  The Facility Lease shall have been amended so as to lease to the City the project
being financed from the proceeds of such Additional Bonds or facilities of comparable worth and
economic life and such facilities shall be ready for immediate use and occupancy by the City or
funds shall be deposited with the Trustee as capitalized interest until the expected date of use and
occupancy of such facilities.

(G) If the proceeds of such Additional Bonds are to be used, in whole or in part, to
finance construction on real property not described in the Facility Lease or the additional Leased
Property to be leased is not situated on property described in the Facility Lease, (1) a site lease
shall have been executed so as to lease to the Authority such additional real property; and (2) the
Facility Lease shall have been amended so as to lease to the City such additional real property.

(H)  Tothe extent practicable the principal payments shall be September 1.

() In connection with the issuance of Additional Bonds, the Authority may enter into
any Related Obligations relating to such Series of Additional Bonds.

SECTION 3.07. Proceedings for Authorization of Additional Bonds. Whenever the
Authority and the City shall determine to execute and deliver any Additional Bonds pursuant to
Section 3.06, the Authority and the Trustee shall enter into a Supplemental Indenture providing
for the issuance of such Additional Bonds, specifying the maximum principal amount of such
Additional Bonds and prescribing the terms and conditions of such Additional Bonds.

The Supplemental Indenture shall prescribe the form or forms of such Additional Bonds
and, subject to the provisions of Section 3.06, shall provide for the distinctive designation
denominations, method of numbering, dates, payment dates, interest rates (or method of
determining the rates, if variable), interest payment dates, provisions for redemption (if desired)
and places of payment of principal and interest.

48

SF1 1445588 47922/34



Before such Additional Bonds shall be issued, the City and the Authority shall file or
cause to be filed the following documents with the Trustee:

Q) An Opinion of Counsel setting forth that (1) such Counsel has examined
the Supplemental Indenture and the amendment to the Facility Lease and the site lease required
by Section 3.06(E), (F) and (G); (2) the execution and delivery of the Additional Bonds have
been duly authorized by the Authority; and (3) said Supplemental Indenture and the amendment
to the Facility Lease and the site lease if any, when duly executed by the City and the Authority,
will be valid and binding obligations of the City and the Authority.

2 A Certificate of the Authority stating that the requirements of Section 3.06
have been met.

(©)) A certified copy of aresolution or ordinance of the City authorizing the
execution of the amendments to the Facility Lease required by Section 3.06(E), (F) and (G).

4 An executed counterpart or duly authenticated copy of any amendment to
the Facility Lease required by Section 3.06(E), (F) and (G).

) A Certificate of the City stating that the insurance required by Article V of
the Facility Leaseisin effect.

(6) If the proceeds of such Additional Bonds are to be used, in whole or in
part, to finance or refinance construction or acquire facilities on real property not then described
in the Facility Lease, an executed counterpart or duly authenticated copy of the site lease
required by Section 3.06(G).

@) A title insurance policy insuring the Authority’s leasehold or fee title in
the real property on which the Leased Property are located, and, if the proceeds of such
Additional Bonds are to be used to finance construction on real property not then described in the
Facility Lease, atitle insurance policy insuring the Authority’s leasehold or fee title in such real
property, or, at the option of the Authority, an opinion of counsel or Certificate of the City or
such other evidence of the Authority’s or City’s leasehold or fee interest in such real property as
shall be acceptable to the Authority.

Upon the delivery to the Trustee of the foregoing instruments and upon the Trustee's
receipt of Certificates of the City and of the Authority stating that all applicable provisions of
this Indenture have been complied with (so as to permit the issuance of the Additional Bonds in
accordance with the Supplemental Indenture then delivered to the Trustee), the Trustee shall
authenticate and deliver said Additional Bonds in the aggregate principal amount specified in
such Supplemental Indenture to, or upon the Written Request of, the Authority.

SECTION 3.08. Limitations on the Issuance of Obligations Payable from Revenues.
The Authority will not, so long as any of the Bonds are Outstanding, issue any obligations or
securities, however denominated, payable in whole or in part from Revenues except the
following:

Q) Bonds of any Series authorized pursuant to Section 3.07.
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2 Agreements providing for a Reserve Facility or Related Obligations.

3 Swaps payable on a parity with the Bonds and which will have, when
executed, an equal lien and charge upon the Revenues, provided that the following conditions to
the execution of such Swaps are satisfied:

@ The Authority shall be in compliance with all agreements and
covenants contained herein;

(b) The Authority shall have filed with the Trustee a Certificate of the
Authority certifying that the requirements of Section 3.06(E) have been satisfied; and

(c) The Authority shall have notified Moody’s and S&P of the
proposed Swap and shall have determined that the execution of the Swap would not cause
the reduction or withdrawal of the current rating from such rating agencies on the Bonds.

4) Obligations owing with respect to a Reserve Facility, including principal
interest and fees relating thereto and Related Obligations,; provided such obligations shall be
payable on a subordinate basisto principal and interest on the Bonds.

5) Obligations which are junior and subordinate to the payment of the
principal, premium, interest and reserve fund requirements for the Bonds and which subordinated
obligations are payable as to principal, premium, interest and reserve fund requirements, if any,
only out of Revenues after the prior payment of all amounts then required to be paid hereunder
from Revenues for principal, premium, interest and reserve fund requirements for the Bonds, as
the same become due and payable and at the times and in the manner as required in this
Indenture.

SECTION 3.09. Validity of Bonds. The validity of the authorization and issuance of the
Bonds is not dependent on and shall not be affected in any way by any proceedings taken by the
Authority or the Trustee with respect to or in connection with the Facility Lease. The recital
contained in the Bonds that the same are issued pursuant to the Act and the Constitution and laws
of the State of California shall be conclusive evidence of their validity and of compliance with
the provisions of law in their issuance.

ARTICLE IV

REDEMPTION AND TENDER OF BONDS; REMARKETING

SECTION 4.01. Terms of Redemption.

(A)  The Bonds are subject to extraordinary redemption prior to their stated maturity,
at the option of the Authority, which option shall be exercised at least forty-five (45) days
(twenty (20) days in the case of Bonds bearing interest at the Daily Rate or Weekly Rate) prior to
the date fixed for redemption, in whole or in part, in such amounts and from such Series and
maturities as selected by the Authority, on any date, from hazard insurance or condemnation
proceeds or other insurance received with respect to the Leased Property pursuant to
Section 7.02 of the Facility Lease and deposited in the Special Redemption Account, at a
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Redemption Price equal to 100% of the principal amount thereof, plus accrued interest to the
date fixed for redemption, without premium.

(B) While any Daily Rate or Weekly Rate is in effect with respect to a Series of
Bonds, the Bonds of such Series are also subject to redemption prior to their stated maturity, at
the option of the Authority, which option shall be exercised at least twenty (20) days prior to the
date fixed for redemption, in whole or in part, on any Business Date at a Redemption Price equal
to 100% of the principal amount of Bonds called for redemption, plus accrued interest to the date
fixed for redemption, without premium.

(C©)  While any Flexible Rate is in effect with respect to a Series of Bonds, the Bonds
of such Series are not subject to optional redemption prior to their respective Mandatory
Purchase Dates. Bonds of a Series in a Flexible Mode shall be subject to redemption at the
option of the Authority, in whole or in part, on their respective Mandatory Purchase Dates equal
to 100% of the principal amount of Bonds called for redemption, plus accrued interest to the date
fixed for redemption, without premium.

(D) While any ARS Rate is in effect with respect to a Series of Bonds the Bonds, of
such Series are also subject to redemption prior to their stated maturity, at the option of the
Authority, which option shall be exercised at least twenty (20) days prior to the date fixed for
redemption, in whole or in part, on any Interest Payment Date for such Series immediately
following the end of an Auction Period, a a Redemption Price equal to 100% of the principal
amount of Bonds called for redemption, plus accrued interest to the date fixed for redemption,
without premium.

(E) Whileany Term Rate is in effect with respect to a Series of Bonds, the Bonds of
such Series are also subject to redemption, at the option of the Authority, in whole or in part, on
each Mandatory Purchase Date applicable to Bonds of such Series in a Term Rate Mode, at a
Redemption Price equal to 100% of the principal amount of the Bonds called for redemption,
plus accrued interest to the date fixed for redemption, without premium.

(F)  Whileany Term Rate or Fixed Rate is in effect with respect to a Series of Bonds,
the Bonds of such Series are also subject to redemption, 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 change to a Term Rate Mode or a Fixed Mode at a Redemption Price equal to 100% of the
principal amount of the Bonds called for redemption, plus accrued interest, to the date fixed for
redemption, without premium. If the length of the Term Rate Period or the Fixed Rate Period for
such Series of Bonds is less than ten (10) years, then such Series of Bonds shall not be subject to
optional redemption during the Term Rate Period or Fixed Rate Period, as applicable.

(G) In connection with a change to a Term Rate Mode or a Fixed Rate Mode for a
Series of Bonds, the Authority may waive or otherwise ater its rights to direct the redemption of
Bonds of such Series set forth in Section 4.01(F) above; provided that notice describing such
waiver or ateration shall be submitted to the Trustee and the Remarketing Agent, or Fixed Rate
Remarketing Agent, as applicable, together with a Favorable Opinion of Bond Counsel.
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(H)  The Series 2007 Term Bonds are also subject to redemption in part prior to their
stated maturity from Sinking Fund Installments established pursuant to Section 5.04(C) on any
September 1 on or after September 1, 2007, at the principal amount thereof together with interest
accrued thereon to the date fixed for redemption, without premium. Notwithstanding the
foregoing, when any Bond to be redeemed pursuant to this Section 4.01(H) is subject to an ARS
Rate Period, if such September 1 is not an Interest Payment Date, the redemption from Sinking
Fund Installments shall occur on the Interest Payment Date immediately succeeding such
September 1. If any Series 2007 Term Bonds has been optionally redeemed, the amounts of such
Sinking Fund Installments shall be reduced as directed by the Authority, or if not so directed,
proportionally in increments of Authorized Denominations, by the principal amount of all such
Series 2007 Term Bonds so optionally prepaid.

SECTION 4.02. Corresponding Reduction of any Related Swap. Notwithstanding
anything to the contrary in this Indenture, no amount of Bonds of a Series may be redeemed,
other than pursuant to Section 4.01(H), unless a proportionate amount of any related Swap is
terminated or reduced so that following such redemption the remaining notional amount of the
Swap for such Series is not greater than the remaining principal amount of the Bonds of such
Series, unless the Bond Insurer for such Series waives the requirement for such reduction of the
Swap. The Authority agrees not to exercise any such redemption and reduction in any related
Swap if such redemption and reduction shall cause the occurrence of any event of default
hereunder or under such related Swap.

SECTION 4.03. Selection of Bonds for Redemption. Whenever provision is made in
this Indenture for the redemption of less than all of the Bonds of any Series or any given portion
thereof, the Trustee shall select the Bonds of such Series to be redeemed, from all Bonds subject
to redemption or such given portion thereof not previously called for redemption, by lot in any
manner which the Trustee in its sole discretion shall deem appropriate and fair; provided
however, that Bonds shall be redeemed in the following order of priority (and by lot within each

priority):

FIRST: Any Bonds of such Series which are Liquidity Facility Bonds; and
SECOND: Any other Bonds of such Series

and provided further, that the City may specify which Sinking Fund Installments or maturities
shall be allocated to or selected for such redemptions.

SECTION 4.04. Notice of Redemption. Notice of redemption shall be mailed by the
Trustee, not less than thirty (30) days nor more than sixty (60) days (except in the case of the
redemption of Bonds bearing interest at a Daily Rate, Weekly Rate, and Flexible Rate, in which
case no less than ten (10) days, and except for redemption of Bonds bearing interest at an ARS
Rate in which case no less than twenty (20) days, prior to the redemption date, to the Holders of
Bonds called for redemption at their addresses appearing on the bond registration books of the
Trustee and to the Bond Insurer for such Series of Bonds at their address provided herein, with a
copy to the Authority. The Trustee shall also give notice of redemption by overnight mail or
courier service (or by such other acceptable means) to the Remarketing Agent, the Auction
Agent and such securities depositories and/or securities information services. Each notice of
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redemption shall state the date of such notice, the Series designation and date of issue of the
Bonds, the redemption date, the Redemption Price, the place or places of redemption (including
the name and appropriate address or addresses of the Trustee), the maturity, the CUSIP numbers
if any, and, in the case of Bonds to be redeemed in part only, the respective portions of the
principal amount thereof to be redeemed. Each such notice shall also state that, subject to prior
rescission as provided in the next paragraph of this Section, on said date there will become due
and payable on each of said Bonds the Redemption Price thereof or of said specified portion of
the principal amount thereof in the case of a Bond to be redeemed in part only, together with
interest accrued thereon to the redemption date, and that from and after such redemption date
interest thereon shall cease to accrue, and shall require that such Bonds be then surrendered.

If any Series of Bonds are to be redeemed in part and such Bonds are held by a Securities
Depository, the Authority shall include in the notice of the call for redemption delivered to the
Securities Depository (i) a date placed under an item entitled “Publication Date for Securities
Depository Purposes’ and such date shall be three Business Days after the Auction Date
immediately preceding such redemption date (in the case of a daily Auction Period, such date
shall be three Business Days immediately preceding the date of redemption) and (ii) an
instruction to the Securities Depository to (x) determine on such Publication Date after the
Auction held on the immediately preceding Auction Date has settled, the Securities Depository
Participants whose Securities Depository positions shall be redeemed and the principal amount
of such ARS Bonds to be redeemed from each such position (the “Securities Depository
Redemption Information”), and (y) notify the Trustee immediately after such determination of
(1) the positions of the Securities Depository Participants in such Bonds immediately prior to
such Auction settlement, (2) the position of the Securities Depository Participants in such ARS
Bonds immediately following such Auction settlement, and (3) the Securities Depository
Redemption Information. Immediately upon receipt of the notice referred to in (y) of the
preceding sentence, the Trustee shall send a copy of such notice to the Auction Agent.

Any notice given pursuant to this Section 4.04 may be rescinded by written notice given
to the Trustee by the City no later than the date specified for redemption. The Trustee shall give
notice of such rescission as soon thereafter as practicable in the same manner, and to the same
Persons, as notice of such redemption was given pursuant to this Section 4.04.

Failure by the Trustee to give notice pursuant to this Section 4.04 to any one or more of
the securities information services or depositories or to a Bond Insurer for such Series, or the
insufficiency of any such notice shall not affect the sufficiency of the proceedings for
redemption. Failure by the Trustee to mail notice of redemption pursuant to this Section 4.04. to
any one or more of the respective Holders of any Bonds designated for redemption shall not
affect the sufficiency of the proceedings for redemption with respect to the Holders to whom
such notice was mailed.

Notice of redemption of Bonds shall be given by the Trustee, at the expense and for and
on behalf of the Authority.

SECTION 4.05. Partial Redemption of Bonds. Upon surrender of any Bond redeemed in
part only, the Authority shall execute and the Trustee shall authenticate and deliver to the Holder
thereof, a new Bond or Bonds of Authorized Denominations, and of the same Series and
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maturity, equal in aggregate principal amount to the unredeemed portion of the Bond
surrendered.

SECTION 4.06. Effect of Redemption. Notice of redemption having been duly given as
aforesaid, and moneys for payment of the Redemption Price of, together with interest accrued to
the redemption date on, the Bonds (or portions thereof) so called for redemption being held by
the Trustee, on the redemption date designated in such notice, the Bonds (or portions thereof) so
called for redemption shall become due and payable at the Redemption Price specified in such
notice together with interest accrued thereon to the redemption date, interest on the Bonds so
called for redemption shall cease to accrue, said Bonds (or portions thereof) shall cease to be
entitled to any benefit or security under this Indenture and the Holders of said Bonds shall have
no rights in respect thereof except to receive payment of said Redemption Price and accrued
interest to the date fixed for redemption from funds held by the Trustee for such payment.

All Bonds redeemed pursuant to the provisions of this Articleshall be canceled and
destroyed by the Trustee upon surrender thereof.

SECTION 4.07. No Notice of Redemption. Notwithstanding any other provision of this
Indenture to the contrary, no notice of redemption is required to be given with respect to any
redemption occurring on a Mandatory Purchase Date.

SECTION 4.08. Mandatory Purchase in Lieu of Redemption. Each Owner, by purchase
and acceptance of any Bonds of any Series irrevocably grants to the Authority the option to
purchase such Bonds of such Series on any date such Bonds are subject to redemption as
provided in paragraph (B) to (H) of Section 4.01, at a purchase price equa to the Redemption
Price then applicable to such Bonds, 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
Bond Counsel and shall direct the Trustee to provide notice of mandatory purchase in lieu of
redemption, such notice to be provided, as and to the extent applicable, in accordance with the
provisions set forth in Section 4.10 hereof. On the date fixed for purchase of any Bonds of any
Series pursuant to this Section 4.08, and in accordance with Section 5.04 or Section 5.07 hereof,
the Authority shall pay the purchase price of such Bonds to the Trustee in immediately available
funds and the Trustee shall pay the same to the Owners of such Bonds being purchased against
delivery thereof. All such Bonds so purchased shall be delivered to the Trustee for cancellation.

Notwithstanding any other provision of this Indenture, the purchase price of any Bonds of
any Series subject to mandatory purchase in lieu of redemption pursuant to this Section 4.08
shall be paid solely by the Authority and such Bond 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 Bond subject to mandatory purchase in
lieu of redemption pursuant to this Section 4.08 on the date fixed for such purchase, the
Authority shall cancel such mandatory purchase in lieu of redemption and shall return each such
Bond to the Owner who shall have tendered such Bond for mandatory purchase in lieu of
redemption pursuant to this Section 4.08. 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 Bond subject to mandatory purchase pursuant to this Section 4.08
shall not constitute an Event of Default under this Indenture.
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SECTION 4.09. Optional Tenders of Bonds in a Daily Mode or a Weekly Mode.
Subject to Section 4.14 hereof, during any Daily Mode for a Series of Bonds and during any
Weekly Mode for a Series of Bonds, any Bonds of such Series or portion thereof in a principal
amount equal to an Authorized Denomination shall be purchased on any Business Day at a price
eqgual 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 shal notify the
Remarketing Agent and provide the Remarketing Agent with a copy of such Tender Notice.
Notwithstanding any other provision of this Indenture to the contrary, the provisions set forth in
this Section 4.09 shall not apply to any Bond in a Delayed Remarketing Period.

SECTION 4.10. Mandatory Tender for Purchase on Mandatory Purchase Date. The
Bonds of a Series shall be subject to mandatory purchase on each Mandatory Purchase Date
applicable to the Bonds of such Series. The Trustee shall give notice of each such mandatory
purchase, such notice to be given by mail to the Owners of such Bonds subject to mandatory
purchase no less than fifteen (15) days prior to the applicable Mandatory Purchase Date. No
notice shall be required to be given nor shall any notice be given with respect to any Bond in a
Flexible Rate Mode in connection with the Mandatory Purchase Date occurring at the end of
each Interest Period for such Bonds.

Any notice to be given pursuant to this Section 4.10 shall state the Mandatory Purchase
Date, shall set forth the Purchase Price applicable on such Mandatory Purchase Date, and shall
identify the Bonds to be purchased. Subject to Section 2.15(C)(6) and Section 2.15(D)(9) hereof,
such notice shall also state that interest on the Bonds 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 Bond shall not affect the validity of the mandatory purchase of any other Bond
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 4.10 shall also be provided to each of the Notice
Parties.

SECTION 4.11. Purchases of Bonds in Daily Mode, Weekly Mode, Flexible Mode and
Term Rate Mode; Payment of Purchase Price; Notices.

(A)  On each date on which Bonds of a Series in a Daily Mode, a Weekly Mode, a
Flexible Mode or a Term Rate Mode are to be purchased:

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

2 the Remarketing Agent shall cause the proceeds of the remarketing by the
Remarketing Agent of such tendered Bonds to be paid to the Trustee in immediately available
funds not later than 12:15 p.m., New York City time, on the Purchase Date for such tendered
Bonds;
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(©)) the Remarketing Agent shall notify the Trustee by Electronic Means not
later than 1:00 p.m. New Y ork City time of such information as may be necessary to register and
deliver such remarketed Bonds, such notice to be provided by Electronic Means; and

4) if the affected Bonds of a Series are no longer in the Book-Entry System,
the Trustee shall authenticate new Bonds of such Series for the respective purchasers thereof
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 Bond is to be purchased, (i) if the Remarketing Agent
shall have given notice to the Trustee pursuant to clause (A)(1) above that it has been unable to
remarket all or any portion of any tendered Bonds or (ii) if the Trustee shall not have received
any notice from the Remarketing Agent pursuant to clause (A)(1) above, the Trustee shall draw
on the applicable Liquidity Facility, if any, by 12:30 p.m. New York City time in an amount
equal to the Purchase Price of all such Bonds that have not been successfully remarketed for
payment by 2:30 p.m. New York City time and shall notify the Bond Insurer for such Series of
such draw; provided, however, that if the draw isin 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 Bond not covered by such Liquidity Facility or to pay the Purchase Price of a Bond
owned by the Authority or the City.

(C) 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 Bonds 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 Bonds on any Purchase Date, the Trustee shall give the Authority notice of such
insufficiency by 2:30 p.m. New Y ork City time on such Purchase Date.

SECTION 4.12. Source of Funds for Purchase of Bonds 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
Bond of a Seriesin a Daily Mode, a Weekly Mode, a Flexible Mode or a Term Rate Mode is to
be purchased, the Trustee shall purchase tendered Bonds of such Series from the tendering
Owners at the applicable Purchase Price by wire transfer in immediately available funds. 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;

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

(C)  in the Authority’s sole discretion, moneys provided by the Authority that may
lawfully be used for such purpose.
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SECTION 4.13. Delivery of Bonds in Dally Mode, Weekly Mode, Flexible Mode or
Term Rate Mode. On each date on which a Bond of a Seriesin a Daily Mode, a Weekly Mode, a
Flexible Mode or a Term Rate Mode is to be purchased, such Bond shall be delivered as follows:

Q) Each Bond sold by the Remarketing Agent and for which payment has
been received as described in Section 4.12(A) hereof shall be delivered by the Remarketing
Agent to the purchaser of such Bond by 3:00 p.m. New Y ork City time; and

2 Each Bond purchased by the Trustee with moneys described in
Section 4.12(B) hereof shall be registered immediately in the name of the applicable Liquidity
Facility Provider or its nominee (which may be the Securities Depository), if any, on or before
3:00 p.m. New York City time.

3 Each Bond purchased by the Authority with moneys described in
Section 4.12(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 Bond so owned by the Authority
shall continue to be Outstanding under the terms of this Indenture and be subject to all of the
terms and conditions of the Indenture 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 Bonds under this Indenture.

SECTION 4.14. Book-Entry Tenders.

(A)  Notwithstanding any other provision of this Indenture to the contrary, al tenders
for purchase of Bonds of a Series during any period in which such Bonds 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
Bonds are registered in the name of Cede & Co., as nominee for DTC, the tender option rights of
Owners of Bonds 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 Bonds by giving notice of its election to tender Bonds or
portions thereof at the times and in the manner described above. Beneficial Owners will not
have any rights to tender Bonds directly to the Trustee.

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 Bonds 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 Bonds are registered in the name of Cede & Co., as nominee for
DTC, delivery of the Bonds 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 beneficia interest in such Bonds.
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(B)  Notwithstanding anything expressed or implied herein to the contrary, so long as
the Book-Entry System for the Bonds is maintained by the Authority:

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

@ any Bonds subject to optional or mandatory purchase as a
condition to the payment of the Purchase Price therefor;

(b) any Bonds that have become Liquidity Facility Bonds; or

(© any remarketing proceeds of such Bonds or Liquidity Facility
Bonds to any Owner other than the Securities Depository or its nominee, as applicable;
and

2 except as provided in (3) below, the Trustee shall not have any
responsibility for paying the Purchase Price of any tendered Bond 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

3 the Trustee's sole responsibilities in connection with the purchase and
remarketing of atendered Bond shall be:

€) to draw upon the Liquidity Facility in the event the Remarketing
Agent for the Series of Bonds notifies the Trustee as provided herein that the Bonds of
such Series 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 Bonds, 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 Bond to the applicable Liquidity Facility Provider; and

(© remit any funds deposited by the Authority for the payment of the
Purchase Price of tendered Bonds to the Securities Depository for the benefit of the
tendering Beneficial Owners.

SECTION 4.15. Tender Provisions Applicable Upon Discontinuation of Book-Entry
System. If at any time the Bonds shall no longer be in the Book-Entry System, the procedures
set forth below shall apply.

(A) Each Bond shall be delivered (with all necessary endorsements) at or before
12:00 noon New Y ork 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 4.15(A) only if the Bond so delivered to the Trustee conforms in all respects to the
description thereof in the notice provided pursuant to Section 4.09 or Section 4.10 hereof, as
applicable. Payment of the Purchase Price with respect to purchases pursuant to the provisions
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set forth in this Section shall be made to the Owners of tendered Bonds 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 Bonds properly tendered to it for purchase hereunder as
agent and bailee of, and in escrow for the benefit of, the respective Owners of the Bonds that
shall have so tendered such Bonds until moneys representing the Purchase Price of such Bonds
shall have been delivered to or for the account of or to the order of such Owners.

(C) If aBond 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 Bond is to be purchased, the
provisions set forth in Section 4.16 hereof shall apply.

SECTION 4.16. Bonds Deemed Purchased. If funds sufficient to pay the Purchase Price
of any Bond are held by the Trustee on any Purchase Date, such Bond shall be deemed to have
been purchased and shall be purchased according to the terms hereof, for al purposes of this
Indenture, irrespective of whether or not such Bond shall have been delivered to the Trustee, and
neither the former Owner of such Bond nor any other person shall have any claim thereon, under
this Indenture or otherwise, for any amount other than the Purchase Price thereof.

In the event any Bond purchased according to the terms hereof shall not be presented to
the Trustee, the Trustee shall segregate and hold uninvested the moneys for the Purchase Price of
such Bond in trust, without liability for interest thereon, for the benefit of the former Owners of
such Bond, 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 Bond.
Any moneys which the Trustee shall segregate and hold in trust for the payment of the Purchase
Price of any Bond 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 Bond shall ook only to the Authority for the payment thereof.

SECTION 4.17. Establishment of Bond Purchase Fund. The Trustee shall create,
establish and maintain, a separate fund to be designated as the “Bond Purchase Fund.” Moneys
deposited in the Bond 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 Bond Purchase Fund, such
separate account to be designated as the “Remarketing Proceeds Account,” the “Liquidity
Facility Account” and the “Authority Account.” The Bond Purchase Fund shall be held in trust
solely for the benefit of the Owners of tendered Bonds and the Trustee shall not have any interest
in, claim on or right to, any Bond Purchase Fund.

(A)  Remarketing Proceeds Account. Upon receipt of the proceeds of a remarketing of
any Bond on the date such Bond 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 Bond. 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.
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(B)  Liquidity Facility Account. Upon receipt of the proceeds of adraw 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 Bonds of a Series 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 Bonds of such Series shal be
immediately returned to the applicable Liquidity Facility Provider of such Series.

(C)  Authority Account. Upon receipt of funds from the Authority provided at its sole
discretion pursuant to Section 4.12(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 Bonds
of a Series. Any amounts deposited in an Authority Account and not needed for the payment of
the Purchase Price of the Bonds of such Series shall be immediately returned to the Authority.

(D)  Pursuant to Section 3.05, the Authority, at the time of issuance of each Series of
Bonds, may establish separate subaccount or subaccounts within the Remarketing Proceeds
Account, Liquidity Facility Account and Authority Account, as provided in a Supplemental
Indenture.

(E) Investment of Funds on Deposit in the Bond Purchase Funds. Amounts held in
the Remarketing Proceeds Account, the Liquidity Facility Account and the Authority Account
shall not be commingled with any other funds held by the Trustee and shall be held uninvested.

SECTION 4.18. Insufficient Funds for Tenders; Delayed Remarketing Period.

(A) If sufficient funds are not available to pay the Purchase Price of all tendered
Bonds of a Series to be purchased on any Purchase Date (such Bonds of such Series being
hereinafter referred to as the “ Tendered Bonds’): (1) no purchase of such Tendered Bonds shall
be consummated on such Purchase Date; (2) all such Tendered Bonds shall be returned to the
Owners thereof; (3) all remarketing proceeds shall be returned to the applicable Remarketing
Agent for return to the persons providing such moneys; and (4) such insufficiency and the failure
to pay the Purchase Price on any Payment Date shall not constitute an Event of Default under
this Indenture.

(B)  All such Tendered Bonds 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 Bonds are successfully remarketed.

(C)  The Authority may direct the conversion of such Tendered Bonds to a different
Mode during a Delayed Remarketing Period in accordance with Section 2.15 hereof; provided
that the Authority shall not be required to comply with the notice requirements described in
Section 2.15 hereof.

(D)  During a Delayed Remarketing Period, the Remarketing Agent shall continue to
use its best efforts to remarket such Tendered Bonds. 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 Bonds,
the Trustee shall give written notice by mail to the Owners of such Tendered Bonds not later
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than five Business Days prior to the proposed Purchase Date, which notice shall state: (1) that
such Tendered Bonds will be subject to mandatory tender for purchase on the proposed Purchase
Date; (2) the proposed Purchase Date; (3) the Mode applicable to such Tendered Bonds from and
after the proposed Purchase Date; (4) the procedures for such mandatory tender for purchase; (5)
the Purchase Price applicable to such Tendered Bonds; and (6) the consequences of a failed
remarketing.

(E) During a Delayed Remarketing Period, interest on such Tendered Bonds shall be
paid to the Owners thereof (1) on the first Business Day of each calendar month occurring during
such Delayed Remarketing Period and (2) on the day after the last day of such Delayed
Remarketing Period.

(F Notwithstanding any other provision of this Indenture to the contrary, the
provisions set forth in this Section 4.18 shall not apply to any Bonds of a Series in an ARS
Mode.

SECTION 4.19. Liquidity Facility; Alternate Liquidity Facility.

(A)  The Authority shall provide a Liquidity Facility for the Bonds of a Series 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 Bonds of such Series upon their optional or mandatory tender in accordance
with Section 4.09 and Section 4.10 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 and be acceptable to the applicable Bond Insurer for such Series of
Bonds.

(B) If aLiquidity Facility isin effect with respect to the Bonds of such Series, on each
date on which a Bond of such Series is to be purchased, the Trustee, by demand given by
Electronic Means before 12:30 p.m. New Y ork 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 Y ork
City time on such date an amount, in immediately available funds, sufficient, together with the
proceeds of the remarketing of such Bonds 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 4.17(B) hereof.

(C) It the Authority shall have delivered a Liquidity Facility to the Trustee in
accordance with subsection (A) of this Section, the Authority: (1) shall maintain such Liquidity
Facility or an Alternate Liquidity Facility, in an amount equal to the Required Stated Amount
prior to its termination; and (2) shall not voluntarily terminate such Liquidity Facility or any
Alternate Liquidity Facility without providing at least thirty (30) days written notice to the
Trustee and each of the other Notice Parties.

(D)  The Authority may provide an Alternate Liquidity Facility for the Bonds of such
Series on any Business Day not later than the fifth (5th) Business Day prior to the Expiration
Date of the Liquidity Facility then in effect for the Bonds of such Series. The Authority shall
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give at least thirty (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 4.10 hereof.

(E)  On or before the Substitution Date, there shall be delivered to the Trustee and the
applicable Bond Insurer: (1) the Alternate Liquidity Facility in substitution for the Liquidity
Facility then in effect, (2) a Favorable Opinion of Bond Counsel and (3) a written Opinion of
Counsel for the provider of Alternate Liquidity Facility to the effect that such Alternate Liquidity
Facility is alegal, 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
Bonds of such Series 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 Bonds of such Series subject to
mandatory purchase on such Substitution Date. Notwithstanding any other provision of this
Indenture 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 Bonds of such Series
shall remain subject to mandatory purchase on the proposed Substitution Date.

(F) In addition to the notice provided pursuant to Section 4.19(D) hereof, the Trustee
shall give written notice to the Owners of the Bonds of such Series 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 4.20. Appointment of Remarketing Agent.

(A)  Upon conversion of a Series of Bonds to a Mode which requires the appointment
of a Remarketing Agent, the Authority shall appoint a Remarketing Agent for Bonds of such
Series. Any Remarketing Agent shall be a member of the National Association of Securities
Dealers, Inc., shall have a capitalization of at least fifty million dollars ($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 Bonds of such
Series, the Remarketing Agent shall be deemed to have agreed: (1) to remarket such Bonds in
accordance with the provisions set forth herein; (2) to keep such books and records as shall be
consistent with prudent industry practice; and (3) to make such books and records available for
inspection by each of the Notice Parties at all reasonable times.

(C)  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
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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.

(D)  If the Remarketing Agent consolidates with, merges or converts into, or transfers
al 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 4.21. Duties of Remarketing Agent. Each Remarketing Agent shall use its
best efforts to offer for sale: (A) all Bonds of a Series (or portions thereof to be remarketed) for
which notice of optional tender pursuant to Section 4.09 hereof has been given; (B) al Bonds of
a Series that are required to be purchased (yy) 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 (zz) 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
(C) dl Liquidity Facility Bonds that are: (1) purchased on a Purchase Date described above in
clause (A) or (B) of this Section 4.21, (2) 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, (3) with respect to which an
Alternate Liquidity Facility isin effect, or (4) which are being marketed as Fixed Rate Bonds (if
the Remarketing Agent shall have been engaged to be the Fixed Rate Remarketing Agent).

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

SECTION 4.22. Limitations on Remarketing. No Bonds of any Series shall be
remarketed by the Remarketing Agent to the Authority or the City.

ARTICLEV

REVENUES; FUNDS AND ACCOUNTS

SECTION 5.01. Pledge and Assignment; Revenue Fund.

(A)  Subject only to the provisions of this Indenture permitting the application thereof
for the purposes and on the terms and conditions set forth herein, there are hereby pledged all of
the Revenues and any other amounts held in any fund or account established pursuant to this
Indenture (other than the Bond Purchase Fund and the Rebate Fund) to (1) secure the payment of
the principal of and premium, if any, and interest on the Bonds in accordance with their terms
and the provisions hereof and thereof, and (2) secure the payment of any Related Obligations.
Said pledge shall constitute afirst lien on and security interest in such assets and shall attach, be
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perfected and be valid and binding from and after delivery by the Trustee of the Bonds, without
any physical delivery thereof or further act.

(B)  The Authority hereby transfersin trust, grants a security interest in and assigns to
the Trustee, for the benefit of the Holders from time to time of the Bonds and any Providers, all
of the Revenues and other assets pledged in subsection (A) of this Section and all of the rights of
the Authority under the Facility Lease to receive and collect Base Rental Payments and other
amounts (except for (1) the right to receive any Additional Payments to the extent payable to the
Authority and (2) any rights of the Authority to indemnification), and the right to enforce,
whether by action at law or in equity or by other means, all provisions covenants and agreements
of the Facility Lease with respect to the payment of Base Rental Payments. The Trustee shall be
entitled to and shall collect and receive al of the Revenues, and any Revenues collected or
received by the Authority shall be deemed to be held, and to have been 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 be entitled to and shall take all steps actions and proceedings
reasonably necessary in its judgment to enforce al of the rights of the Authority and al of the
obligations of the City under the Facility Lease; provided that these rights shall not extend to any
right to terminate the Facility Lease or re-enter or re-let the Leased Property or any other
possessory right to the Leased Property.

(C) The Authority shall notify the Trustee of the execution of any Related
Obligations. With respect to the Series 2007 Bonds, the Authority is executing a Swap with
Bank of America, N.A. The Swap Revenues shall be deposited in the Revenue Fund and
Regular Swap Payments shall be paid from the Interest Account. Any Extraordinary Swap
Payments owed to the Swap Provider shall be paid from the Provider Payment Account on a
subordinate basis to any amounts then due and owing on the Bonds payable hereunder.

(D)  All Revenues shall be promptly deposited by the Trustee upon receipt thereof in a
special fund designated as the “Revenue Fund” which the Trustee is hereby directed to establish,
maintain and hold in trust, except as otherwise provided in Sections 5.08 and Section 5.09 and
except that al moneys received by the Trustee and required to be deposited in the Bond Purchase
Fund or the Redemption Fund, shall be promptly deposited in the Bond Purchase Fund and
Redemption Fund, respectively. All Revenues deposited with the Trustee shall be held
disbursed, allocated and applied by the Trustee only as provided in this Indenture.

At least three (3) Business Days prior to each date on which a Base Rental Payment is
due, pursuant to the Facility Lease, the Trustee shall notify the City of the amount of the
installment of Base Rental Payment needed to pay the principal of and interest on the Bonds and
any Regular Swap Payments estimated to become due prior to the next succeeding Base Rental
Payment Date. Any failure to send such notice shall not affect the City’s obligation to make
timely payments of installments of Base Rental Payments.

(E) Inorder to carry out and effectuate the pledge, charge and lien on Swap Revenues
contained herein, the Authority agrees and covenants that all Swap Revenues shall be transferred
when received to the Trustee for deposit in the Revenue Fund.
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SECTION 5.02. Allocation of Revenues. (A) On or before the dates specified below the
Trustee shall transfer from the Revenue Fund and deposit into the following respective accounts
(each of which the Trustee is hereby directed to establish and maintain within the Revenue Fund)
the following amounts, in the following order of priority, the requirements of each such account
(including the making up of any deficiencies in any such account resulting from lack of
Revenues sufficient to make any earlier required deposit) at the time of deposit to be satisfied
before any transfer is made to any account subsequent in priority:

FIRST: on or before each Interest Payment Date and Swap Payment Date, to the
Interest Account, the amount of interest becoming due and payable on such
Interest Payment Date on all Bonds and any Regular Swap Payments becoming
due and payable on Swaps, until the balance in said account is equal to said
amount of payments due; and

SECOND: to the Principal Account, on or before each September 1 commencing
September 1 2007 the amount of the principal payment or Sinking Fund
Installment becoming due and payable on such September 1 (or the succeeding
Interest Payment Date if September 1 is not an Interest Payment Date), until the
balance in said account is equal to said amount of such principal or Sinking Fund
Installment; and

THIRD: to the Provider Payment Account, the amount of any Extraordinary Swap
Payments or other amounts with respect to Related Obligations becoming due and
payable on any date; provided however that payment of such amounts shall be
subordinate to all amounts becoming due and payable on all Bonds and any
Regular Swap Payments becoming due and payable on Swaps.

(B)  Pursuant to Section 3.05, the Authority, at the time of issuance of each Series of
Bonds, may establish separate subaccount or subaccounts within the Interest Account, Principal
Account and the Provider Payment Account, as provided in a Supplemental Indenture.

SECTION 5.03. Application of Interest Account. All amounts in the Interest Account
shall be used and withdrawn by the Trustee solely for the purpose of paying interest on the
Bonds and any Regular Swap Payments as they shall become due and payable (including accrued
interest on any Bonds purchased or redeemed prior to maturity pursuant to this Indenture).

SECTION 5.04. Application of Principa Account.

(A)  All amountsin the Principal Account shall be used and withdrawn by the Trustee
solely to purchase or redeem or pay Sinking Fund Installments for a Series of Bonds or pay at
maturity the Bonds of a Series as provided herein or in a Supplemental Indenture.

(B)  On each Sinking Fund Installment date established pursuant to Section 5.04(C)
herein or in a Supplemental Indenture, the Trustee shall apply the Sinking Fund Installment
required on that date to the redemption (or payment at maturity, as the case may be) of a Series
of Bonds, upon the notice and in the manner provided in Article IV; provided that, pursuant to
Section 4.08, at any time prior to giving such notice of such redemption, the Trustee may apply
moneys in the Principal Account to the purchase of such Series of Bonds as directed in writing
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by the Authority, except that the purchase price (excluding accrued interest) shall not exceed the
par amount of such Series of Bonds so purchased. If, during the twelve-month period
immediately preceding a Sinking Fund Installment payment date, the Trustee has purchased a
Series of Bonds with moneys in the Principal Account pursuant to Section 4.08 or a Series of
Bonds were at any time purchased or redeemed by the Trustee from the Redemption Fund and
allocable to said Sinking Fund Installment, such Bonds shall be applied, to the extent of the full
principal amount thereof to reduce said Sinking Fund Installment. All Bonds purchased or
deposited pursuant to this subsection, if any, shall be cancelled by the Trustee. Bonds purchased
from the Principal Account, purchased or redeemed from the Redemption Fund shall be allocated
first to the next succeeding Sinking Fund Installment, then as a credit against such future Sinking
Fund Installments as the Authority may specify in writing.

(C)  Subject to the terms and conditions set forth in this Sectionand in
Section 4.01(H), the Series 2007 Term Bonds shall be redeemed (or paid at maturity, as the case
may be) by application of Sinking Fund Installments in the following amounts and on the
following dates:

Sinking Fund Sinking Fund
Installment Date Sinking Fund Installment Date Sinking Fund

(September 1) Installments (September 1) Installments
2007 $825,000 2021 $2,275,000
2008 250,000 2022 2,450,000
2009 925,000 2023 2,625,000
2010 1,050,000 2024 2,800,000
2011 1,150,000 2025 3,025,000
2012 1,275,000 2026 3,225,000
2013 1,400,000 2027 3,450,000
2014 1,500,000 2028 3,500,000
2015 1,650,000 2029 3,625,000
2016 1,800,000 2030 3,775,000
2017 1,650,000 2031 3,925,000
2018 1,800,000 2032 4,075,000
2019 1,925,000 2033 4,250,000
2020 2,075,000

Final Maturity

Notwithstanding the foregoing, when any Bond to be redeemed pursuant to this
Section 5.04(C) is subject to an ARS Rate Period, if such September 1 is not an Interest Payment
Date, the redemption from Sinking Fund Installments shall occur on the Interest Payment Date
immediately preceding such September 1, unless such September 1 isthe Maturity Date therefor.

If any Series 2007 Term Bonds has been optionally redeemed, the amounts of such
Sinking Fund Installments shall be reduced as directed by the Authority, or if not so directed,
proportionally in increments of Authorized Denominations, by the principal amount of all such
Series 2007 Term Bonds so optionally prepaid.

66

SF1 1445588 47922/34



SECTION 5.05. Reserve Fund. (A) The Authority hereby agrees to establish a separate
fund titled the “Reserve Fund” to be held by the Trustee. All money in the Reserve Fund shall
be deposited with, used and withdrawn by the Trustee solely for the purpose of funding the
Interest Account or the Principal Account, in that order, in the event of any deficiency in either
of such accounts on a Principal Payment Date or Interest Payment Date or Swap Payment Date,
except that so long as the Authority is not in default hereunder, any cash amounts in the Reserve
Fund in excess of the Reserve Fund Requirement shall be withdrawn from the Reserve Fund and
transferred to the Revenue Fund or, if so directed by the Authority, deposited into a Project Fund
during construction of any Project on each July 1, following the payment of any amounts due on
such date and on each date Bonds are redeemed or defeased. The Trustee shall notify the
Authority if any withdrawal is made from the Reserve Fund for the purpose of funding the
Interest Account or the Principal Account.

(B)  Pursuant to Section 3.05, the Authority, at the time of issuance of each Series of
Bonds, may establish separate subaccount or subaccounts within the Reserve Fund, as provided
in a Supplemental Indenture.

(C)  The Reserve Fund Requirement shall be determined upon the issuance of a Series
of Bonds, the defeasance or optional redemption of Bonds and upon the retirement of a Series of
Bonds. The Authority shall certify to the Trustee the amount of the Reserve Fund Requirement.

(D)  The Authority may satisfy the Reserve Fund Requirement, in whole or in part, at
any time by the deposit with the Trustee for the credit of the Reserve Fund of a Reserve Facility.
If the Reserve Fund Requirement is satisfied by a Reserve Facility, the Trustee shall draw on
such Reserve Facility in accordance with its terms and the terms hereof, in a timely manner, to
the extent necessary to fund any such deficiency in the Interest Account or the Principal
Account. The Authority shall repay solely from Revenues any draws under a Reserve Facility
and any Reserve Facility Costs related thereto. Interest shall accrue and be payable on such
draws and expenses from the date of payment by a Reserve Facility provider at the rate specified
in the agreement with respect to such Reserve Facility.

(E)  If the Authority causes a cash-funded Reserve Fund to be replaced with a Reserve
Facility, amounts on deposit in the Reserve Fund shall, upon Written Request of the Authority to
the Trustee, be transferred to the City and applied for any lawful purpose, subject, in the case
where such moneys are proceeds of Bonds, to the receipt by the Authority of an Opinion of
Counsel that such transfer will not cause the interest on the Bonds to be included in gross income
for purposes of federal income taxation.

SECTION 5.06. Application of Insurance Proceeds. In the event of any damage to or
destruction of any part of the Leased Property covered by insurance, the Authority shall cause
the proceeds of such insurance to be utilized for the repair, reconstruction or replacement of the
damaged or destroyed portion of the Leased Property, and the Trustee shall hold said proceedsin
a fund established by the Trustee for such purpose separate and apart from all other funds
designated the “Insurance and Condemnation Fund,” to the end that such proceeds shall be
applied to the repair, reconstruction or replacement of the Leased Property to at least the same
good order, repair and condition as it was in prior to the damage or destruction, insofar as the
same may be accomplished by the use of said proceeds. The Authority shall file a Certificate
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with the Trustee that sufficient funds from insurance proceeds or from any funds legally
available to the Authority, or from any combination thereof, are available in the event it elects to
repair reconstruct or replace the Leased Property. The Trustee shall invest said proceeds in
Permitted Investments pursuant to the Request of the Authority, as agent for the Authority under
the Facility Lease, and withdrawals of said proceeds shall be made from time to time upon the
filing with the Trustee of a Request of the Authority, stating that the Authority has expended
moneys or incurred liabilities in an amount equal to the amount therein stated for the purpose of
the repair, reconstruction or replacement of the Leased Property, and specifying the items for
which such moneys were expended, or such liabilities were incurred, in reasonable detail. Any
balance of such proceeds not required for such repair reconstruction or replacement and the
proceeds of use and occupancy insurance shall be paid to the Trustee as Base Rental Payments
and applied in the manner provided by Section 5.01. Alternatively, the Authority, if the proceeds
of such insurance together with any other moneys then available for such purpose are sufficient
to prepay al, in case of damage or destruction in whole of the Leased Property, or that portion,
in the case of partial damage or destruction of the Leased Property, of the Base Rental Payments
and all other amounts relating to the damaged or destroyed portion of the Leased Property, may
elect not to repair, reconstruct or replace the damaged or destroyed portion of the Leased
Property and thereupon shall cause said proceeds to be deposited in the Special Redemption
Account and used for the redemption of Outstanding Bonds pursuant to the applicable provisions
of Section 4.01(A). The Authority shall not apply the proceeds of insurance as set forth in this
Section 5.06 to redeem the Bonds in part due to damage or destruction of a portion of the Leased
Property unless the Base Rental Payments on the undamaged portion of the Leased Property will
be sufficient to pay the scheduled principal and interest on the Bonds remaining unpaid after
such redemption.

SECTION 5.07. Application of Redemption Fund. (A) The Trustee shall establish
maintain and hold in trust a fund separate from any other fund established and maintained
hereunder designated as the “Redemption Fund” and within the Redemption Fund a separate
Optional Redemption Account and a separate Special Redemption Account. All amounts
deposited in the Optional Redemption Account and in the Special Redemption Account shall be
used and withdrawn by the Trustee solely for the purpose of redeeming Bonds, in the manner
and upon the terms and conditions specified in ArticlelV, at the next succeeding date of
redemption for which notice has not been given and at the Redemption Prices then applicable to
redemptions from the Optional Redemption Account and the Special Redemption Account
respectively; provided that, at any time prior to giving such notice of redemption, the Trustee
shall, upon direction of the Authority, apply such amounts to the purchase of Bonds pursuant to
Section 4.08; and provided further that, in the case of the Optional Redemption Account, in lieu
of redemption at such next succeeding date of redemption or in combination therewith, amounts
in such account may be transferred to the Revenue Fund and credited against Base Rental
Paymentsin order of their due date as set forth in a Request of the Authority.

(B)  Pursuant to Section 3.05, the Authority, at the time of issuance of each Series of
Bonds, may establish separate subaccount or subaccounts within the Optional Redemption
Account and Special Redemption Account, as provided in a Supplemental Indenture.
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SECTION 5.08. Rebate Fund.

(A)  The Trustee shall establish and maintain a fund separate from any other fund
established and maintained hereunder designated as the Rebate Fund. Within the Rebate Fund,
the Trustee shall maintain such accounts as shall be specified by the Tax Certificate. Subject to
the transfer provisions provided in subsection (E) below, all money at any time deposited in the
Rebate Fund shall be held by the Trustee in trust, to the extent required to satisfy the Rebate
Amount (as defined in the Tax Certificate), for payment to the federal government of the United
States of America. Neither the Authority, the City, nor the Holder of any Bonds shall have any
rights in or claim to such money. All amounts deposited into or on deposit in the Rebate Fund
shall be governed by this Section, by Section6.05 and by the Tax Certificate (which is
incorporated herein by reference). The Trustee shall be deemed conclusively to have complied
with such provisions if it follows the written directions of the Authority including supplying all
necessary information in the manner provided in the Tax Certificate, and shall have no liability
or responsibility to enforce compliance by the City or the Authority with the terms of the Tax
Certificate. The Authority shall be deemed conclusively to have complied with the provisions of
this Section if it takes such action as may reasonably be requested by the City or the Authority
pursuant to the Tax Certificate.

(B) Upon the Authority’s written direction, an amount shall be deposited to the
Rebate Fund by the Trustee from deposits by the Authority or from available investment
earnings on amounts held in the Revenue Fund, if and to the extent required, so that the balance
in the Rebate Fund shall equal the Rebate Amount. Computations of the Rebate Amount shall be
furnished to the Trustee by or on behalf of the Authority in accordance with the Tax Certificate.

(C)  The Trustee shall have no obligation to rebate any amounts required to be rebated
pursuant to this Section, other than from moneys held in the funds and accounts created under
this Indenture or from other moneys provided to it by the Authority.

(D) At thewritten direction of the Authority, the Trustee shall invest all amounts held
in the Rebate Fund in Permitted Investments, subject to the restrictions set forth in the Tax
Certificate. Money shall not be transferred from the Rebate Fund except as provided in
subsection (E) below.

(E)  Upon receipt of the Authority’s written directions, the Trustee shall remit part or
all of the balances in the Rebate Fund to the United States, as so directed. In addition, if the
Authority so directs in writing, the Trustee will deposit money into or transfer money out of the
Rebate Fund from or into such accounts or funds, as so directed. Any funds remaining in the
Rebate Fund after redemption and payment of all of the Bonds and payment and satisfaction of
any Rebate Amount, or provision made therefor satisfactory to the Trustee, shall be withdrawn
and remitted to the Authority.

(F) Notwithstanding any other provision of this Indenture, including in particular
Article X, the obligation to remit the Rebate Amounts to the United States and to comply with all
other requirements of this Section, Section 6.05 and the Tax Certificate shall survive the
defeasance or payment in full of the Bonds.
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SECTION 5.09. Investment of Moneys in Funds and Accounts. All moneys in any of
the funds and accounts established pursuant to this Indenture (other than the Bond Purchase
Fund) shall be invested by the Trustee solely in Permitted Investments. Moneys in the Bond
Purchase Fund shall remain uninvested. Permitted Investments shall be purchased at such prices
asthe Authority may direct. The directions of the Authority shall be subject to the limitations set
forth in Section 6.05. All Permitted Investments shall be acquired subject to the limitations as to
maturities hereinafter in this Section set forth and such additional limitations or requirements
consistent with the foregoing as may be established by Request of the Authority. No Request of
the Authority shall impose any duty on the Trustee inconsistent with its fiduciary responsibilities.
In the absence of directions from the Authority, the Trustee shall invest in Permitted Investments
specified in subsection (9) of the definition thereof in Section 1.01.

Moneys in all funds and accounts (other than the Bond Purchase Fund) shall be invested
in Permitted Investments maturing not later than the date on which it is estimated that such
moneys will be required for the purposes specified in this Indenture. Permitted Investments
purchased under a repurchase agreement may be deemed to mature on the date or dates on which
the Trustee may deliver such Permitted Investments for repurchase under such agreement.
Permitted Investments purchased under an investment agreement may be deemed to mature on
the date or dates on which the Trustee may withdraw the full amount invested therein, without
penalty.

All interest, profits and other income received from the investment of moneys in the
Rebate Fund shall be deposited when received in such fund. All interest, profits and other
income received from the investment of moneys in any other fund or account established
pursuant to this Indenture shall be deposited when received (1) prior to the delivery of the
Certificate of the Authority required by Section 3.04(D) in the Project Fund and (2) thereafter in
the Revenue Fund. Notwithstanding anything to the contrary contained in this paragraph, an
amount of interest received with respect to any Investment Security equal to the amount accrued
interest, if any, paid as part of the purchase price of such Investment Security shall be credited to
the fund or account for the credit of which such Investment Security was acquired.

Permitted Investments acquired as an investment of moneys in any fund or account
established under this Indenture shall be credited to such fund or account. For the purpose of
determining the amount in any such fund or account all Permitted Investments credited to such
fund or account shall be valued at the lower or cost (exclusive of accrued interest after the first
payment of interest following acquisition) or market value (plus, prior to the first payment of
interest following acquisition, the amount of interest paid as part of the purchase price).

The Trustee may commingle any of the amounts on deposit in the funds or accounts
established pursuant to this Indenture (other than the Bond Purchase Fund or the Rebate Fund)
into a separate fund or funds for investment purposes only, provided that al funds or accounts
held by the Trustee hereunder shall be accounted for separately as required by this Indenture.
The Trustee may act as principal or agent in the making or disposing of any investment. The
Trustee may sell at the best price reasonably obtainable, or present for redemption, any Permitted
Investments so purchased whenever it shall be necessary to provide moneys to meet any required
payment, transfer, withdrawal or disbursement from the fund or account to which such
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Investment Security is credited. For investment purposes, the Trustee may commingle the funds
and accounts established hereunder, but shall account for each separately.

SECTION 5.10. Application of Provider Payment Account. All amounts in the Provider
Payment Account shall be used and withdrawn by the Trustee solely for the purpose of paying
any amounts owed to Providers, including Extraordinary Swap Payments, when due. To the
extent amounts deposited therein are insufficient to pay al amounts owed to Providers, such
amounts shall be applied on a pro rate basis to the payment of amounts owed to Providers.

SECTION 5.11. Additional Security. In addition to the pledge of Revenues and other
security provided in the Granting Clause hereof, the Authority or the City may, in its discretion,
provide additional security or credit enhancement for specified Bonds or Series of Bonds
(including, without limitation, any tax increment reimbursement agreements) with no obligation
to provide such additional security or credit enhancement to other Series of Bonds.

ARTICLE VI

PARTICULAR COVENANTS

SECTION 6.01. Punctual Payment. The Authority shall punctually cause to be paid the
principal or Redemption Price and interest to become due in respect of al the Bonds, in strict
conformity with the terms of the Bonds and of this Indenture, according to the true intent and
meaning thereof, but only out of Revenues and other assets pledged for such payment as
provided in this Indenture.

SECTION 6.02. Extension of Payment of Bonds. Except as set forth in Section 9.01, the
Authority shall not directly or indirectly extend or assent to the extension of the maturity of any
of the Bonds or the time of payment of any claims for interest by the purchase or funding of such
Bonds or claims for interest or by any other arrangement and in case the maturity of any of the
Bonds or the time of payment of any such claims for interest shall be extended, such Bonds or
claims for interest shall not be entitled, in case of any default hereunder to the benefits of this
Indenture, except subject to the prior payment in full of the principal of all of the Bonds then
Outstanding and of all claims for interest thereon which shall not have been so extended.
Nothing in this Section shall be deemed to limit the right of the Authority to issue obligations for
the purpose of refunding any Outstanding Bonds, and such issuance shall not be deemed to
constitute an extension of maturity of Bonds.

SECTION 6.03. Against Encumbrances. The Authority shall not create any pledge, lien,
charge or other encumbrance upon the Revenues and other assets pledged or assigned under this
Indenture while any of the Bonds or Swaps are Outstanding, except the pledges and assignments
created by this Indenture, and will assist the Trustee in contesting any such pledge, lien, charge
or other encumbrance which may be created. Subject to this limitation the Authority expressly
reserves the right to enter into one or more other indentures for any of its corporate purposes and
reserves the right to issue other obligations for such purposes.

SECTION 6.04. Power to Issue Bonds and Make Pledge and Assignment. The
Authority is duly authorized pursuant to law to issue the Bonds and to enter into this Indenture
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and to pledge and assign the Revenues and other assets purported to be pledged and assigned
respectively, under this Indenture in the manner and to the extent provided in this Indenture. The
Bonds and the provisions of this Indenture are and will be the legal, valid and binding limited
obligations of the Authority in accordance with their terms, and the Authority and Trustee shall
at al times, to the extent permitted by law, defend, preserve and protect said pledge and
assignment of Revenues and other assets and all the rights of the Bondholders under this
Indenture against al claims and demands of all Persons whomsoever.

SECTION 6.05. Tax Covenants; Rebate Fund.

(A)  Pursuant to Section 5.08, the Trustee shall establish and maintain a fund separate
from any other fund or account established and maintained hereunder designated as the Rebate
Fund. There shall be deposited in the Rebate Fund such amounts as are required to be deposited
therein pursuant to the Tax Certificate. All money at any time deposited in the Rebate Fund shall
be held by the Trustee in trust, to the extent required to satisfy the Rebate Requirement (as
defined in the Tax Certificate), for payment to the United States of America. Notwithstanding
the provisions of ArticleV relating to the pledge of Revenues, the alocation of money in the
Revenue Fund, the investments of money in any fund or account, the application of funds upon
acceleration and the defeasance of Outstanding Bonds, all amounts required to be deposited into
or on deposit in the Rebate Fund shall be governed exclusively by this Section 6.05 and by the
Tax Certificate (which is incorporated herein by reference). The Trustee shal be deemed
conclusively to have complied with such provisions if it follows the written directions of the
Authority or the City, and shall have no liability or responsibility to enforce compliance by the
Authority or the City with the terms of the Tax Certificate.

(B)  Any funds remaining in the Rebate Fund after redemption and payment with
respect to all of the Bonds and all other amounts due hereunder or under the Facility Lease or
provision made therefor satisfactory to the Trustee, including accrued interest and payment of
any applicable fees and expenses to the Trustee and satisfaction of the Rebate Requirement (as
defined in the Tax Certificate), shall be withdrawn by the Trustee and remitted to or upon the
direction of the Authority.

(C)  The Authority shall not use or permit the use of any proceeds of the Series 2007
Bonds or any funds of the Authority, directly or indirectly, to acquire any securities or
obligations, and shall not take or permit to be taken any other action or actions, which would
cause any of the Series 2007 Bonds to be an “arbitrage bond” within the meaning of Section 148
of the Code “private activity bond” within the meaning of Section 141(a) of the Code, or
“federally guaranteed” within the meaning of Section 149(b) of the Code and any such
applicable requirements promulgated from time to time thereunder and under Section 103(c) of
the Internal Revenue Code of 1954, as amended. The Authority shall observe and not violate the
requirements of Section 148 of the Code and any such applicable regulations. The Authority
shall comply with all requirements of Section 148 and 149(b) of the Code to the extent
applicable to the Series 2007 Bonds. In the event that at any time the Authority is of the opinion
that for purposes of this Section 6.05(c) it is necessary to restrict or to limit the yield on the
investment of any moneys held by the Trustee under this Indenture, the Authority shall so
instruct the Trustee under this Indenture in writing, and the Trustee shall take such action as may
be necessary in accordance with such instructions.
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(D)  The Authority and the Trustee (as directed by the Authority) specifically covenant
to comply with the provisions and procedures of the Tax Certificate; provided that the Trustee
shall not be bound by this covenant if an Event of Default has occurred and continuing.

(E)  The Authority shall not use or permit the use of any proceeds of the Series 2007
Bonds or any funds of the Authority, directly or indirectly, in any manner, and shall not take or
omit to take any action that would cause any of the Series 2007 Bonds to be treated as an
obligation not described in Section 103(a) of the Code.

(F) Notwithstanding any provisions of this Section 6.05, if the Authority shall provide
to the Trustee an Opinion of Counsel that any specified action required under this Section 6.05 or
the Tax Certificate is no longer required or that some further or different action is required to
maintain the exclusion from federal income tax of interest on the Series 2007 Bonds the Trustee
and the Authority may conclusively rely on such opinion in complying with the requirements of
this Section, and, notwithstanding Article I X hereof, the covenants hereunder shall be deemed to
be modified to that extent.

(G)  The Authority covenants that, in the event of any change in this Indenture or other
relevant documents relating to the Series 2007 Bonds, or any other actions taken or omitted by
the Authority, upon the advice or with the approving Opinion of Counsel other than Sidley
Austin LLP, Bond Counsel in connection with the original execution and delivery of the Series
2007 Bonds, the Authority will, upon the making of any such change, or the taking or omission
of any such other action, cause to be delivered an Opinion of Counsel (together with a reliance
letter thereon addressed to the Bond Insurer for the Series 2007 Bonds and the Trustee)
nationally recognized in the area of municipal bonds to the effect that the interest on the Series
2007 Bonds is excluded from gross income for federal income tax purposes.

SECTION 6.06. Accounting Records and Reports. The Authority will keep or cause to
be kept proper books of record and accounts in which complete and correct entries shall be made
of al transactions relating to the receipts, disbursements, alocation and application of the
Revenues, and such books shall be available for inspection by the Trustee at reasonable hours
and under reasonable conditions. Not more than two hundred seventy (270) days after the close
of each Fiscal Y ear, the Authority shall furnish or cause to be furnished to the Trustee a complete
financial statement covering receipts, disbursements, allocation and application of Revenues for
such Fiscal Year. The Authority shall also keep or cause to be kept such other information as
required under the Tax Certificate. The Trustee shall have no duty to review or examine such
statement.

SECTION 6.07. Construction of Project. The Authority will construct or cause to be
constructed the Project from the proceeds of the Bonds with all practicable dispatch and such
construction will be made in an expeditious manner and in conformity with the law so as to
complete the same as soon as possible.

SECTION 6.08. Amendments to Facility Lease or Sublease. The Authority shall not
supplement, amend, modify or terminate any of the terms of the Facility Lease or Sublease, or
consent to any such supplement, amendment, modification or termination, without the prior
written consent of the Trustee and the Bond Insurer. The Trustee shall give such written consent
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(@) if such supplement, amendment, modification or termination will not materialy adversely
affect the interests of the Bondholders or result in any material impairment of the security hereby
given for the payment of the Bonds (provided that such supplement amendment or modification
shall not be deemed to have such adverse effect or to cause such material impairment solely by
reason of substitution of real property pursuant to Section 2.04 of the Facility Lease), (b)to
accommodate the issuance of Additional Bonds pursuant to a Supplemental Indenture, (c) to add
to the agreements, conditions, covenants and terms required to be observed or performed
thereunder by any party thereto, or to surrender any right or power therein reserved to the
Authority or the City, (d) to cure, correct or supplement any ambiguous or defective provision
contained therein, which action does not materially adversely affect the interests of the
Bondholders, (e) to accommodate any removal or substitution of the Leased Property in
accordance with Section 2.04 of the Facility Lease, (f) to modify the legal description of the
Leased Property to conform to the requirements of title insurance or otherwise to add or delete
property descriptions to reflect accurately the description of the parcels intended or preferred to
be included therein, or (g) the Trustee first obtains the written consent of the Bondholders of a
majority in principal amount and Accreted Value, as the case may be, of the Bonds then
Outstanding to such settlement, amendment, modification or termination; provided, that no such
supplement, amendment, modification or termination shall reduce the amount of Base Rental
Payments to be made to the Authority or the Trustee by the City pursuant to the Facility Lease,
or extend the time for making such payments, or permit the creation of any lien prior to or on a
parity with the lien created by the Indenture on the Base Rental Payments (except as expressly
provided in the Facility Lease), in each case without the written consent of al of the
Bondholders of the Bonds then Outstanding and the Bond Insurer.

Any supplement, amendment or modification entered into pursuant to this Section 6.08
shall not, for purposes of this Section 6.08, be deemed to materially adversely affect the interest
of the Bondholders or result in any material impairment of the security given for the payments of
the Bonds so long as all Bonds are insured by a Bond Insurance Policy, and each Bond Insurer
shall be rated in the highest rating category by two of the Rating Agencies.

SECTION 6.09. Leasehold Estate; Enforcement of Facility Lease. The Authority will
be, on the date of the delivery of the Bonds, the owner and lawfully possessed of the leasehold
estate described in the Facility Lease, and the Facility Lease will be, on the date of delivery of
the Bonds, a valid subsisting demise for the term therein set forth of the property which it
purports to demise. At the time of the delivery of the Bonds the City will be the owner in fee
simple of the premises described therein, and the Facility Lease will be lawfully made by the
City, and the covenants contained in the Facility Lease on the part of the City will be valid and
binding. At the time of the delivery of the Bonds, the Authority will have good right, full power
and lawful authority to lease said leasehold estate, in the manner and form provided in the
Facility Lease, and the Facility Lease will be duly and regularly executed.

Without allowance for any days of grace which may or might exist or be alowed by law
or granted pursuant to any terms or conditions of the Facility Lease, the Authority will in all
respects promptly and faithfully keep, perform and comply with all the terms, provisions
covenants, conditions and agreements of the Facility Lease to be kept, performed and complied
with by it. The Authority will not do or permit anything to be done, or omit or refrain from
doing anything, in any case where any such act done or permitted to be done, or any such
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omission of or refraining from action, would or might be a ground for declaring a forfeiture of
the Facility Lease, or would or might be a ground for cancellation or termination of the Facility
Lease by the lessee thereunder. The Authority will promptly deposit with the Trustee (to be held
by the Trustee until the title and rights of the Trustee under this Indenture shall be released or
reconvened) any and all documentary evidence received by it showing compliance with the
provisions of the Facility Lease to be performed by the Authority. The Authority, immediately
upon its receiving or giving any notice, communication or other document in any way relating to
or affecting the Facility Lease, or the leasehold estate thereby created, which mayor can in any
manner affect the estate of the lessor or of the Authority in or under the Facility Lease, will
deliver the same, or a copy thereof, to the Trustee.

The Trustee shall promptly collect all amounts due from the City pursuant to the Facility
Lease, shall perform all duties imposed upon it pursuant to the Facility Lease and shall diligently
enforce, and take all steps, actions and proceedings reasonably necessary for the enforcement of,
all of therights of the Authority and all of the obligations of the City.

SECTION 6.10. Waiver of Laws. The Authority shall not at any time insist upon or
plead in any manner whatsoever, or clam or take the benefit or advantage of, any stay or
extension law now or at any time hereafter in force that may affect the covenants and agreements
contained in this Indenture or in the Bonds, and all benefit or advantage of any such law or laws
is hereby expressly waived by the Authority to the extent permitted by law.

SECTION 6.11. Further Assurances. The Authority shall make, execute and deliver any
and all such further indentures, instruments and assurances as may be reasonably necessary or
proper to carry out the intention or to facilitate the performance of this Indenture and for the
better assuring and confirming unto the Holders of the Bonds of the rights and benefits provided
in this Indenture.

ARTICLE VII

EVENTS OF DEFAULT AND REMEDIES OF BONDHOLDERS

SECTION 7.01. Events of Default. The following events shall be Events of Default:

(A)  default in the due and punctual payment of the principal or Redemption Price of
any Bond when and as the same shall become due and payable, whether at maturity as therein
expressed, by proceedings for redemption, by acceleration or otherwise or default in the
redemption of any Bonds from Sinking Fund Installments in the amount and at the times
provided therefor;

(B)  default in the due and punctual payment of any installment of interest on any
Bond or any Regular Swap Payment when and as such interest installment or Regular Swap
Payment shall become due and payable;

(C)  default in any material respect by the Authority in the observance of any of the
other covenants, agreements or conditions on its part in this Indenture or in the Bonds contained,
if such default shall have continued for a period of sixty (60) days after written notice thereof,
specifying such default and requiring the same to be remedied, shall have been given to the
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Authority and the City by the Trustee, or to the Authority, the City and the Trustee by any of the
Bond Insurer or the Holders of not less than twenty-five per cent (25%) in aggregate principal
amount of the Bonds at the time Outstanding; or

(D)  an Event of Default occurring under Section 6.01 of the Facility Lease.

Upon actual knowledge of the existence of any Event of Default, the Trustee shall notify
the Authority, the City, and the Bond Insurer in writing as soon as practicable; provided,
however, that the Trustee need not provide notice of any event of default pursuant to
subsection (D) above (a “Lease Default Event) if the City has expressy acknowledged the
existence of such Lease Default Event in awriting delivered to the Trustee, the Bond Insurer and
the Authority. Additionally, the Trustee shall immediately notify the applicable Bond Insurer if
at any time there are insufficient moneys to make any payments of principal of and/or interest on
the Insured Bonds insured by such Bond Insurer and immediately upon the occurrence of any
Event of Default hereunder and shall provide such additional information as such Bond Insurer
shall reasonably request.

SECTION 7.02. Acceleration of Maturities. Whenever any Event of Default referred to
in Section 7.01 shall have happened and be continuing, the Trustee may take the following
remedia steps:

(A) In the case of an Event of Default described in Section 7.01 (A) or (B) of this
Indenture, the Trustee may notify the Authority and the City of such Event of Default may make
ademand for payment under the Indenture and may declare the principal of all obligations issued
under the Indenture then outstanding to be due and immediately payable, and upon any such
declaration the same shall become and shall be immediately due and payable, anything in this
Indenture to the contrary notwithstanding;

(B) Inthe case of an Event of Default described in Section 7.01(C) of this Indenture,
the Trustee may take whatever action at law or in equity is necessary or desirable to enforce the
performance, observance or compliance by the Authority with any covenant condition or
agreement by the Authority under this Indenture; and

(C)  Inthe case of an Event of Default described in Section 7.01(D) of this Indenture,
the Trustee may take whatever action the Authority would be entitled to take, and shall take
whatever action the Authority would be required to take, pursuant to the Facility Lease in order
to remedy the Lease Default Event.

Nothing contained herein, however, shall require the Trustee to exercise any remediesin
connection with an Event of Default unless the Trustee shall have actual knowledge or shall have
received written notice of such Event of Default.

SECTION 7.03. Application of Revenues and Other Funds After Default. If an Event of
Default shall occur and be continuing, al Revenues and any other funds then held or thereafter
received by the Trustee under any of the provisions of this Indenture (subject to Section 11.10
and other than moneys required to be deposited in the Rebate Fund or the Bond Purchase Fund)
shall be applied by the Trustee as follows and in the following order:
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Q) To the payment of any expenses necessary in the opinion of the Trustee to

protect the interests of the Holders of the Bonds and the Providers and 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 Indenture; and

2 To the payment of the principal or Redemption Price of and interest then

due on the Bonds (upon presentation of the Bonds to be paid, and stamping thereon of the
payment if only partially paid, or surrender thereof if fully paid) and the Regular Swap Payments
subject to the provisions of this Indenture (including Section 7.02), as follows:

@ Unless the principal of all of the Bonds shall have become or have

been declared due and payable

FIRST: To the payment to the Persons entitled thereto of all installments of
interest then due in the order of the maturity of such installments and any Regular
Swap Payments, 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

SECOND: To the payment to the Persons entitled thereto of the unpaid principal
(including Sinking Fund Installments) or Redemption Price of any Bonds which
shall have become due, whether at maturity or by call for redemption, in the order
of their due dates, with interest on the overdue principal at the rate borne by the
respective Bonds and, if the amount available shall not be sufficient to pay in full
al the Bonds due on any date, together with such interest, then to the payment
thereof ratably, according to the amounts of principal or Redemption Price due on
such date to the Persons entitled thereto, without’ any discrimination or
preference.

THIRD: To the payment to the Providers entitled thereto of amounts due with
respect to any Related Obligations, and, if the amount available shall not be
sufficient to pay in full any amounts due with respect to any Related Obligations,
then to the payment thereof ratably, according to the amounts due thereon, to the
Providers entitled thereto without discrimination or preferences.

(b) If the principal of all of the Bonds shall have become or have been

declared due and payable

SF1 1445588 47922/34

FIRST: To the payment to the Persons entitled thereto of the principa and interest
then due and unpaid upon the Bonds and any Regular Swap Payments, with
interest on the overdue principal at the rate borne by the respective Bonds, and, if
the amount available shall not be sufficient to pay in full the whole amount so due
and unpaid, then to the payment thereof ratably, without preference or priority of
principal over interest, or of interest over principal, or of any instalment of
interest over any other installment of interest, or of any Bond over any other Bond
or of any principa or interest over any Regular Swap Payment, according to the
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amounts due respectively for principal and interest and Regular Swap Payments,
to the Persons entitled thereto without any discrimination or preference.

SECOND: To the extent funds remain available, to the payment to the Providers
entitled thereto of amounts due with respect to any Related Obligations, and, if
the amount available shall not be sufficient to pay in full any amounts due with
respect to any Related Obligations, then to the payment thereof ratably, according
to the amounts due thereon, to the Providers entitled thereto, without
discrimination or preferences.

SECTION 7.04. Trustee to Represent Bondholders. The Trustee is hereby irrevocably
appointed (and the successive respective Holders of the Bonds, by taking and holding the same,
shall be conclusively deemed to have so appointed the Trustee) as Trustee and true and lawful
attorney-in-fact of the Holders of the Bonds for the purpose of exercising and prosecuting on
their behalf such rights and remedies as may be available to such Holders under the provisions of
the Bonds, this Indenture, the Facility Lease, the Act and applicable provisions of any other law.
Upon the occurrence and continuance of an Event of Default or other occasion giving rise to a
right in the Trustee to represent the Bondholders, the Trustee in its discretion may, and upon the
written request of the Holders of not less than twenty-five percent (25%) in aggregate principal
amount of the Bonds then Outstanding, and upon being indemnified to its satisfaction therefor
shall, proceed to protect or enforce its rights or the rights of such Holders by such appropriate
action, suit, mandamus or other proceedings as it shall deem most effectual to protect and
enforce any such right, at law or in equity, either for the specific performance of any covenant or
agreement contained herein, or in aid of the execution of any power herein granted, or for the
enforcement of any other appropriate legal or equitable right or remedy vested in the Trustee or
in such Holders under this Indenture, the Facility Lease, the Act or any other law; and upon
instituting such proceeding, the Trustee shall be entitled, as a matter of right, to the appointment
of areceiver of the Revenues and other amounts and assets pledged under this Indenture pending
such proceedings. If more than one such request is received by the Trustee from the Holders, the
Trustee shall follow the written request executed by the Holders of the greater percentage of
Bonds then Outstanding in excess of twenty-five percent (25%). All rights action under this
Indenture or the Bonds or otherwise may be prosecuted and enforced by the Trustee without the
possession of any of the Bonds or the production thereof in any proceeding relating thereto, and
any such suit, action or proceeding instituted by the Trustee shall be brought in the name of the
Trustee for the benefit and protection of al the Holders of such Bonds, subject to the provisions
of this Indenture.

SECTION 7.05. Bondholders' Direction of Proceedings. Anything in this Indenture to
the contrary notwithstanding, the Holders of a majority in aggregate principal amount of the
Bonds then Outstanding shall, have the right, by an instrument or concurrent instruments in
writing executed and delivered to the Trustee, and upon indemnifying the Trustee to its
satisfaction therefor, to direct the method of conducting all remedial proceedings taken by the
Trustee hereunder, provided that such direction shall not be otherwise than in accordance with
law and the provisions of this Indenture, and that the Trustee shall have the right to decline to
follow any such direction which in the opinion of the Trustee would be unjustly prejudicial to
Bondholders not parties to such direction.
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SECTION 7.06. Limitation on Bondholders' Right to Sue. No Holder of any Bond shall
have the right to institute any suit, action or proceeding at law or in equity, for the protection or
enforcement of any right or remedy under this Indenture, the Facility Lease, the Act or any other
applicable law with respect to such Bond, unless (1) such Holder shall have given to the Trustee
written notice of the occurrence of an Event of Default; (2) the Holders of not less than twenty-
five per cent (25%) in aggregate principal amount of the Bonds then Outstanding shall have
made written request upon the Trustee to exercise the powers hereinbefore granted or to institute
such suit, action or proceeding in its own name; provided, however, that if more than one such
request is received by the Trustee from the Holders, the Trustee shall follow the written request
executed by the Holders of the greater percentage of Bonds then Outstanding in excess of
twenty-five percent (25%); (3) such Holder or said Holders shall have tendered to the Trustee
indemnity satisfactory to it against the costs, expenses and liabilities to be incurred in
compliance with such request; and (4) the Trustee shall have refused or omitted to comply with
such request for a period of sixty (60) days after such written request shall have been received
by, and said tender of indemnity shall have been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or omission are hereby
declared, in every case, to be conditions precedent to the exercise by any Holder of Bonds of any
remedy hereunder or under law; it being understood and intended that no one or more Holders of
Bonds shall have any right in any manner whatever by such Holders or Holders' action to affect
disturb or prejudice the security of this Indenture or the rights of any other Holders of Bonds, or
to enforce any right under this Indenture, the Facility Lease, the Act or other applicable law with
respect to the Bonds, except in the manner herein provided, and that al proceedings at law or in
equity to enforce any such right shall be instituted, had and maintained in the manner herein
provided and for the benefit and protection of all Holders of the Outstanding Bonds, subject to
the provisions of this Indenture.

SECTION 7.07. Absolute Obligation of Authority. Nothing in Section 7.06 or in any
other provision of this Indenture, or in the Bonds, contained shall affect or impair the obligation
of the Authority, which is absolute and unconditional, to pay the principal or Redemption Price
of and interest on the Bonds to the respective Holders of the Bonds at their respective dates of
maturity, or upon call for redemption, as herein provided, but only out of the Revenues and other
assets herein pledged therefor, and not otherwise, or affect or impair the right of such Holders,
which is also absolute and unconditional, to enforce such payment by virtue of the contract
embodied in the Bonds.

SECTION 7.08. Termination of Proceedings. In case any proceedings taken by the
Trustee or anyone or more Bondholders on account of any Event of Default shall have been
discontinued or abandoned for any reason or shall have been determined adversely to the Trustee
or the Bondholders, then in every such case the Authority, the Trustee, the Bond Insurer, the
Liquidity Facility Provider (if any) and the Bondholders, subject to any determination in such
proceedings, shall be restored to their former positions and rights hereunder, severally and
respectively, and all rights, remedies, powers and duties of the Authority, the Trustee, the Bond
Insurer, the Liquidity Facility Provider (if any) and the Bondholders shall continue as though no
such proceedings had been taken.
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SECTION 7.09. Remedies Not Exclusive. No remedy herein conferred upon or reserved
to the Trustee or to the Holders of the Bonds or to any Provider isintended to be exclusive of any
other remedy or remedies, and each and every such remedy, to the extent permitted by law, shall
be cumulative and in addition to any other remedy given hereunder or now or hereafter existing
at law or in equity or otherwise.

SECTION 7.10. No Waiver of Default. No delay or omission of the Trustee or of any
Holder of the Bonds or of any Provider to exercise any right or power arising upon the
occurrence of any default shall impair any such right or power or shall be construed to be a
waiver of any such default or an acquiescence therein; and every power and remedy given by this
Indenture to the Trustee or to the Holders of the Bonds may be exercised from time to time and
as often as may be deemed expedient.

ARTICLE VI

THE TRUSTEE

SECTION 8.01. Duties, Immunities and Liabilities of Trustee.

(A)  The Trustee shal, prior to an Event of Default, and after the curing of all Events
of Default which may have occurred, perform such duties and only such duties as are specifically
set forth in this Indenture, and, except to the extent required by law, no implied covenants or
obligations shall be read into this Indenture against the Trustee. The Trustee shall during the
existence of any Event of Default (which has not been cured), exercise such of the rights and
powers vested in it by this Indenture, and use the same degree of care and skill in their exercise,
as a prudent person that customarily engages in activities essentially similar to those provided for
the Trustee hereunder would exercise or use under the circumstances in the conduct of such
person’s own affairs.

(B)  The Authority may, upon written request of the City shall, remove the Trustee at
any time unless an Event of Default shall have occurred and then be continuing, and shall
remove the Trustee if at any time requested to do so by an instrument or concurrent instruments
in writing signed by the Holders of not less than a majority in aggregate principal amount of the
Bonds then Outstanding (or their attorneys duly authorized in writing) or if at any time the
Trustee shall cease to be eligible in accordance with subsection (E) of this Section, or shall
become incapable of acting, or shall be adjudged a bankrupt or insolvent, or a receiver of the
Trustee or its property shall be appointed, or any public officer shall take control or charge of the
Trustee or of its property or affairs for the purpose of rehabilitation, conservation or liquidation,
in each case by giving written notice of such removal to the Trustee, and thereupon shall appoint
a successor Trustee by an instrument in writing.

(C)  The Trustee may at any time resign by giving written notice of such resignation to
the Authority, the Bond Insurer, the Liquidity Facility Provider (if any), the City and by giving
the Bondholders notice of such resignation by mail at the addresses shown on the registration
books maintained by the Trustee. Upon receiving such notice of resignation the Authority shall
promptly appoint a successor Trustee by an instrument in writing. The Trustee shall not be
relieved of its duties until such successor Trustee has accepted appointment.
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(D)  Any removal or resignation of the Trustee and appointment of a successor Trustee
shall only become effective upon acceptance of appointment by the successor Trustee. If no
successor Trustee shall have been appointed and have accepted appointment within thirty (30)
days of giving notice of removal or notice of resignation as aforesaid, the resigning Trustee or
any Bondholder (on behalf of such Bondholder and all other Bondholders) may petition any
court of competent jurisdiction for the appointment of a successor Trustee, and such court may
thereupon, after such notice (if any) as it may deem proper, appoint such successor Trustee. Any
successor Trustee appointed under this Indenture shall signify its acceptance of such appointment
by executing and delivering to the Authority and to its predecessor Trustee. Trustee a written
acceptance thereof, and thereupon such successor Trustee, without any further act, deed or
conveyance, shall become vested with all the moneys, estates, properties, rights, powers, trusts,
duties and obligations of such predecessor Trustee, with like effect asif originally named Trustee
herein; but nevertheless at the request of the successor Trustee, such predecessor Trustee shall
execute and deliver any and all instruments of conveyance or further assurance and do such other
things as may reasonably be required for more fully and certainly vesting in and confirming to
such successor Trustee all the right, title and interest of such predecessor Trustee in and to any
property held by it under this Indenture and shall pay over, transfer, assign and deliver to the
successor Trustee any money or other property subject to the trusts and conditions herein set
forth. Upon the request of the successor Trustee, the Authority shall execute and deliver any and
al instruments as may be reasonably required for more fully and certainly vesting in and
confirming to such successor Trustee all such moneys, estates, properties, rights, powers, trusts,
duties and obligations. Upon the acceptance of appointment by a successor Trustee as provided
in this subsection, the Authority shall mail, or cause to be mailed, a notice of the succession of
such Trustee to the trusts hereunder to the Bondholders at the addresses shown on the
registration books maintained by the Trustee. If the Authority fails to mail such notice within
fifteen (15) days after acceptance of appointment by the successor Trustee, the successor Trustee
shall cause such notice to be mailed at the expense of the Authority.

(E)  The Trustee and any successor Trustee shall be a trust company or bank having a
combined capital and surplus of at least seventy-five million dollars ($75,000,000) (or providing
a guarantee of the full and prompt performance by the Trustee of its obligations under this Bond
Indenture by a guarantor with such combined capital and surplus) and subject to supervision or
examination by federal or state authority. If such bank or trust company publishes a report of
condition at least annually, pursuant to law or to the requirements of any supervising or
examining authority above referred to, then for the purpose of this subsection the combined
capital and surplus of such bank or trust company shall be deemed to be its combined capital and
surplus as set forth in its most recent report of condition so published. In case at any time the
Trustee shall cease to be eligible in accordance with the provisions of this subsection (E), the
Trustee shall resign immediately in the manner and with the effect specified in this Section.

SECTION 8.02. Merger or Consolidation. 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 al or substantialy al of its corporate trust business provided such
company shall be eligible under subsection (E) of Section 8.01, shall be the successor to such
Trustee without the execution or filing of any paper or any further act anything herein to the
contrary notwithstanding.
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SECTION 8.03. Liabhility of Trustee.

(A) The recitals of facts herein and in the Bonds contained shall be taken as
statements of the Authority, and the Trustee assumes no responsibility for the correctness of the
same, makes no representations as to the validity or sufficiency of this Indenture, of the Facility
Lease, of the Remarketing Agreement, or of the Bonds, and shall incur no responsibility in
respect thereof, other than in connection with the duties or obligations herein or in the Bonds
assigned to or imposed upon it except for any recital or representation specifically relating to the
Trustee or its powers. The Trustee shall, however, be responsible for its representations
contained in its certificate of authentication on the Bonds. The Trustee shall not be liable in
connection with the performance of its duties hereunder, except for its own negligence or willful
misconduct. The Trustee may become the owner of Bonds with the same rights it would have if
it were not Trustee, and, to the extent permitted by law, may act as depositary for and permit any
of its officers or directors to act as a member of, or in any other capacity with respect, any
committee formed to protect the rights of Bondholders, whether or not such committee shall
represent the Holders of amagority in principal amount of the Bonds then Outstanding.

(B)  The Trustee shall not be liable for any error of judgment made in good faith by
any of its officers, employees, agents or representatives, unlessit shall be proved that the Trustee
was negligent in ascertaining the pertinent facts.

(C)  The Trustee shall not be liable with respect to any action taken or omitted to be
taken by it in good faith in accordance with the direction of the Holders of not less than twenty-
five percent (25%) in aggregate principal amount of the Bonds at the time Outstanding relating
to the time, method and place of conducting any proceeding for any remedy available to the
Trustee, or exercising any trust or power conferred upon the Trustee under this Indenture.

(D)  The Trustee shall be under no obligation to exercise any of the rights or powers
vested in it by this Indenture at the request, order or direction of any of the Bondholders pursuant
to the provisions of this Indenture, other than to make draws on a Liquidity Facility or Bond
Insurance Policy in accordance with the terms of this Indenture, unless such Bondholders shall
have offered to the Trustee security or indemnity, satisfactory to the Trustee, against the costs,
expenses and liabilities which may be incurred therein or thereby. The Trustee has no obligation
or liability to the Holders for the payment of interest on, principa of or premium, if any, with
respect to the Bonds from its own funds, but rather the Trustee's obligations shall be limited to
the performance of its duties hereunder.

(E)  Except with respect to Events of Default specified in Section 7.01(A) or (B), the
Trustee shall not be deemed to have knowledge of any Event of Default unless and until an
officer at the Principal Office responsible for the administration of its duties hereunder shall have
actual knowledge thereof or the Trustee shall have received written notice thereof at the Principal
Office. The Trustee shall not be bound to ascertain or inquire as to the performance or
observance of any of the terms, conditions, covenants or agreements herein or of any of the
documents executed in connection with the Bonds, or as to the existence of a default or Event of
Default thereunder. The Trustee shall not be responsible for the validity or effectiveness of any
collateral given to or held by it.
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(F) The Trustee may execute any of the trusts or powers hereunder or perform any
duties hereunder either directly or by or through attorneys-in-fact, agents, receivers, officers,
employees or representatives, but shall be answerable for the negligence or misconduct of any
such attorney-in-fact, agent, receiver, officer, employee or representative selected by it. 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
mal practice of any counselor other professional (including without limiting the generality of the
foregoing, attorneys-in-law or certified public accountants) in connection with the rendering of
such counsels or other professionals advice in accordance with the terms of this Indenture, if
such counselor other professional was selected by the Trustee with due care.

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

(H)  Whether or not therein expressly so provided, every provision of this Indenture,
the Facility Lease or 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 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.

Q)] The Trustee agrees to accept and act upon facsimile transmission of written
instructions and/or directions pursuant to this Section provided; however, that: (1) subsequent to
such facsimile transmission of written instructions and/or directions the Trustee shall forthwith
receive the originaly executed instructions and/or directions, (2) such originaly executed
instructions and/or directions shall be signed by a person as may be designated and authorized to
sign for the party signing such instructions and/or directions, and (3) the Trustees shall have
received a current incumbency certificate containing the specimen signature of such designated
person.

SECTION 8.04. Right of Trustee to Rely on Documents. The Trustee shall be protected
in acting upon any notice, resolution, request, consent, order, certificate, report, opinion, bond,
requisition, statement, facsimile transmission, electronic mail 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 and/or counsel
selected by the Trustee, 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.

Whenever in the administration of the trusts imposed upon it by this Indenture the
Trustee shall deem it necessary or desirable that a matter be proved or established prior to taking
or suffering any action hereunder, such matter (unless other evidence in respect thereof be herein
specifically prescribed) may be deemed to be conclusively proved and established by a
Certificate of the Authority, and such Certificate shall be full warrant to the Trustee for any
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action taken or suffered in good faith under the provisions of this Indenture in reliance upon such
Certificate, but in its discretion the Trustee may, in lieu thereof, accept other evidence of such
matter or may require such additional evidence asto it may deem reasonable.

SECTION 8.05. Preservation and Inspection of Documents. All documents received by
the Trustee under the provisions of this Indenture shall be retained in its possession and shall be
subject at all reasonable times to the inspection of the Authority, the City, the Liquidity Facility
Provider (if any) and any Bondholder, and their agents and representatives duly authorized in
writing, at reasonable hours and under reasonable conditions.

SECTION 8.06. Compensation and Indemnification. The Authority shall pay to the
Trustee from time to time reasonable compensation for all services rendered under this
Indenture, and also al reasonable expenses, charges, legal and consulting fees and other
disbursements and those of its attorneys, agents and employees, incurred in and about the
performance of its powers and duties under this Indenture.

No provision of this Indenture shall require the Trustee to expend or risk its own funds or
otherwise incur any financia liability in the performance of any of its duties hereunder or in the
exercise of its rights or powers, if it has not received the agreed compensation for such services
or, in cases where the Trustee has a right to reimbursement or indemnification for such
performance or . exercise, if it shall have reasonable grounds for believing that repayment of
such funds or adequate indemnity against such risk or liability is not reasonably assured to it.

SECTION 8.07. Trustee' s Relationship to the Authority.

(A)  The Trustee acknowledges that the Bonds are payable solely from Revenues,
including payments to be made by the City pursuant to the Facility Lease and the Bonds, that the
Authority is a passive conduit for the payments to be made by the City pursuant to the Facility
Lease and the Bonds and that the Bonds are not general obligations of the Authority. The
Trustee, by execution of this Indenture, has accepted the assignment by the Authority to the
Trustee of the payments to be made by the City pursuant to the Facility L ease and the Bonds and
of certain of the rights of the Authority under the Facility Lease and the Bonds and, to the extent
permitted by law and subject to the limiting provisions contained herein has assumed any and all
responsibilities of the Authority under the Facility Lease and the Bonds to enforce those rights.
The Trustee will notify the Authority of any default known to the Trustee under the Facility
Lease or the Bonds, and will upon receipt of a Request of the Authority provide the Authority
with any information reasonably available to the Trustee which the Authority may reasonably
request regarding any events of default.

(B)  The Trustee agrees to provide the Authority within a reasonable time after the
receipt of a Request of the Authority any financial or other information it may reasonably request
relating to the City or to the Indenture or the Facility Lease and the Bonds which the Authority
finds necessary or desirable and which is reasonably available to the Trustee.

(C)  The Trustee will disclose to the Authority each calendar year the total amount of
fees charged for performing its duties hereunder.
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ARTICLE IX

MODIFICATION OR AMENDMENT OF THE INDENTURE

SECTION 9.01. Amendments Permitted.

(A)  ThisIndenture and the rights and obligations of the Authority and of the Holders
of the Bonds and of the Trustee and of any Swap Provider may be modified or amended from
time to time and at any time by an indenture or indentures supplemental hereto, which the
Authority and the Trustee may enter into when, the City shall have filed with the Trustee the
written consent of the Holders of a majority in aggregate principal amount of the Bonds then
Outstanding. No such modification or amendment shall (1) extend the stated maturity of any
Bond, or reduce the amount of principal thereof, or extend the time of payment or change the
method of computing the rate of interest thereon, or extend the time of payment of interest
thereon, or reduce any premium payable upon the redemption thereof or change the Purchase
Price to be paid to Holders tendering their Bonds, without the consent of the Holder of each
Bond so affected, or (2) reduce the aforesaid percentage of Bonds, the consent of the Holders of
which is required to effect any such modification or amendment, or permit the creation of any
lien on the Revenues and other assets pledged under this Indenture prior to or on a parity with the
lien created by this Indenture, or deprive the Holders of the Bonds or the Swap Provider of the
lien created by this Indenture on such Revenues and other assets (except as expressly provided in
this Indenture), without the consent of the Holders of all Bonds then Outstanding and the Swap
Provider. It shall not be necessary for the consent of the Bondholders to approve the particular
form of any Supplemental Indenture, but it shall be sufficient if such consent shall approve the
substance thereof. Promptly after the execution by the Authority and the Trustee of any
Supplemental Indenture pursuant to this subsection (A), the Trustee shall mail a notice, setting
forth in general terms the substance of such Supplemental Indenture to the Bondholders at the
addresses shown on the registration books maintained by the Trustee. Any failure to give such
notice, or any defect therein, shall not, however, in any way impair or affect the validity of any
such Supplemental Indenture.

(B)  ThisIndenture and the rights and obligations of the Authority, of the Trustee and
of the Holders of the Bonds, except as it relates to the Swap Agreement, may also be modified or
amended from time to time and at any time by an indenture or indentures supplemental hereto,
which the Authority and the Trustee may enter into without the necessity of obtaining the
consent of any Bondholders, for any purpose that will not materially adversely affect the
interests of the Holders of the Bonds, including (without limitation) anyone or more of the
following purposes:

(1) to add to the covenants and agreements of the Authority contained in this
Indenture other covenants and agreements thereafter to be observed, to pledge or assign
additional security for the Bonds (or any portion thereof), or to surrender any right or power
herein reserved to or conferred upon the Authority;

2 to make such provisions for the purpose of curing any ambiguity
inconsistency or omission, or of curing or correcting any defective provision, contained in this

85

SF1 1445588 47922/34



Indenture, or in regard to matters or questions arising under this Indenture, as the Authority or
the Trustee may deem necessary or desirable;

(©)) to modify, amend or supplement this Indenture in such manner as to
permit the qualification hereof under the Trust Indenture Act of 1939, as amended, or any similar
federal statute hereafter in effect, and to add such other terms, conditions and provisions as may
be permitted by said act or similar federal statute;

4) to provide for the issuance of any Additional Bonds and to provide the
terms of such Additional Bonds, subject to the conditions and upon compliance with the
procedure set forth in Article I11 (which shall be deemed not to adversely affect Bondholders);

(5) to evidence or give effect to, or to conform to the terms and provisions of
any Liquidity Facility;

(6) to evidence or give effect to, or to conform to the terms and provisions of
any insurance policy, letter of credit, surety bond or other credit enhancement for the Bonds;

@) to facilitate and implement any book entry system (or any termination of a
book entry system) with respect to the Bonds;

(8 to maintain the exclusion from gross income of interest payable with
respect to the Bonds; or

9 to make any modification or amendment to the Indenture which will be
effective upon the remarketing of Bonds following the mandatory tender of the Bonds pursuant
to Section 4.10.

Any Supplemental Indenture entered into pursuant to this paragraph shall not, for purposes of
this paragraph, materially adversely affect the interest of the Bondholders so long as (@) all
Bonds are insured by a Bond Insurance Policy or are Variable Rate Bonds, (b) each Bond Insurer
shall be rated in the highest Rating Category by S&P and Moody’s and (c) if there are Variable
Rate Bonds, the Supplemental Indenture shall not become effective until notice thereof shall
have been given to Bondholders and thirty (30) days shall have passed during which time
Owners of the Variable Rate Bonds shall have had the opportunity to tender their Bonds for
purchase or if Bonds are ARS, a successful Auction has been conducted.

(C)  TheTrustee may initsdiscretion, but shall not be obligated to, enter into any such
Supplemental Indenture authorized by subsections (A) or (B) of this Section which materially
adversely affects the Trustee's own rights, duties or immunities under this Indenture or
otherwise. In any event, the Trustee shall obtain the Swap Provider’s consent prior to entering
into any Supplemental Indenture authorized by subsections (A) or (B) of this Section which
materially adversely affects the Swap Providers rights, duties, or immunities under this Indenture
or otherwise.

SECTION 9.02. Effect of Supplemental Indenture. Upon the execution of any
Supplemental Indenture pursuant to this Article, this Indenture shall be deemed to be modified
and amended in accordance therewith, and the respective rights, duties and obligations under this
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Indenture of the Authority, the Trustee and all Holders of Bonds Outstanding shall thereafter be
determined, exercised and enforced hereunder subject in all respects to such modification and
amendment, and all the terms and conditions of any such Supplemental Indenture shall be
deemed to be part of the terms and conditions of this Indenture for any and all purposes.

SECTION 9.03. Endorsement of Bonds; Preparation of New Bonds. Bonds delivered
after the execution of any Supplemental Indenture pursuant to this Articlemay, and if the
Authority so determines shall, bear a notation by endorsement or otherwise in form approved by
the Authority and the Trustee as to any modification or amendment provided for in such
Supplemental Indenture, and, in that case, upon demand of the Holder of any Bond Outstanding
at the time of such execution and presentation of such Holders Bond for the purpose at the
Principal Office of the Trustee or at such additional offices as the Trustee may select and
designate for that purpose, a suitable notation shall be made on such Bond. If the Supplemental
Indenture shall so provide, new Bonds so modified as to conform, in the opinion of the
Authority, to any modification or amendment contained in such Supplemental Indenture, shall be
prepared by the Trustee at the expense of the Authority, executed by the Authority and
authenticated by the Trustee, and upon demand of the Holders of any Bonds then Outstanding
shall be exchanged at the Principal Office of the Trustee, without cost to any Bondholder, for
Bonds then Outstanding, upon surrender for cancellation of such Bonds, in equal aggregate
principal amounts of the same maturity.

SECTION 9.04. Amendment of Particular Bonds. The provisions of this Article IX shall
not prevent any Bondholder from accepting any amendment as to the particular Bonds held by
such Bondholder, provided that due notation thereof is made on such Bonds.

ARTICLE X

DEFEASANCE

SECTION 10.01. Discharge of Indenture. The Bonds may be paid by the Authority or
the Trustee on behalf of the Authority in any of the following ways:

(A) by paying or causing to be paid the principal or Redemption Price of and interest
on al Bonds Outstanding, as and when the same become due and payable;

(B) by depositing with the Trustee, in trust, at or before maturity, moneys or securities
in the necessary amount (as provided in Section 10.03) to pay when due or redeem all Bonds
then Outstanding; or

(C) by ddlivering to the Trustee, for cancellation by it, all Bonds then Outstanding.

If the Authority shall also pay or cause to be paid all other sums payable hereunder by the
Authority and under any Related Obligations and all Swaps have been terminated and are no
longer outstanding, then and in that case at the election of the Authority (evidenced by a
Certificate of the Authority filed with the Trustee signifying the intention of the Authority to
discharge al such indebtedness and this Indenture), and notwithstanding that any Bonds shall not
have been surrendered for payment, this Indenture and the pledge of Revenues and other assets
made under this Indenture and all covenants, agreements and other obligations of the Authority
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under this Indenture (except as otherwise provided in Section 5.08) shall cease, terminate
become void and be completely discharged and satisfied. In such event, upon the request of the
Authority, the Trustee shall cause an accounting for such period or periods as may be requested
by the Authority to be prepared and filed with the Authority and shall execute and deliver to the
Authority all such instruments as may be necessary to evidence such discharge and satisfaction
and the Trustee shall pay over, transfer, assign or deliver to the City al moneys or securities or
other property held by it pursuant to this Indenture which are not required for the payment or
redemption of Bonds not theretofore surrendered for such payment or redemption; provided that
in al events moneys in the Rebate Fund shall be subject to the provisions of Section 5.08.

SECTION 10.02. Discharge of Liability on Bonds. Upon the deposit with the Trustee, in
trust, at or before maturity, of money or securities in the necessary amount (as provided in
Section 10.03) to payor redeem any Outstanding Bond (whether upon or prior to its maturity or
the redemption date of such Bond) and pay any amounts due and payable on any Swaps then
Outstanding, provided that, if such Bond is to be redeemed prior to maturity (a) notice of such
redemption shall have been given as in ArticlelV provided or provison satisfactory to the
Trustee shall have been made for the giving of such notice, and (b) the Trustee, the Bond Insurer,
the Swap Provider and the Authority shall have received (i) verification report prepared by
independent certified public accountants, or other verification agent (which may be the
Remarketing Agent) satisfactory to the Trustee and the Authority, to the effect that the payment
of the principal of and premium, if any, and interest on such Bonds then Outstanding and any
and all other amounts required to be paid under the provisions of this Bond Indenture has been
provided for in the manner set forth in this Bond Indenture and the Swap Agreement, and (ii) an
Opinion of Bond Counsel addressed and delivered to the Trustee and the Authority to the effect
that so providing for the payment of such Bond shall not adversely affect the exclusion of the
interest on such Bond from gross income for federal income tax purposes, then all liability of the
Authority in respect of such Bond shall cease, terminate and be completely discharged, except
only that thereafter the Holder thereof shall be entitled to payment of the principal of and interest
on such Bond by the Authority, and the Authority shall remain liable for such payments, but only
out of such money or securities deposited with the Trustee as aforesaid for their payment,
subject, however, to the provisions of Section 10.04.

Notwithstanding anything in this Section 10.02 to the contrary, if the interest on or
principal of the related Insured Bonds shall have been paid by the related Bond Insurer pursuant
to the related Bond Insurance Policy, the obligations of the Authority hereunder and under such
Insured Bonds shall not be deemed discharged or satisfied, such Insured Bonds shall remain
Outstanding for all the assignment and pledge contained in Section 5.01 of this Indenture and all
obligations of the Authority under this Indenture shall continue to exist and run to the benefit of
such Bond Insurer, and such Bond Insurer shall be subrogated to the rights of Holders of such
Insured Bonds including, without limitation, any rights that the Holders of such Bonds may have
in respect of securities law violations arising from the offer and sale of such Insured Bonds.

SECTION 10.03. Deposit of Money or Securities with Trustee. Whenever in this
Indenture it is provided or permitted that there be deposited with or held in trust by the Trustee
money or securities in the necessary amount to payor redeem any Bonds, 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 Indenture (other than the Rebate Fund) and shall be:
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(A)  lawful money of the United States of Americain an amount equal to the principal
amount of such Bonds and all unpaid interest thereon to maturity (based on an assumed interest
rate equal to the Maximum Rate for periods for which the actual interest rate on the Bonds
cannot be determined), except that, in the case of Bonds which are to be redeemed prior to
maturity and in respect of which notice of such redemption shall have been given asin Article IV
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 or Redemption Price of
such Bonds and all unpaid interest thereon to the redemption date; or

(B)  United States Government Obligations, the principal of and interest on which
when due (without any income from the reinvestment thereof) will provide money sufficient to
pay the principal or Redemption Price of and all unpaid interest to maturity (based on an
assumed interest rate equal to the Maximum Rate for periods for which the actua interest rate on
the Bonds cannot be determined), or to the redemption date, as the case may be, on the Bonds to
be paid or redeemed, as such principal or Redemption Price and interest become due; provided
that, in the case of Bonds which are to be redeemed prior to the maturity thereof, notice of such
redemption shall have been given as in ArticlelV 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 Indenture or by Request of the Authority) to apply such money to the payment of such
principal or Redemption Price and interest with respect to such Bonds, and provided further, that
with respect to the deposit of United States Government Obligations pursuant to subsection (B),
the Trustee shall have received (i) a verification report from afirm of independent accountants or
attorneys acceptable to the Trustee to the effect that the amount deposited is sufficient to make
the payment specified therein and (ii) a defeasance opinion addressed to the Bond Insurer.

SECTION 10.04. Payment of Bonds After Discharge of Indenture. Notwithstanding any
provisions of this Indenture, any moneys held by the Trustee in trust for the payment of the
principal of or premium, if any, or interest on, any Bonds and remaining unclaimed for three
years (or, if shorter, one day before such moneys would escheat to the State of California under
then applicable California law) after such principal or interest, as the case may be, has become
due and payable (whether at maturity or upon call for redemption or by acceleration as provided
in this Indenture), if such moneys were so held at such date, or three years (or, if shorter, one day
before such moneys would escheat to the State of California under then applicable California
law) after the date of deposit of such moneys if deposited after said date when al of the Bonds
became due and payable, shall be repaid to the City free from the trusts created by this Indenture
upon receipt of an indemnification agreement acceptable to the Authority and the Trustee
indemnifying the Authority and the Trustee with respect to claims of Holders of Bonds which
have not yet been paid and containing the agreement of the City to remain liable for the amount
so repaid to the City, and al liability of the Authority and the Trustee with respect to such
moneys shall thereupon cease; provided, however, that before the repayment of such moneys to
the City as aforesaid, the Trustee may (at the cost of the City) first mail to the Holders of Bonds
which have not yet been paid, at the addresses shown on the registration books maintained by the
Trustee, a notice, in such form as may be deemed appropriate by the Trustee with respect to the
Bonds so payable and not presented and with respect to the provisions relating to the repayment
to the City of the moneys held for the payment thereof.
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ARTICLE XI

MISCELLANEOUS

SECTION 11.01. Limited Liability of Authority.  Notwithstanding anything this
Indenture or in the Bonds contained, the Authority shall not be required to advance any moneys
derived from any source other than the Revenues and other assets pledged under this Indenture
for any of the purposes in this Indenture mentioned, whether for the payment of the principal or
Redemption Price of or interest on the Bonds or for any other purpose of this Indenture.

SECTION 11.02. Successor is Deemed Included in All References to Predecessor.
Whenever in this Indenture either the Authority or the Trustee is named or referred, such
reference shall be deemed to include the successors or assigns thereof, and al the covenants and
agreements in this Indenture contained by or on behalf of the Authority or the Trustee shall bind
and inure to the benefit of the respective successors and assigns thereof whether so expressed or
not.

SECTION 11.03. Limitation of Rights to Parties, the Authority, the Bond Insurer, the
Providers, the City and Bondholders. Nothing in this Indenture or in the Bonds expressed or
implied is intended or shall be construed to give to any Person other than the Authority, the
Trustee, the City, the Bond Insurer, the Providers (if any) and the Holders of the Bonds, any
legal or equitable right, remedy or claim under or in respect of this Indenture or any covenant
condition or provision therein or herein contained; and all such covenants, conditions and
provisions are and shall be held to be for the sole and exclusive benefit of the Authority, the
Trustee, the City, the Bond Insurer, the Providers (if any) and the Holders of the Bonds.

SECTION 11.04. Waiver of Notice. Whenever in this Indenture the giving of notice by
mail or otherwise is required, the giving of such notice may be waived in writing by the Person
entitled to receive such notice and in any such case the giving or receipt of such notice shall not
be a condition precedent to the validity of any action taken in reliance upon such waiver.

SECTION 11.05. Destruction of Bonds. Whenever in this Indenture provision is made
for the cancellation by the Trustee and the delivery to the Authority of any Bonds, the Trustee
shall, in lieu of such cancellation and delivery, destroy such Bonds and deliver a certificate of
such destruction to the Authority.

SECTION 11.06. Severability of Invalid Provisions. If anyone or more of the provisions
contained in this Indenture or in the Bonds shall for any reason be held to be invalid illegal or
unenforceable in any respect, then such provision or provisions shall be deemed severable from
the remaining provisions contained in this Indenture and such invalidity, illegality or
unenforceability shall not affect any other provision of this Indenture, and this Indenture shall be
construed as if such invalid or illegal or unenforceable provision had never been contained
herein. The Authority hereby declares that it would have entered into this Indenture and each
and every other Section, paragraph, sentence, clause or phrase hereof and authorized the issuance
of the Bonds pursuant thereto irrespective of the fact that anyone or more Sections, paragraphs,
sentences, clauses or phrases of this Indenture may be held illegal invalid or unenforceable.
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SECTION 11.07. Notices. Any notice or request to or demand upon the Trustee shall be
in writing and may be served or presented, and such demand may be made, at the Principal
Office of the Trustee or at such other address as may have been filed in writing by the Trustee
with the Authority. Any notice to or demand upon the Authority and the City shall be deemed to
have been sufficiently given or served for al purposes by being delivered or sent by confirmed
facsimile transmission or by being deposited, postage prepaid, in a post office letter box,
addressed as follows:

Q) to the Authority at:

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

2 to the City at:

City of Modesto

1010 Tenth Street, Suite 5200
Modesto, CA 95353

Attention: Finance Director
Telephone No.: (209) 577-5371
Facsimile No.: (209) 571-5880

3 to the Trustee at:

The Bank of New Y ork Trust Company, N.A.
550 Kearny Street, Suite 600

San Francisco, CA 94108-2527

Facsimile No.: (415) 399-1647

(4)  totheAuction Agent at:

Deutsche Bank Trust Company Americas
60 Wall Street, 27" Floor

New York, New Y ork 10005

Attention: Kyshawn C. White
Telephone: (212) 250-6658

Facsimile: (212) 797-8600

Email: Kyshawn.White@db.com
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5) to the Series 2007 Bond Insurer

CIFG Assurance North America, Inc.

825 Third Avenue, 6th Floor

New York, New Y ork 10022

Attention: General Counsel

Telephone No.: 312-234-2732

Email: surveillance@cifg.com, general .counsel @cifg.com

(6) to the Swap Provider at:

Bank of America, N.A.

Sears Tower

233 South Wacker Drive, Suite 2800
Chicago, IL 60606

Attention: Swap Operations
Telephone No.: 312-234-2732
Facsimile No.: 866-255-1444

(or in each case at such other or additional addresses as may have been filed in writing with the
Trustee).

SECTION 11.08. Consent Rights of the Bond Insurer; Bond Insurer Deemed Holder of
Insured Bonds in Certain Circumstances. Whenever in this Indenture the consent of the Holders
of the Insured Bonds is required, the consent of the Bond Insurer insuring such Insured Bonds
shall be required in lieu thereof. A Bond Insurer shall be deemed to be the Holder of al related
Insured Bonds then Outstanding insured by such Bond Insurer for purposes of exercising all
remedies following the occurrence of an Event of Default, including without limitation
acceleration of the principal represented by such Insured Bonds and the direction of the Trustee
to exercise rights and powers conferred upon the Trustee pursuant to Article VII of this Indenture
as provided in Section 7.05, so long as such Bond Insurer isitself not in default under the Bond
Insurance Policy. Notwithstanding any other provision hereof any provision of this Indenture
requiring the consent of, the giving of notice to, or control of proceedings by a Bond Insurer
shall be in effect for so long as, and only during such time as (1) the Insured Bonds insured by
such Bond Insurer are Outstanding and (2) no default shall have, occurred and be continuing by
such Bond Insurer with respect to the payment provisions under the Insurance Policy issued by
such Bond Insurer.

SECTION 11.09. Evidence of Rights of Bondholders. Any request, consent or other
instrument required or permitted by this Indenture to be signed and executed by Bondholders
may be in any number of concurrent instruments of substantially similar tenor and shall be
signed or executed by such Bondholders in person or by an agent or agents duly appointed in
writing. Proof of the execution of any such request, consent or other instrument or of a writing
appointing any such agent, or of the holding by any Person of Bonds transferable by delivery,
shall be sufficient for any purpose of this Indenture and shall be conclusive in favor of the
Trustee and of the Authority if made in the manner provided in this Section.
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The fact and date of the execution by any Person of any such request, consent or other
instrument or writing may be proved by the certificate of any notary public or other officer of
any jurisdiction, authorized by the laws thereof to take acknowledgments of deeds, certifying
that the Person signing such request, consent or other instrument acknowledged to such notary
public or officer the execution thereof, or by an affidavit of a withess of such execution duly
sworn to before such notary public or other officer.

The ownership of Bonds shall be proved by the bond registration books held by the
Trustee.

Any request, consent or other instrument or writing of the Holder of any Bond shall bind
every future Holder of the same Bond and the Holder of every Bond issued in exchange therefor
or in lieu thereof, in respect of anything done or suffered to be done by the Trustee or the
Authority in accordance therewith or reliance thereon.

SECTION 11.10. Disqualified Bonds. In determining whether the Holders of the
requisite aggregate principal amount of Bonds have concurred in any demand, request, direction
consent or waiver under this Indenture, Bonds which are owned or held by or for the account of
the Authority, the City, or by any other obligor on the Bonds, or by any person directly or
indirectly controlling or controlled by, or under direct or indirect common control with, the
Authority, the City or any other obligor on the Bonds, shall be disregarded and deemed not to be
Outstanding for the purpose of any such determination. Bonds so owned which have been
pledged in good faith may be regarded as Outstanding for the purposes of this Sectionif the
pledgee shall establish to the satisfaction of the Trustee the pledgee’s right to vote such Bonds
and that the pledgee is not a person directly or indirectly controlling or controlled by, or under
direct or indirect common control with, the Authority, the City or any other obligor on the
Bonds. In case of adispute as to such right, any decision by the Trustee taken upon an Opinion
of Counsel shall be full protection to the Trustee.

SECTION 11.11. Money Held for Particular Bonds. The money held by the Trustee for
the payment of the interest, principal or Redemption Price due on any date with respect to
particular Bonds (or portions of Bonds in the case of Bonds redeemed in part only) shall, on and
after such date and pending such payment, be set aside on its books and held in trust by it for the
Holders of the Bonds entitled thereto, subject, however, to the provisions of Section 10.04.

SECTION 11.12. Funds and Accounts. Any fund required by this Indenture to be
established and maintained by the Trustee may be established and maintained in the accounting
records of the Trustee either as a fund or an account, and may, for the purposes of such records,
any audits thereof and any reports or statements with respect thereto, be treated either as a fund
or as an account; but all such records with respect to all such funds shal at all times be
maintained in accordance with customary standards of the corporate trust industry, to the extent
practicable, and with due regard for the requirements of Section 6.05 and for the protection of the
security of the Bonds and the rights of every Holder thereof.

SECTION 11.13. Waiver of Persona Liability. No member, director, officer agent or
employee of the Authority shall be individually or personally liable for the payment of the
principal of or premium, if any, or interest on the Bonds or be subject to any personal liability or
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accountability by reason of the issuance thereof; but nothing herein contained shall relieve any
such member, director, officer, agent or employee from the performance of any officia duty
provided by law or by this Indenture.

SECTION 11.14. Business Days. If any date specified herein shall not be a Business
Day, any action required on such date may be made on the next succeeding Business Day with
the same effect as if made on such date.

SECTION 11.15. Certain Affiliates Not Liable. No organization sponsored by the City
nor any organization with whom it is affiliated in any manner is liable under the Indenture, or the
Facility Lease for the commitments of the City.

SECTION 11.16. Governing Law. This Indenture shall be construed in accordance with
and governed by the Constitution and the laws of the State of California.

SECTION 11.17. Execution in Several Counterparts. This Indenture 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.

ARTICLE XIllI

SERIES 2007 BOND INSURANCE POLICY PROVISIONS

SECTION 12.01. Payments Under the Series 2007 Bond Insurance Policy. The payment
when due of the principal and interest on the Series 2007 Bonds shall be insured by the Series
2007 Bond Insurance Policy. As long as the Series 2007 Bond 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 Series 2007 Bonds notwithstanding any other provisions to the contrary
herein:

(A)  Intheevent that on the second (2nd) business day prior to the payment date on the
Series 2007 Bonds, the Trustee has not received sufficient moneys to pay al principa of and
interest on the Series 2007 Bonds due on the second (2nd) following business day, the Trustee
shall immediately notify the Series 2007 Bond Insurer or its designee on the same business day
by telephone or electronic mail, confirmed in writing by registered or certified mail, of the
amount of the deficiency.

(B) If any deficiency is made up in whole or in part prior to or on the payment date,
the Trustee shall so notify the Series 2007 Bond Insurer or its designee.

(C) In addition, if the Trustee has notice that any Bondholder for the Series 2007
Bonds has been required to disgorge payments of principal or interest on the Series 2007 Bonds
pursuant to a final non-appealable order by a court of competent jurisdiction that such payment
constitutes an avoidable preference to such Bondholder within the meaning of any applicable
bankruptcy laws, then the Trustee shall notify the Series 2007 Bond Insurer or its designee of
such fact by telephone or electronic mail, confirmed in writing by registered or certified mail.
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(D)  The Trustee shal irrevocably be designated, appointed, directed and authorized to
act as attorney-in-fact for holders of the Series 2007 Bonds as follows:

Q) If there is a deficiency in amounts required to pay interest on the Series
2007 Bonds, the Trustee shall (i) execute and deliver to the Series 2007 Bond Insurer, in form
satisfactory to the Series 2007 Bond Insurer, an instrument appointing the Series 2007 Bond
Insurer as agent for such holders in any legal proceeding related to the payment of and an
assignment to the Series 2007 Bond Insurer of the claims for interest on the Series 2007 Bonds,
(ii) receive as designee of the respective holders (and not as Paying Agent) in accordance with
the tenor of the Series 2007 Insurance Policy payment from the Series 2007 Bond Insurer with
respect to the claims for interest so assigned, and (iii) disburse the same to such respective
holders; and

(2 If there is a deficiency in amounts required to pay principal of the Series
2007 Bonds, the Trustee shall (i) execute and deliver to the Series 2007 Bond Insurer, in form
satisfactory to the Series 2007 Bond Insurer, an instrument appointing the Series 2007 Bond
Insurer as agent for such holder in any legal proceeding related to the payment of such principal
and an assignment to the Series 2007 Bond Insurer of the Series 2007 Bond surrendered to the
Series 2007 Bond Insurer (but such assignment shall be delivered only if payment from the
Series 2007 Bond Insurer is received), (ii) receive as designee of the respective holders (and not
as Paying Agent) in accordance with the tenor of the Series 2007 Bond Insurance Policy
payment therefor from the Series 2007 Bond Insurer, and (iii) disburse the same to such holders.

(E) Payments with respect to claims for interest on and principal of Series 2007
Bonds disbursed by the Trustee from proceeds of the Series 2007 Bond Insurance Policy shall
not be considered to discharge the obligation of the Authority with respect to such Series 2007
Bonds, and the Series 2007 Bond Insurer shall become the owner of such unpaid Series 2007
Bond and claims for the interest in accordance with the tenor of the assignment made to it under
the provisions of this subsection or otherwise.

(F) Irrespective of whether any such assignment is executed and delivered, the
Authority, the City and the Trustee shall agree for the benefit of the Series 2007 Bond Insurer
that:

(1)  They recognize that to the extent the Series 2007 Bond Insurer makes
payments directly or indirectly (e.g., by paying through the Trustee), on account of principal of
or interest on the Series 2007 Bonds, the Series 2007 Bond Insurer will be subrogated to the
rights of such holders to receive the amount of such principal and interest from the Authority,
with interest thereon as provided and solely from the sources stated in the financing documents
and the Series 2007 Bonds; and

(2)  They will accordingly pay to the Series 2007 Bond Insurer the amount of
such principal and interest, with interest thereon as provided in the financing documents and the
Series 2007 Bonds, but only from the sources and in the manner provided herein for the payment
of principal of and interest on the Series 2007 Bonds to holders, and will otherwise treat the
Series 2007 Bond Insurer as the owner of such rights to the amount of such principal and
interest.
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SECTION 12.02. Additional Provisions Related to the Series 2007 Bond Insurance
Policy.

(A)  Any notice that is required to be given to the holders of the Series 2007 Bonds,
nationally recognized municipal securities information repositories or state information
depositories pursuant to Rule 15c¢2-12(b)(5) adopted by the Securities and Exchange
Commission or to the Trustee shall also be provided to the Series 2007 Bond Insurer. All notices
required to be given to the Series 2007 Bond Insurer.

(B)  Within two hundred seventy (270) days of the end of the City’sfiscal year, a copy
of the audited financial statements of the City and within ninety (90) days of the end of the City’s
fiscal year, a copy of the annual budget of the City shall be sent to the Series 2007 Bond Insurer.

(C)  the Series 2007 Bond Insurer shall have the right to receive such additiona
information as it may reasonably request.

(D)  The Authority and the City will permit the Series 2007 Bond Insurer to discuss
the affairs, finances and accounts of the Authority and the City or any information the Series
2007 Bond Insurer may reasonably request regarding the security for the Series 2007 Bonds with
appropriate officers of the Authority and the City, and will grant the Series 2007 Bond Insurer
access to the facilities, books and records of the Authority and the City on any business day upon
reasonable prior notice.

(E) the Series 2007 Bond Insurer shall have the right, if the Series 2007 Bond
Insurer has a reasonable basis to believe that the financial position of the Authority or the City
has materially deteriorated or financial irregularities have occurred since the date of the date of
the most recently provided annual audit or quarterly report, or that such audit or report fails to
accurately set forth the financial position of the Authority or the City, to direct Authority or City
to cause to be prepared a financial report at the Authority’s or the City’s expense in form and
content acceptable to the Series 2007 Bond Insurer and the Authority or the City shall comply
with such direction within thirty (30) days after written notice of the direction from the Series
2007 Bond Insurer; provided, however, that if compliance cannot occur within such period, then
such period will be extended with the prior consent of the Series 2007 Bond Insurer so long as
compliance is begun within such period and diligently pursued.

(F) In the event that the principal and/or interest due on the Series 2007 Bonds shall
be paid by the Series 2007 Bond Insurer pursuant to the Series 2007 Bond Insurance Policy, the
Series 2007 Bonds shall remain outstanding for al 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 and the City to the
registered owners shall continue to exist and shall run to the benefit of the Series 2007 Bond
Insurer, and the Series 2007 Bond 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 Series 2007 Bonds.

(G)  The Series 2007 Bond Insurer shall receive the following documents:
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(i)  the escrow agreement which shall provide that (a) any substitution
of securities shall require a verification report and the prior written consent of the Series
2007 Bond Insurer, (b) The Authority will not exercise any optional redemption of Series
2007 Bonds secured by the escrow agreement or any other redemption other than
mandatory sinking fund redemptions unless (1) 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 bonds, and (2) as a condition
of any such redemption there shall be provided to Series 2007 Bond Insurer a verification
report as to the sufficiency of escrow receipts without reinvestment to meet the escrow
requirements remaining following such redemption, and (c) the Authority hall 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 Series 2007
Bond Insurer,

(i)  opinions regarding the validity and enforceability of the escrow
agreement,

(iii)  averification report, and

(iv)  anopinion that refunding and defeasance will not adversely impact
the exclusion from gross income for federal income tax purposes of interest on the Series
2007 Bonds or refunded bonds.

(H)  The Series 2007 Bond Insurer shall receive prior written notice of any name
change of the Trustee for the Series 2007 Bonds or the resignation or removal of the Trustee.

() No removal, resignation or termination of the Trustee shall take effect until a
successor, acceptable to the Series 2007 Bond Insurer, shall be appointed.

J With respect to amendments or supplements to this Indenture which do not
require the consent of the Bondholders for the Series 2007 Bonds, the Series 2007 Bond Insurer
must be given notice of any such amendments or supplements. With respect to amendments or
supplements to this Indenture, the Facility Lease and the Sublease which require the consent of
the Bondholders for the Series 2007 Bonds, the Series 2007 Bond Insurer's prior written consent
is required. Copies of any amendments or supplements to such documents which are consented
to by the Series 2007 Bond Insurer shall be sent to the rating agencies which have assigned a
rating to the Series 2007 Bonds. Notwithstanding any other provision of the financing
documents, in determining whether the rights of Bondholders of the Series 2007 Bonds will be
adversely affected by any action taken pursuant to the terms and provisions of any financing
document, the Trustee shall consider the effect on the Bondholders for the Series 2007 Bonds as
if there were no Series 2007 Bond Insurance Policy.

(K)  To the extent that this Indenture confer upon or give or grant to the Series 2007
Bond Insurer any right, remedy or claim under or by reason of this Indenture, the Series 2007
Bond Insurer is explicitly recognized as being a third party beneficiary hereunder and may
enforce any such right, remedy or claim conferred, given or granted hereunder.

97

SF1 1445588 47922/34



(L) Any provision of this Indenture, the Facility Lease or the Sublease expressly
recognizing or granting rights in or to the Series 2007 Bond Insurer may not be amended in any
manner which affects the rights of the Series 2007 Bond Insurer hereunder without the prior
written consent of the Series 2007 Bond Insurer.

(M)  Wherever the consent of Bondholders for the Series 2007 Bonds are required, the
Series 2007 Bond Insurer’ s consent shall also be required, and the Series 2007 Bond Insurer shall
be deemed to be the majority insurer under this Indenture with respect to the Series 2007 Bonds.

(N)  Any reorganization or liquidation plan with respect to the Authority or the City
must be acceptable to the Series 2007 Bond Insurer. In the event of any reorganization or
liquidation, the Series 2007 Bond Insurer shall have the right to vote on behalf of all
Bondholders for the Series 2007 Bonds absent a default by the Series 2007 Bond Insurer under
the Series 2007 Bond Insurance Policy.

(O)  Anything in this Indenture to the contrary notwithstanding, upon the occurrence
and continuance of an event of default as defined herein, the Series 2007 Bond Insurer shall be
entitlted to control and direct the enforcement of all rights and remedies granted to the
Bondholders for the Series 2007 Bonds or the Trustee for the benefit of the Bondholders for the
Series 2007 Bonds under this Indenture.

(P)  The prior written consent of the Series 2007 Bond Insurer is required prior to any
change in Mode with respect to the Series 2007 Bond pursuant to Section 2.15 hereof.

(Q)  The Authority shall agree to pay or reimburse the Series 2007 Bond Insurer any
and all charges, fees, costs and expenses which the Series 2007 Bond 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 Series 2007 Bond Insurance Policy, (ii) the
administration, enforcement, defense or preservation of any rights in respect of the 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 agreement or any other financing document, any party to this
agreement or any other financing document or the transaction contemplated by the Indenture, the
Facility Lease or the Sublease (the “Transaction”), (iii) the foreclosure against, sale or other
disposition of any collateral securing any obligations under this agreement or any other financing
document, or the pursuit of any remedies under the 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 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 the
time of employees of the Series 2007 Bond Insurer spent in connection with the actions
described in clauses (ii) - (iv) above; and the Series 2007 Bond Insurer shall reserve the right to
charge a reasonable fee as a condition to executing any amendment, waiver or consent proposed
in respect of this agreement or any other financing document.
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(R) In addition to any and all rights of reimbursement, subrogation and any other
rights pursuant hereto or under law or in equity, the Authority shall agree to pay or reimburse the
Series 2007 Bond Insurer any and all charges, fees, costs, claims, losses, liabilities (including
penalties), judgments, demands, damages, and expenses which the Series 2007 Bond Insurer or
its officers, directors, shareholders, employees, agents and each Person, if any, who controls the
Series 2007 Bond Insurer within the meaning of either Section 15 of the Securities Act of 1933
or Section 20 of the Securities Exchange Act of 1934 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 transactions contemplated by this agreement or any other financing document by reason of:

(i) any omission or action (other than of or by the Series 2007 Bond Insurer)
in connection with the offering, issuance, sale, remarketing or delivery of the Series 2007
Bonds,

(i)  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 the Indenture, Facility Lease
or Subleasg;

(iii)  the violation by the Authority of any law, rule or regulation, or any
judgment, order or decree applicabletoit;

(iv)  the breach by the Authority of any representation, warranty or covenant
under the Indenture, Facility Lease or Sublease or the occurrence, in respect of the
Authority, under the Indenture, Facility Lease or Sublease 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

(v) any untrue statement or aleged untrue statement of a material fact
contained in any official statement 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 and furnished by
the Series 2007 Bond Insurer in writing expressly for use therein.

(S)  The Series 2007 Bond Insurer shall be entitled to pay any amount payable under
the Series 2007 Bond Insurance Policy in respect of Regular Payments (as defined in the Series
2007 Bond Insurance Policy) on the Series 2007 Bonds, including any amount payable upon its
election on the Series 2007 Bonds on an accelerated basis, whether or not any notice and
certificate shall have been Received (as defined in the Series 2007 Bond Insurance Policy) by
Series 2007 Bond Insurer as provided in the Series 2007 Bond Insurance Policy.

99

SF1 1445588 47922/34



IN WITNESS WHEREOF, MODESTO PUBLIC FINANCING AUTHORITY has
caused this Indenture to be signed in its name by its duly authorized officers, and THE BANK
OF NEW YORK TRUST COMPANY, N.A., in token of its acceptance of the trusts created
hereunder, has caused this Indenture to be signed in its corporate name by its duly authorized
officer, all as of the day and year first above written.

MODESTO PUBLIC FINANCING AUTHORITY
/

s

~

By:

Authorized Officer

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

By QM,,,,,/MWW

Authorized Officer

L
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EXHIBIT A
(FORM OF BOND)

NEITHER THE FULL FAITH AND CREDIT OF THE AUTHORITY NOR THE CITY OF
MODESTO IS PLEDGED FOR THE PAYMENT OF THE INTEREST ON OR PRINCIPAL
OF THE BONDS AND NO TAX OR OTHER SOURCE OF FUNDS OTHER THAN THE
REVENUES HEREINAFTER REFERRED TO IS PLEDGED TO PAY THE INTEREST ON
OR PRINCIPAL OF THE BONDS. NEITHER THE PAYMENT OF THE PRINCIPAL OF
NOR INTEREST ON THE BONDS CONSTITUTES A DEBT, LIABILITY OR OBLIGATION
OF THE CITY OF MODESTO OR ANY OF THE PUBLIC AGENCIES WHO ARE PARTIES
TO THE AGREEMENT CREATING THE AUTHORITY.

NUMBER AMOUNT

MODESTO PUBLIC FINANCING AUTHORITY
LEASE REVENUE REFUNDING AND CAPITAL IMPROVEMENT BOND
SERIES 2007
(AUCTION RATE SECURITIES)

MATURITY DATE  INITIAL INTEREST DATED DATE CUSIPNUMBER
RATE

.20 _,2007

REGISTERED HOLDER:

PRINCIPAL AMOUNT: DOLLARS

MODESTO PUBLIC FINANCING AUTHORITY, ajoint exercise of powers authority
duly organized and existing under the laws of the State of California (the “ State™), particularly
Articlel of Chapter 5 of Division7 of Titlel of the Government Code of the State (the
“Authority”), for value received, hereby promises to pay from the Revenues (as defined in the
Indenture) and any other amounts pledged under the Indenture, dated as of April 1, 2007, by and
between the Authority and The Bank of New York Trust Company, N.A. (together with any
successor thereto, the “ Trustee”), to the Registered Holder identified above or registered assigns,
on the Maturity Date, stated above, the Principal Amount specified above, in lawful money of
the United States of America, upon presentation and surrender hereof to the Trustee for
cancellation; and to pay from such sources to the Registered Holder hereof as of the applicable
Record Date by check mailed to such Registered Holder at such Holder s address as it last
appears on the registration books kept for that purpose at the office of the Trustee (unless
otherwise specified in the Indenture), interest hereon in like lawful money from the Dated Date
stated above, or thereafter from the date to which interest has already been paid, payable on each
Interest Payment Date (as defined in the Indenture), until payment of the Principal Amount
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hereof has been discharged as provided in the Indenture. Capitalized terms used herein have the
meanings ascribed thereto in the Indenture.

The term of the Series 2007 Bonds will be divided into consecutive Interest Periods
during each of which the Series 2007 Bonds shall bear interest at a Daily Rate, Weekly Rate,
Flexible Rate, Term Rate or an ARS Rate. The initial Interest Period for the Series 2007 Bonds
shall be an ARS Rate Period. The Series 2007 Bonds shall initially evidence interest at the
Initial Interest Rate specified above for the period commencing on and including the Dated Date
and ending on and including September 2, 2008, with interest payable on September 1, 2007,
March 1, 2008 and September 3, 2008. Thereafter, the Auction Period shall be a seven-day
Auction Period with Auctions generally conducted on Tuesdays. The first Auction shall occur
on September 2, 2008. The Interest Period on the Series 2007 Bonds thereafter may be changed
from time to time to a Weekly Interest Period, Daily Rate Period, Weekly Rate Period, Flexible
Rate Period or a Term Rate Period and thereafter again changed as described in the Indenture.

REFERENCE IS MADE TO THE FURTHER PROVISIONS RELATING TO THIS
BOND SET FORTH IN THE INDENTURE, WHICH SHALL FOR ALL PURPOSES HAVE
THE SAME EFFECT ASTHOUGH FULLY SET FORTH HEREIN.

This Bond is one of a duly authorized issue of bonds of the Authority designated
Modesto Public Financing Authority Lease Revenue Refunding and Capital Improvement
Bonds, Series 2007, issued in the aggregate principal amount of $62,275,000 (the Series 2007
Bonds) and pursuant to the provisions of Sections 6540 et seq. of the Government Code of the
State (the “Act) and the Indenture.

The Series 2007 Bonds are issued to provide funds to finance or refinance the cost of the
acquisition and construction of certain facilities (the “Project”). The Bonds are limited
obligations of the Authority and are payable, as to interest thereon and principal thereof, solely
from certain proceeds of the Bonds held in certain funds and accounts pursuant to the Indenture
and the Revenues (as defined in the Indenture) derived from Base Rental Payments and other
payments made by the City of Modesto (the “City”), and all interest or other investment income
thereon, pursuant to the Facility Lease, dated as of April 1 2007, as amended from time to time
(collectively, the “Facility Lease”), by and between the Authority and the City, and the Authority
is not obligated to pay the interest or premium, if any, on and principal of the Bonds except from
the Revenues. All Bonds are equally and ratably secured in accordance with the terms and
conditions of the Indenture by a pledge of and charge and lien upon the Revenues, and the
Revenues constitute a trust fund for the security and payment of the interest or premium, if any,
on and principal of the Bonds as provided in the Indenture. The full faith and credit of the
Authority and the City are not pledged for the payment of the interest or premium, if any, on or
principal of the Bonds. No tax shall ever be levied to pay the interest on or principa of the
Bonds. The Bonds are not secured by alegal or equitable pledge of or charge or lien upon any
property of the Authority or any of its income or receipts except the Revenues, and neither the
payment of the interest on nor principal of the Bonds is a debt, liability or general obligation of
the Authority, the City or any member of the Authority for which such entity is obligated to levy
or pledge any form of taxation. Additiona Bonds payable from the Revenues may be issued
which will rank equally as to security with the Series 2007 Bonds, but only subject to the
conditions and upon compliance with the procedures set forth in the Indenture.
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This Bond and the Series of which it forms a part are issued pursuant to and in full
compliance with the constitution and laws of the State and pursuant to the Indenture. The Bond
is a gpecia and limited obligation of the Authority and will be payable solely from and secured
exclusively by payments, revenues and other amounts pledged thereto in the Indenture. The
Bonds do not represent or constitute a debt of the City or the State or any political subdivision
thereof within the meaning of the provisions of the constitution or statutes of the State or a
pledge of the faith and credit of the City or the State, or any political subdivision thereof, and the
Bonds do not grant to owners or holders thereof any right to have the Authority or the State, or
any political subdivision thereof, levy any taxes or appropriate funds for the payment of the
principal thereof or interest thereon. The Authority has no taxing power.

No recourse shall be had for the payment of the principal of or premium, if any, or
interest on any of the Bonds or for any claim based hereon or upon any obligations, covenant or
agreement contained in the Indenture, against any past, present or future officer, director
member, trustee, employee or agent of the Authority, and all such liability of any such officers
directors, members, trustees, employees or agents as such is hereby expressy waived and
released as a condition of and consideration for the execution of the Indenture and the issuance
of the Bonds.

Reference is hereby made to the Indenture (a copy of which is on file at the designated
corporate trust office of the Trustee) and all indentures supplemental thereto, to the Facility
Lease (a copy of which ison file at said designated corporate trust office of the Trustee) and to
the Act for a description of the rights thereunder of the Holders of the Bonds, of the nature and
extent of the security, of the rights, duties and immunities of the Trustee and of the rights and
obligations of the Authority thereunder, to all the provisions of which Indenture and Facility
L ease the Holder of this Bond, by acceptance hereof, assents and agrees.

The Series 2007 Bonds are subject to extraordinary redemption, prior to their stated
maturity, at the option of the Authority, as provided in the Indenture. The Series 2007 Bonds are
also subject to redemption at the option of the Authority at the times and at the Redemption Price
as set forth in the Indenture. The Series 2007 Bonds are also subject to redemption in part prior
to their stated maturity from Sinking Fund Installments established pursuant to the Indenture on
any September 1, on or after September 1, 2007 at the principal amount thereof, together with
interest accrued thereon to the date fixed for redemption, without premium, as set forth in the
Indenture. When any Series 2007 Bond to be redeemed is subject to an ARS Rate Period, if such
September 1 is not an Interest Payment Date, the redemption from Sinking Fund Installments
shall occur on the Interest Payment Date immediately preceding such September 1 as set forth in
the Indenture.

Notice of redemption shall be given by mail to the registered owners of the Bonds as
provided in the Indenture. If notice of redemption shall have been given as aforesaid, the Bonds
specified in said notice shall become due and payable at the applicable redemption price on the
date of redemption therein designated; subject to the right to rescind such notice as provided in
the Indenture.

The Series 2007 Bonds are subject to mandatory tender as provided in the Indenture.

A-3

SF1 1445588 47922/34



If, on the date of payment, moneys for the payment of all the Bonds to be redeemed or
maturing, together with interest to the date of payment shall be available with the Trustee for
such payment on said date, then from and after the date of payment, interest on such Bonds shall
cease to accrue and become payable.

This Bond is fully transferable by the Registered Holder hereof in person or by such
owner s duly authorized attorney on the registration books of the Authority kept at the principal
office of the Trustee upon surrender of this Bond together with a duly executed written
instrument of transfer satisfactory to the Trustee. Upon such transfer a new fully registered Bond
of authorized denominations of the same aggregate principal amount and maturity will be issued
to the transferee in exchange therefor, al upon payment of the charges and subject to the terms
and conditions set forth in the Indenture.

The owner of this Bond shall have no right to enforce the provisions of the Indenture or
to ingtitute action to enforce the covenants therein, or to take any action with respect to any
Event of Default under the Indenture, or to institute, appear in or defend any suit or other
proceedings with respect thereto, except as provided in the Indenture. Modifications or
alterations of the Indenture, or of any supplements thereto, may be made only to the extent and in
the circumstances permitted by the Indenture.

IT ISHEREBY CERTIFIED RECITED AND DECLARED that al acts conditions and
things required to be done, to exist, to happen and to be performed in order to make this Bond a
valid and binding obligation of the Authority according to its terms have been done, do exist,
have happened and have been performed in regular and due form, time and manner as so
required.

The Authority and the Trustee may deem and treat the person in whose name this Bond is
registered upon the registration books as the absolute owner hereof, whether this Bond is
overdue or not, for the purpose of receiving payment of or on account of the principal or interest
and for all other purposes, and all such payments so made to the Registered Holder or upon such
Holder s order shall be valid and effectual to satisfy and discharge the liability on this Bond to
the extent of the sum or sums so paid, and neither the Authority nor Trustee shall be affected by
any notice to the contrary.

This Bond shall not be valid or become obligatory for any purpose or be entitled to any
security or benefit under the Indenture until the Certificate of Authentication hereon shall have
been executed by the Trustee.
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IN WITNESS WHEREOF, MODESTO PUBLIC FINANCING AUTHORITY has
caused this Bond to be executed in its name and on its behalf by the manual or facsimile
signature of its Chairman and attested by the manual or facsimile signature of its Secretary, al as
of the date set forth above.

MODESTO PUBLIC FINANCING AUTHORITY

By:

Chairman

Attest:

Secretary
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[FORM OF TRUSTEES CERTIFICATE OF AUTHENTICATION
AND REGISTRATION]

This is one of the Bonds described in the within mentioned Indenture, which has been
registered on the date set forth below.

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

By:

Authorized Signatory
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[FORM OF ASSIGNMENT]

For value received, the undersigned do(es) hereby sell, assign and transfer unto
the within mentioned Bond and hereby irrevocably constitute(s) and
appoint(s) , atorney, to transfer the same on the books of the within named
Trustee, with full power of substitution in the premises.

Dated: By:

Signature Guaranteed By:

NOTICE: Signature must be guaranteed by
an eligible guarantor institution.
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EXHIBIT B
AUCTION AND SETTLEMENT PROCEDURES

ARTICLE

DEFINITIONS

In addition to the words and terms elsewhere defined in the Indenture (this “Indenture”)
to which this Exhibit B is attached, the following words and terms as used in this Exhibit B and
elsewhere in this Indenture have the following meanings with respect to a Series of Bonds in an
ARS Mode, unless the context or use indicates another or different meaning or intent:

“Agent Member” means a member of, or participant in, the Securities Depository who
shall act on behalf of a Bidder.

“All Hold Rate” means, as of any Auction Date, 55% of the ARS Index in effect on such
Auction Date.

“ARS’ means Auction Rate Securities.
“ARS Bonds” means Bonds evidencing interest at the ARS Rate.
“ARS Index” shall have the meaning specified in Section 2.07 of this Exhibit B.

“ARS Rate” means for each Series of Bonds, the rate of interest to be evidenced by such
Series of Bonds during each Auction Period determined in accordance with Section 2.03 of this
Exhibit B; provided, however, that in no event may the ARS Rate exceed the Maximum Interest
Rate.

“ARS Rate Conversion Date” means the date on which ARS Bonds convert from a Mode
other than an ARS Mode to the ARS Mode for an ARS Rate Period and begin to evidence
interest at an ARS Rate.

“ARS Rate Period” means (i) any period of time commencing on the day following the
Initial Period to but not including a Conversion Date for a Series of ARS Bonds and (ii) the
period from and including an ARS Rate Conversion Date for a Series of Bonds to but excluding
the next Conversion Date for such Series of Bonds.

“Auction” means each periodic implementation of the Auction Procedures.

“Auction Agent” means the auctioneer appointed in accordance with Section 3.01 or 3.02
of this Exhibit B. The initial Auction Agent for the Series 2007 Bonds shall be Deutsche Bank
Trust Company Americas.

“Auction Agreement” means an agreement between an Auction Agent and the Trustee
approved by the Bond Insurer for a Series of Bonds pursuant to which an Auction Agent agrees
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to follow the procedures specified in this Exhibit B with respect to ARS Bonds, as such
agreement may from time to time be amended or supplemented.

“Auction Date” means, with respect to a Series of ARS Bonds, (@) if such Series of ARS
Bonds are in adaily Auction Period, each Business Day, (b) if such Series of ARSBondsarein a
Special Auction Period, the last Business Day of the Special Auction Period, and (c) if such
Series of ARS Bonds are in any other Auction Period, the Business Day next preceding each
Interest Payment Date for such Series of ARS Bonds (whether or not an Auction shall be
conducted on such date); provided, however, that the last Auction Date with respect to a Series
of ARS Bonds in an Auction Period other than a daily Auction Period or a Special Auction
Period shall be the earlier of (i) the Business Day next preceding the Interest Payment Date next
preceding the Conversion Date for such Series of ARS Bonds and (ii) the Business Day next
preceding the Interest Payment Date next preceding the final Maturity Date; and provided,
further, that if a Series of ARS Bonds are in a daily Auction Period, the last Auction Date shall
be the earlier of (x) the second Business Day next preceding the Conversion Date for such Series
of ARS Bonds and (y) the Business Day next preceding the final Maturity Date. The last
Business Day of a Specia Auction Period shall be the Auction Date for the Auction Period
which begins on the next succeeding Business Day, if any. On the second Business Day
preceding the conversion from a daily Auction Period to another Auction Period, there shall be
an Auction for the last daily Auction Period. On the Business Day preceding the conversion
from a daily Auction Period to another Auction Period, there shall be one Auction for the first
Auction Period following the conversion. The first Auction Date for the Series 2007 Bonds is
September 2, 2008.

“Auction Period” means with respect to a Series of ARS Bonds:
@ a Special Auction Period;

(b) with respect to a Series of ARS Bondsin adaily Auction Period, a period
beginning on each Business Day and extending to but not including the next succeeding
Business Day unless such Business Day is the second Business Day preceding the
conversion from a daily Auction Period to another Auction Period, in which case the
daily Auction Period shall extend to, but not include, the next Interest Payment Date;

(© with respect to a Series of ARS Bonds in a seven day Auction Period and
with Auctions generally conducted on (i) Fridays, a period of generally seven days
beginning on a Monday (or the day following the last day of the prior Auction Period if
the prior Auction Period does not end on a Sunday) and ending on the Sunday thereafter
(unless such Sunday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), (ii) Mondays, a period of
generally seven days beginning on a Tuesday (or the day following the last day of the
prior Auction Period if the prior Auction Period does not end on a Monday) and ending
on the Monday thereafter (unless such Monday is not followed by a Business Day, in
which case on the next succeeding day which is followed by a Business Day), (iii)
Tuesdays, a period of generaly seven days beginning on a Wednesday (or the day
following the last day of the prior Auction Period if the prior Auction Period does not end
on a Tuesday) and ending on the Tuesday thereafter (unless such Tuesday is not followed
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by a Business Day, in which case on the next succeeding day which is followed by a
Business Day), (iv) Wednesdays, a period of generally seven days beginning on a
Thursday (or the day following the last day of the prior Auction Period if the prior
Auction Period does not end on a Wednesday) and ending on the Wednesday thereafter
(unless such Wednesday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), and (v) Thursdays, a period of
generally seven days beginning on a Friday (or the day following the last day of the prior
Auction Period if the prior Auction Period does not end on a Thursday) and ending on the
Thursday thereafter (unless such Thursday is not followed by a Business Day, in which
case on the next succeeding day which is followed by a Business Day);

(d) with respect to a Series of ARS Bonds in a 28-day Auction Period and
with Auctions generaly conducted on (i) Fridays, a period of generally 28 days
beginning on a Monday (or the day following the last day of the prior Auction Period if
the prior Auction Period does not end on a Sunday) and ending on the fourth Sunday
thereafter (unless such Sunday is not followed by a Business Day, in which case on the
next succeeding day which is followed by a Business Day), (ii) Mondays, a period of
generally 28 days beginning on a Tuesday (or the day following the last day of the prior
Auction Period if the prior Auction Period does not end on a Monday) and ending on the
fourth Monday thereafter (unless such Monday is not followed by a Business Day, in
which case on the next succeeding day which is followed by a Business Day), (iii)
Tuesdays, a period of generally 28 days beginning on a Wednesday (or the day following
the last day of the prior Auction Period if the prior Auction Period does not end on a
Tuesday) and ending on the fourth Tuesday thereafter (unless such Tuesday is not
followed by a Business Day, in which case on the next succeeding day which is followed
by a Business Day), (iv) Wednesdays, a period of generally 28 days beginning on a
Thursday (or the day following the last day of the prior Auction Period if the prior
Auction Period does not end on a Wednesday) and ending on the fourth Wednesday
thereafter (unless such Wednesday is not followed by a Business Day, in which case on
the next succeeding day which is followed by a Business Day), and (v) Thursdays, a
period of generally 28 days beginning on a Friday (or the day following the last day of
the prior Auction Period if the prior Auction Period does not end on a Thursday) and
ending on the fourth Thursday thereafter (unless such Thursday is not followed by a
Business Day, in which case on the next succeeding day which is followed by a Business

Day);

(e with respect to a Series of ARS Bonds in a 35-day Auction Period and
with Auctions generaly conducted on (i) Fridays, a period of generally 35 days
beginning on a Monday (or the day following the last day of the prior Auction Period if
the prior Auction Period does not end on Sunday) and ending on the fifth Sunday
thereafter (unless such Sunday is not followed by a Business Day, in which case on the
next succeeding day which is followed by a Business Day), (ii) Mondays, a period of
generally 35 days beginning on a Tuesday (or the day following the last day of the prior
Auction Period if the prior Auction Period does not end on Monday) and ending on the
fifth Monday thereafter (unless such Monday is not followed by a Business Day, in
which case on the next succeeding day which is followed by a Business Day), (iii)
Tuesdays, a period of generally 35 days beginning on a Wednesday (or the day following
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the last day of the prior Auction Period if the prior Auction Period does not end on
Tuesday) and ending on the fifth Tuesday thereafter (unless such Tuesday is not followed
by a Business Day, in which case on the next succeeding day which is followed by a
Business Day), (iv) Wednesdays, a period of generally 35 days beginning on a Thursday
(or the day following the last day of the prior Auction Period if the prior Auction Period
does not end on Wednesday) and ending on the fifth Wednesday thereafter (unless such
Wednesday is not followed by a Business Day, in which case on the next succeeding day
which is followed by a Business Day), and (v) Thursdays, a period of generally 35 days
beginning on a Friday (or the day following the last day of the prior Auction Period if the
prior Auction Period does not end on Thursday) and ending on the fifth Thursday
thereafter (unless such Thursday is not followed by a Business Day, in which case on the
next succeeding day which isfollowed by a Business Day);

()] with respect to a Series of ARS Bonds in a three-month Auction Period, a
period of generally three months (or shorter period upon a conversion from another
Auction Period) beginning on the day following the last day of the prior Auction Period
and ending on the first day of the month that is the third calendar month following the
beginning date of such Auction Period (unless such first day of the month is not followed
by a Business Day, in which case on the next succeeding day which is followed by a
Business Day); and

(9) with respect to a Series of ARS Bonds in a six-month Auction Period, a
period of generally six months (or shorter period upon a conversion from another Auction
Period) beginning on the day following the last day of the prior Auction Period and
ending on the last day of the month which is the sixth calendar month following the
beginning date of such Auction Period (such six month period to include the month when
the six-month Auction Period commenced) and ending on the last day of every sixth
month thereafter; provided that no six-month Auction Period for a Series of ARS Bonds
may extend beyond the Maturity Date;

provided, however, that:

@ if there is a conversion of a Series of ARS Bonds with Auctions generally
conducted on Fridays (i) from a daily Auction Period to a seven-day Auction Period, the
next Auction Period shall begin on the date of the conversion (i.e., the Interest Payment
Date for the prior Auction Period) and shall end on the next succeeding Sunday (unless
such Sunday is not followed by a Business Day, in which case on the next succeeding
day which is followed by a Business Day), (ii) from a daily Auction Period to a 28-day
Auction Period, the next Auction Period shall begin on the date of the conversion (i.e.,
the Interest Payment Date for the prior Auction Period) and shall end on the Sunday
(unless such Sunday is not followed by a Business Day, in which case on the next
succeeding day which isfollowed by a Business Day) which is more than 21 days but not
more than 28 days from such date of conversion, and (iii) from a daily Auction Period to
a 35-day Auction Period, the next Auction Period shall begin on the date of the
conversion (i.e., the Interest Payment Date for the prior Auction Period) and shall end on
Sunday (unless such Sunday is not followed by a Business Day, in which case on the next
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succeeding day which is followed by a Business Day) which is more than 28 days but no
more than 35 days from such date of conversion;

(b) if there is a conversion of a Series of ARS Bonds with Auctions generaly
conducted on Mondays (i) from a daily Auction Period to a seven-day Auction Period,
the next Auction Period shall begin on the date of the conversion (i.e, the Interest
Payment Date for the prior Auction Period) and shall end on the next succeeding Monday
(unless such Monday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), (ii) from adaily Auction Period to
a 28-day Auction Period, the next Auction Period shall begin on the date of the
conversion (i.e., the Interest Payment Date for the prior Auction Period) and shall end on
the Monday (unless such Monday is not followed by a Business Day, in which case on
the next succeeding day which is followed by a Business Day) which is more than 21
days but not more than 28 days from such date of conversion, and (iii) from a daily
Auction Period to a 35-day Auction Period, the next Auction Period shall begin on the
date of the conversion (i.e., the Interest Payment Date for the prior Auction Period) and
shall end on Monday (unless such Monday is not followed by a Business Day, in which
case on the next succeeding day which is followed by a Business Day) which is more
than 28 days but no more than 35 days from such date of conversion;

(© if thereis a conversion of a Series of ARS Bonds with Auctions generaly
conducted on Tuesdays (i) from a daily Auction Period to a seven-day Auction Period,
the next Auction Period shall begin on the date of the conversion (i.e, the Interest
Payment Date for the prior Auction Period) and shall end on the next succeeding Tuesday
(unless such Tuesday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), (ii) from adaily Auction Period to
a 28-day Auction Period, the next Auction Period shall begin on the date of the
conversion (i.e., the Interest Payment Date for the prior Auction Period) and shall end on
the Tuesday (unless such Tuesday is not followed by a Business Day, in which case on
the next succeeding day which is followed by a Business Day) which is more than 21
days but not more than 28 days from such date of conversion, and (iii) from a daily
Auction Period to a 35-day Auction Period, the next Auction Period shall begin on the
date of the conversion (i.e., the Interest Payment Date for the prior Auction Period) and
shall end on Tuesday (unless such Tuesday is not followed by a Business Day, in which
case on the next succeeding day which is followed by a Business Day) which is more
than 28 days but no more than 35 days from such date of conversion;

(d) if there is a conversion of a Series of ARS Bonds with Auctions generally
conducted on Wednesdays (i) from adaily Auction Period to a seven-day Auction Period,
the next Auction Period shall begin on the date of the conversion (i.e, the Interest
Payment Date for the prior Auction Period) and shall end on the next succeeding
Wednesday (unless such Wednesday is not followed by a Business Day, in which case on
the next succeeding day which is followed by a Business Day), (ii) from a daily Auction
Period to a 28-day Auction Period, the next Auction Period shall begin on the date of the
conversion (i.e., the Interest Payment Date for the prior Auction Period) and shall end on
the Wednesday (unless such Wednesday is not followed by a Business Day, in which
case on the next succeeding day which is followed by a Business Day) which is more
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than 21 days but not more than 28 days from such date of conversion, and (iii) from a
daily Auction Period to a 35-day Auction Period, the next Auction Period shall begin on
the date of the conversion (i.e., the Interest Payment Date for the prior Auction Period)
and shall end on Wednesday (unless such Wednesday is not followed by a Business Day,
in which case on the next succeeding day which is followed by a Business Day) which is
more than 28 days but no more than 35 days from such date of conversion; and

(e if there is a conversion of a Series of ARS Bonds with Auctions generally
conducted on Thursdays (i) from a daily Auction Period to a seven-day Auction Period,
the next Auction Period shall begin on the date of the conversion (i.e, the Interest
Payment Date for the prior Auction Period) and shall end on the next succeeding
Thursday (unless such Thursday is not followed by a Business Day, in which case on the
next succeeding day which is followed by a Business Day), (ii) from a daily Auction
Period to a 28-day Auction Period, the next Auction Period shall begin on the date of the
conversion (i.e., the Interest Payment Date for the prior Auction Period) and shall end on
the Thursday (unless such Thursday is not followed by a Business Day, in which case on
the next succeeding day which is followed by a Business Day) which is more than 21
days but not more than 28 days from such date of conversion, and (iii) from a daily
Auction Period to a 35-day Auction Period, the next Auction Period shall begin on the
date of the conversion (i.e., the Interest Payment Date for the prior Auction Period) and
shall end on Thursday (unless such Thursday is not followed by a Business Day, in which
case on the next succeeding day which is followed by a Business Day) which is more
than 28 days but no more than 35 days from such date of conversion.

Notwithstanding the foregoing, if an Auction isfor an Auction Period of more than seven
days and the Auction Rate on such Auction Date is the Maximum Interest Rate because
Sufficient Clearing Bids do not exist, the Auction Period shall automatically change to a seven-
day Auction Period. On the following Auction Date, the Auction shall be conducted for an
Auction Period of the same length as the Auction Period prior to such automatic conversion. |If
such Auction is successful, the Auction Period shall revert to the length prior to the automatic
conversion, and, if such Auction is not successful, the Auction Period shall be another seven-day
period.

“Auction Procedures’ means the procedures for conducting Auctions for a Series of ARS
Bonds during an ARS Rate Period set forth in this Exhibit B.

“Auction Rate” means for a Series of ARS Bonds, the rate of interest to be borne by such
Series of ARS Bonds during each Auction Period determined in accordance with Section 2.03 of
this Exhibit B, which: (i) if Sufficient Clearing Bids exist, shall be the Winning Bid Rate,
provided, however, if al of the ARS Bonds of such Series are the subject of Submitted Hold
Orders, such rate shall be the All Hold Rate with respect to such Series of ARS Bonds; and (ii) if
Sufficient Clearing Bids do not exist, such rate shall be the Maximum Interest Rate with respect
to such Series of ARS Bonds.

“Available Bond” means for a Series of ARS Bonds on each Auction Date, the aggregate
principal amount of such Series of ARS Bonds that are not the subject of Submitted Hold Orders.
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“Bid” has the meaning specified in subsection (&) of Section 2.01 of this Exhibit B.
“Bidder” means each Existing Owner and Potential Owner who places an Order.

“Broker-Dedler” means any entity that is permitted by law to perform the function
required of a Broker-Dealer described in this Exhibit B that is a member of, or a direct
participant in, the Securities Depository, that has been selected by the Authority and that is a
party to a Broker-Dealer Agreement with the Auction Agent.

“Broker-Deadler Agreement” means an agreement approved by the Bond Insurer for a
Series of Bonds among the Auction Agent, the Authority and a Broker-Dealer pursuant to which
such Broker-Dealer agrees to follow the procedures described in this Exhibit B, as such
agreement may from to time be amended or supplemented.

“Broker-Dedler Deadline’” means, with respect to an Order, the internal deadline
established by the Broker-Dealer through which the Order was placed after which it will not
accept Orders or any change in any Order previously placed with such Broker-Dealer; provided,
however, that nothing shall prevent the Broker-Dealer from correcting Clerical Errors by the
Broker-Dealer with respect to Orders from Bidders after the Broker-Dealer Deadline pursuant to
the provisions herein.  Any Broker-Dealer may change the time or times of its Broker-Dealer
Deadline as it relates to such Broker-Dealer by giving notice not less than two Business Days
prior to the date such change is to take effect to Bidders who place Orders through such Broker-
Dealer.

“Clerical Error” means aclerical error in the processing of an Order, and includes, but is
not limited to, the following: (i) a transmission error, including but not limited to, an Order sent
to the wrong address or number, failure to transmit certain pages or illegible transmission, (ii)
failure to transmit an Order received from one or more Existing Owners or Potential Owners
(including Orders from the Broker-Dealer which were not originated by the Auction Desk) prior
to the Broker-Dealer Deadline or generated by the Broker-Dealer's Auction Desk for its own
account prior to the Submission Deadline or (iii) atypographical error. Determining whether an
error isa“Clerica Error” is within the reasonable judgment of the Broker-Dealer, provided that
the Broker-Dealer has arecord of the correct Order that shows it was so received or so generated
prior to the Broker-Dealer Deadline or the Submission Deadline, as applicable.

“Conversion Date” means the date on a Series of ARS Bonds are converted from an ARS
Mode to a Mode other than an ARS Mode and begin to bear interest at a Daily Rate, a Weekly
Rate, a Flexible Rate, a Term Rate or a Fixed Rate.

“Error Correction Deadling’” means one hour after the Auction Agent completes the
dissemination of the results of the Auction to Broker-Dealers without regard to the time of
receipt of such results by any Broker-Dedler; provided, however, in no event shall the Error
Correction Deadline extend past 4:00 p.m., New York City time, unless the Auction Agent
experiences technological failure or force majeure in disseminating the Auction results which
causes adelay in dissemination past 3:00 p.m., New Y ork City time.

“Existing Owner” means a Person who is listed as the beneficial owner of ARS Bonds in
the records of the Auction Agent; provided, however, that for purposes of conducting an

B-7

SF1 1445588 47922/34



Auction, the Auction Agent may consider a Broker-Dealer acting on behalf of its customer as an
Existing Owner.

“Hold Order” has the meaning specified in subsection (a) of Section 2.01 of this
Exhibit B.

“Initial Period” means the period from the issue date of the Series 2007 Bond to and
including September 2, 2008.

“Interest Payment Date” with respect to Series 2007 Bond means September 1, 2007,
March 1, 2008 and September 3, 2008 with respect to the Initial Period for the Series 2007 Bond,
and thereafter for any Series of ARS Bonds (a) when used with respect to any Auction Period
other than a daily Auction Period or a Special Auction Period, the Business Day immediately
following such Auction Period, (b) when used with respect to a daily Auction Period, the first
Business Day of the month immediately succeeding such Auction Period, (c) when used with
respect to a Special Auction Period of (i) seven or more but fewer than one hundred eighty-three
(183) days, the Business Day immediately following such Special Auction Period, or (ii) more
than one hundred eighty-two (182) days, each March 1 and September 1 and on the Business
Day immediately following such Special Auction Period and (d) the date when the final principal
amount of the Bonds of a Series becomes due and payable, either at maturity or upon early
redemption.

“LIBOR” means, with respect to a Series of ARS Bonds, on any date of determination for
an Auction Period for such Series of ARS Bonds, the offered rate (rounded up to the next highest
one one-thousandth of one percent (0.001%)) for depositsin U.S. dollars for a one-month period
which appears on the Telerate Page 3750 at approximately 11:00 am., London time, on such
date, or if such date is not a date on which dealings in U.S. dollars are transacted in the London
interbank market, then on the next preceding day on which such dealings were transacted in such
market.

“Maximum Interest Rate” means the lesser of 12% or the maximum rate permitted by
applicable law.

“Order” means a Hold Order, Bid or Sell Order.

“Potential Owner” means any Person, including any Existing Owner, who may be
interested in acquiring a beneficia interest in ARS Bonds in addition to ARS Bonds currently
owned by such Person, if any; provided, however, that for purposes of conducting an Auction,
the Auction Agent may consider a Broker-Dealer acting on behalf of its customer as a Potential
Owner.

“Principal Office” means, with respect to the Auction Agent of a Series of ARS Bonds,
the office thereof designated in writing to the Authority, the Trustee and each Broker-Dealer.

“Sell Order” has the meaning specified in subsection (a) of Section 2.01 of this Exhibit B.

“Special Auction Period” means, with respect to a Series of ARS Bonds, (@) any period
of one hundred eighty-two (182) days or less which is divisible by seven and which begins on an
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Interest Payment Date and ends (i) in the case of a Series of ARS Bonds with Auctions generally
conducted on Fridays, on a Sunday unless such Sunday is not followed by a Business Day, in
which case on the next succeeding day which is followed by a Business Day, (ii) in the case of a
Series of ARS Bonds with Auctions generally conducted on Mondays, on a Monday unless such
Monday is not followed by a Business Day, in which case on the next succeeding day which is
followed by a Business Day, (iii) in the case of a Series of ARS Bonds with Auctions generally
conducted on Tuesdays, on a Tuesday unless such Tuesday is not followed by a Business Day, in
which case on the next succeeding day which is followed by a Business Day, (iv) in the case of a
Series of ARS Bonds with Auctions generally conducted on Wednesdays, on a Wednesday
unless such Wednesday is not followed by a Business Day, in which case on the next succeeding
day which is followed by a Business Day, and (v) in the case of a Series of ARS Bonds with
Auctions generally conducted on Thursdays, on a Thursday unless such Thursday is not followed
by a Business Day, in which case on the next succeeding day which is followed by a Business
Day, or (b) any period which is longer than one hundred eighty-two (182) days, which begins on
an Interest Payment Date and ends not later than the final scheduled Maturity Date and, in either
case, is not otherwise within the definition of an Auction Period.

“Submission Deadline” means 1:00 p.m. New Y ork City time on each Auction Date for a
Series of ARS Bonds not in a daily Auction Period, and 11:00 am., New York City time, on
each Auction Date for such Series of ARS Bonds in a daily Auction Period, or such other time
on such date as shall be specified from time to time by the Auction Agent pursuant to the
Auction Agreement as the time by which Broker-Dealers are required to submit Orders to the
Auction Agent. Notwithstanding the foregoing, the Auction Agent will follow the Securities
Industry and Financial Markets Association's Early Market Close Recommendations for
shortened trading days for the bond markets (the “SIFMA Recommendation™) unless the Auction
Agent is instructed otherwise in writing by the Trustee or the Authority. In the event of a
SIFMA Recommendation with respect to an Auction Date, the Submission Deadline will be
11:30 am., instead of 1:00 p.m., New Y ork City time.

“Submitted Bid” has the meaning specified in subsection (b) of Section 2.04 of this
Exhibit B.

“Submitted Hold Order” has the meaning specified in subsection (b) of Section 2.04 of
this Exhibit B.

“Submitted Order” has the meaning specified in subsection (b) of Section 2.04 of this
Exhibit B.

“Submitted Sell Order” has the meaning specified in subsection (b) of Section 2.04 of
this Exhibit B.

“Sufficient Clearing Bids” means with respect to a Series of ARS Bonds, an Auction for
which the aggregate principal amount of such Series of ARS Bonds that are the subject of
Submitted Bids by Potential Owners specifying one or more rates not higher than the Maximum
Interest Rate is not less than the aggregate principal amount of such Series of ARS Bonds that
are the subject of Submitted Sell Orders and of Submitted Bids by Existing Owners specifying
rates higher than the Maximum Interest Rate.
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“Winning Bid Rate” means with respect to a Series of ARS Bonds, the lowest rate
specified in any Submitted Bid for such Series of ARS Bonds which if selected by the Auction
Agent as the ARS Rate for such Series of ARS Bonds would cause the aggregate principal
amount of such Series of ARS Bonds that are the subject of Submitted Bids specifying a rate not
greater than such rate to be not less than the aggregate principal amount of Available Bonds.

ARTICLE I
AUCTION PROCEDURES

Section 2.01. Orders by Existing Owners and Potential Owners.

@ Prior to the Broker-Dealer Deadline on each Auction Date:

(i)  each Existing Owner may submit to a Broker-Dealer, in writing or by such
other method as shall be reasonably acceptable to such Broker-Dealer, one or more
Ordersasto:

(A)  the principal amount of the ARS Bonds, if any, held by such
Existing Owner, which such Existing Owner commits to continue to hold for the
next succeeding Auction Period without regard to the Auction Rate for such
Auction Period;

(B) the principal amount of the ARS Bonds, if any, held by such
Existing Owner, which such Existing Owner commits to continue to hold for the
next succeeding Auction Period if the Auction Rate for the next succeeding
Auction Period is not less than the rate per annum specified in such Order (and if
the Auction Rate is less than such specified rate, the effect of the Order shall be as
set forth in paragraph (b)(i)(A) of this Section); and/or

(C)  the principal amount of the ARS Bonds, if any, held by such
Existing Owner which such Existing Owner offers to sell on the first Business
Day of the next succeeding Auction Period (or on the same day in the case of a
daily Auction Period) without regard to the Auction Rate for the next succeeding
Auction Period; and

(i)  each Potential Owner may submit to a Broker-Dealer, in writing or by
such other method as shall be reasonably acceptable to such Broker-Dealer, an Order as
to the principa amount of ARS Bonds, which each such Potential Owner offers to
purchase if the Auction Rate for the next succeeding Auction Period is not less than the
rate per annum then specified by such Potential Owner.

For the purposes hereof, an Order containing the information referred to in clause (i)(A)
above is herein referred to as a “Hold Order,” an Order containing the information referred to in
clause (i)(B) or (ii) above is herein referred to as a “Bid,” and an Order containing the
information referred to in clause (i)(C) aboveis herein referred to as a“ Sell Order.”
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No Auction Desk of a Broker-Dealer shall accept as an Order a submission (whether
received from an Existing Owner or a Potential Owner or generated by the Broker-Dealer for its
own account) which does not conform to the requirements of the Auction Procedures, including,
but not limited to, submissions which are not in Authorized Denominations, specify arate which
contains more than three figures to the right of the decimal point or specify an amount greater
than the amount of Outstanding ARS Bonds. No Auction Desk of a Broker-Dealer shall accept a
Bid or Sell Order which is conditioned on being filled in whole or a Bid which does not specify a
specific interest rate.

(b) M) A Bid by an Existing Owner shall constitute an offer to sell on the first
Business Day of the next succeeding Auction Period (or the same day in the case of a daily
Auction Period):

(A)  theprincipal amount of the ARS Bonds specified in such Bid if the
rate determined by the Auction Procedures on such Auction Date shall be less
than the rate specified therein; or

(B)  such principal amount or a lesser principal amount of the ARS
Bonds to be determined as described in subsection (a)(v) of Section 2.05 hereof if
the Auction Rate for the next succeeding Auction Period shall be equal to such
specified rate; or

(C)  alesser principal amount of the ARS Bonds to be determined as
described in subsection (b)(iv) of Section 2.05 of this Exhibit B if such specified
rate shall be higher than the Maximum Interest Rate and Sufficient Clearing Bids
do not exist.

(i) A Sdl Order by an Existing Owner shall constitute an offer to sell:

(A)  the principal amount of the ARS Bonds specified in such Sell
Order; or

(B)  such principal amount or a lesser principal amount of the ARS
Bonds as described in subsection (b)(iv) of Section 2.05 of this Exhibit B if
Sufficient Clearing Bids do not exist.

(iii) A Bid by aPotential Owner shall constitute an offer to purchase:

(A)  theprincipal anount of the ARS Bonds specified in such Bid if the
Auction Rate for the next succeeding Auction Period shall be higher than the rate
specified therein; or

(B)  such principal amount or a lesser principal amount of the ARS
Bonds as described in subsection (a)(vi) of Section 2.05 of this Exhibit B if the
Auction Rate for the next succeeding Auction Period shal be equal to such
specified rate.

(© Anything herein to the contrary notwithstanding:

B-11

SF1 1445588 47922/34



(i) If an Order or Orders covering al of the ARS Bonds held by an Existing
Owner is not submitted to the Broker-Dealer of record for such Existing Owner prior to
the Broker-Dealer Deadline, such Broker-Dealer shall deem a Hold Order to have been
submitted on behalf of such Existing Owner covering the principal amount of ARS
Bonds held by such Existing Owner and not subject to Orders submitted to such Broker-
Deadler; provided, however, that if there is a conversion from one Auction Period to a
longer Auction Period and Orders have not been submitted to such Broker-Dealer prior to
the Broker-Dealer Deadline covering the aggregate principal amount of ARS Bonds to be
converted held by such Existing Owner, such Broker-Dealer shall deem a Sell Order to
have been submitted on behalf of such Existing Owner covering the principal amount of
ARS Bonds to be converted held by such Existing Owner not subject to Orders submitted
to such Broker-Dealer.;

(i)  for purposes of any Auction, any Order by any Existing Owner or
Potential Owner shall be revocable until the Broker-Dealer Deadline, and after the
Broker-Dealer Deadline, al such Orders shall be irrevocable, except as provided in
Sections 2.02(e)(ii) and 2.02(f); and

(iii)  for purposes of any Auction other than during a daily Auction Period, any
ARS Bonds sold or purchased pursuant to subsection (b)(i), (i) or (iii) above shal be
sold or purchased at a price equal to 100% of the principal amount thereof; provided that,
for purposes of any Auction during a daily Auction Period, such sale or purchase price
shall be 100% of the principal amount thereof plus accrued interest to the date of sale or
purchase.

Section 2.02. Submission of Orders by Broker-Dead ers to Auction Agent.

@ Each Broker-Dealer shall submit to the Auction Agent in writing, or by such
Electronic Means as shall be reasonably acceptable to the Auction Agent, prior to the
Submission Deadline on each Auction Date for Bonds of a Series, all Orders with respect to ARS
Bonds accepted by such Broker-Dealer in accordance with Section 2.01 above and specifying
with respect to each Order or aggregation of Orders pursuant to Section 2.02(b) below:

(i) the name of the Broker-Dedler;
(i)  the number of Bidders placing Orders, if requested by the Auction Agent;

(iii)  the aggregate principal amount of the ARS Bonds, if any, that are the
subject of such Order;

(iv)  totheextent that such Bidder isan Existing Owner:

(A)  theprincipal amount of the ARS Bonds, if any, subject to any Hold
Order placed by such Existing Owner;

(B)  the principal amount of the ARS Bonds, if any, subject to any Bid
placed by such Existing Owner and the rate specified in such Bid; and
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(C)  theprincipal amount of the ARS Bonds, if any, subject to any Sell
Order placed by such Existing Owner.

(v) theextent such Bidder is a Potential Owner, the rate specified in such Bid.

(b) If more than one Bid is submitted to a Broker-Dealer on behalf of any single
Potential Owner, the Broker-Dealer shall aggregate each Bid on behalf of such Potential Owner
submitted with the same rate and consider such Bids as a single Bid and shall consider each Bid
submitted with a different rate a separate Bid with the rate and the principal amount of the ARS
Bonds specified therein.

A Broker-Dealer may aggregate the Orders of different Potential Owners with those of
other Potential Owners on whose behalf the Broker-Dealer is submitting Orders and may
aggregate the Orders of different Existing Owners with other Existing Owners on whose behalf
the Broker-Deadler is submitting Orders; provided, however, Bids may only be aggregated if the
interest rates on the Bids are the same.

(©) Neither the Authority, the Trustee nor the Auction Agent shall be responsible for
the failure of any Broker-Dealer to submit an Order to the Auction Agent on behalf of any
Existing Owner or Potential Owner.

(d) Nothing contained herein shall preclude a Broker-Dealer from placing an Order
for some or all of the ARS Bonds for its own account.

(e Until the Submission Deadline, a Broker-Dealer may withdraw or modify any
Order previously submitted to the Auction Agent (i) for any reason if the Order was generated by
the Auction Desk of the Broker-Dealer for the account of the Broker-Dealer or (ii) to correct a
Clerical Error in the case of any other Order, including Orders from the Broker-Dealer which
were not originated by the Auction Desk.

()] After the Submission Deadline and prior to the Error Correction Deadline, a
Broker-Dealer may:

(i)  submit to the Auction Agent an Order received from an Existing Owner,
Potential Owner or a Broker-Dealer which is not an Order originated by the Auction
Desk, in each case prior to the Broker-Dealer Deadline, or an Order generated by the
Broker-Dealer's Auction Desk for its own account prior to the Submission Deadline
(provided that in each case the Broker-Dedler has a record of such Order and the time
when such Order was received or generated) and not submitted to the Auction Agent
prior to the Submission Deadline as a result of (A) an event of force maeure or a
technological failure which made delivery prior to the Submission Deadline impossible
or, under the conditions then prevailing, impracticable or (B) a Clerical Error on the part
of the Broker-Dealer; or

(i)  modify or withdraw an Order received from an Existing Owner or
Potential Owner or generated by the Broker-Dealer (whether generated by the Broker-
Dedler's Auction Desk or elsewhere within the Broker-Dealer) for its own account and
submitted to the Auction Agent prior to the Submission Deadline or pursuant to clause (i)
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above, if the Broker-Dealer determines that such Order contained a Clerical Error on the
part of the Broker-Dealer.

In the event a Broker-Dealer makes a submission, modification or withdrawal pursuant to
this Section 2.02(f) and the Auction Agent has already run the Auction, the Auction Agent shall
rerun the Auction, taking into account such submission, modification or withdrawal. Each
submission, modification or withdrawal of an Order submitted pursuant to this Section 2.02(f) by
a Broker-Dealer after the Submission Deadline and prior to the Error Correction Deadline shall
constitute a representation by the Broker-Dealer that (A) in the case of a newly submitted Order
or portion thereof or revised Order, the failure to submit such Order prior to the Submission
Deadline resulted from an event described in clause (i) above and such Order was received from
an Existing Owner or Potential Owner or is an Order received from the Broker-Dealer that was
not originated by the Auction Desk, in each case, prior to the Broker-Dealer Deadline, or
generated internally by such Broker-Dealer’s Auction Desk for its own account prior to the
Submission Deadline or (B) in the case of a modified or withdrawn Order, such Order was
received from an Existing Owner, a Potential Owner or the Broker-Dealer which was not
originated by the Auction Desk prior to the Broker-Dealer Deadline, or generated internaly by
such Broker-Dealer's Auction Desk for its own account prior to the Submission Deadline and
such Order as submitted to the Auction Agent contained a Clerical Error on the part of the
Broker-Dealer and that such Order has been modified or withdrawn solely to effect a correction
of such Clerical Error, and in the case of either (A) or (B), as applicable, the Broker-Dealer has a
record of such Order and the time when such Order was received or generated. The Auction
Agent shall be entitled to rely conclusively (and shall have no liability for relying) on such
representation for any and all purposes of the Auction Procedures.

(9) If after the Auction Agent announces the results of an Auction, a Broker-Dealer
becomes aware that an error was made by the Auction Agent, the Broker-Dealer shall
communicate such awareness to the Auction Agent prior to 5:00 p.m. New Y ork City time on the
Auction Date (or 2:00 pm. New Y ork City time in the case of Bonds in a daily Auction Period).
If the Auction Agent determines there has been such an error (as a result of either a
communication from a Broker-Dealer or its own discovery) prior to 3:00 p.m. New York City
time on the first day of the Auction Period with respect to which such Auction was conducted,
the Auction Agent shall correct the error and notify each Broker-Dealer that submitted Bids or
held a position in Bonds in such Auction of the corrected results.

(h) Nothing contained herein shall preclude the Auction Agent from:

(i) advising a Broker-Dedler prior to the Submission Deadline that it has not
received Sufficient Clearing Bids for the ARS Bonds, provided, however, that if the
Auction Agent so advises any Broker-Dealer, it shall so advise all Broker-Dealers; or

(i)  verifying the Orders of a Broker-Dealer prior to or after the Submission
Deadline; provided, however, that if the Auction Agent verifies the Orders of any Broker-
Dedler, it shal verify the Orders of all Broker-Dealers requesting such verification.
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Section 2.03. Treatment of Orders by the Auction Agent.

@ If the Auction Agent receives an Order which does not conform to the
requirements of the Auction Procedures, the Auction Agent may contact the Broker-Dealer
submitting such Order until one hour after the Submission Deadline and inform such Broker-
Dealer that it may resubmit such Order so that it conforms to the requirements of the Auction
Procedures. Upon being so informed, such Broker-Dealer may correct and resubmit to the
Auction Agent any such Order that, solely as a result of a Clerical Error on the part of such
Broker-Deadler, did not conform to the requirements of the Auction Procedures when previously
submitted to the Auction Agent. Any such resubmission by a Broker-Dealer shall constitute a
representation by such Broker-Deadler that the failure of such Order to have so conformed was
solely as aresult of a Clerical Error on the part of such Broker-Dealer. If the Auction Agent has
not received a corrected conforming Order within one hour and fifteen minutes of the
Submission Deadline, the Auction Agent shall, if and to the extent applicable, adjust or apply
such Order, as the case may be, in conformity with the provisions of subsections (b), (c) or (d) of
this Section 2.03 and, if the Auction Agent is unable to so adjust or apply such Order, the
Auction Agent shall reject such Order.

(b) If any rate specified in any Bid contains more than three figures to the right of the
decimal point, the Auction Agent shall round such rate up to the next highest one thousandth of
one percent (0.001%).

(©) If one or more Orders covering in the aggregate more than the number of Units of
Outstanding Bonds of a particular Series are submitted by a Broker-Dealer to the Auction
Agent, such Orders shall be considered valid in the following order of priority:

(i) al Hold Orders shal be considered Hold Orders, but only up to and
including in the aggregate principal amount of ARS Bonds for which such Broker-Dealer
is the Broker-Dealer of record,

(i) (A) any Bid of aBroker-Dealer shall be considered valid as a Bid of an
Existing Owner up to and including the excess of the principal amount of ARS Bonds for
which such Broker-Dealer is the Broker-Dealer of record over the principal amount of
ARS Bonds subject to Hold Ordersreferred to in clause (i) above;

(B)  subject to clause (A) above, all Bids of a Broker-Dealer with the
same rate shall be aggregated and considered a single Bid of an Existing Owner
up to and including the excess of the principal amount of ARS Bonds for which
such Broker-Dedler is the Broker-Dealer of record over the principal amount of
ARS Bonds for which such Broker-Dealer is the Broker-Dealer of record subject
to Hold Ordersreferred to in clause (i) above;

(C)  subject to clause (A) above, if more than one Bid with different
rates is submitted by a Broker-Dealer, such Bids shall be considered Bids of an
Existing Owner in the ascending order of their respective rates up to the amount
of the excess of the principal amount of ARS Bonds for which such Broker-
Dedler is the Broker-Dealer of record over the principal amount of ARS Bonds
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for which such Broker-Dedler is the Broker-Dealer of record subject to Hold
Ordersreferred to in clause (i) above; and

(D)  the principal amount of ARS Bonds subject to Bids not considered
to be Bids for which such Broker-Deadler is the Broker-Dealer of record under this
clause (ii) shall be treated as the subject of a Bid by a Potential Owner;

@iii)  al Sel Orders shall be considered Sell Orders, but only up to and
including the principal amount of ARS Bonds equal to the excess of the principal amount
of ARS Bonds for which such Broker-Dealer is the Broker-Dealer of record over the sum
of the principal amount of ARS Bonds considered to be subject to Hold Orders pursuant
to clause (i) above and the principal amount of ARS Bonds considered to be subject to
Bids for which such Broker-Dealer is the Broker-Dealer of record pursuant to clause (ii)
above.

(d) If any Order is for other than an integral amount of ARS Bonds in Authorized
Denominations, then the Auction Agent shall round the amount down to the nearest number of
whole amount of ARS Bonds in Authorized Denominations, and the Auction Agent shall
conduct the Auction Procedures as if such Order had been submitted in such number of principal
amount of ARS Bonds in Authorized Denominations.

(e For purposes of any Auction other than during a daily Auction Period, if an
Auction Agent has been notified by the Trustee or the Authority that any portion of an Order by
a Broker-Dealer relates to a ARS Bond which has been called for redemption on or prior to the
Interest Payment Date next succeeding such Auction, the Order shall be invalid with respect to
such portion and the Auction Agent shall conduct the Auction Procedures as if such portion of
such Order had not been submitted.

()] For purposes of any Auction other than during a daily Auction Period, no portion
of a ARS Bond which the Auction Agent has been notified by the Trustee or the Authority has
been called for redemption on or prior to the Interest Payment Date next succeeding such
Auction shall be included in the calculation of Available Bonds for such Auction.

(9) If an Order or Orders covering al of the ARS Bondsis not submitted by a Broker-
Dealer of record prior to the Submission Deadline, the Auction Agent shall deem a Hold Order
to have been submitted on behalf of such Broker-Dealer covering the principal amount of ARS
Bonds for which such Broker-Dedler is the Broker-Dealer of record and not subject to Orders
submitted to the Auction Agent; provided, however, that if there is a conversion from one
Auction Period to alonger Auction Period and Orders have not been submitted by such Broker-
Dedler prior to the Submission Deadline covering the principal amount of ARS Bonds to be
converted for which such Broker-Deadler is the Broker-Dealer of record, the Auction Agent shall
deem a Sell Order to have been submitted on behalf of such Broker-Dealer covering the principal
amount of ARS Bonds to be converted for which such Broker-Dedler is the Broker-Dealer of
record not subject to Orders submitted by such Broker-Dealer.
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Section 2.04. Determination of ARS Rate.

@ If requested by the Trustee or a Broker-Deadler, not later than 10:30 am., New
York City time (or such other time as may be agreed to by the Auction Agent and all Broker-
Deadlers), on each Auction Date for the ARS Bonds, the Auction Agent shall advise such Broker-
Dedler (and thereafter confirm to the Trustee, if requested) of the All Hold Rate and the ARS
Index. Such advice, and confirmation, shall be made by telephone or other Electronic Means
acceptable to the Auction Agent.

(b) Promptly after the Submission Deadline for the ARS Bonds on each Auction
Date, the Auction Agent shall assemble all Orders submitted or deemed submitted to it by the
Broker-Dealers (each such Order as submitted or deemed submitted by a Broker-Deaer being
hereinafter referred to as a “Submitted Hold Order,” a “Submitted Bid” or a “Submitted Sell
Order,” as the case may be, and collectively as a “ Submitted Order”) and shall determine (i) the
Available Bonds, (ii) whether there are Sufficient Clearing Bids, and (iii) the Auction Rate.

(© In the event the Auction Agent shall fail to calculate or, for any reason, fails to
provide the Auction Rate on the Auction Date, for any Auction Period (i) if the preceding
Auction Period was a period of 35 daysor less, (A) anew Auction Period shall be established for
the same length of time as the preceding Auction Period, if the failure to make such calculation
was because there was not at the time a duly appointed and acting Auction Agent or Broker-
Dealer, and the ARS Rate for the new Auction Period shall be the ARS Rate for the new Auction
Period shall be the same as the ARS Rate for the preceding Auction Period or, (B) if the failure
to make such calculation was for any other reason or if the ARS Index is not ascertainable on
such date, the prior Auction Period shall be extended to the seventh day following the day that
would have been the last day of the preceding Auction Period (or if such seventh day is not
followed by a Business Day then to the next succeeding day that is followed by a Business Day)
and the ARS Rate for the period as so extended shall be the same as the ARS Rate for the
Auction Period prior to the extension, and (ii) if the preceding Auction Period was a period of
greater than 35 days, (A) a new Auction Period shall be established for a period that ends on the
seventh day following the day that was the last day of the preceding Auction Period, (or if such
seventh day is not followed by a Business Day then to the next succeeding day which is followed
by a Business Day) if the failure to make such calculation was because there was not at the time
a duly appointed and acting Auction Agent or Broker-Deder, and the ARS Rate for the new
Auction Period shall be the Maximum Interest Rate or, (B) if the failure to make such calculation
was for any other reason or if the ARS Index is not ascertainable on such date, the prior Auction
Period shall be extended to the seventh day following the day that would have been the last day
of the preceding Auction Period (or if such seventh day is not followed by a Business Day then
to the next succeeding day that is followed by a Business Day) and the ARS Rate for the period
as so extended shall be the same as the ARS Rate for the Auction Period prior to the extension.
In the event a new Auction Period is established as set forth in clause (ii) (A) above, an Auction
shall be held on the last Business Day of the new Auction Period to determine an Auction Rate
for an Auction Period beginning on the Business Day immediately following the last day of the
new Auction Period and ending on the date on which the Auction Period otherwise would have
ended had there been no new Auction Period or Auction Periods subsequent to the last Auction
Period for which a Winning Bid Rate had been determined. In the event an Auction Period is
extended as set forth in clause (i) (B) or (ii) (B) above, an Auction shall be held on the last
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Business Day of the Auction Period as so extended to determine an Auction Rate for an Auction
Period beginning on the Business Day immediately following the last day of the extended
Auction Period and ending on the date on which the Auction Period otherwise would have ended
had there been no extension of the prior Auction Period.

(d) Notwithstanding the foregoing, neither new nor extended Auction Periods shall
total more than 35 days in the aggregate. If at the end of the 35 days the Auction Agent fails to
calculate or provide the Auction Rate, or there is not at the time a duly appointed and acting
Auction Agent or Broker-Dealer, the ARS Rate shall be the Maximum Interest Rate.

(e) In the event of afailed conversion from an Auction Period to any other period or
in the event of a failure to change the length of the current Auction Period due to the lack of
Sufficient Clearing Bids at the Auction on the Auction Date for the first new Auction Period, the
ARS Rate for the next Auction Period shall be the Maximum Interest Rate and the Auction
Period shall be a seven-day Auction Period.

()] If the Bonds are no longer maintained in book-entry-only form by the Securities
Depository, then the Auctions shall cease and the ARS Rate shall be the Maximum Interest Rate.

Section 2.05. Allocation of the ARS Bond.

@ In the event of Sufficient Clearing Bids for a Series of ARS Bonds, subject to the
further provisions of subsections (c) and (d) below, Submitted Orders for such Series of ARS
Bonds shall be accepted or rejected as follows in the following order of priority:

(i) the Submitted Hold Order of each Existing Owner shall be accepted, thus
requiring each such Existing Owner to continue to hold the ARS Bonds that are the
subject of such Submitted Hold Order;

(i)  the Submitted Sell Order of each Existing Owner shall be accepted and the
Submitted Bid of each Existing Owner specifying any rate that is higher than the
Winning Bid Rate shall be regjected, thus requiring each such Existing Owner to sell the
ARS Bonds that are the subject of such Submitted Sell Order or Submitted Bid,;

(iii)  the Submitted Bid of each Existing Owner specifying any rate that is
lower than the Winning Bid Rate shall be accepted, thus requiring each such Existing
Owner to continue to hold the ARS Bonds that are the subject of such Submitted Bid;

(iv)  the Submitted Bid of each Potential Owner specifying any rate that is
lower than the Winning Bid Rate shall be accepted, thus requiring each such Potential
Owner to purchase the ARS Bonds that are the subject of such Submitted Bid;

(v) the Submitted Bid of each Existing Owner specifying arate that is equal to
the Winning Bid Rate shall be accepted, thus requiring each such Existing Owner to
continue to hold the ARS Bonds that are the subject of such Submitted Bid, but only up
to and including the principal amount of the ARS Bonds obtained by multiplying (A) the
aggregate principal amount of Outstanding ARS Bonds that are not the subject of
Submitted Hold Orders described in paragraph (i) above or of Submitted Bids described
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in paragraphs (iii) or (iv) above by (B) a fraction the numerator of which shall be the
principal amount of Outstanding ARS Bonds held by such Existing Owner subject to
such Submitted Bid and the denominator of which shall be the aggregate principal
amount of the Outstanding ARS Bonds subject to such Submitted Bids made by all such
Existing Owners that specified a rate equal to the Winning Bid Rate, and the remainder,
if any, of such Submitted Bid shall be rejected, thus requiring each such Existing Owner
to sell any excess amount of such ARS Bonds;

(vi)  the Submitted Bid of each Potential Owner specifying a rate that is equal
to the Winning Bid Rate shall be accepted, thus requiring each such Potential Owner to
purchase the ARS Bonds that are the subject of such Submitted Bid, but only in an
amount equal to the principal amount of the ARS Bonds obtained by multiplying (A) the
aggregate principal amount of Outstanding ARS Bonds that are not the subject of
Submitted Hold Orders described in paragraph (i) above or of Submitted Bids described
in paragraphs (iii), (iv) or (v) above by (B) afraction the numerator of which shall be the
principa amount of Outstanding ARS Bonds subject to such Submitted Bid and the
denominator of which shall be the sum of the aggregate principal amount of Outstanding
ARS Bonds subject to such Submitted Bids made by all such Potential Owners that
specified arate equal to the Winning Bid Rate, and the remainder of such Submitted Bid
shall be rgected; and

(vii)  the Submitted Bid of each Potential Owner specifying any rate that is
higher than the Winning Bid Rate shall be rejected.

(b) In the event there are not Sufficient Clearing Bids for a Series of ARS Bonds,
Submitted Orders, for such Series of ARS Bonds shall be accepted or rejected as follows in the
following order of priority:

(i) the Submitted Hold Order of each Existing Owner shall be accepted, thus
requiring each such Existing Owner to continue to hold the ARS Bonds that are the
subject of such Submitted Hold Order;

(i)  the Submitted Bid of each Existing Owner specifying any rate that is not
higher than the Maximum Interest Rate, shall be accepted, thus requiring each such
Existing Owner to continue to hold the ARS Bonds that are the subject of such Submitted
Bid;

(iii)  the Submitted Bid of each Potential Owner specifying any rate that is not
higher than the Maximum Interest Rate, shall be accepted, thus requiring each such
Potential Owner to purchase the ARS Bonds that are the subject of such Submitted Bid;

(iv)  the Submitted Sell Orders of each Existing Owner shall be accepted as
Submitted Sell Orders and the Submitted Bids of each Existing Owner specifying any
rate that is higher than the Maximum Interest Rate, shall be deemed to be and shall be
accepted as Submitted Sell Orders, in both cases only up to and including the principal
amount of the ARS Bonds obtained by multiplying (A) the aggregate principal amount of
the ARS Bonds subject to Submitted Bids described in paragraph (iii) of this subsection
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(b) by (B) afraction the numerator of which shall be the principal amount of Outstanding
ARS Bonds held by such Existing Owner subject to such Submitted Sell Order or such
Submitted Bid deemed to be a Submitted Sell Order and the denominator of which shall
be the principal amount of Outstanding ARS Bonds subject to al such Submitted Sell
Orders and such Submitted Bids deemed to be Submitted Sell Orders, and the remainder
of each such Submitted Sell Order or Submitted Bid shall be deemed to be and shall be
accepted as a Hold Order and each such Existing Owner shall be required to continue to
hold such excess amount of the ARS Bonds; and

(v) the Submitted Bid of each Potential Owner specifying any rate that is
higher than the Maximum Interest Rate shall be rejected.

Section 2.06. Notice of ARS Rate.

@ On each Auction Date, the Auction Agent shall notify by each Broker-Dealer that
participated in the Auction held on such Auction Date by Electronic Means acceptable to the
Auction Agent and the applicable Broker-Dealer of the following with respect to the ARS Bonds
for which an Auction was held on such Auction Date:

(i) the ARS Rate determined on such Auction Date for the succeeding
Auction Period;

(i)  whether Sufficient Clearing Bids existed for the determination of the
Winning Bid Rate;

(iii)  if such Broker-Dealer submitted a Bid or a Sell Order on behaf of an
Existing Owner whether such Bid or Sell Order was accepted or rejected and the
principal amount of the ARS Bonds, if any, to be sold by such Existing Owner;

(iv)  if such Broker-Dedler submitted a Bid on behalf of a Potential Owner,
whether such Bid was accepted or rejected, in whole or in part, and the principal amount
of the ARS Bonds, if any, to be purchased by such Potential Owner;

(v) if the aggregate principal amount of the ARS Bonds to be sold by all
Existing Owners on whose behalf such Broker-Dealer submitted Bids or Sell Orders is
different from the aggregate principal amount of the ARS Bonds to be purchased by all
Potential Owners on whose behalf such Broker-Dealer submitted a Bid, the name or
names of one or more Broker- Dealers (and the Agent Member, if any, of each such other
Broker Dealer) and the principal amount of the ARS Bonds to be (A) purchased from one
or more Existing Owners on whose behalf such other Broker-Dealers submitted Bids or
Sell Orders or (B) sold to one or more Potential Owners on whose behalf such Broker-
Dealer submitted Bids; and

(vi) theimmediately succeeding Auction Date.

(b) On each Auction Date, each Broker-Dealer that submitted an Order on behalf of
any Existing Owner or Potential Owner shall: (i) if requested by an Existing Owner or a
Potential Owner, advise each Existing Owner or Potential Owner on whose behalf such Broker-
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Dealer submitted an Order as to (A) the ARS Rate determined on such Auction Date, (B)
whether any Bid or Sell Order submitted on behalf of each such Existing Owner or Potential
Owner was accepted or rejected and (C) the immediately succeeding Auction Date; (ii) instruct
each Potential Owner on whose behalf such Broker-Dealer submitted a Bid that was accepted, in
whole or in part, to instruct such Potential Owner’s Agent Member to pay to such Broker-Dealer
(or its Agent Member) through the Securities Depository the amount necessary to purchase the
principal amount of such ARS Bonds to be purchased pursuant to such Bid (including, with
respect to such ARS Bonds in adaily Auction Period, accrued interest if the purchase date is not
an Interest Payment Date for such ARS Bond) against receipt of such ARS Bonds; and (iii)
instruct each Existing Owner on whose behalf such Broker-Dealer submitted a Sell Order that
was accepted or a Bid that was rejected, in whole or in part, to instruct such Existing Owner’s
Agent Member to deliver to such Broker-Deadler (or its Agent Member) through the Securities
Depository the principal amount of such ARS Bonds to be sold pursuant to such Bid or Sell
Order against payment therefor.

(© The Auction Agent shall give notice of the Auction Rate to the Authority and
Trustee by mutually acceptable Electronic Means and the Trustee shall promptly give notice of
such Auction Rate to the Securities Depository.

Section 2.07. ARS Index.

@ For ARS Bonds in an Auction Period of 35 days or lessthe ARS Index isLIBOR.
The ARS Index with respect to ARS Bonds in any Auction Period of more than 35 days shall be
the rate on United States Treasury Securities having a maturity which most closely approximates
the length of the Auction Period as last published in The Wall Street Journal or such other source
as may be mutually agreed upon by Authority and the Broker-Dealer. If either rate is
unavailable, the ARS Index shall be an index or rate agreed to by all Broker-Dealers and
consented to by the Authority. For the purpose of this definition an Auction Period of 35 days or
less means a 35-day Auction Period or shorter Auction Period, i.e. a 35-day Auction Period
which is extended because of a holiday would still be considered an Auction Period of 35 days or
less.

(b) If for any reason on any Auction Date the ARS Index shall not be determined as
hereinabove provided, the ARS Index shall be the ARS Index for the Auction Period ending on
such Auction Date.

(© The determination of the ARS Index as provided herein shall be conclusive and
binding upon the Authority, the Trustee, the Broker-Dealers, the Auction Agent and the Owners
of such Series of ARS Bonds.

Section 2.08. Miscellaneous Provisions Regarding Auctions.

@ In this Exhibit B, each reference to the purchase, sale or holding of “ARS Bonds’
shall refer to beneficial interests in such ARS Bonds, unless the context clearly requires
otherwise.

(b) During an ARS Rate Period with respect to a Series of ARS Bonds, the provisions
of this Indenture, and the definitions contained therein and described in this Exhibit B, including
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without limitation the definitions of Maximum Interest Rate, All Hold Rate, ARS Index, Interest
Payment Date, and the ARS Rate, may be amended pursuant to this Indenture, subject to the
prior written consent of the Bond Insurer for such Series of Bonds, by obtaining the consent of
the Owners of all of the ARS Bonds of such Series then outstanding as follows:

If on the first Auction Date occurring at least twenty (20) days after the date on which
notice of such proposed amendment was given by the Trustee to the Owners of the ARS Bonds
Outstanding, such notice to be given by mail to each Owner at its address as it appears on the
registration books of the Trustee, (i) the ARS Rate which is determined on such date is the
Winning Bid Rate or All Hold Rate and (ii) there is delivered to the Trustee a Favorable Opinion
of Special Counsel the proposed amendment shall be deemed to have been consented to by the
Owners of al of the ARS Bonds outstanding bearing interest at an ARS Rate.

(© If the Securities Depository notifies the Authority that it is unwilling or unable to
continue as registered owner of the ARS Bonds or if at any time the Securities Depository shall
no longer be registered or in good standing under the Securities Exchange Act of 1934, as
amended, or other applicable statute or regulation and a successor to the Securities Depository is
not appointed by the Authority within ninety (90) days after the Authority receives notice or
becomes aware of such condition, as the case may be, the Auctions shall cease and the Authority
shall execute and the Trustee shall authenticate and deliver certificates representing the ARS
Bonds. Such ARS Bonds shall be registered in such names and Authorized Denominations as
the Securities Depository, pursuant to instructions from the Agent Members or otherwise, shall
instruct the Authority and the Trustee.

(d) During an ARS Period, so long as the ownership of ARS Bonds is maintained in
book-entry form by the Securities Depository, an Existing Owner or a beneficial owner may sell,
transfer or otherwise dispose of an ARS Bonds only pursuant to a Bid or Sell Order in
accordance with the Auction Procedures or to or through a Broker-Dealer, provided that (i) in the
case of al transfers other than pursuant to Auctions, such Existing Owner or its Broker-Dealer or
its Agent Member advises the Auction Agent of such transfer and (ii) a sale, transfer or other
disposition of ARS Bonds from a customer of a Broker-Dealer who is listed on the records of
that Broker-Dealer as the Owner of such ARS Bonds to that Broker-Dealer or another customer
of that Broker-Dealer shall not be deemed to be a sale, transfer or other disposition for purposes
of this paragraph if such Broker-Dealer remains the Existing Owner of the ARS Bonds so sold,
transferred or disposed of immediately after such sale, transfer or disposition.

Section 2.09. Changesin Auction Period or Auction Date.

€)) Changesin Auction Period. (i) During any ARS Rate Period, the Authority may,
from time to time on the Interest Payment Date immediately following the end of any Auction
Period, change the length of the Auction Period with respect to al of ARS Bonds among daily,
seven-days, 28-days, 35-days, three months, six months and a Special Auction Period in order to
accommodate economic and financial factors that may affect or be relevant to the length of the
Auction Period and the interest rate borne by the ARS Bonds. The Authority shall initiate the
change in the length of the Auction Period by giving written notice to the Trustee, the Series
2007 Bonds Insurer, the applicable Auction Agent, the applicable Broker-Dealers and the
Securities Depository that the Auction Period shall change if the conditions described herein are
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satisfied and the proposed effective date of the change, such notice to be provided at least ten
(10) Business Days prior to the Auction Date for such Auction Period. Any change in the length
of an Auction Period to an Auction Period longer than 35 days shall be subject to the prior
written consent of the Series 2007 Bond Insurer.

(i) Any such changed Auction Period shall be for a period of one day, seven-
days, 28-days, 35-days, three months, six months or a Special Auction Period and shall
apply to all ARS Bonds of a Series.

(iii)  The change in length of the Auction Period for the ARS Bonds subject to
change shall take effect only if Sufficient Clearing Bids exist a the Auction on the
Auction Date for such new Auction Period. For purposes of the Auction for such new
Auction Period, except to the extent any Existing Owner submits an Order with respect to
such ARS Bonds, each Existing Owner of an ARS Bonds subject to change shall be
deemed to have submitted Sell Orders with respect to al ARS Bonds of a Series if the
change is to a longer Auction Period and a Hold Order if the change is to a shorter
Auction Period. If there are not Sufficient Clearing Bids for the first Auction Period, the
Auction Rate for the new Auction Period shall be the Maximum Interest Rate, and the
Auction Period shall be a seven-day Auction Period.

(b) Changesin Auction Date. During any ARS Rate Period, the Auction Agent, with
the written consent of the Authority, may specify an earlier or later Auction Date for the ARS
Bonds (but in no event shall such date be more than five (5) Business Days earlier or later) than
the Auction Date that would otherwise be determined in accordance with the definition of
“Auction Date” in order to conform with then current market practice with respect to similar
securities or to accommodate economic and financial factors that may affect or be relevant to the
day of the week congtituting an Auction Date and the interest rate borne on the ARS Bonds. The
Auction Agent shall provide notice of its determination to specify an earlier Auction Date for an
Auction Period by means of a written notice delivered at least forty-five (45) days prior to the
proposed changed Auction Date to the Trustee, the Authority, the Broker-Dealers and the
Securities Depository. In the event the Auction Agent specifies an earlier Auction Date, the days
of the week on which an Auction Period begins and ends, the day of the week on which a Specia
Auction Period ends and the Interest Payment Date relating to a Special Auction Period shall be
adjusted accordingly.

(© Changes Resulting from Unscheduled Holidays. If, in the opinion of the Auction
Agent and the Broker-Dealers, there is insufficient notice of an unscheduled holiday to allow the
efficient implementation of the Auction Procedures set forth herein, the Auction Agent and the
Broker-Dealers may, as they deem appropriate, set a different Auction Date and adjust any
Interest Payment Dates and Auction Periods affected by such unscheduled holiday.

ARTICLE I

AUCTION AGENT

Section 3.01 Auction Agent.
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@ The Auction Agent for the ARS Bonds shall be appointed by the Trustee, at the
written direction of the Authority, and shall perform the functions specified herein. The Auction
Agent shall designate its Principal Office and signify its acceptance of the duties and obligations
imposed upon it hereunder by a written instrument, delivered to the Authority, the Trustee and
each Broker-Dealer, which written instrument may be in the form of an Auction Agreement.
Notwithstanding that the Auction Agent may be the agent of the Trustee, the Trustee shall not be
liable in any way for any action taken, suffered or omitted, or for any error of judgment made by
the Auction Agent, whether in the performance of its duties under the Auction Agreement or
otherwise.

(b) Subject to any applicable governmental restrictions, the Auction Agent may be or
become the owner of or trade in ARS Bonds with the same rights as if such entity were not the
Auction Agent.

3.02 Qualifications of Auction Agent; Resignation; Removal.

The Auction Agent shall be (a) a bank or trust company organized under the laws of the
United States or any state or territory thereof having a combined capital stock, surplus and
undivided profits of at least $30,000,000, or (b) a member of NASD having a capitalization of at
least $30,000,000 and, in either case, authorized by law to perform all the duties imposed upon it
by this Indenture and a member of, or a participant in, the Securities Depository. The Auction
Agent may at any time resign and be discharged of the duties and obligations created by this
Indenture by giving at least ninety (90) days notice to the Authority, the Trustee, the Insurer and
the Broker-Dealers. The Auction Agent may be removed at any time by written notice, delivered
by the Trustee, upon the written direction of the Authority, to the Auction Agent and the Series
2007 Bond Insurer. Upon any such resignation or removal, the Trustee, upon the written
direction of the Authority, shall appoint a successor Auction Agent approved by the Series 2007
Bond Insurer meeting the requirements of this section. In the event of the resignation or removal
of the Auction Agent, the Auction Agent shall pay over, assign and deliver any moneys and any
ARS Bonds held by it in such capacity to its successor. The Auction Agent shall continue to
perform its duties hereunder until its successor has been appointed by the Trustee. In the event
that the Auction Agent has not been compensated for its services, the Auction Agent may
terminate the Auction Agreement by giving at least thirty (30) days notice to the Authority, the
Trustee, the Insurer and the Broker-Dealers, and if it has not received such compensation by the
expiration of such thirty (30) days, the Auction Agent may resign even if a successor Auction
Agent has not been appointed.

B-24

SF1 1445588 47922/34



EXHIBIT C

FORM OF REQUISITION - PROJECT FUND

REQUISITION NO.___ - PROJECT FUND

Re:  Modesto Public Financing Authority L ease Revenue Refunding and Capital |mprovement
Bonds, Series 2007

The City of Modesto (the “City”) hereby requests The Bank of New York Trust
Company, N.A. (the Trustee”), as trustee under that certain Indenture (the Indenture) between
the Modesto Public Financing Authority (the “Authority”) and the Trustee, dated as of April 1,
2007 relating to the Authority’s Lease Revenue Refunding and Capital Improvement Bonds,
Series 2007 (the Bonds’), to pay to the following persons the following amounts for the
following purposes from the Project Fund:

Item No. To Amount Purpose

The Authority hereby certifies that obligations in the amounts stated above have been
incurred by the Authority or the City (as agent of the Authority) and are presently due and
payable, and that each item is a proper charge against the indicated fund and has not been
previously paid from said fund or from the proceeds of the Bonds.

Dated:

CITY OF MODESTO

By:

Authorized Representative

MODESTO PUBLIC FINANCING AUTHORITY

By:

Authorized Representative
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EXHIBIT D
FORM OF REQUISITION - COSTS OF ISSUANCE FUND
REQUISITION NO. - COSTS OF ISSUANCE FUND

TO: TheBank of New York Trust Company, N.A.

RE: Disbursement from the Cost of Issuance Fund pursuant to Section 3.03 of the Indenture,
dated as of April 1, 2007 (the “Indenture’), by and between THE BANK OF NEW
YORK TRUST COMPANY, N.A., as Trustee (the “Trustee”) and MODESTO PUBLIC
FINANCING AUTHORITY (the “Authority”) relating to Modesto Public Financing
Authority Lease Revenue Refunding and Capital Improvement Bonds, Series 2007

You are here by instructed to pay as Costs of Issuance of the Authority’s Lease Revenue
Refunding and Capital Improvements Bonds, Series 2007 (the “Series 2007 Bonds’) from the
Cost of Issuance Fund as provided in Section 3.03 of the Indenture the amounts set forth on
Exhibit A hereto, to the persons or entities designated therein as Payee. These Costs of Issuance
have been properly incurred, are a proper charge against the Costs of 1ssuance Fund and have not
been the basis of any previous disbursements.

Dated: , 200

MODESTO PUBLIC FINANCING AUTHORITY

By:

Authorized Representative
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Schedule A

Item No. Payee Amount Purpose
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FACILITY LEASE

THIS FACILITY LEASE, dated as of April 1, 2007, by and between MODESTO
PUBLIC FINANCING AUTHORITY (the “Authority”), a joint exercise powers authority duly
organized and existing under and by virtue of the laws of the State of California, as lessor, and
the CITY OF MODESTO (the “City”), a charter city and municipal corporation duly organized
and existing under the laws of the State of California, as lessee;

WITNESSETH:

WHEREAS, the Authority previously issued its Lease Revenue Bonds, Series 1997 (John
Thurman Field Renovation Project) (the “1997 Bonds’) and Lease Revenue Bonds, Series 1998
(Capital Improvements and Refinancing Project) (the “1998 Bonds’) to assist in the financing of
certain public capital improvementsin the City of Modesto, California (the “ City”);

WHEREAS, the 1998 Bonds were issued pursuant to a trust indenture, dated as of March
1, 1998 (the “1998 Indenture”) by and between the Authority and The Bank of New York Trust
Company, N.A., as successor trustee thereunder (the “1998 Trustee”);

WHEREAS, the City has determined to refund all of the 1997 Bonds and a portion of the
1998 Bonds and to finance certain additional improvements to John Thurman Field, as set forth
in Exhibit C hereto, as the same may be changed from time to time (the “2007 Project”);

WHEREAS, the Authority intends to assist the City in financing the 2007 Project by
issuing the Modesto Public Financing Authority Lease Revenue Refunding and Capital
Improvement Bonds, Series 2007 (the “ Series 2007 Bonds”) pursuant to a bond indenture, dated
asof April 1, 2007 (the “Indenture”), by and between the Authority and The Bank of New Y ork
Trust Company, N.A. (the “Trustee”), as trustee;

WHEREAS, the Authority previoudy leased certain properties to the City pursuant to a
Lease/Purchase Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to
Lease/Purchase Agreement, dated June 15, 2000 and Amendment No. 2 to Lease/Purchase
Agreement, dated October 15, 2002 (as so amended, the “1998 Lease”) under which the City is
obligated to make |lease payments for the |ease of properties thereunder (the “Leased Property”);

WHEREAS, pursuant to Section 7.2 of the 1998 L ease, the City may sublease the Leased
Property or any portions thereof, as provided in the 1998 L easg;

WHEREAS, in consideration of the Authority’s assistance in financing the 2007 Project
through the issuance of the Series 2007 Bonds and in consideration of the corresponding
reduction in lease payments payable by the City under the 1998 Lease as a result of the partial
refunding of the 1998 Bonds, the City will sublease to the Authority, pursuant to a sublease,
dated as of April 1, 2007 (the “Sublease”) by and between the City and the Authority and in
accordance with the terms of the 1998 Lease, the Leased Property, as more fully described in
Exhibit A hereto;

WHEREAS, the Authority will lease back to the City the L eased Property pursuant to the
terms of this Facility Lease and the City will be obligated to make base rental payments to the

1
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Authority for the lease of the Leased Property and such other facilities as may from time to time
be leased hereunder;

WHEREAS, pursuant to the terms of the 1998 Lease, the obligation of the City to make
lease payments under the 1998 Lease (as reduced to reflect the partial refunding of the 1998
Bonds) will remain the obligations of the City and no portion of the Leased Property subleased
to the Authority pursuant to the Sublease will be used for a purpose other than a governmental
function authorized under the provisions of the Constitution and laws of the State of California;

WHEREAS, the fair rental value of the Leased Property will be sufficient to support the
aggregate annual lease payments payable by the City under the 1998 Lease and under this
Facility Lease;

WHEREAS, al 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 entering into
of this Facility Lease do exist, have happened and have been performed in regular and due time,
form and manner as required by law, and the parties hereto are now duly authorized to execute
and enter into this Facility Lease;

NOW, THEREFORE, in consideration of the mutual covenants herein, the parties hereto
agree asfollows:

ARTICLE

DEFINITIONS
Section 1.01. Definitions.

Unless the context otherwise requires, the terms defined in this Section shall, for all
purposes of this Facility Lease, have the meanings herein specified, which meanings shall be
equally applicable to both the singular and plural forms of any of the terms herein defined.
Capitalized terms not otherwise defined herein shall have the meanings assigned to such termsin
the Indenture.

Additional Payments

The term “Additional Payments’ means all amounts payable to the Authority or the
Trustee or any other person from the City as Additional Payments pursuant to Section 3.02
hereof.

Authority

The term “Authority” means (i) Modesto Public Financing Authority, acting as lessor
hereunder; (ii) any surviving, resulting or transferee entity; and (iii) except where the context
requires otherwise, any assignee of the Authority.
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Base Rental Payments

The term “Base Rental Payments” means all amounts payable to the Authority from the
City as Base Rental Payments pursuant to Section 3.01 hereof.

Base Rental Payment Schedule

The term “Base Rental Payment Schedule” means the schedule of Base Rental Payments
payable to the Authority from the City pursuant to Section 3.01 hereof and attached hereto as
Exhibit B, as it may from time to time be supplemented, modified or amended pursuant Section
10.06 hereof.

City

The term “City” means the City of Modesto, California, a charter city and municipal
corporation duly organized and existing under the laws of the State of California.

City-County Administration Building

The term “ City-County Administration Building” means the one-half interest in the City-
County Administration Building constituting a L eased Unit of the L eased Property, as more fully
described in Exhibit A hereto.

Communication Dispatch Center

The term “Communication Dispatch Center” means the communication dispatch center
constituting a L eased Unit of the Leased Property, as more fully described in Exhibit A hereto.

Deferred Renta

Theterm “Deferred Rental” shall have the meaning specified in Section 3.04 hereof.

Event of Default

The term “Event of Default” shall have the meaning specified in Section 6.01 hereof.

Facility L ease

The term “Facility Lease” means this Facility Lease, as originally executed and recorded
or asit may from time to time be supplemented, modified or amended pursuant to the provisions
hereof and of the Indenture.

Indenture

The term “Indenture” means the bond indenture, dated as of April 1, 2007, by and among
the Trustee and the Authority and acknowledged by the City, pursuant to which the Trustee will
execute and deliver the Series 2007 Bonds, as originally executed or as it may from time to time
be supplemented, modified or amended by a Supplemental Indenture entered into pursuant to the
provisions of the Indenture.
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L eased Unit(s

The term “Leased Unit(s)” means (i) the Public Parking Garage, (ii) the City-County
Administration Building, (iii) the Police Headquarters, (iv) the Communication Dispatch Center,
and (v) Miscellaneous Properties, all as more fully set forth and described in Exhibit A hereto,
together with any additional real property added or substituted thereto by any supplement or
amendment hereto, as provided in Section 2.04 hereof.

L eased Property

The term “Leased Property” means, collectively, al of the Leased Units, each situated in
the City of Modesto, State of California, described in Exhibit A attached hereto and made a part
hereof, together with any additional real property added or substituted thereto by any supplement
or amendment hereto, as provided in Section 2.04 hereof.

Maximum Annual Base Rental Payments

The term “Maximum Annual Base Rental Payments’ means the maximum annual
amounts (exclusive of Deferred Rental) payable to the Authority from the City as Base Rental
Payments, as specified in Exhibit B hereto.

Miscellaneous Properties

The term “Miscellaneous Properties’ means the miscellaneous properties, collectively
constituting a L eased Unit of the Leased Property, as more fully described in Exhibit A hereto.

1998 Lease

Theterm “1998 Lease” means the L ease/Purchase Agreement, dated as of March 1, 1998,
as amended by Amendment No. 1 to Lease/Purchase Agreement, dated June 15, 2000 and
Amendment No. 2 to Lease/Purchase Agreement, dated October 15, 2002, each by and between
the City and the Authority.

Police Headquarters

The term “Police Headquarters” means the police headquarters building constituting a
Leased Unit of the Leased Property, as more fully described in Exhibit A hereto.

Public Parking Garage

The term “Public Parking Garage” means the public parking garage constituting a L eased
Unit of the Leased Property, as more fully described in Exhibit A hereto.

Related Obligations

The term “Related Obligations’ means the obligations of the Authority under any hedge
agreement (including without limitation, any Swap), credit agreement, liquidity agreement or
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similar agreement or, State vehicle license intercept program, or tax increment reimbursement
agreement, entered into in connection with or related to the Bonds or a series thereof.

Rental Payment Period

The term “Rental Payment Period” means the twelve month period commencing
August 15 of each year and ending the following August 14, and the initial period commencing
on the effective date hereof and ending the following August 14, 2007.

Series 2007 Bonds

The term “ Series 2007 Bonds” means the Bonds designated “Modesto Public Financing
Authority Lease Revenue Refunding and Capital Improvement Bonds, Series 2007” issued by
the Authority under and pursuant to Section 2.01 of the Indenture.

Sublease

The term “ Sublease” means the sublease, dated April 1, 2007, by and between the City
and the Authority.

2007 Project

The term “2007 Project” means the refunding of all of the 1997 Bonds and a portion of
the 1998 Bonds and the financing of certain improvements to John Thurman Field, and payment
of any costs associated with financing of said projects, as set forth in Exhibit C hereto, as the
same may be amended from time to time as provided herein.

ARTICLE Il

LEASE OF LEASED PROPERTY AND PROJECT;
TERM; REMOVAL OR SUBSTITUTION

Section 2.01. Lease of Leased Property. The Authority hereby subleases to the City and
the City hereby subleases from the Authority the Leased Property, subject, however, to all
easements, encumbrances, and restrictions that exist at the time of the commencement of the
term of this Facility Lease. The Leased Property shall consist of the real properties described in
Exhibit A, as the same may be amended from time to time, pursuant to Section 2.04 herein.

Section 2.02. Term; Occupancy. The term of this Facility Lease shall commence on the
date of recordation of this Facility Lease in the office of the County Recorder of Stanislaus
County, State of California, or on April 18, 2007, whichever is earlier, and shall end on
September 1, 2033, unless such term is extended or sooner terminated as hereinafter provided. If
on such termination date, the Series of Bonds corresponding to the Base Rental Payments
attributable to the Leased Property, or if applicable, the related Leased Unit, and all other
amounts then due hereunder with respect to such Leased Property or Leased Unit (as the case
may be), including any Reserve Facility Costs and amounts due under any Related Obligations,
shall not be fully paid, or if the rental payable hereunder with respect to such Leased Property or
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Leased Unit (as the case may be) shall have been abated at any time and for any reason, then the
term of this Facility Lease with respect to such Leased Property or Leased Unit (as the case may
be) shall be extended until all Bonds and Related Obligations of such Series corresponding to the
Base Rental Payments attributable to such Leased Property or Leased Unit (as the case may be)
and all other amounts then due hereunder with respect to such Leased Property or Leased Unit
(as the case may be), including any Reserve Facility Costs and amounts due under any Related
Obligations, shall be fully paid, except that the term of this Facility Lease as to such Leased
Property or Leased Unit (as the case may be) shall in no event be extended beyond ten (10) years
after such date. If prior to such date, all Bonds of a Series corresponding to the Base Rental
Payments attributable to the Leased Property, or if applicable, the related Leased Unit and all
other amounts then due hereunder with respect to such Leased Property or Leased Unit (as the
case may be), including any Reserve Facility Costs and amounts due under any Related
Obligations, shall be fully paid, or provision therefor made, the term of this Facility Lease with
respect to such Leased Property or Leased Unit (as the case may be) shall end ten (10) days
thereafter or upon written notice by the City to the Authority, whichever is earlier.

Section 2.03. [Reserved.]

Section 2.04. Removal or Substitution of Leased Property. Pursuant to Section 6.08 of
the Indenture, the City may remove or substitute real property as part of the Leased Property for
purposes of the Facility Lease, but only after the City shall have filed with the Authority and the
Trustee, with copies to each rating agency then providing a rating for the Bonds, all of the
following:

@ Executed copies of the Facility Lease or amendments thereto containing
the amended description of the Leased Property, including the legal description of the
L eased Property as modified if necessary;

(b) A Certificate of the City with copies of the Facility Lease or asite lease, if
needed, or amendments thereto containing the amended description of the Leased
Property stating that such documents have been duly recorded in the official records of
the County Recorder of Stanislaus County, State of Californig;

(© A Certificate of the City evidencing that the annual fair rental value of the
Leased Property which will constitute the Leased Property after such removal or
substitution will be at least equal to 100% of the maximum amount of Base Rental
Payments for (i) the 1998 Bonds and (ii) al Series of Bonds becoming due in the then
current year ending August 14 through and including each year during which any Series
of Bonds would be Outstanding or in any subsequent year ending August 15 through and
including each year during which any Series of Bonds would be Outstanding;

(d) A Certificate of the City stating that, based upon review of such
instruments, certificates or any other matters described in such Certificate of the City, the
City has good merchantable title to the Leased Property which will constitute the Leased
Property after such substitution. The term “good merchantable title” shall mean such title
asis satisfactory and sufficient for the needs and operations of the City;
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(e A Certificate of the City stating that such removal or substitution does not
adversely affect the City’ s use and occupancy of the Leased Property;

()] An Opinion of Counsel (as such term is defined in the Indenture) stating
that such amendment or modification (i) is authorized or permitted by the Constitution
and laws of the State and the Indenture; (ii) complies with the terms of the Constitution
and laws of the State and of this Indenture; (iii) will, upon the execution and delivery
thereof, be valid and binding upon the Authority and the City; and (iv) will not cause the
interest on the Bonds to be included in gross income for federal income tax purposes; and

(9) A Certificate of the City stating that all conditions to the release or
substitution of such property under the 1998 L ease have been satisfied.

Section 2.05. Subordination to the 1998 Lease. Notwithstanding any provisions of this
Facility Lease to the contrary, this Facility Lease and the rights granted to the City hereunder are
subordinate to the right of the City and the 1998 Trustee under the 1998 Lease, the 1998
Indenture and the rights granted thereunder.

ARTICLE I

RENTAL PAYMENTS;, USE OF PROCEEDS

Section 3.01. Base Rental Payments. The City agrees to pay to the Authority, as Base
Rental Payments for the use and occupancy of each Leased Unit of the Leased Property (subject
to the provisions of Sections 3.04, 3.06 and 7.01 of this Facility Lease) annual rental payments,
in accordance with the Base Rental Payment Schedule attached hereto as Exhibit B and made a
part hereof. Base Rental Payments shall be calculated on an annual basis, for the twelve-month
periods commencing on August 15 and ending on August 14, except that the first Rental
Payment Period shall commence on the date of recordation of this Facility Lease or a
memorandum thereof in the office of the County Recorder of the County of Stanislaus, State of
California and shall end on August 14, 2007. Base Rental Payments for the two Rental Payment
Periods ending August 14, 2007 and August 14, 2008, respectively, shall be made in semi-annual
installments, on August 14, 2007, February 14, 2008 and August 14, 2008. Thereafter, Base
Rental Payments shall be made in twelve (12) monthly installments, payable on the fifteenth
(15th) day of each calendar month (each, together with the prior referenced semi-annual payment
dates a “Base Rental Payment Date”’). Base Rental Payments for each annual period shall be
based upon the Estimated Based Rental Payments as set forth in the Base Rental Payment
Schedule in Exhibit B, provided that in the event that the amount required by the Authority to
pay the principal of and interest on the Bonds and any Related Obligations varies from such Base
Rental Payment Schedule, the City shall be obligated to increase the payment in any Rental
Payment Period to an amount equal to the Maximum Annua Base Rental Payment payable in
such period as set forth in Exhibit B, plus any Deferred Rental as described in Section 3.04
below; and provided further that to the extent the Authority has received revenues available to
pay debt service on the Bonds and any amounts due with respect to the Related Obligations and
the Authority has deposited such revenues with the Trustee by the business day preceding the
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fifteenth (15th) day of any month in which a Base Rental Payment is due, the City shall receive a
credit to the extent of such revenues on the installment of the Base Rental Payment for said
month.

Each Base Rental Payment shall be for the use of the Leased Property for the twelve (12)
month period commencing on August 15 of the period in which such installments are payable.

For the purpose of calculating the amount of Base Rental Payments relating to additional
Series of Bonds and Related Obligations bearing interest at a variable rate, the Authority shall
assume an interest rate of twelve percent (12%) per annum or such lower rate as shall be agreed
to by the City and Authority and evidenced in a schedule attached hereto. If a Series of Bonds
are in the Fixed Rate Mode or are converted to the Fixed Rate Mode, the Base Rental Payments
may be made on a semiannual basis pursuant to a schedule prepared by the Authority and agreed
to by the City.

Each annual payment of Base Rental Payments (to be payable in installments as
aforesaid) shall be for the use of the Leased Property.

If the term of this Facility Lease shall have been extended pursuant to Section 2.02
hereof, Base Rental Payment installments shall continue to be due on the fifteenth (15th) day of
each calendar month in each year, and payable prior thereto as hereinabove described, continuing
to and including the date of termination of this Facility Lease. Upon such extension of this
Facility Lease, the City shall deliver to the Trustee a Certificate setting forth the extended rental
payment schedule, which schedule shall establish the Base Rental Payments at Maximum
Annual Base Rental Payment or such lesser amount sufficient to pay all unpaid principal and
interest on the Bonds and Related Obligations plus interest and to pay any Reserve Facility
Costs.

The City and the Authority hereby agree that on each day on which Base Rental
Payments are payable during the term of the lease of the Leased Property, there shall be applied
as a credit against the Base Rental Payments payable on such date for the Leased Property the
amounts by which such Base Rental Payments for the Leased Property when added to the funds
held pursuant to the Indenture (other than the Reserve Fund) and available to pay debt service on
the Bonds and any Related Obligations exceeds such payment obligations due and payable on or
before the fifteenth day of the immediately succeeding month.

Section 3.02. Additional Payments. The City shall also pay such amounts (herein called
the “Additional Payments”) as shall be required by the Authority for the payment of all costs and
expenses incurred by the Authority in connection with the execution, performance or
enforcement of this Facility Lease or any pledge of Base Rental Payments payable hereunder, the
Indenture, the Reserve Facility, its interest and the lease of the Leased Property to the City,
including but not limited to payment of al fees, costs and expenses and all administrative costs
of the Authority related to the Bonds, the Related Obligations, the Leased Property and the
Project, including, without limiting the generality of the foregoing, salaries and wages of
employees, al expenses, compensation and indemnification of the Trustee payable by the
Authority under the Indenture, fees of auditors, accountants, auction agents, broker-dealers or
attorneys, and fees and expenses payable to any bond insurer, and all other necessary
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administrative costs of the Authority or charges required to be paid by it in order to maintain its
existence or to comply with the terms of the Bonds or of the Indenture; but not including in
Additional Payments amounts required to pay the principal of or interest on the Bonds or the
portion of the Reserve Facility Costs related thereto or payments on Related Obligations or the
payment of any Regular Swap Payments or Extraordinary Swap Payments.

Such Additional Payments shall be billed to the City by the Authority or the Trustee from
time to time, together with a statement certifying that the amount billed has been paid by the
Authority or by the Trustee on behalf of the Authority, for one or more of the items above
described, or that such amount is then payable by the Authority or the Trustee for such items.
Amounts so billed shall be paid by the City to the billing party within 30 days after receipt of the
bill by the City. The City reserves the right to audit billings for Additional Payments although
exercise of such right shall in no way affect the duty of the City to make full and timely payment
for all Additional Payments.

The Authority has issued and may in the future issue bonds and has entered into and may
in the future enter into leases to finance facilities other than the Leased Property and the Project.
The administrative costs of the Authority shall be allocated among said facilities and the Leased
Property, as hereinafter in this paragraph provided. The fees of the Trustee under the Indenture,
and any other expenses directly attributable to the Leased Property shall be included in the
Additional Payments payable hereunder. The fees of any trustee or paying agent under any
indenture securing any additional Series of Bonds of the Authority, and any other expenses
directly attributable to any facilities other than the Leased Property, shall not be included in the
administrative costs of the Leased Property and shall not be paid from the Additional Payments
payable hereunder. Any expenses of the Authority not directly attributable to any particular
leased property or project of the Authority shall be equitably alocated among all such leased
property or projects, including the Project, in accordance with sound accounting practice. In the
event of any question or dispute as to such allocation, the written opinion of an independent firm
of certified public accountants, employed by the Authority to consider the question and render an
opinion thereon, shall be afinal and conclusive determination as to such alocation. The Trustee
may conclusively rely upon the Written Request of the Authority, with the approval of a duly
authorized representative of the City, endorsed thereon, in making any determination that costs
are payable as Additiona Payments hereunder, and shall not be required to make any
investigation as to whether or not the items so requested to be paid are expenses of operation of
the Leased Property.

Section 3.03. Fair Rental Value. The payment of up to the Maximum Annual Base
Rental Payments (as shown on Exhibit B) and Additional Payments, together with the lease
payments made under the 1998 Lease, for each rental period during the term of this Facility
Lease shall constitute the total rental for said rental period and shall be paid by the City in each
Rental Payment Period for and in consideration of the right of use and occupancy of, and
continued quiet use and enjoyment of, the Leased Property during each such period for which
said rental is to be paid. The parties hereto have agreed and determined that such total rental
payable for each Rental Payment Period represents the fair rental value of the Leased Property
for each such period. In making such determination, consideration has been given to the
appraised value of the Leased Property, costs of acquisition, demolition, site preparation, design,
construction and financing of the Leased Property, other obligations of the parties under this
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Facility Lease, the uses and purposes which may be served by the Leased Property and the
benefits therefrom which will accrue to the City and the general public.

Section 3.04. Payment Provisions; Deferred Rental. At the request of the City, the
Authority is issuing the Series 2007 Bonds as variable rate bonds, and entering into an interest
rate swap transaction in an effort to provide a lower cost to the City for the lease of the Leased
Property. It is contemplated by the parties hereto that the amount of Base Rental Payments to be
payable by the City to the Authority during each Rental Payment Period will be equal to the
Estimated Base Rental Payments shown in Exhibit B. In the event that the amount needed in
such Rental Payment Period by the Authority to pay the principal of and interest on the Bonds
and any Related Obligations is more than the Estimated Base Rental Payments for such Rental
Payment Period, the City will be obligated to pay up to the Maximum Annual Base Rental
Payment for such Rental Payment Period. Further, the City agrees that if in any year the
Maximum Annual Base Rental Payment exceeds the amount needed by the Authority to pay the
principal of and interest on the Bonds and any Related Obligations coming due on or before
September 1 following the end of such Rental Payment Period, the excess amount may be
deferred by the Authority, at its sole option, on such terms and conditions as it shall determine
are necessary to protect the interests of the owners of the Bonds and the Providers of any Related
Obligations, and thereupon such excess amount (the “Deferred Rental”) need not be paid by the
City to the Authority at that time, but instead shall be deferred until such subsequent time as the
Authority shall have need for such payment; provided that the Deferred Rental shall not cause
the Maximum Annual Base Rental Payment in any Rental Payment Period to exceed 150% of
the Estimated Base Rental Payment for such Rental Payment Period as shown in Exhibit B.

Each installment of Base Rental Payments and Additional Payments payable hereunder
shall be paid in lawful money of the United States of America to or upon the order of the
Authority at the corporate trust office of the Trustee, or such other place as the Authority shall
designate. Any such installment of rental accruing hereunder which shall not be paid when due
and payable under the terms of this Facility Lease shall bear interest at the rate of twelve percent
(12%) per annum, or such lesser rate of interest as may be permitted by law, from the date when
the same is due hereunder until the same shall be paid. Notwithstanding any dispute between the
Authority and the City, the City shall make all Base Rental Payments and Additional Payments
when due without deduction or offset of any kind and shall not withhold any Base Rental
Payments or Additional Payments pending the final resolution of such dispute. In the event of a
determination that the City was not liable for said Base Rental Payments or Additional Payments
or any portion thereof, said payments or excess of payments, as the case may be, shall be
credited against subsequent Base Rental Payments or Additional Payments due hereunder or
refunded at the time of such determination. Amounts required to be deposited by the City with
the Trustee pursuant to this Section on any date shall be reduced to the extent of amounts on
deposit in the Revenue Fund and available therefor.

All payments received shall be applied first to the Base Rental Payments due hereunder
and thereafter to all Additional Payments due hereunder, but no such application of any
payments which are less than the total rental due and owing shall be deemed a waiver of any
default hereunder.
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Nothing contained in this Facility Lease shall prevent the City from making from time to
time contributions or advances to the Authority for any purpose now or hereafter authorized by
law, including the making of repairs to, or the restoration of, the Leased Property in the event of
damage to or the destruction of the L eased Property.

Section 3.05. Appropriations Covenant. The City covenants to take such action as may
be necessary to include al Estimated Base Rental Payments and Additional Payments due
hereunder and al lease payments and additional payments under the 1998 Lease in its annual
budgets, and to make necessary annual appropriations for such payments, and for such additional
amounts as required below. The City will deliver to the Authority and the Trustee within ninety
(90) days of adoption of the City budget copies of the portion of each annual City budget relating
to the payment of Estimated Base Rental Payments and Additional Payments hereunder and
lease payments and additional payment under the 1998 Lease as so calculated. If in any fiscal
year, the amount initially budgeted is insufficient to pay actual Debt Service on the Series 2007
Bonds and payments with respect to Related Obligations, the City shall, by supplemental budget
in such fiscal year, appropriate and pay such additiona amounts until the total amount
appropriated for Base Rental Payments equals Maximum Annual Base Rental Payments for such
year as provided in Exhibit B. The covenants on the part of the City herein contained shall be
deemed to be and shall be construed to be duties imposed by law and it shall be the duty of each
and every public official of the City to take such action and do such things as are required by law
in the performance of the officia duty of such officias to enable the City to carry out and
perform the covenants and agreements in this Facility Lease agreed to be carried out and
performed by the City.

The Authority and the City understand and intend that the obligation of the City to pay
Base Rental Payments and Additional Payments hereunder shall constitute a current expense of
the City and shall not in any way be construed to be a debt of the City in contravention of any
applicable constitutional or statutory limitation or requirement concerning the creation of
indebtedness by the City, nor shall anything contained herein constitute a pledge of the general
tax revenues, funds or moneys of the City. Base Rental Payments and Additional Payments due
hereunder shall be payable only from current funds which are budgeted and appropriated or
otherwise legally available for the purpose of paying Base Renta Payments and Additional
Payments or other payments due hereunder as consideration for use of the Leased Property. This
Facility Lease shall not create an immediate indebtedness for any aggregate payments which
may become due hereunder in the event that the term of this Facility Lease is continued. The
City has not pledged the full faith and credit of the City, the State of California or any agency or
department thereof to the payment of the Base Rental Payments and Additional Payments or any
other payments due hereunder.

Section 3.06. Rental Abatement. The Base Rental Payments and Additional Payments
shall be abated proportionately during any period in which by reason of any damage or
destruction (other than by condemnation, which is hereinafter provided for, or planned
demolition as part of the Project) there is substantial interference with the use and occupancy of
the Leased Property by the City, in the proportion in which the initial cost of that portion of the
Leased Property rendered unusable bears to the initial cost of the whole of the Leased Property.
Such abatement shall continue for the period commencing with such damage or destruction and
ending with the substantial completion of the work of repair or reconstruction. In the event of
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any such damage or destruction, this Facility Lease shall continue in full force and effect and the
City waives the benefits of California Civil Code Section 1932(2) and 1933(4) and of Title 11 of
the United States Code, Section 365(h) and any and all other rights to terminate this Facility
Lease by virtue of any such damage or destruction.

Notwithstanding the foregoing, such abatement shall not result to the extent of moneys
held by the Trustee under the Indenture (including, particularly, without limitation, the Reserve
Fund, Principal Account and Interest Account), or to the extent such Base Rental Payments are
made from proceeds of insurance and rental interruption insurance as provided in Section 5.01
and 5.03 herein.

Section 3.07. Use of Proceeds. The parties hereto agree that the proceeds of the Series
2007 Bonds, together with amounts provided with respect to the Prior Bonds, will be used to
finance the 2007 Project, to establish the Reserve Fund with respect to the Series 2007 Bonds,
and to pay the costs of issuing the Series 2007 Bonds and incidental and related expenses. The
City agrees to act as agent of the Authority and use the proceeds to implement the 2007 Project
with due diligence.

ARTICLE IV

MAINTENANCE; ALTERATIONS AND ADDITIONS

Section 4.01. Maintenance and Utilities. During such time as the City isin possession of
the Leased Property, all maintenance and repair, both ordinary and extraordinary, of the Leased
Property shall be the responsibility of the City, which shall at all times maintain or otherwise
arrange for the maintenance of the Leased Property in first class condition, and the City shall pay
for or otherwise arrange for the payment of all utility services supplied to the Leased Property,
and shall pay for or otherwise arrange for payment of the cost of the repair and replacement of
the Leased Property resulting from ordinary wear and tear or want of care on the part of the City
or any assignee or sublessee thereof or any other cause and shall pay for or otherwise arrange for
the payment of all insurance policies required to be maintained with respect to the Leased
Property. In exchange for the rental herein provided, the Authority agrees to provide only the
L eased Property.

Section 4.02. Changes to the Leased Property. Subject to Section 8.02 hereof and the
provisions of the 1998 Lease, the City, at its own expense, shall have the right to remodel the
Leased Property or to make additions, modifications and improvements to the Leased Property.
All such additions, modifications and improvements shall thereafter comprise part of the Leased
Property and be subject to the provisions of this Facility Lease. Such additions, modifications
and improvements shall not damage the Leased Property or cause them to be used for purposes
other than those authorized under the provisions of state and federa law; and the Leased
Property, upon completion of any additions, modifications and improvements made pursuant to
this Section, shall be of a value which is at least equal to the value of the Leased Property
immediately prior to the making of such additions, modifications and improvements.

Section 4.03. Installation of City’s Equipment. The City and any sublessee may at any
time and from time to time, in its sole discretion and at its own expense, install or permit to be
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installed other items of equipment or other personal property in or upon the Leased Property. All
such items shall remain the sole property of such party, in which neither the Authority nor the
Trustee shall have any interest, and may be modified or removed by such party at any time
provided that such party shall repair and restore any and all damage to the Leased Property
resulting from the installation, modification or remova of any such items. Nothing in this
Facility Lease shall prevent the City from purchasing items to be installed pursuant to this
Section under a conditional sale or lease purchase contract, or subject to a vendor’s lien or
security agreement as security for the unpaid portion of the purchase price thereof, provided that
no such lien or security interest shall attach to any part of the Leased Property.

ARTICLEV

INSURANCE

Section 5.01. Fire and Extended Coverage Insurance. The City shall procure or cause to
be procured and maintain or cause to be maintained, throughout the term of this Facility Lease,
insurance against loss or damage to any structures constituting any part of the Leased Property
by fire and lightning, with extended coverage insurance, vandalism and malicious mischief
insurance and sprinkler system leakage insurance. Said extended coverage insurance shall, as
nearly as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, vehicle
damage, smoke and such other hazards as are normally covered by such insurance. Such
insurance shall be in an amount equal to the replacement cost (without deduction for
depreciation) of al structures constituting any part of the Leased Property, excluding the cost of
excavations, of grading and filling, and of the land (except that such insurance may be subject to
deductible clauses for any one loss of not to exceed $500,000 or comparable amount adjusted for
inflation), or, in the aternative, shall be in an amount and in a form sufficient (together with
moneys held under the Indenture), in the event of total or partial loss, to enable all outstanding
Bonds to be redeemed.

In the event of any damage to or destruction of any part of the Leased Property, caused
by the perils covered by such insurance, the Authority, except as hereinafter provided, and
subject to the terms of the 1998 Lease and the 1998 Indenture, shall cause the proceeds of such
insurance to be utilized for the repair, reconstruction or replacement of the damaged or destroyed
portion of the Leased Property, and the Trustee shall hold said proceeds separate and apart from
all other funds, in a specia fund to be designated the “Insurance and Condemnation Fund,” to the
end that such proceeds shall be applied to the repair, reconstruction or replacement of the Leased
Property to at least the same good order, repair and condition as they were in prior to the damage
or destruction, insofar as the same may be accomplished by the use of said proceeds. The Trustee
shall permit withdrawals of said proceeds from time to time upon receiving the Written Request
of the Authority, stating that the Authority has expended moneys or incurred liabilities in an
amount equal to the amount therein requested to be paid over to it for the purpose of repair,
reconstruction or replacement, and specifying the items for which such moneys were expended,
or such liabilities were incurred. Any balance of said proceeds not required for such repair,
reconstruction or replacement shall be treated by the Trustee as Base Rental Payments and
applied in the manner provided by Section 5.02 of the Indenture. Alternatively, the Authority, at
its option, with the written consent of the City, and if the proceeds of such insurance together
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with any other moneys then available for the purpose are at least sufficient to redeem an
aggregate principal amount of outstanding Bonds, equal to the amount of Base Rental Payment
attributable to the portion of the Leased Property so destroyed or damaged (determined by
reference to the proportion which the cost of such portion of the Leased Property bears to the
cost of the Leased Property), may elect not to repair, reconstruct or replace the damaged or
destroyed portion of the Leased Property and thereupon shall cause said proceeds to be used for
the redemption of outstanding Bonds pursuant to Section 4.01 of the Indenture.

As an alternative to providing the insurance required by the first paragraph of this
Section, or any portion thereof, the City may provide a self insurance method or plan of
protection if and to the extent such self insurance method or plan of protection shall afford
reasonable coverage for the risks required to be insured againgt, in light of all circumstances,
giving consideration to cost, availability and similar plans or methods of protection adopted by
public entities in the State of California other than the City. So long as such method or plan is
being provided to satisfy the requirements of this Facility Lease, there shall be filed annually
with the Trustee a statement of an actuary, insurance consultant or other qualified person (which
may be the Risk Manager of the City), stating that, in the opinion of the signer, the substitute
method or plan of protection is in accordance with the requirements of this Section and, when
effective, would afford reasonable coverage for the risks required to be insured against. There
shall also be filed a Certificate of the City setting forth the details of such substitute method or
plan. In the event of loss covered by any such self insurance method, the liability of the City
hereunder shall be limited to the amounts in the self insurance reserve fund or funds created
under such method.

Any insurance required by this Section 5.01, to the extent permitted, shall not be a
duplication of the insurance maintained under the 1998 L ease.

Section 5.02. Liability Insurance. Except as hereinafter provided, the City shall procure
or cause to be procured and maintain or cause to be maintained, throughout the term of this
Facility Lease, a standard comprehensive general liability insurance policy or policies in
protection of the Authority and the City and their respective members, directors, officers, agents
and employees, and the Trustee, indemnifying said parties against all direct or contingent loss or
liability for damages for personal injury, death or property damage occasioned by reason of the
operation of the Leased Property, with minimum liability limits of $1,000,000 for personal injury
or death of each person and $3,000,000 for personal injury or deaths of two or more persons in
each accident or event, and in a minimum amount of $500,000 for damage to property resulting
from each accident or event. Such public liability and property damage insurance may, however,
be in the form of asingle limit policy in the amount of $3,000,000 covering al such risks. Such
liability insurance may be maintained as part of or in conjunction with any other liability
insurance carried by the City.

As an dternative to providing the insurance required by the first paragraph of this
Section, or any portion thereof, the City may provide a self insurance method or plan of
protection if and to the extent such self insurance method or plan of protection shall afford
reasonable protection to the Authority and the City and their respective members, directors,
officers, agents and employees, and the Trustee, in light of al circumstances, giving
consideration to cost, availability and similar plans or methods of protection adopted by public
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entities in the State of California other than the City. So long as such method or plan is being
provided to satisfy the requirements of this Facility Lease, there shall be filed annually with the
Trustee a statement of an actuary, independent insurance consultant or other qualified person
(which may be the Risk Manager of the City), stating that, in the opinion of the signer, the
substitute method or plan of protection is in accordance with the requirements of this Section
and, when effective, would afford reasonable protection to the Authority and the City and their
respective members, directors, officers, agents and employees, and the Trustee against loss and
damage from the hazards and risks covered thereby. There shall also be filed a Certificate of the
City setting forth the details of such substitute method or plan.

Any insurance required by this Section 5.02, to the extent permitted, shall not be a
duplication of the insurance maintained under the 1998 L ease.

Section 5.03. Rental Interruption or Use and Occupancy Insurance. The City shall
procure or cause to be procured and maintain or cause to be maintained, rental interruption or use
and occupancy insurance to cover loss, total or partial, of the rental income from or the use of the
Leased Property as the result of any of the hazards covered by the insurance required by
Section 5.01 hereof, in an amount sufficient to pay the part of the total rent hereunder attributable
to the portion of the Leased Property rendered unusable (determined by reference to the
proportion which the cost of such portion bears to the cost of the Leased Property) for a period of
at least two years, except that such insurance may be subject to a deductible clause of not to
exceed two hundred fifty thousand dollars ($250,000) or a comparable amount adjusted for
inflation. Any proceeds of such insurance shall be used by the Trustee to reimburse to the City
any rental theretofore paid by the City under this Facility Lease attributable to such structure for
a period of time during which the payment of rental under this Facility Lease is abated, and any
proceeds of such insurance not so used shall be applied as provided in Section 3.01 (to the extent
required for the payment of Base Rental Payments) and in Section 3.02 (to the extent required
for the payment of Additional Payments) and any remainder shall be treated as Revenue under
the Indenture.

Section 5.04. Worker's Compensation. The City shall also maintain worker's
compensation insurance issued by a responsible carrier authorized under the laws of the State of
California to insure its employees against liability for compensation under the Worker's
Compensation Insurance and Safety Act now in force in California, or any act hereafter enacted
as an amendment or supplement thereto. As an alternative, such insurance may be maintained as
part of or in conjunction with any other insurance carried by the City. Such insurance may be
maintained by the City in the form of self-insurance.

Section 5.05. Title Insurance. The City shall obtain, for the benefit of the Authority and
the Trustee, upon the execution and delivery of this Facility Lease, title insurance on the Leased
Property in an amount not less than $61,430,000, subject only to Permitted Encumbrances. Any
title insurance held under the 1998 Lease shal satisfy, on a dollar to dollar basis, the
requirements of this Section 5.05, so long as the Trustee is named as an additional insured, it
being understood that the rights of the Trustee shall be subject to the prior rights of the 1998
Trustee.
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Section 5.06. Insurance Proceeds; Form of Policies. All policies of insurance required
by Sections 5.01 and 5.03 hereof shall name the City, the Authority and the Trustee as insured
and shall contain alender’s loss payable endorsement in favor of the Trustee. Any such policies
may also name the 1998 Trustee as an insured if the policies are intended to satisfy both the
requirements of this Facility Lease and the 1998 Lease. The Trustee shal, to the extent
practicable, collect, adjust and receive all moneys which may become due and payable under any
such policies, may compromise any and all claims thereunder and shall apply the proceeds of
such insurance as provided in Sections 5.01 and 5.03. All policies of insurance required by this
Facility Lease shall provide that the Trustee shall be given thirty (30) days notice of each
expiration thereof or any intended cancellation thereof or reduction of the coverage provided
thereby. The Trustee shall not be responsible for the sufficiency of any insurance herein required
and shall be fully protected in accepting payment on account of such insurance or any
adjustment, compromise or settlement of any loss agreed to by the City. The City shall pay when
due the premiums for all insurance policies required by this Facility Lease, and shall promptly
furnish evidence of such payments to the Authority.

The City shall deliver to the Authority and the Trustee on an annual basis a written
Certificate of an officer of the City stating whether such policies satisfy the requirements of this
Facility Lease, setting forth the insurance policies then in force pursuant to this Article, the
names of the insurers which have issued the policies, the amounts thereof and the property and
risks covered thereby, and, if any self-insurance program is being provided, the annual report of
an actuary, independent insurance consultant or other qualified person containing the information
required for such self-insurance program and described in Sections 5.01, 5.02 and 5.04. Delivery
to the Trustee of the certificate, under the provisions of this Section shal not confer
responsibility upon the Trustee as to the sufficiency of coverage or amounts of such policies. If
so requested in writing by the Trustee, the City shall also deliver to the Trustee certificates or
duplicate originals or certified copies of each insurance policy described in such schedule.

ARTICLE VI

DEFAULTS AND REMEDIES

Section 6.01. Defaults and Remedies.

@ If the City shall fail to pay any Base Rental Payments or Additional Payments
payable hereunder when the same becomes due, time being expressly declared to be of the
essence of this Facility Lease, or the City shall fail to keep, observe or perform any other term,
covenant or condition contained herein to be kept or performed by the City for a period of sixty
(60) days after notice of the same has been given to the City by the Authority or the Trustee or
for such additional time as is reasonably required, in the sole discretion of the Authority, to
correct the same, or upon the happening of any of the events specified in subsection (b) of this
Section (any such case above being an “Event of Default”), the City shall be deemed to be in
default hereunder and it shall be lawful for the Authority to exercise any and all remedies
available pursuant to law or granted pursuant to this Facility Lease. Upon any such default, the
Authority, in addition to all other rights and remedies it may have at law, shall have the option,
without terminating this Facility Lease, but subject to the terms of the 1998 Lease (i) to collect
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each installment of rent as it becomes due and enforce any other terms or provision hereof to be
kept or performed by the City, regardless of whether or not the City has abandoned the Leased
Property, or (ii) to exercise any and all rights of entry and re-entry upon the Leased Property. So
long as this Facility Lease is not terminated the City shall remain liable and agrees to keep or
perform all covenants and conditions herein contained to be kept or performed by the City and, if
the Leased Property is not re-let, to pay the full amount of the rent to the end of the term of this
Facility Lease or, in the event that the Leased Property isre-let, to pay any deficiency in rent that
results therefrom; and further agrees to pay said rent and/or rent deficiency punctually at the
same time and in the same manner as hereinabove provided for the payment of rent hereunder
(without acceleration), notwithstanding the fact that the Authority may have received in previous
years or may receive thereafter in subsequent years rental in excess of the rental herein specified,
and notwithstanding any entry or re-entry by the Authority or suit in unlawful detainer, or
otherwise, brought by the Authority for the purpose of effecting such entry or re-entry or
obtaining possession of the Leased Property. Should the Authority elect to enter or re-enter as
herein provided, the City hereby irrevocably appoints the Authority as the agent and attorney-in-
fact of the City to re-let the Leased Property, or any part thereof, from time to time, either in the
Authority’s name or otherwise, upon such terms and conditions and for such use and period as
the Authority may deem advisable, and to remove all persons in possession thereof and all
persona property whatsoever situated upon the Leased Property and to place such personal
property in storage in any warehouse or other suitable place located in the City of Modesto,
California, for (to the extent permitted by law) the account of and at the expense of the City, and
the City (to the extent permitted by law) hereby exempts and agrees to save harmless the
Authority from any costs, loss or damage whatsoever arising out of, in connection with, or
incident to any such re-entry upon and re-letting of the Leased Property and removal and storage
of such property by the Authority or its duly authorized agents in accordance with the provisions
herein contained. The City agrees that the terms of this Facility Lease constitute full and
sufficient notice of the right of the Authority to re-let the Leased Property and to do al other acts
to maintain or preserve the Leased Property as the Authority deems necessary or desirable in the
event of such re-entry without effecting a surrender of this Facility Lease, and further agrees that
no acts of the Authority in effecting such re-letting shall constitute a surrender or termination of
this Facility Lease irrespective of the use or the term for which such re-letting is made or the
terms and conditions of such re-letting, or otherwise. The City further waives the right to any
rental obtained by the Authority in excess of the rental herein specified and hereby conveys and
releases such excess to the Authority as compensation to the Authority for its services in re-
letting the Leased Property or any part thereof. The City further agrees to the extent permitted by
law to pay the Authority the reasonable cost of any aterations or additions to the Leased
Property necessary to place the Leased Property in condition for re-letting immediately upon
notice to the City of the completion and installation of such additions or alterations.

The City hereby waives any and all claims for damages caused or which may be caused
by the Authority in re-entering and taking possession of the Leased Property as herein provided
and all claims for damages that may result from the destruction of or injury to the Leased
Property and al claims for damages to or loss of any property belonging to the City, or any other
person, that may be in or upon the Leased Property.

(b) If (1) the City’s interest in this Facility Lease or any part thereof is assigned or
transferred, either voluntarily or by operation of law or otherwise, without the written consent of
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the Authority, as hereinafter provided for, or (2) the City or any assignee shall file any petition or
ingtitute any proceeding under any act or acts, state or federal, dealing with or relating to the
subject or subjects of bankruptcy or insolvency, or under any amendment of such act or acts,
either as a bankrupt or as an insolvent, or as a debtor, or in any similar capacity, wherein or
whereby the City asks or seeks or prays to be adjudicated a bankrupt, or is to be discharged from
any or al of the City’s debts or obligations, or offers to the City’s creditors to effect a
composition or extension of time to pay the City’s debts or asks, seeks or prays for
reorganization or to effect a plan of reorganization, or for a readjustment of the City’s debts, or
for any other similar relief, or if any such petition or any such proceedings of the same or similar
kind or character be filed or be instituted or taken against the City, or if areceiver of the business
or of the property or assets of the City shall be appointed by any court, except a receiver
appointed at the instance or request of the Authority, or if the City shall make a general or any
assignment for the benefit of the City’s creditors, or if (3) the City shall abandon or vacate the
L eased Property, then the City shall be deemed to be in default hereunder.

(c) The Authority shall in no event be in default in the performance of any of its
obligations hereunder or imposed by any statute or rule of law unless and until the Authority
shall have failed to perform such obligations within sixty (60) days or such additional time asis
reasonably required to correct any such default after notice by the City to the Authority properly
specifying wherein the Authority has failed to perform any such obligation. In the event of
default by the Authority, the City shall be entitled to pursue any remedy provided by law.

(d) In addition to the other remedies set forth in this Section, upon the occurrence of
an event of default as described in this Section, the Authority shall be entitled to proceed to
protect and enforce the rights vested in the Authority by this Facility Lease or by law. The
provisions of this Facility Lease and the duties of the City and of its trustees, officers or
employees shall be enforceable by the Authority by mandamus or other appropriate suit, action
or proceeding in any court of competent jurisdiction. Without limiting the generality of the
foregoing, the Authority shall have the right to bring the following actions:

Q) Accounting. By action or suit in equity to require the City and its trustees,
officers and employees and its assigns to account as the trustee of an express trust.

2 Injunction. By action or suit in equity to enjoin any acts or things which
may be unlawful or in violation of the rights of the Authority.

3 Mandamus. By mandamus or other suit, action or proceeding at law or in
equity to enforce the Authority’s rights against the City (and its board, officers and
employees) and to compel the City to perform and carry out its duties and obligations
under the law and its covenants and agreements with the City as provided herein.

The exercise of any rights or remedies under this Facility Lease shall not permit
acceleration of Base Rental Payments.

Each and all of the remedies given to the Authority hereunder or by any law now or
hereafter enacted are cumulative and the single or partial exercise of any right, power or
privilege hereunder shall not impair the right of the Authority to other or further exercise thereof
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or the exercise of any or all other rights, powers or privileges. The term “re-let” or “re-letting” as
used in this Section shall include, but not be limited to, re-letting by means of the operation by
the Authority of the Leased Property. If any statute or rule of law validly shall limit the remedies
given to the Authority hereunder, the Authority nevertheless shall be entitled to whatever
remedies are allowable under any statute or rule of law.

In the event the Authority shall prevail in any action brought to enforce any of the terms
and provisions of this Facility Lease, the City agrees to pay a reasonable amount as and for
attorney’s fees incurred by the Authority in attempting to enforce any of the remedies available
to the Authority hereunder, whether or not a lawsuit has been filed and whether or not any
lawsuit culminates in a judgment.

Section 6.02. Waiver. Failure of the Authority to take action on any default on the part
of the City shall not be, or be construed as, a waiver thereof, nor shall any custom or practice
which may grow up between the parties in the course of administering this instrument be
construed to waive or to lessen the right of the Authority to insist upon performance by the City
of any term, covenant or condition hereof, or to exercise any rights given the Authority on
account of such default. A waiver of a particular default shall not be deemed to be a waiver of
the same or any subsequent default. The acceptance of rent hereunder shall not be, or be
construed to be, awaiver of any term, covenant or condition of this Facility Lease.

ARTICLE VII

EMINENT DOMAIN; PREPAYMENT

Section 7.01. Eminent Domain. If the whole of the Leased Property or so much thereof
as to render the remainder unusable for the purposes for which it was used by the City shall be
taken under the power of eminent domain, the term of this Facility Lease shall cease as of the
day that possession shall be so taken. If less than the whole of the Leased Property shall be taken
under the power of eminent domain and the remainder of the Leased Units is usable for the
purposes for which it was used by the City at the time of such taking, then this Facility Lease
shall continue in full force and effect as to such remainder, and the parties waive the benefits of
any law to the contrary, and in such event there shall be a partial abatement of the Base Rental
Payments due hereunder in an amount equivalent to the amount by which the annual payments of
principal and interest on the Outstanding Bonds will be reduced by the application of the award
in eminent domain to the redemption of outstanding Bonds. So long as any of the Bonds shall be
outstanding, any award made in eminent domain proceedings for taking the Leased Property or
any of the Leased Units thereof shall be paid to the Trustee and applied to the prepayment of the
Base Rental Payments as provided in Section 7.02, but subject to the terms of the 1998 L ease.
Any such award made after al of the Base Rental Payments and Additional Payments have been
fully paid, or provision therefor made, shall be paid to the to the City.

Section 7.02. Prepayment.

@ Subject to the terms of the 1998 Lease, the City shall prepay on any date from
insurance (including proceeds of title insurance) and eminent domain proceeds, to the extent
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provided in Sections 5.01 and 7.01 hereof (provided, however, that in the event of partial damage
to or destruction of the Leased Property caused by perils covered by insurance, if in the judgment
of the Authority the insurance proceeds are sufficient to repair, reconstruct or replace the
damaged or destroyed Leased Unit of the Leased Property, such proceeds shall be held by the
Trustee and used to repair, reconstruct or replace the damaged or destroyed Leased Unit of the
Leased Property, pursuant to the procedure set forth in Section 5.01 for proceeds of insurance),
al or any part of Base Rental Payments then unpaid so that the aggregate annual amounts of
Base Rental Payments which shall be payable after such prepayment date shall be as nearly
proportional as practicable to the aggregate annual amounts of Base Rental Payments unpaid
prior to the prepayment date (taking into account the reduction in Base Rental Payments
allocable to future interest on the Bonds that are redeemed), at a prepayment amount equal to the
redemption payment of the maximum amount of Bonds, including the principal thereof and the
interest thereon to the date of redemption, plus any applicable premium redeemable from such
proceeds.

(b) The City may prepay, from any source of available funds, all or any portion of
Base Rental Payments by depositing with the Trustee moneys or securities as provided in
Article X of the Indenture sufficient to defease or redeem all or a portion of a Series of Bonds
corresponding to such Base Rental Payments when due; provided that the City furnishes the
Trustee with an Opinion of Counsel that such deposit will not cause interest on such Series of
Bonds to be includable in gross income for federal income tax purposes. The City agrees that if
following such prepayment the Leased Property are damaged or destroyed or taken by eminent
domain, it is not entitled to, and by such prepayment waives the right of, abatement of such
prepaid Base Rental Payments and shall not be entitled to any reimbursement of such Base
Rental Payments.

(c) Before making any prepayment pursuant to this Section, the City shall, within five
(5) days following the event creating such right or obligation to prepay, give written notice to the
Authority and the Trustee describing such event and specifying the date on which the
prepayment will be made, which date shall be not less than forty-five (45) days from the date
such notice is given.

(d) When (1) there shall have been deposited with the Trustee at or prior to the due
dates of the Base Rental Payments or the date when the City may exercise its option to purchase
the Leased Property or any of the Leased Unit thereof, in trust for the benefit of the Owners of
the Bonds and irrevocably appropriated and set aside to the payment of the Base Rental
Payments or option price, sufficient moneys and Permitted Investments described in
subsection (1) of the definition thereof in the Indenture, not redeemable prior to maturity, the
principal of and interest on which when due will provide money sufficient to pay all principal,
premium, if any, and interest on the Bonds to the due date of the Bonds or date when the City
may exercise its option to purchase the Leased Property, as the case may be; (2) al requirements
of Section 10.01 of the Indenture have been satisfied; and (3) an agreement shall have been
entered into with the Trustee for the payment of its fees and expenses so long as any of the
Bonds shall remain unpaid, then and in that event the right, title and interest of the Authority
herein and the obligations of the City hereunder shall thereupon cease, terminate, become void
and be completely discharged and satisfied (except for the right of the Authority and the
obligation of the City to have such moneys and such Permitted Investments applied to the
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payment of the Base Rental Payments or option price) and the Authority’s interest in and title to
the Project or applicable portion or item thereof shall be transferred and conveyed to the City. In
such event, the Authority shall cause an accounting for such period or periods as may be
requested by the City to be prepared and filed with the Authority and evidence such discharge
and satisfaction, and the Authority shall pay over to the City as an overpayment of Base Rental
Payments all such moneys or Permitted Investments held by it pursuant hereto other than such
moneys and such Permitted Investments as are required for the payment or prepayment of the
Base Rental Payments or the option price and the fees and expenses of the Trustee, which
moneys and Permitted Investments shall continue to be held by the Trustee in trust for the
payment of Base Rental Payments or the option price and the fees and expenses of the Trustee,
and shall be applied by the Authority to the payment of the Base Rental Payments or the option
price and the fees and expenses of the Trustee.

ARTICLE VI

COVENANTS

Section 8.01. Right of Entry. The Authority and its assignees shall have the right to
enter upon and to examine and inspect the Leased Property during reasonable business hours
(and in emergencies at al times) (a) to inspect the same, (b) for any purpose connected with the
Authority’s or the City’s rights or obligations under this Facility Lease, and (c) for all other
lawful purposes.

Section 8.02. Liens. In the event the City shall at any time during the term of this
Facility Lease cause any changes, alterations, additions, improvements, or other work to be done
or performed or materials to be supplied, in or upon the Leased Property, the City shall pay,
when due, all sums of money that may become due for, or purporting to be for, any labor,
services, materials, supplies or equipment furnished or alleged to have been furnished to or for
the City in, upon or about the Leased Property and shall keep the Leased Property free of any
and all mechanics' or materialmen’s liens or other liens against the Leased Property or the
Authority’s interest therein. In the event any such lien attaches to or is filed against the Leased
Property or the Authority’s interest therein, the City shall cause each such lien to be fully
discharged and released at the time the performance of any obligation secured by any such lien
matures or becomes due, except that if the City desires to contest any such lien it may do so in
good faith. If any such lien shall be reduced to final judgment and such judgment or such
process as may be issued for the enforcement thereof is not promptly stayed, or if so stayed and
said stay thereafter expires, the City shall forthwith pay and discharge said judgment. The City
agrees to and shall, to the maximum extent permitted by law, indemnify and hold the Authority
and the Trustee and their respective members, directors, agents, successors and assigns, harmless
from and against, and defend each of them against, any claim, demand, loss, damage, liability or
expense (including attorney’ s fees) as aresult of any such lien or claim of lien against the Leased
Property or the Authority’ sinterest therein.

Section 8.03. Quiet Enjoyment. The parties hereto mutually covenant that the City, by
keeping and performing the covenants and agreements herein contained and not in default
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hereunder, shall at all times during the term of this Facility Lease peaceably and quietly have,
hold and enjoy the Leased Property without suit, trouble or hindrance from the Authority.

Section 8.04. Authority Not Liable. The Authority and its members, directors, officers,
agents and employees shall not be liable to the City or to any other party whomsoever for any
death, injury or damage that may result to any person or property by or from any cause
whatsoever in, on or about the Leased Property. The City, to the extent permitted by law, shall
indemnify and hold the Authority and its members, directors, officers, agents and employees,
harmless from, and defend each of them against, any and all claims, liens and judgments arising
from the construction or operation of the Leased Property, including, without limitation, death of
or injury to any person or damage to property whatsoever occurring in, on or about the Leased
Property regardless of responsibility for negligence, but excepting the active negligence of the
person or entity seeking indemnity.

Section 8.05. Assignment and Subleasing. Neither this Facility Lease nor any interest of
the City hereunder shall be mortgaged, pledged, assigned, sublet or transferred by the City by
voluntary act or by operation of law or otherwise, except with the prior written consent of the
Authority, which, in the case of subletting, shall not be unreasonably withheld; provided such
subletting shall not affect the tax-exempt status of the interest on the Bonds. No such mortgage,
pledge, assignment, sublease or transfer shall in any event affect or reduce the obligation of the
City to make the Base Rental Payments and Additional Payments required hereunder.

Section 8.06. Title to Leased Property; No Merger of Interests. During the term of this
Facility Lease, the Authority shall hold a leasehold estate to the Leased Property and any and all
additions which comprise fixtures, repairs, replacement or modifications thereof, except for those
fixtures, repairs, replacements or modifications which are added thereto by the City and which
may be removed without damaging the Leased Property, and except for any items added to the
Leased Property by the City pursuant to Section 4.02 hereof. This provision shall not operate to
the benefit of any insurance company if there is a rental interruption covered by insurance
pursuant to Section 5.03 hereof.

The leasing by the Authority to the City of the Leased Property pursuant to the 1998
Lease, the leasing by the City to the Authority of the Leased Property pursuant to the Sublease
and the leasing by the Authority to the City of such Leased Property pursuant hereto shall not
effect or result in a merger of the City’s leasehold estate pursuant to this Facility Lease, and the
Authority shall continue to have and hold a leasehold estate in the Leased Property pursuant to
the Sublease throughout the term thereof. As to the Leased Property, this Facility Lease shall be
deemed and constitute a sub-sublease.

Section 8.07. Tax Covenants. The City and the Authority will not make any use of the
proceeds of the obligations provided herein or any other funds of the City or the Authority which
will cause such obligations to be “arbitrage bonds’ subject to federal income taxation by reason
of Section 148 of the Code. The City and the Authority will not make any use of the proceeds of
the obligations provided herein or any other funds of the City or the Authority which will cause
such obligations to be “federally guaranteed” and subject to inclusion in gross income for federal
income tax purposes by reason of Section 149(b) of the Code. To that end, so long as any rental
payments are unpaid, the City and the Authority, with respect to such proceeds and such other
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funds, will comply with al requirements of such Sections 148 and 149(b) and all regulations of
the United States Department of the Treasury issued thereunder to the extent that such
requirements are, at the time, applicable and in effect.

The City further covenants that it will not use or permit the use of the facilities financed
or refinanced by the proceeds of the Bonds by any person not an “exempt person” within the
meaning of Section 141(a) of the Code or by an “exempt person” (including the City) in an
“unrelated trade or business,” in such manner or to such extent as would result in the inclusion of
interest received hereunder in gross income for federal income tax purposes under Section 103 of
the Code.

If at any time the City is of the opinion that for purposes of this Section it is necessary to
restrict or limit the yield on or change in any way the investment of any moneys held by the
Trustee or the City or the Authority under this Facility Lease or the Indenture, the City shall so
instruct the Trustee or the appropriate officials of the City in writing, and the Trustee or the
appropriate officials of the City, as the case may be, shall take such actions as may be necessary
in accordance with such instructions.

In furtherance of the covenants of the City set forth above, the City will comply with the
Tax Certificate and will instruct the Trustee in writing as necessary to comply with the Tax
Certificate. The Trustee and the Authority may conclusively rely on any such written
instructions, and the City hereby agrees to hold harmless the Trustee and the Authority for any
loss, claim, damage, liability or expense incurred by the Authority for any actions taken by the
Authority in accordance with such instructions.

The City and the Authority shall at all times do and perform all acts and things permitted
by law which are necessary or desirable in order to assure that the interest on the Bonds will be
excluded from gross income for federal income tax purposes and shall take no action that would
result in such interest not being excluded from gross income for federal income tax purposes.

Section 8.08. Continuing Disclosure. The City hereby covenants and agrees that it will
comply with and carry out al of the provisions of the Continuing Disclosure Agreement.
Notwithstanding any other provision of this Facility Lease, failure of the City to comply with the
Continuing Disclosure Agreement shall not be considered an event of default hereunder;
however, the Trustee may (and, at the request of any Participating Underwriter (as defined in the
Continuing Disclosure Agreement) or the Holders of at least 25% aggregate principal amount of
Series 2007 Bonds Outstanding and provided satisfactory indemnification is provided to the
Trustee, shall) or any Bondholder may take such actions as may be necessary and appropriate,
including seeking mandate or specific performance by court order, to compel the City to comply
with its obligations under this Section 8.08.

Section 8.09. Taxes. The City shall pay or cause to be paid all taxes and assessments of
any type or nature charged to the Authority or affecting the Leased Property or the respective
interests or estates therein; provided that with respect to special assessments or other
governmental charges that may lawfully be paid in installments over a period of years, the City
shall be obligated to pay only such installments as are required to be paid during the term of this
Facility Lease as and when the same become due.
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The City shall also pay directly such amounts, if any, in each year as shall be required by
the Authority for the payment of all license and registration fees and all taxes (including, without
limitation, income, excise, license, franchise, capita stock, recording, sales, use, value-added,
property, occupational, excess profits and stamp taxes), levies, imposts, duties, charges,
withholdings, assessments and governmental charges of any nature whatsoever, together with
any additions to tax, penalties, fines or interest thereon, including, without limitation, penalties,
fines or interest arising out of any delay or failure by the City to pay any of the foregoing or
failure to file or furnish to the Authority or the Trustee for filing in atimely manner any returns,
hereinafter levied or imposed against the Authority or the Leased Property, the rentals and other
payments required hereunder or any parts thereof or interests of the City or the Authority or the
Trustee therein by any governmental authority.

The City may, at the City’s expense and in its name, in good faith contest any such taxes,
assessments and other charges and, in the event of any such contest, may permit the taxes,
assessments or other charges so contested to remain unpaid during the period of such contest and
any appeal therefrom unless the Authority or the Trustee shall notify the City that, in the opinion
of independent counsel, by nonpayment of any such items, the interest of the Authority in the
Leased Property will be materially endangered or the Leased Property, or any part thereof, will
be subject to loss or forfeiture, in which event the City shall promptly pay such taxes,
assessments or charges or provide the Authority with full security against any loss which may
result from nonpayment, in form satisfactory to the Authority and the Trustee.

Section 8.10. Authority’s Purpose. The Authority covenants that, prior to the discharge
of this Facility Lease, it will not engage in any activities inconsistent with the purposes for which
the Authority is organized.

Section 8.11. Purpose of Facility Lease. The City covenants that during the term of this
Facility Lease, except as hereinafter provided, (a) it will use, or cause the use of, the Leased
Property for public purposes and for the purposes for which the Leased Property are customarily
used, (b) it will not vacate or abandon the Leased Property or any part thereof, and (c) it will not
make any use of the Leased Property which would jeopardize in any way the insurance coverage
required to be maintained pursuant to Article V hereof.

Section 8.12. Compliance with 1998 L ease; Covenant Not to Terminate or Amend the
1998 Lease. The City agrees to comply with the terms of the 1998 L ease and make al payments
due thereunder, as provided therein. The City and the Authority covenant not to terminate or
amend the 1998 Lease so long as the Series 2007 Bonds are outstanding, unless such a
termination or amendment of the 1998 Lease would not have a material adverse effect on the
holders of the Series 2007 Bonds.
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ARTICLE IX

DISCLAIMER OF WARRANTIES,
VENDOR'SWARRANTIES; USE OF THE FACILITIES

Section 9.01. Disclaimer of Warranties. THE AUTHORITY MAKES NO
AGREEMENT, WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED,
AS TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY, FITNESS FOR
PARTICULAR PURPOSE OR FITNESS FOR USE OF THE FACILITIES OR THE PROJECT,
OR WARRANTY WITH RESPECT THERETO. THE CITY ACKNOWLEDGES THAT THE
AUTHORITY IS NOT A MANUFACTURER OF THE FACILITIES OR THE PROJECT OR
A DEALER THEREIN, THAT THE CITY LEASES THE FACILITIES ASIS, IT BEING
AGREED THAT ALL OF THE AFOREMENTIONED RISKS ARE TO BE BORNE BY THE
CITY. In no event shall the Authority be liable for any incidental, indirect, special or
consequential damage in connection with or arising out of this Facility Lease or the existence,
furnishing, functioning or the City’s use of any item or products or services provided for in this
Facility Lease.

Section 9.02. Vendor’'s Warranties. The Authority hereby irrevocably appoints the City
its agent and attorney-in-fact during the term of this Facility Lease, so long as the City shall not
be in default hereunder, to assert from time to time whatever clams and rights, including
warranties of the Leased Property or the Project, which the Authority may have against the
manufacturers, vendors and contractors of the Leased Property or the Project. The City’s sole
remedy for the breach of such warranty, indemnification or representation shall be against the
manufacturer or vendor or contractor of the Leased Property or of the Project, and not against the
Authority, nor shall such matter have any effect whatsoever on the rights and obligations of the
Authority with respect to this Facility Lease, including the right to receive full and timely
payments hereunder. The City expressly acknowledges that the Authority makes, and has made,
no representation or warranties whatsoever as to the existence or availability of such warranties
of the manufacturer, vendor or contractor.

Section 9.03. Use of the Leased Property. The City will not install, use, operate or
maintain the Leased Property improperly, carelessly, in violation of any applicable law or in a
manner contrary to that contemplated by this Facility Lease. The City shall provide all permits
and licenses, if any, necessary for the installation and operation of the Leased Property. In
addition, the City agrees to comply in all respects (including, without limitation, with respect to
the use, maintenance and operation of the Leased Property) with all laws of the jurisdictions in
which its operations may extend and any legidlative, executive, administrative or judicial body
exercising any power or jurisdiction over the Leased Property; provided, however, that the City
may contest in good faith the validity or application of any such law or rule in any reasonable
manner which does not, in the opinion of the Authority, adversely affect the estate of the
Authority in and to the Leased Property or its interest or rights under this Facility Lease.
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ARTICLE X

MISCELLANEOUS

Section 10.01. Law Governing. This Facility Lease shall be governed exclusively by the
provisions hereof and by the laws of the State of California as the same from time to time exist.

Section 10.02. Notices.  All notices, statements, demands, consents, approvals,
authorizations, offers, designations, requests, agreements or promises or other communications
hereunder by either party to the other shall be in writing and shall be sufficiently given and
served upon the other party if delivered personally or if mailed by United States registered mail,
return receipt requested, postage prepaid:

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 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 Trustee: The Bank of New Y ork Trust Company, N.A.
550 Kearny Street, Suite 600
San Francisco, CA 94108-2527
Facsimile No.: (415) 399-1647

or to such other addresses as the respective parties may from time to time designate by notice in
writing. A copy of any such notice or other document herein referred to shall also be delivered to
the Trustee.

Section 10.03. Validity and Severability. If for any reason this Facility Lease shall be
held by a court of competent jurisdiction to be void, voidable, or unenforceable by the Authority
or by the City, or if for any reason it is held by such a court that any of the covenants and
conditions of the City hereunder, including the covenant to pay rentals hereunder, is
unenforceable for the full term hereof, then and in such event this Facility Lease is and shall be
deemed to be alease under which the rentals are to be paid by the City annually in consideration
of the right of the City to possess, occupy and use the Leased Property, and al of the rental and
other terms, provisions and conditions of this Facility Lease, except to the extent that such terms,
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provisions and conditions are contrary to or inconsistent with such holding, shall remain in full
force and effect.

Section 10.04. Net-Net-Net Lease. This Facility Lease shall be deemed and construed to
be a* net-net-net lease” and the City hereby agrees that the rentals provided for herein shall be an
absolute net return to the Authority, free and clear of any expenses, charges or set-offs
whatsoever.

Section 10.05. Section Headings.  All section headings contained herein are for
convenience of reference only and are not intended to define or limit the scope of any provision
of this Facility Lease.

Section 10.06. Amendment or Termination. The Authority and the City may at any time
amend, modify or terminate this Facility Lease in accordance with the terms hereof and of the
Indenture, or provide for the amendment of this Facility Lease to remove or substitute the Leased
Property pursuant to Section 2.04 hereof, or to provide for the issuance of Additional Bonds
pursuant to Section 3.07 of the Indenture.

Section 10.07. Execution. This Facility Lease may be executed in any number of
counterparts, each of which shall be deemed to be an original, but all together shall constitute but
one and the same Lease. It is also agreed that separate counterparts of this Facility Lease may
separately be executed by the Authority and the City, all with the same force and effect as though
the same counterpart had been executed by both the Authority and the City.
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IN WITNESS WHEREOF, the Authority and the City have caused this Facility Lease to
be executed by their respective officers thereunto duly authorized, all as of the day and year first
above written.

MODESTO PUBLIC FINANCING AUTHORITY,

as Lessor
By: ﬁf%
Authorized Officer
M. WAyne Padilla
CITY OF MODESTO,
as Lessee

By: W&

Authorized Officer
M/ Wayne Padilla

Approved as to Form:

By: WM& ﬂ{’wﬂ»{ ZJL’WQ

City Attorney

i Susana Alcala Wood
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STATE OF CALIFORNIA )
) SS.
COUNTY OF STANISLAUS )

On April 11, 2007, before me, Shanna Willis , Notary Public, personally

appeared M. Wayne Padilla , personally known to me forproved-to

me-onthe-bastsof satisfactoryevidence) to be the personts) whose namefs) isfare subscribed to

the within instrument and acknowledged to me that hefshefthey executed the same in histherftheir
authorized capacity¢ies), and that by hisfherfthetr signaturefs) on the instrument the persontsj, or
the entity upon behalf of which the persontsy acted, executed the instrument.

WITNESS my hand and official seal.

W?ﬁ/fﬂ&@ Q/%dé

Notary’s Signature




STATE OF CALIFORNIA )
) SS.
COUNTY OF STANISLAUS )

On April 11, 2007, before me, Shanna Willis , Notary Public, personally

appeared Susana Alcala Wood , personally known to me fer-provedto

me-on-the-basts-of satisfactory-evidence) to be the personfs) whose namets) isfare subscribed to

the within instrument and acknowledged to me that hefshefthey executed the same in histherftheir

authorized capacity¢tes), and that by histherfthetr signaturesy on the instrument the persontsj, or
the entity upon behalf of which the personts} acted, executed the instrument.

WITNESS my hand and official seal.

q PN SHANNA
=) WILLIS .
) opqustree < Ay (il

é S ' MvComm Exmm Jan 23 o1t ‘ Notary’s Signature




EXHIBIT A

DESCRIPTION OF THE LEASED PROPERTY

All that certain rea property situated in the City of Modesto, State of California,
described as follows:
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. Legal Description of the Sites
Parcel No. 1 -- Graceda Park ' o . S
A1)l of Blocks 631, 532 and 533 as per map filed December 21, 1942 in
Volume 1S of Mapa, Stanislaus County Recoxds.
Parcel Wo. 2 -- Floyd Park

Parcels A and B as pex Parxcel Map filed October 9, 1969 in Volume 7 of
Parcel Maps, Page 68, Stanislaus County Records.

Parce 3 -~ Co tion (o} . .

An undivided one-half interest in the following:

Parcel 2 -as per Parcel Map filed September 24, 1979 in Volume 29 of
Parcel Maps, Page 100, Stanislaus County Recoxds.

Parcel No. 4 -~- Poljce Facility

Lots 1 thru 32, inclusive, in Block 71 of the CITY OF MODESTO, as per
map rgcorded December 21, 1942 in Volume 15 of Maps, Stanislaus County
Recoxds. .

TOGETHER WITH

A)ll that real property in the State of California, COuntK of
Stanislaus, Cigy of Modesto, being a portion of the Northeast quarter
of Section 32, Township 3 South, Range 9 East, Mount Diablo Base and.
Meridian, described as follows: .

That portion of the 20-foot alley in Block 71 as delineated on the

Official Map of the City of Modesto, as per map filed Pecewber 21,
%9;%, in Volume 15 of Maps, Stanislaus County Recoxrds, described as
ollows:

Beginning at the most Southerly corxmer of Lot 16 in wsaid Block 71,

said peint being on the Northeastern line of said 20,00 foot alley in

Block 71; thence along said Northeasternm line of said alley, North 43°

29' 30* West, 150.00 feet, to the most Southerly corner of Lot 10 in

Block 71; thence South 46° 30' 30" West, 20,00 feet, to the most

Northerly corper of Lot 22 in Block 71, said point being on the

Southwestern line of the 20.00 foot alley in Block 71; thence along

said Southwestern line of said alley, South 43° 29' 30" East, 150.00

feet, to the wost Easterly corner of Lot 17 in Block 71, said peoint

being on the Noxthwestern line of 80.00 foot *F" Street;- thence along

said Northwestern line of %F* Street, North 46° 30' 30" East. 20.00

feet, to the point of beginning.
All that portion of Block 67 of the City of Modesto, as per the official map thereof, filed in
Book 15 of Maps, together with the abandoned alley therein, lying in the south half of Section
29, Township 3 South, Range 9 East, Mount Diablo Base and Meridian, City of Modesto, County

of Stanislaus, State of Californla, described as follows:

BEGINNING at the north corner of said Block 67, said point being the intersection of the
southwesterly fine of 80,00 feet wide Eleventh Street with the southeasterly line of
80.00 feet wide K Street; thence on said Southeastetly line, South 46°4848" West

. 253,06 feet; thence South 43°09'48~ East 167.50 feet; thence North 46°50°12" East
23.24 feet; thence South 43°09'48“ East 17.52 feet; thence North 46°50°12" East 16.00
feet; thence South 43°0948" East 16.00 feet; thence South 46°5012" West 16.00 feet;
thence South 43°09°48" East 12.97 feet; thence South 46°4848" West 54.07 feet; "
thence North 88°1112“ West 30.10 feet to the northeasterly line of 70.00 feet wide 10
Street; thence on sald northeastedy line, South 43°1010” East 207 .48 feet to the
northwesterly line of 80.00 feet wide J Street; thence on said northwestertx line, North
46°47°30" East 305,16 feet to the southwesterly line of 80.00 feet wide 11" Street;
thence on sald southwesterly line, North 43°0948“ west 400.08 feet to the point of
beginning, :

' Containing 2.522 acres, mare or less.



Paxcel no, 7 -~ ggon Par " :
Paxcel No. 1 as per Parcel Map filed January 28, 1980 in Volume 30 of
' Parcel Mape, Page 13, Stanislaus County Records. .

rce o, 8 ~-- Hol od_Park :
t 1 in Blook 13158 of Hollywood Park No. 2 as per Map filed February

28, 1978 in Book 27 of Maps, Page 44, Stanislaus-County Records,

Parcel No. 9-- Riverside Park

Parcel A: ‘ _
Parcels 1 and 1-A as per Parcel Map recorded May 16, 1966 in Book 1 of
Parcel Maps, Page 134, Stanislaus County Records.

Excepting Therefrom Paxrcels B-1 and B-2 as per Parcel Map filed June
5, 1974 in Book 19 of Parcel Maps, Page 31, Stanislaus County Records.

Parcel B: ' : .
Parcel No. A as per wap filed June S, 1974 in Book 19 of Parcel Maps,
-Page 31, Stanislaus County Records.

Parce). No. 10 -~ Sipherd Park )
Parcel B as per map recorded August 14, 1974 in Book 19 of Paxcel
Maps, Page 75, Stanislaus County Records.

Paxcel No. 12 -~ McHen Mansion Lo
Lots 17 tﬁrough 24 in Block 122 of the City of Modesto as pexr Map file

Decewmber 21, 1942 in Volume 15 of Maps, Stanislaus County Records.

Parde)l No. 14 -~ Senior Citizens Centex _

Lots 18 through 31 in Block 590 of the City of Modesto as per Map
fileganecember 21, 1942 in Volume 15 of Maps, Stanislaus County
Records. . ‘

Parcel No. 1S ~- Parking Structure '
Lot § through 12 in Block 68 of the City of Modesto aes pexr Map filed

December 21, 1942 in Volume 15 of Maps, Stanisglaus County Recards.

Parcel No. 17 -~ Parking Lot # 2§ .
Liots 28 through 32 in Block 85 of the City of Modesto as per Map filed
December 21, 1942 in Volume 15 of Maps, Stanisglaus County Records.

Parcel WNo. 18 -~ Fire Station # 1 ' ' .
Lota 17 through 26 in Block 81 of the City of Modesto as per Map filed
December 21, 1942 in Volume 1S of Maps, Stanislaus County Records.

Parcel No. 19 -- Fire Sta )1} 3 .
Lots 1 and 2 in Block 2283 of Dry Creek Estates No. 1 as per Map filed

December 13, 1966 In Volume 21 of Maps, Page $5, Stanislaus County
Records.




Barxcel No, 20 =- Fire Station # 6 ‘ .
Parcel No. C as per Parcel Map filed Auguet 17, 1977 in Book 25 of
Parcel Maps, Page 83, Stanislaus County Records.

Parcel No., 21 ~- Fire Sgagibg ft 7 '
Parcel A as perx Parcel Map filed June 27, 1974 in.‘Volume 19 of Maps,

Page 51, Stanislaue County Records.

Parcel No. 22 ~- Fire Station f. 5
P. 1

All that portjon of Lot 2 of the Fresno Tract, as per map filed Maxrch
4, 19032 in Volume 1 of Maps, Page 76, Stanislaug County Recoxdsg,
described as follows: '

BEGINNING at a point on the east line of said Lot 2 located on the
centerline of a S50 foot public road designated as Oakdale Road on said
map, which peint is located North 0° 30' West 396 feet from the
southeast corner of said Lot 2; thence from said point of beginning
parallel to the south line of said Lot 2, North 88° 30' West 660 feet
to a point on the west line of said Lot 2; thence North 0° 30' West
along said west line of said Lot 2 a distahce of 153.73 feet; thence
east parallel with the south line of said Lot 2, a distance of 660
feet to a point on the east line of said Lot 2, located on the center
line of said Oakdale Road; thence along the east line of said Lot 2
and the centerline of said Oakdale Road, South 0° 30' East 174.24 feet
to the point of beginning. B

ALSO EXCEPTING THEREFROM all that portion thereof lying northerly of
the north line of Burchell Court (formerly Noxthern Boulevard)
extending westerly to the west line of Lot 2.

ALSO EXCEPTING THEREFROM all that portion thereof lying within
Briggsmore Avenue, Burchell Court and McHenry Avenue,

ALSO EXCEPTING THEREFROM all that certain property described in Deed
to Chester D. Chambers, recorded March 10, 1964 in Book 1929 at Page
€41, and in Deed to S.W.A.P., a Joint Venture, recorded July 10, 1962
in Book 1780 at Page 145, Stanislaus County Records.

PARCEY, 2:

A1l that portion of Lot;2 of the Fresno Tract, as per map filed March
4, 1903 in Volume 1 of Maps, Page 76, Stanislaus County Records, '

Section 17, Township 3 South, Range 9 East, M.D.B.& M., described as
follows:

COMMENCING at a point on the southerly line of the property conveyed
to Chester D. Chambers by Deed recorded May 7, 1959 in Volume 1545 of
Officjial Records at Page 321, as Instrument No. 13137, Stanislaus ,
County Records, said point being the northeastern cornexr of Parcel “E¥,
on the western line of Timothy Avenue as shown on the map entitled
“"Survey of a portion of Lot 2 of the Fresno Tract, filed April 16,
1954 in Volume 6, Record of Surveys, page 53, Stanislaus County
Records; thence along a line at right angels to the western line of
Timothy Avenue, North 89° 30' East, 30.00 feet to a point on the
northerly extension of the centerline of Timothy Avenue; thence along
said northerly extension, North 00° 30' West, 46.90 feet to the true
point of beginning; thence North 7° §2' 29" East, 84.51 feet to a
point on the northexrn line of said Chambers pro exty, which is also
the southern line of the property conveyed to the City of Modesto by
Deed recorded October 11, 1957, as Instrument No, 26217, Stanislaus
County Recoxds, gaid line aleo being the southern line of Parcel "A“
28 pexr map of Rdcord of Survey filed July 6, ,1962 in Volume 9 of

[N
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Surveys, Page 25, Stanislaus County Records;

(continued) T
Order No.: 904378 A .
Legal Description - Continued

thence along said lipe, South 88° 32' 30" Eaast, 142.76 feet to a 3/a
inch iron pipe at the southeastern corner of gaid Parcel "Av, gaid
corner being the northeast corner of said Chambers property which is
also a point on the western line of a 20 foot alley conveyed to the. -
City of Modesto by Deed recorded Octobex 19, 1960 in Volume 1639 of
Officia) Recoxrds, at Page 695, as Instrument No., 29947, Stanislaus
County Recoxrds; thence along said western line, South 00° 30' Eapt,

- 60.88 feet; thence South 82° 47' 55" West, 155.59 feet to the point of
beginning, ‘

PARCEL 3:

All that portion of Lot 2 of the Fresno Tract, as per map filed March
4, 1803 in Volume 1 of Maps, Page 76, Stanislaus County Records,
described as follows: : o

BEGINNING at the northeast corner of Paxcel A, as shown on a Record of
Survey Map of a portion of Lot 2 of the Fresno Tract, filed July s,
1962 in Volume 9 of Record of Surveys, Page 25, Stanislaus County
Recoxds; thence along the north line of Parcel "A", South 89° 46 Sov
West 135.63 feet to the true point of beginning; thence continuing -
along said north line South 8%9° 46' 50" West 120.54 feet; thence South
37° 57! 43" East 166.35 feet to the southwest corner of property
conveyed to the City of Modesto by Deed recoxded March 10, 1964 in
Volume 1929 of Official Recoxds, Page 643, as Xnstrument No. 9843,
Stanislaus County Records; thence along the west line of the City of
Modesto property as conveyed by Deed above referred to and the
northerly extension of said wegsterxly line Noxth 7° S2!' 29" East 132.90
feet, more or less, to the true point of beginning.

PARCEL 4:

All that portion of Lot 2 of the Fresno Track, as per map filed Maxch
4, 1903 in Volume 1 of Maps, Page 76, Stanislaus County Records,
described as follows: -

BEGINNING at the northeast corner of Parcel D, as shown on a Record of
Survey Map of a portion of Lot 2 of the Freeno Tract, filed April 16,
1954 in Volume 6 of Record of Surveys, Page 53, Stanislaus County
Records; thence North 83° 31' 30" West along the north line of said
Paxcel D and itas westerly extension, a distance of 155.02 feet, more
or less, to the centerline of Timothy Avenue, as shown on the Record
of Survey above referred to; thence.North 0° 30' West, along the
northerly extension of said centerline of Timothy Avenue to the
. Bouthwest corner of the property conveyed to the City of Modesto by
Deed recoxrded March 10, 1964, in Volume 1929 of Official Records, Page
643, as Instryument No. 9843, Stanislaus County Records; thence North
82° 47' 55% East along the gouth line of the City of Modesto property,
as conveyed by Deed ve referred to, to the southeast corner P
thereof, said point being on the weet line of the property conveyed tqg
the City of Modesto by Deed recorded October 19, 1960 in Volume 16339
of official Records, Page 695, as Instrument No. 29947, Stanislaus
County Records; themnce south along the west line of the City of
Modesto property as conveyed by Deed last above referred to, 71.83
feet, more or less, to the point of beginning.
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PARCEL 53
A1l that portion of Lot 2 of the Fresno Tract, as per map filed March:

4, 1903 in Volume 1 of Maps, Page 76, Stamislaus County Recoxds,
described as follows:

COMMENCING at the 3/4 inch iron pipe set for the noxtheastern corner
of Parcel "A', as per wmap of Record of Survey filed guly 26, 1962 in
Volume 9 of Record of Surveys, Page 25, Stanislaus County Records;
thence along the northern line of said Parcel “A%, South 89° 4gv go¥
West, 135.63 feet to the northeastern corner of the property conveyed
to Chester D. Chambers by Deed recorded March 10, 1964 in Volume 1929
of Official Records, Page 641, as Instrument No. 9844, Stanislaus
County Records; thence along the eastern line of the Chambers property
and the western line of the property conveyed to the Clty of Modesto
by Deed recorded March 10, 1964 in Volume 1929 of Official Records,
Page 643, as Instrument No, 9843, Stanislaus County Recoxds, South 07°
52% 29% West, 132.90 feet to the southwestern cormer of the CQit
groperty as conveyed by Deed above referred to, and the true point of
Jbeginning; thence South 00° 30' 00" East, 48.44 feet, more or less, to
a point on the southexn line of property conveyed to Chestexr D,
Chambers by Deed recorded May 7, 1959, as Insetrument No., 13137,
Stanislaus County Records, said point being on the centerline of the
6€0.00 foot Timothy Avenue, as shown on a Record of Survey filed April
16, 1954 in Volume & of Record of Surveys, Page 53, Stanislaus County
Recoxds; thence along said southern line of the. property conveyed to
Chambers by Deed last above referred to and the north line of Timothy
Avenue as shown on a Record of Suxvey filed April 16, 1954 in Volume 6
of Record of Surveys, Page 53, Stanislaus County Records, North 88°
30' West, 30.02 feet to a pint on the western line of Timothy Avenue,
as shown on said Record of Burveys; thence along said westexrn line,
North 00° 30' 00" West, 0,52 feet; thence along a tangent curve
concave to the southweat having a radius of 15.00 feet, a central
angle of 46° 11' 13" and an arc length of 12.09 feet to a point of
reverse curvature from which a radial line bears Noxrth 43° 1B' 47“
Easgt; thence along said reverse curve concave to the east, having a
radius of 50,00 feet, a central angle of 98° 43' 30" and an arc gength
of 86.15 feet; thence along a radial line, South 37¢ §7' 43" East,
$50.00 feet to the gouthwest corner of the progerty conveyed to the
City of Modesto by the Deed referred to and the true point of
beginning.



EXHIBIT B

BASE RENTAL PAYMENT SCHEDULE

* Exclusive of Deferred Rental.
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B-1

Period Ending Estimated Base Rental Payments Maximum Annual Base Rental
Payments
Closing Date to and
including $659,250.07 $758,137.58
August 14, 2007
August 15, 2007 to and
including 2,153,839.58 2,476,915.52
February 14, 2008
February 15, 2008 to
and including 3,408,839.11 3,920,164.98
August 14, 2008
August 14, 2009 3,106,727.96 3,572,737.15
August 14, 2010 3,194,146.97 3,673,269.02
August 14, 2011 3,252,875.66 3,740,807.01
August 14, 2012 3,332,161.05 3,831,985.21
August 14, 2013 3,406,927.62 3,917,966.76
August 14, 2014 3,453,003.87 3,970,954.45
August 14, 2015 3,543,808.19 4,075,379.42
August 14, 2016 3,629,189.95 4,173,568.44
August 14, 2017 3,419,090.62 3,931,954.21
August 14, 2018 3,504,472.50 4,030,143.38
August 14, 2019 3,560,260.34 4,094,299.39
August 14, 2020 3,635,700.94 4,181,056.08
August 14, 2021 3,754,062.27 4,317,171.61
August 14, 2022 3,841,021.91 4,417,175.20
August 14, 2023 3,921,655.37 4,509,903.68
August 14, 2024 3,995,962.45 4,595,356.82
August 14, 2025 4,112,286.64 4,729,129.64
August 14, 2026 4,196,305.32 4,825,751.12
August 14, 2027 4,297,265.68 4,941,855.53
August 14, 2028 4,220,891.31 4,854,025.01
August 14, 2029 4,215,224.04 4,847,507.65
August 14, 2030 4,229,209.74 4,863,591.20
August 14, 2031 4,237,772.79 4,873,438.71
August 14, 2032 4,240,913.49 4,877,050.51
August 14, 2033 4,262,803.13 4,902,223.60



EXHIBIT C
DESCRIPTION OF THE 2007 PROJECT

The 2007 Project consists of the acquisition, construction and improvement to John
Thurman Field, located in the City of Modesto.

C-1
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Stanislaus, Countx Recorder

Recording requested by Lee Lundrigan Co Recorder Office
and return to: DOC- 2007-0048574-00
Acct 502-Fidelity National Title
CITY OF MODESTO Tuesday, APR 17, 2007 ©8:00:00
c/o Sidley Austin LLP TtIPd $0.00 Nor-0002311874
555 California Street, Suite 2000 0JM/R3/1-16
San Francisco, California 94104
Attention: Danielle Lan, Esq.
SUBLEASE
by and between the
CITY OF MODESTO
and the

MODESTO PUBLIC FINANCING AUTHORITY

Dated as of April 1, 2007

THIS TRANSACTION 1S EXEMPT FROM FILING FEES PURSUANT TO CALIFORNIA GOVERNMENT CODE SECTION 6103 AND
TRANSFER TAXES PURSUANT TO CALIFORNIA REVENUE AND TAXATION CODE SECTION 11928

THIS INS%icl;lgéoN‘nr‘l!'w oLy

ILED FOR RECORD
TITLE COMPANY IS AN ACCOMMODAT?gf:IgﬁE{Y
IT HAS NOT BEEN EXAMINED AS TO ITS EXECU-
TION, OR AS TO ITS EFFECTS UPON TITLE.
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This SUBLEASE (the “Sublease”), executed and entered into as of April 1, 2007, by and
between the CITY OF MODESTO, a charter city and a municipal corporation duly organized
and existing under the laws of the State of California, as lessor (the “City”), and the MODESTO
PUBLIC FINANCING AUTHORITY, ajoint powers agency duly organized and existing under
the laws of the State of California, as lessee (the “ Authority”);

WITNESSETH:

WHEREAS, the Authority previously issued its Lease Revenue Bonds, Series 1997 (John
Thurman Field Renovation Project) (the “1997 Bonds’) and Lease Revenue Bonds, Series 1998
(Capital Improvements and Refinancing Project) (the “1998 Bonds”) to assist in the financing of
certain public capital improvements in the City;

WHEREAS, the 1998 Bonds was issued pursuant to a trust indenture, dated as of March
1, 1998 (the “1998 Indenture”) by and between the Authority and The Bank of New York Trust
Company, N.A., as successor trustee thereunder (the “1998 Trustee”);

WHEREAS, the Authority has determined to refund all of the 1997 Bonds and a portion
of the 1998 Bonds and to finance certain additional improvements to John Thurman Field, as the
same may be changed from time to time (the “2007 Project”);

WHEREAS, the Authority intends to assist the City in financing the 2007 Project by
issuing the Modesto Public Financing Authority Lease Revenue Refunding and Capital
Improvement Bonds, Series 2007 (the “ Series 2007 Bonds") pursuant to a bond indenture, dated
as of April 1, 2007 (the “Indenture”), by and between the Authority and The Bank of New Y ork
Trust Company, N.A. (the “ Trustee”), as trusteg;

WHEREAS, CIFG Assurance North America, Inc. (the “Insurer”) is the bond insurer
with respect to the Series 2007 Bonds.

WHEREAS, the Authority previoudly leased certain properties to the City pursuant to a
Lease/Purchase Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to
Lease/Purchase Agreement, dated June 15, 2000 and Amendment No. 2 to Lease/Purchase
Agreement, dated October 15, 2002 (as so amended, the “1998 Lease”) under which the City is
obligated to make lease payments for the |ease of properties thereunder (the “Leased Property”);

WHEREAS, pursuant to Section 7.2 of the 1998 L ease, the City may sublease the L eased
Property or any portions thereof, as provided in the 1998 L ease;

WHEREAS, in consideration of the Authority’s assistance in financing the 2007 Project
through the issuance of the Series 2007 Bonds and in consideration of the corresponding
reduction in lease payments payable by the City under the 1998 L ease as a result of the partial
refunding of the 1998 Bonds, the City will sublease to the Authority, pursuant to this Sublease
and in accordance with the terms of the 1998 L ease, the L eased Property, as more fully described
in Exhibit A hereto;

WHEREAS, the Authority intends to lease back to the City the Leased Property pursuant
to the terms of a Facility Lease, dated as of April 1, 2007 (the “Facility Lease”) by and between

1
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the Authority and the City, pursuant to which the City will be obligated to make base rental
payments to the Authority for the lease of the Leased Property thereunder;

WHEREAS, the fair rental value of the Leased Property is sufficient to support the
aggregate annual lease payments payable by the City under the 1998 Lease and under the
Facility Lease;

WHEREAS, pursuant to the terms of the 1998 Lease, the obligation of the City to make
lease payments under the 1998 Lease will remain the obligations of the City and no portion of
the Leased Property subleased to the Authority pursuant to this Sublease will be used for a
purpose other than a governmental function authorized under the provisions of the Constitution
and laws of the State of California;

WHEREAS, al 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 entering into
of this Sublease do exist, have happened and have been performed in regular and due time, form
and manner as required by law, and the parties hereto are now duly authorized to execute and
enter into this Sublease;

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF THE
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER
VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY AGREE AS
FOLLOWS:

SECTION 1. Subleased Premises.

The City hereby subleases to the Authority (without option to purchase) and the
Authority hereby subleases from the City, on the terms and conditions hereinafter set forth, the
Leased Property, as more fully described in Exhibit A hereto.

SECTION 2. Term.

The term hereof shall commence as of the date hereof and shall remain in effect until the
term of the Facility Lease expires as provided by Section 2.02 thereof, provided, however, that if
Base Rental Payments (as defined therein) due under the Facility Lease remain unpaid at the
expiration of the Lease term, then this Sublease shall not terminate until the earlier of
(i) September 1, 2033, (ii) the date on which the Series 2007 Bonds have been paid in full,
(iii) the termination of the term of the Facility Lease pursuant to Section 10.06 of the Facility
Lease, or (iv) the termination of the term of the 1998 L ease.

SECTION 3. Rental.

The Authority shall pay to the City as and for rental hereunder the sum of One Dollar
($1.00) on the date of initial issuance of the Series 2007 Bonds.

SECTION 4. Purpose.

SF1 1450111 47922/34



The Authority shall use the Leased Property solely for the purpose of leasing the Leased
Property to the City pursuant to the Facility Lease; provided that in the event of default by the
City under the Facility Lease the Authority may exercise the remedies provided in the Facility
Lease.

SECTION 5. Right to Sublease.

The City covenants that it has a leasehold interest in the Leased Property and has the
right, pursuant to Section 7.2 of the 1998 L ease to sublease the L eased Property to the Authority.

SECTION 6. Assignments and Subleases.

Unless the City shall be in default under the Facility Lease, the Authority may not,
without the written consent of the City, assign its rights hereunder or sublet the L eased Property,
except to the Trustee, the proceeds of which shall be used to pay costs of the 2007 Project.

SECTION 7. Right of Entry.

The City reserves the right for any of its duly authorized representatives to enter upon the
Leased Property at any reasonable time to inspect the same or to make any repairs,
improvements or changes necessary for the preservation thereof, which right is exercisable only
so long as the City isnot in default under the Facility Lease.

SECTION 8. Termination.

The Authority agrees, upon the termination hereof, to quit and surrender the Leased
Property in the same good order and condition as the same was in at the time of commencement
of the term hereunder (with such modifications and improvements as are contemplated by the
Facility Lease), and with reasonable wear and tear excepted.

SECTION 9. Default.

In the event the Authority shall be in default in the performance of any obligation on its
part to be performed under the terms of this Sublease, which default continues for 30 days
following written notice to and demand for correction thereof by the City, the City may exercise
any and all remedies granted by law which do not adversely affect the interests of the owners of
the Series 2007 Bonds, with the consent of the Trustee; provided that the City may not terminate
this Sublease and shall exercise only remedies providing for specific performance hereunder.

SECTION 10. Quiet Enjoyment.

The Authority at all times during the term hereof shall peaceably and quietly have, hold
and enjoy all of the Leased Property.

SECTION 11. Waiver of Persona Liahility.

All liabilities hereunder on the part of the Authority shall be solely liabilities of the
Authority as a separate legal entity, and the City hereby releases each and every member, officer

SF1 1450111 47922/34



and employee of the Authority of and from any persona or individual liability under this
Sublease. No member, officer or employee of the Authority shall at any time or under any
circumstances be individually or personally liable hereunder for anything done or omitted to be
done by the Authority hereunder.

SECTION 12. Taxes.

The City hereby agrees and covenants to pay any and al assessments of any kind or
character and also al taxes, including possessory interest taxes, levied or assessed upon the
L eased Property.

SECTION 13. Eminent Domain.

In the event the whole or any part of the Leased Property is taken by eminent domain
proceedings, the interest of the Authority shall be recognized and is hereby determined to be the
amount of the then unpaid or outstanding Series 2007 Bonds and all other amounts due under the
Indenture and the Facility Lease attributable to such part of the Leased Property and any award
in eminent domain proceedings shall be paid to the Trustee and the Trustee shall apply such
award as provided in Section 7.02 of the Facility Lease, subject to the prior rights of the 1998
Trustee.

SECTION 14. Partial Invalidity.

If any one or more of the agreements, conditions, covenants or terms hereof shall to any
extent be declared invalid, unenforceable, void or voidable for any reason whatsoever by a court
of competent jurisdiction, the finding or order or decree of which becomes final, none of the
remaining agreements, conditions, covenants or terms hereof shall be affected thereby, and each
provision of the Sublease shall be valid and enforceable to the fullest extent permitted by law.

SECTION 15. Notices.

All notices, statements, demands, consents, approvals, authorizations, offers,
designations, requests or other communications hereunder by either party to the other shall bein
writing and shall be sufficiently given and served upon the other party if delivered personally or
if mailed by United States registered or certified mail, return receipt requested, postage prepaid,
and, if to the City, addressed to the City at 1010 Tenth Street, Suite 5200, Modesto, CA 95353,
attention: Finance Director, or if to the Authority, addressed to Modesto Public Financing
Authority in the care of City of Modesto, City Hall, 1010 Tenth Street, Suite 5200, Modesto, CA
95353, attention: Auditor and Treasurer, in all cases with a copy to the Trustee, or to such other
addresses as the respective parties may from time to time designate by notice in writing.

SECTION 16. No Merger of Interests.

The leasing by the Authority to the City of the Leased Property pursuant to the 1998
Lease, the subleasing by the City to the Authority of the Leased Property pursuant to this
Sublease and the sub-subleasing by the Authority to the City of such Leased Property pursuant to
the Facility Lease shal not effect or result in a merger of the Authority’s leasehold estate
pursuant to this Sublease.
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SECTION 17. Amendment.

The Authority and the City may at any time agree to the amendment of this Sublease,
with the prior written consent of the Insurer; provided, however, that the Authority and the City
agree and recognize that this Sublease is entered into as contemplated by the terms of the
Indenture, and accordingly, that any such amendment shall only be made or effected in
accordance with and subject to the terms of the Indenture.

SECTION 18. Compliance with 1998 Lease; Covenant Not to Terminate or Amend the
1998 L ease.

The City agrees to comply with the terms of the 1998 Lease and make all payments due
thereunder, as provided therein. The City and the Authority covenant not to terminate or amend
the 1998 Lease so long as the Series 2007 Bonds are outstanding, unless such a termination or
amendment of the 1998 Lease would not have a material adverse effect on the holders of the
Series 2007 Bonds.

SECTION 19. Subordination to the 1998 L ease.

The City and the Authority hereby acknowledge that this Sublease and the rights granted
hereunder are subordinate to the right of the City and the 1998 Trustee under the 1998 L ease, the
1998 Indenture and the rights granted thereunder.

SECTION 20. Section Headings.

All section headings contained herein are for convenience of reference only and are not
intended to define or limit the scope of any provision hereof.

SECTION 21. Execution.

This Sublease may be executed and entered into in several counterparts, each of which
shall be deemed an original, and al of which shall constitute but one and the same instrument.

SECTION 22. Governing Law.

This Sublease shall be governed by and construed in accordance with the laws of the
State of California.
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IN WITNESS WHEREOF, the parties hereto have executed and entered into the
Sublease by their officers thereunto duly authorized as of the day and year first above written.

MODESTO PUBLIC FINANCING AUTHORITY,

Lessee
Authorized Officer
M. Wayne Padilla
CITY OF MODESTO,
as Lessor ,
)
By: //f:ﬂéf Gidisi-

Althorized Officer
M.Wayne Padilla

Approved as to Form:

By: m& ealn [(}}4

v City Attorney

Susana Alcala Wood
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STATE OF CALIFORNIA )
) SS.
COUNTY OF STANISLAUS )

On April 11, 2007, before me, Shanna Willis , Notary Public, personally

appeared M. Wayne Padilla , personally known to me ferproved-to

me-omnthe-bastsof sattsfactory-evidence) to be the person{s) whose name(s) isfare subscribed to

the within instrument and acknowledged to me that hefshefthey executed the same in histherftheir

authorized capacity¢tes), and that by hisfherftheir signaturefs) on the instrument the personts), or

the entity upon behalf of which the person{s) acted, executed the instrument.

WITNESS my hand and official seal.

SHANNA WILLIS

COMM. #1719

R i 3
m. Expires Jan, ﬁ;}'zo,, Notary’s Signature




STATE OF CALIFORNIA )
| ) SS.
COUNTY OF STANISLAUS )

On April 11, 2007, before me, Shanna Willis , Notary Public, personally

appeared Susana Alcala Wood , personally known to me forproved-to

me-onthe-bastsof satisfactoryevidence) to be the personts) whose namests) isfare subscribed to
the within instrument and acknowledged to me that hefshefthey executed the same in htstherftheir
authorized capacity(tes), and that by htstherfthetr signaturets) on the instrument the personts), or
the entity upon behalf of which the personts) acted, executed the instrument.

WITNESS my hand and official seal.

SHANNA WILLIS ) .

B o COMM #171s887 £ e Ll
STANISLAUS GOJEORNM ¢ Notary’s Signature
- Expires Jan, 23, 2011




EXHIBIT A
Lega Description of the Sites
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- Legal Description of the Sites
Parcel No. I -~ Graceda P ' o 3 —
A1l of Blocks 631, 532 and $33 as per map filed December 21, 1942 in

Volume 15 of Mape, Stanialaus County Recoxds.

arcel . = Flo Park
arcels A and B as pexr Parcel Map filed October 9, 1969 in Volume 7 of
Parcel Maps, Page 68, Stanislaus County Recoxds.

Parce 3 -~ T tion < .

An undivided one-half interest in the following:

Parcel 2 as per Parcel Map filed September 24, 1979 in Volume 29 of
Parcel Maps, Page 100, Stanislaus County Recoxds.

Paxcel No. 4 ~. Poljce Facility

Lots 1 thru 32, inclusive, in Block 71 of the CITY OF MODESIO, as per

g:p rgcorded December 21, 19242 in Volume 15§ of Maps, Stanislaus County’
cords. T

TOGETHER WITH

A1l that real groperty in the state of California, County of
Stanislaus, City of Modesto, being a portion of the Nbrtgeast quarter
of Section 32, Township 3 _South, Range 9 East, Mount Diablo Base and
Meridian, desecribed as follows: .

That portion of the 20-foot alley in Block 71 as delineated on the

Official Hag of the City of Modesto, as per map filed pPecewber 21,

%9{%. in Volume 15 of Maps, Stanialaus County Recoxrds, described as
ollows:

Beginning at the most Southerly coxmer of Lot 16 in said Block 71,
said point being on the Northeastern line of said 20.00 foot alley in
Block 71; thence aleng said Northeastern line of said alley, North 43
29' 30% Weet, 150.00 feet, to the most Southerly corner of Lot 10 in
Block 71; thence South 46° 30' 30" West., 20.00 feet, to the most
Northerly corner of Lot 22 in Block 71, said point being on the
Southwestern line of the 20.00 foot alley in Block 71; thence along

said Southwestern line of said alley, South 43° 29! 30% East, 150.00

feet, to the wost Easterly corner of Lot 17 in Block 71, gaid point

being on the Northwestern line of 80.00 foot "F* Street; - thence along

sald Northwestern line of “F" Street, North 46° 30' 30" East, 20.00

feet, to the point of beginning.
All that portion of Block 67 of the City of Madesto, as per the official map thereof, filed in
Book 15 of Maps, together with the abandoned alley therein, lying in the south half of Section
29, Township 3 South, Range 9 East, Mount Diablo Base and Meridian, City of Modesto, County

of Stanislaus, State of Californla, described as follows:

BEGINNING at the north corner of said Block 67, said point being the intersection of the
southwestedy line of 80.00 feet wide Eleventh Street with the southeastetly line of
80.00 feet wide K Street; thence on saild Southeasterly line, Sauth 46°48'48" West

- 253.06 feet; thence South 43°09°48~ East 167.50 feet; thence North 46°50°12" East
23.24 feet; thence South 43°0948" East 17.52 feet; thence North 46°50°12“ East 16.00
feet; thence South 43°09748" East 16.00 feet; thence South 46°50°12" West 16.00 feet;
thence South 43°09°48" East 12.97 feet; thence South 46°48'48" West 54.07 feet;
thence North 88°1112” West 30.10 feet to the northeasterly fine of 70.00 feet wide 10"
Street; thence on said northeastedy line, South 43°10°10” East 207.48 feet to the
northwesterly line of 80.00 feet wide J Street; thence on said northwestarlx line, North
46°47°30" East 305.16 feet to the southwesterly line of 80.00 feet wide 11" Street;
thence on sald southwesterly line, North 43°0948“ west 400.08 feet to the point of
beginning. - :

' Contalning 2.522 acres, mare or less.



Parcel no, 7 -~ Wesson Park B} :
Parcel No. 1 as pexr Parcel Map filed January 28, 1980 in Volume 30 of

' Paxcel Mape, Page 13, Stamiglaus County Records.

arcel No. 8 ~- Hol god Park : .
t 1 in Block 13158 of Hollywood Park No. 2 as per Map filed February
28, 1978 in Book 27 of Maps, Page 44, Stanislaus- County Records.

Parcel No. 9-- Riverside Park

Parcel A: ' -
Parcels 1 and 1-A as per Parcel Map recorded May 16, 1966 in Book 1 -of
Parcel Maps, Page 134, Stanislaus County Recoxds.

Bxcepting Therefrom Parxcels B-1 and B-2 ag pex Parcel Map filed June
5, 1974 in Book 19 of Parcel Maps, Page 31, Stanislaus County Records.

Parcel B: ' : .
Parcel No. A as per map filed June 5, 1974 in Bock 19 of Parcel Maps,

-Page 31, Stanislaus County Records.

Parcel Wo. 10 -~ Sipherd Park )
Parcel B as per map recorded August 14, 1874 in Book 19 of Parcel

Maps, Page 75, Stanislaus County Records.

.%arcel No. 12 -- McHenry Mansion ] S
ots 17 through 24 in Block 122 of the City of Modesto as per Map file

December 21, 1942 in Volume 15 of Maps, Stanislaus County Records.

Pardel No., 14 -~ Senior Citizens Centexr ' o

Lots 18 through 31 in Block 590 of the City of Modesto as per Map

gllengecember 21, 1942 in Volume 15 of Maps, Stanislaus County
ecords. :

rcel No. 15 -~ Parking St ture .
Lot § through 12 in Block 68 of the City of Modesto as per Map filed
December 21, 1942 in Volume 15 of Mapa, Stanislaus County Recoards.

Parcel No. 17 -~ Parking Lot # 28 ' o
Lotg 28 through 32 in Block 55 of the City of Modesto as pexr Map filed

December 21, 1942 in Volume 15 of Maps, Stanielaus County Records.

1 No. 18 -~ Fire Station 1 : .
Lote 17 through 26 in Block 81 of the City of Modesto as per Map filed
Decenmber 21, 1942 in Volume 15 of Maps, Stanislaus County Records.

Parcel No. 19 -+ Fire Station 3 .

Lots 1 and 2 in Block 2283 of Dr¥ Creek Estates No. 1 as per Map filed

Eeceyger 13, 1966 In Volume 21 of Maps, Page §5, Stanislaus County
ecords.




Parcel No, 20 =- Fire Station # 6§ '
Parcel No. C as per Parcel Map filed Auguet. 17, 1977 in Book 25 of
Parcel Maps, Page 83, Stapislaus County Records.

Parcel No, 21 «- Fire Sgatibg ft 7 ' '
Paxcel A as per Parcel Map filed June 27, 1974 in.Volume 19 of Maps,

Page 51, Stanislaus County Records. .

Parcel No. 22 ~- Fivre Station $#. b

PARCEL 1:

All that portion of Lot 2 of the Fresno Tract, as per map filed March
4, 1903 in Volume 1 of Maps., Page 76, Stanislaus County Records,
described as follows: :

BEGINNING at a point on the east line of said Lot 2 located on the
centerline of a S50 foot public ‘road designated as Oakdale Road on said
wap, which peint is located North 0° 30! West 396 feet from the
southeast corner of said Lot 2; thence from said point of beginning
parallel to the south line of said Lot 2, North 88° 30' West 660 feet
to a point on the west line of said Lot 2; thence North 0° 30' West
along said west line of said Lot 2 a distahce of 153.73 feet; thence
east parallel with the south line of said Lot 2, a distance of 660
feet to a point on the east line of said Lot 2, located on the center
line of said Oakdale Road; thence along the east line of said Lot 2
and the centerline of said Oakdale Road, South 0¢ 30' East 174.24 feet
to the point of beginning. N

ALSO EXCEPTING THEREFROM all that portion thereof lying northerly of
the north line of Burchell Court (formerly Northern Boulevard)
extending westerly to the west line of Lot 2.

ALSO EXCEPTING THEREFROM all that portion thereof lying within
Briggsmore Avenue, Burchell Court and McHenry Avenue,

ALSO EXCEPTING THEREFROM all that certain property described in Deed
to Chester D. Chambers, recorded March 10, 1964 in Book 1929 at Page
641, and in Deed to S.W.A.P., a Joint Venture, recorded July 10, 1962
in Book 1780 at Page 145, Stanislaus County Records.

PARCEL _2:

Al) that portion of Lot;2 of the Fresno Tract, as per map filed March
4, 1903 in Volume 1 of Maps, Page 76, Stanislaus County Records,

Section 17, Township 3 South, Range 9 East, M.D.B.& M., described as
follows:

COMMENCING at a point on the southerly line of the property conveyed
to Chester D. Chamwbers by Deed recorded May 7, 1959 in Volume 1545 of
Official Records at Page 321, as Instrument No. 13137, Stanislaus .
County Records, said point being the northeastern corner of Parcel “E“
on the western line of Timothy Avenue as shown on the map entitled
"Survey of a portion of Lot 2 of the Fresmo Tract, filed April 16,
1954 in Volume 6, Record of Surveys, page 53, Stanislaus County
Records; thence along a line at right angels to the westerm line of
Timothy Avenue, North 89° 30' East, 30.00 feet to a point on the
northexly extension of the centerline of Timothy Avenue; thence along
said northerly extension, North 00° 30' West, 46.90 feet to the true
point of beginning; thence North 7° §2' 29" East, 84.51 feet to a
point on the porthern line of said Chambers property, which is also
the southern line of the property conveyed to the City of Modesto by
Deed recorded October 11, 1857, as Instyument No., 26217, Stanislaus
County Records, said line also being the southern line of Parcel "A“
28 per map of Rdcord of Survey filed July 6,.,1962 in Volume S of

N
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Surveys, Page 25, Stanislaus County Records;

{continued) o
Oxder No.: 904378 A
Legal Description - Continued

thence along said line, South 88° 32' 30" East, 142.76 feet to a 3/a
inch iron pipe at the southeastern corner of said Parcel “AY, said
corner being the northeast corner of said Chawbers property which is
also a point on the western line of a 20 foot alley conveyed to the. -
City of Modesto by Deed recorded October 19, 1960 in Volume 16395 of
Official Records, at Page 695, as Instrument No. 29947, Stanislaus
County Records; thence along eaid western line, South 00° 30' Eapt,

-+ 60.58 feet; thence South 82¢ 47' 55" West, 155.59 feet to the point of
beginning. -

PARCEL 3:

A1l that portion of Lot 2 of the Fresno Tract, as per map filed March
4, 1803 in Volume 1 of Maps, Page 76, Stanislaus County Records,
described as follows: : o

BEGINNING at the northeast corner of Paxcel A, as shown on a Recoxd of
Survey Map of a portion of Lot 2 of the Fresno Tract, filed July s,
1962 in Volume 9 of Record of Surveys, Page 25, Stanislaus County -
Recoxds; thence along the north line of Parcel "A", South 89° 4g¢' 5o
West 136,63 feet to the true point of beginning; thence continuing . -
along said norxth line South 89° 46! 50" West 120.54 feet; thence South
37° 57' 43" East 166.35 feet to the southwest corner of property
conveyed to the City of Modesto by Deed recorded March 10, 1964 in
Volume 1929 of Official Recoxds, Page 643, as Instruwment No. 9843,
Stanislaus County Records; thence along the west line of the City of
Modesto property as conveyed by Deed above referred to and the
northerly extension of sagd westerly line Noxrth 7° 52! 29" East 132.90
feet, more or less, to the true point of beginning.

PARCEL 4:

All that portion of Lot 2 of the Fresno Tract, as per map filed Maxch
4, 1903 in Voluwme 1 of Maps, Page 76, Stanislaus County Records,
described as follows: -

BEGINNING at the northeast corner of Parcel D, as shown on a Record of
Survey Map of a portion of Lot 2 of the Fresno Tract, filed April 1se,
1954 in Volume 6 of Record of Surveys, Page 53, Staniglaus County
Records; thence North 83° 31' 30" West along the porth line of said
Paxcel D and its westerly extension, a distance of 155.02 feet, more
or less, to the centerline of 'Timothy Avenue, as shown on the Recoxd
of Survey above referred to; thence.North 0° 30' West, along the
northerly extension of said centerline of Timothy Avenue to the .

. Bouthwest cornex of the property conveyed to the City of Modesto by |
Deed recorded March 10, 1964, in Volume 1929 of Official Records, Page
643, as Instrument No., 9843, Stanislaus County Records; thence North
82° 47' S5% East along the south line of the City of Modesto property,
ag conveyed by Deed above referred to, ta the southeaat cormer N
thereof,” said point being on the west line of the property conveyed td
the City of Modesto by Deed recorded October 19, 1960 in Volume 1633
of official Records, Page 695, as Instrument No. 29947, Stanislaus
County Records: thence south along the west line of the City of
Modesto property as conveyed by Deed last above referred to, 71.83
feet, more or less, tao the point of begimming.
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PARCEL 5:

A1l that portion of Lot 2 of the Fresno Tract, as per map filed March-
4, 1903 in Volume 1 of Maps, Page 76, Stanislaus County Records,
described as follows:

COMMENCING at the 3/4 inch iron pipe set for the northeastern corner
of Parcel "A", as per map of Record of Survey filed July 26, 1962 in
Volume 9 of Record of Surveys, Page 25, Btanielaus County Records; .
thence along the northern line of said Parcel YA", South 89° 4gv ot
West, 135.63 feet to the northeastern cornex of the property conveyed
to Chester D. Chawbers by Deed recorded March 10, 1964 in Volume 1929
of Official Records, Page 641, ag Instrument No. 9844, Stanislaus
County Recoxds; thence along the eastern line of the Chambers property
and tge western line of the property conveyed to the City of Modesto
by Deed recorded March 10, 1964 in Volume 1929 of Official Records,
Page 643, as Instrument No, 9843, Stanislaus County Records, South 07°
52% 29% West, 132.90 feet to the southwestern coxrner of the Cit
property as conveyed by Deed above referred to, and the true point of
Jbeginning; thence South 00° 30' 00" East, 48.44 feet, more or less, to
a point on the southern line of property conveyed to Chester D.
Chambera by Deed recorded May 7, 1859, as Inetrument No. 13137,
Stanislaue County Records, said point being on the centerline of the
€0.00 foot Timothy Avenue, as shown on a Record of Suxvey f£iled april
16, 1954 in Volume 6 of Record of Surveys, Fage 53, Stanislaus County
Recoxds; thence along said southern line of the.property conveyed to
Chambers by Deed last above referred to and the north lime of Timothy
Avenue as shown on a Record of Suxvey filed April 16, 1954 in Volume 6
of Record of Surveys, Page 53, Stanislaus County Records, North 88°
30' West, 30.02 feet to a pint on the western line of Timothy Avenue,
as shown on said Record of Surveys; thence along said western line,
North 00° 30' 00" West, 0.52 feet; thence along a tangent curve
concave to the southwest having a radius of 15.00 feet, a centra)l
angle of 46° 11' 13" and an arc length of 12.09 feet to a point of
reverse curvature from which a radial line bears Noxrth 43° 18' 47
Eagt; thence along said reverse curve concave to the east, having a
radius of 50.00 feet, a central angle of 98° 43! 30" and an arc gength
of 86.15 feet; thence along a radial line, South 37°¢ §7!' 43" East,
50.00 feet to the southwest corner of the progerty conveyed to the
City of Modesto by the Deed referred to and the true point of
beginning.



$62,275,000
MODESTO PUBLIC FINANCING AUTHORITY

LEASE REVENUE REFUNDING AND CAPITAL IMPROVEMENT BONDS

SERIES 2007

CERTIFICATE REGARDING LEASE/PURCHASE
AGREEMENT, SITE LEASES AND FACILITIES LEASES

I, Jean Morris, hereby certify that I am the Secretary of the Commission of the

Modesto Public Financing Authority (the “Authority”), a joint exercise of powers authority
organized under the laws of the State of California, and that as such I am authorized to execute
this Certificate on behalf of the Authority.

I hereby further certify that there is attached hereto full, true and correct copies of

the following documents:

1.

Lease/Purchase Agreement, dated as of March 1, 1998, as amended by
Amendment No.1 to Lease/Purchase Agreement, dated June 15, 2000 and
Amendment No. 2 to Lease/Purchase Agreement, dated October 15, 2002 (as so
amended, the “1998 Lease”), each by and between the Authority and the City.

Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public
Properties), dated as of March 1, 1998, as amended by Amendment No. 1 to Site
Lease, dated October 15, 2002 (as so amended, the “Miscellaneous Site Lease™),
each by and between the Authority and the City.

Site Lease (Parking Garage), dated as of March 1, 1998, as amended by
Amendment No. 1 to Site Lease, dated June 15, 2000 (as so amended, the
“Parking Garage Site Lease”), each by and between the Authority and the
Redevelopment Agency of the City of Modesto.

Facilities Lease (Communications Dispatch Center), dated as of March 1, 1998
(the “Dispatch Lease”) by and between the Authority and the City.

Facilities Lease (City-County Administration Building), dated as of March 1,
1998 (the “Administration Building Lease”) by and between the Authority and
the City-County Capital Improvements and Financing Agency.

I hereby further certify that the 1998 Lease, the Miscellaneous Site Lease, the

Parking Garage Site Lease, the Dispatch Lease and the Administration Building Lease have not
been amended, rescinded or modified, and are now in full force and effect.

SF1 1451050 47922/34



IN WITNESS WHEREOF, I have hereunto set my hand as of the date set forth herein.

Dated: April 18, 2007

SF1 1451050 47922/34

MODESTO PUBLIC FINANCING AUTHORITY

Morris

By: C
U

Jean Morris
Secretary
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between the

MODESTO PUBLIC FINANCING AUTHORITY
as Lessor

and the

CITY OF MODESTO
as Lessee
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LEASE/PURCHASE AGREEMENT

THIS LEASE/PURCHASE AGREEMENT, dated as of March 1, 1998, by and between
the MODESTO PUBLIC FINANCING AUTHORITY, a joint powers agency duly organized and
existing under the laws of the State of California, as lessor (the "Lessor"), and the CITY OF
MODESTO, California, a charter city and a municipal corporation duly organized and existing
under the laws of the State of California, as lessee (the "Lessee");

WHEREAS, the Lessor is authorized to issue its obligation pursuant to the Marks-Roos
Local Bond Pooling Act of 1985, constituting Article 4, Chapter 5, Division 7, Title 1
(commencing with Section 6584) of the California Government Code, as amended (the "Act"),
for its purposes, including providing funds under a program to finance or refinance the "Cost"
of various "Public Capital Improvements" (within the respective meanings of such terms in

Sections 6585(d) and (g) of the Act); and

WHEREAS, the Lessee is a "local agency" (within the meaning of such term in
Section 6585(f) of the Act, a "Local Agency") and intends to undertake, in conjunction with the
City-County Capital Improvements and Financing Agency (the "Financing Agency"), and the
Redevelopment Agency of the City of Modesto (the "Redevelopment Agency"), the acquisition,
construction and/or installation of certain public capital improvements, all as more fully described
in Exhibit D hereto (each a Component of the Project and together with other improvements, the
"Project") which facilities are Public Capital Improvements under the Act; and

WHEREAS, in conjunction with the financing of the Project, the Lessee has determined
to advance refund its Certificates of Participation (Capital Improvements Projects), which are
currently outstanding in the aggregate principal amount of $3,250,000 (the "1986 Certificates");

and

WHEREAS, in furtherance of the Project and the advance refunding of the 1986
Certificates, the Lessee and the Redevelopment Agency have entered into Site Leases (recorded
concurrently herewith), each dated the date hereof, with the Lessor (collectively, the "Site
Leases") wherein the Lessee and the Redevelopment Agency, respectively, will lease to the Lessor
certain real property (individually a "Site" and collectively, the "Sites"); and

WHEREAS, in furtherance of the Project, the Financing Agency will lease to the Lessor
rights of the Lessee consisting of the exclusive use and possession of certain air space, together
with the use of common areas, in the administrative facilities to be constructed on the City
County Administration Building Site pursuant to a Facility Lease, dated the date hereof, by and
between the Lessor the Financing Agency; and

85260\00010\74857.12



ey

Py

WHEREAS, the Lessee will lease to the Lessor its one-half undivided interest in the
Communications Dispatch Center, together with rights and interests of the Lessee to the use of
common areas, pursuant to a Facility Lease (collectively, such facility leases are referred to herein
as the "Facility Leases"), dated the date hereof, by and between the Lessee and the Lessor; and

WHEREAS, the Lessor proposes to lease the Sites, together with the Components of the
Project to be constructed and/or installed on the Sites, to the Lessee (collectively, the "Leased
Property") and the Lessee proposes to lease the Leased Property from the Lessor, pursuant to and

in accordance with the terms of this Lease; and

WHEREAS, in order to provide funds to finance the costs of the acquisition and

construction of Components of the Project, together with the advance refunding of the 1986.

Certificates, the Lessor has authorized the issuance of its Lease Revenue Bonds, Series 1998
(Capital Improvements and Refinancing Project) in an aggregate principal amount not to exceed
$61,430,000; and

WHEREAS, the Bonds will be issued and secured under a Trust Indenture (the
"Indenture"), dated as of March 1, 1998, between the Lessor and Harris Trust Company of

California, as trustee (the "Trustee"); and

WHEREAS, pursuant to the Reimbursement Agreement, the Redevelopment Agency is
obligated to pay to the Lessee the costs of the Component of the Project constituting the public
parking garage, together with related improvements, as more fully described on Exhibit D hereto;

and

WHEREAS, the Lessee has found and determined that the Leased Property as of the dated
date hereof has fair value sufficient to make certain Lease Payments (as hereinafter defined) as
set forth in Section 4.3 hereof; and

WHEREAS, the Lessor has assigned all of its rights, title and interest under this Lease
to the Trustee under the Indenture as security for the Bonds;

NOW, THEREFORE, in consideration of the above premises and of the mutual covenants
hereinafter contained and for other good and valuable consideration, the parties hereto agree as

follows:
ARTICLE I
DEFINITIONS AND EXHIBITS
SECTION 1.1 Definitions and Rules of Construction. Unless defined herein, or the
context otherwise requires, the capitalized terms used herein shall for all purposes of this Lease

have the meanings specified in the Indenture. Unless the context otherwise indicates, words
importing the singular number shall include the plural number and vice versa. The terms
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"hereby", "hereof", "hereto", "herein", "hereunder" and any similar terms, as used in this Lease,
refer to this Lease as a whole.

"Authorized Representative of the Lessee" means the City Manager or the Finance
Director or any other person designated by the Governing Body of the Lessee to act on behalf
of the Lessee under or with respect to this Lease, or with respect to the construction of the City-
County Administration Building or the Communications Dispatch Center, the Project
Administrator (as such term is defined in the Master Agreement), or designee thereof, as such

person has been appointed by the Financing Agency.

"Bond Insurer" means Ambac Assurance Corporation, a Wisconsin-domiciled stock
insurance company.

"Certificate of Completion" means, with respect to each Component of the Project, a
certificate of the Authorized Representative of the Lessee certifying that such component of
Project has been acquired, constructed, rehabilitated, remodeled, installed and accepted by the

Lessee, and that all Project Costs therefor have been paid.

"Components of the Project" means the Components of the Project as set forth on Exhibit
D hereto.

"Contractors" means the contractors or vendors from whom the Lessee has ordered or
caused to be ordered or with whom the Lessee has contracted or caused to be contracted for the
acquisition, construction, rehabilitation, remodeling and installation of the Project.

"Costs" means the price paid or to be paid for the acquisition, construction, rehabilitation,
remodeling or installation of each Component of the Project and related equipment, in accordance
with the purchase order or contract therefor. Costs include the costs of site preparation necessary
for the installation of each Component of the Project, as well as the administrative, engineering,
legal, financial and other costs incurred by the Lessee (or entities performing such work for or
on behalf of the Lessee), the Lessor (on behalf of the Lessee) and the Contractors in connection
with the acquisition, construction, delivery, installation and financing of each Component of the

Project.

"County" means the County of Stanislaus, California, a political subdivision organized and
existing by virtue of the laws of the State of California.

"Dated Date" means March 1, 1998.

"Facility Leases" means the (i) Facility Lease (City-County Building), dated the date
hereof, by and between the Financing Agency and the Lessor, relating to the lease of the Lessee’s
interest in the City-County Administration Building, together with its interests in the use of
common areas, and (ii) Facility Lease (Communications Dispatch Center), dated the date hereof,
by and between the Lessee and the Lessor, relating to the lease of the Lessee’s undivided one-half
interest in use of the Communications Dispatch Center, including the Lessee’s undivided one-half
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interest in the Communications Center Site, together with its interests in the use of common
areas.

"Financing Agency" means the City-County Capital Improvements and Financing Agency,
duly organized and existing under a Joint Exercise of Powers Agreement, dated December 17,

1996, by and between the County of Stanislaus and the Lessee.

"Governing Body" means the City Council of the Lessee.

"Insurance Consultant" means any independent, qualified person or firm reasonably
believed by the Lessee to be knowledgeable with respect to insurance carried by, required for and
available to the City of Modesto, including a pooled self-insurance program in which premiums
are established on the basis of the recommendation of an actuary of national reputation.

"Lease" means this Lease/Purchase Agreement, including all Exhibits hereto, and any duly
authorized and executed amendment or supplement hereto.

"Lease Payment" means any paym