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Authority for Issuance. The bonds captioned above (the "2008 Bonds") are being issued by the City of Beverly
Hills Public Financing Authority (the “Authority”) under a resolution adopted by the Board of Directors of the Authority
on March , 2008, and an Indenture of Trust dated as of April 1, 2008 (the "Indenture"), between the Authority
and U.S. Bank National Association, as trustee for the 2008 Bonds (the "Trustee”). Under this authority, the 2008
Bonds may be issued in a principal amount not to exceed $20,000,000. See "THE 2008 BONDS — Authority for
issuance.”

Use of Proceeds. The 2008 Bonds are being issued to provide funds to {i) refund on a current basis an
outstanding issue of the Authority's bonds captioned “City of Beverly Hills Public Financing Authority Wastewater
Revenue Refunding Bonds, Series 1998A" (the "1998 Bonds"), {ii) provide a reserve account for the 2008 Bonds, and
(iii) pay the costs of issuing the 2008 Bonds. See “FINANCING PLAN,

Security for the 2008 Bonds. Under the Indenture, the 2008 Bonds are payable from and secured by a first
pledge of and lien on “Revenues” received by the Authority under an Instaliment Sale Agreement dated as of April 1,
2008 (the “Instalment Sale Agreement"), between the City of Beverly Hills (the “City") and the Authority, consisting
primarily of installment payments (the “Installment Payments”) made by the City under the Installment Sale
Agreement. The City’s Installment Payments are payable from and secured by “Net Revenues” of the Wastewater
Enterprise, which are generally defined as “Gross Revenues” received from the Wastewater Enterprise minus the
amount required to pay all “Operation and Maintenance Costs” of the Wastewater Enterprise. The 2008 Bonds are
also secured by certain funds on deposit under the Indenture. See "SECURITY FOR THE BONDS."

Parity Obligations. The City may issue or incur additional obligations and bonds on parity with or subordinate to
the Installment Payments, provided that the conditions set forth in the installment Sale Agreement are met. See
“SECURITY FOR THE BONDS - Additional Debt” The City is also currently obligated to make instaliment
payments as the purchase price under an installment sale agreement dated as of September 1, 1998, entered into
between the Authority and the City in connection with the issuance of the 1998 Bonds, but that obligation will be
satisfied upon the issuance of the 2008 Bonds and concurrent defeasance of the 1998 Bonds. See "FINANCING
PLAN”

Bond Terms; Book-Entry Only. The 2008 Bonds will bear interest at the rates shown on the inside cover page,
payable semiannually on June 1 and December 1 of each year, commencing on June 1, 2008, and will be issued in
fully registered form without coupons in the denomination of $5,000 or any integral muliiple of $5,000. The 2008
Bonds will be issued in book-entry only form, initially registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York ("DTC"). Purchasers of the 2008 Bonds will not receive certificates
representing their interests in the 2008 Bonds. Payments of the principal of, premium, if any, and interest on the
2008 Bonds will be made to DTC, which is obligated in turn to remit such principal, premium, if any, and interest to its
DTC Participants for subsequent disbursement to the beneficial owners of the 2008 Bonds. See “THE 2008 BONDS
— General Provisions."

Redemption. The 2008 Bonds are subject to opfional redemption, mandatory redemption from
insurance, sale or condemnation proceeds, and mandatory sinking fund redemption prior to maturify. See
“THE 2008 BONDS - Redemption.”



NEITHER THE 2008 BONDS, NOR THE OBLIGATION OF THE AUTHORITY TCG PAY PRINCIPAL OF OR
INTEREST THEREON, NOR THE OBLIGATION OF THE CITY TO MAKE THE 2008 INSTALLMENT PAYMENTS,
CONSTITUTE A BEBT OR A LIABILITY OF THE AUTHORITY, THE CITY, THE STATE OF CALIFORNIA OR ANY
CF ITS POLITICAL SUBDBIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL LIMITATION ON
INDEBTEDNESS, OR A PLEDGE OF THE FULL FAITH AND CREDIT CF THE CITY. THE 2008 BONDS ARE
SECURED SOLELY BY THE PLEDGE OF REVENUES AND CERTAIN FUNDS HELD UNDER THE INDENTURE.
THE 2008 BONDS ARE NOT SECURED BY A PLEDGE OF THE TAXING POWER OF THE CITY.

MATURITY SCHEDULE
(see inside cover)

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY. IT IS NOT A
SUMMARY OF THIS ISSUE OF BONDS. INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO
OBTAIN INFORMATION ESSENTIAL TO THE MAKING OF AN INFORMED INVESTMENT DECISION WITH
RESPECT TO THE PURCHASE OF THE 2008 BONDS.

The 2008 Bonds are offered when, as and if issued and received by the Underwriters and subject to the approval
as to their legality by Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel. Certain
legal matters will alsc be passed upon for the Authority and the City by Jones Mall, A Professional Law Corporation,
as Disclosure Counsel. Certain legal matters will be passed upon for the City by the City Attorney and for the
Underwriters by Fulbright & Jaworski L.L.P., Los Angeles, California. It is anticipated that the 2008 Bonds will be
delivered in book-entry form through the facilities of DTC on or about April __, 2008.

De La Rosa Bear, Stearns & Co. Inc.
The date of this Official Statement is: , 2008.

* Preliminary; subject o change.



MATURITY SCHEDULE~*

$ Serial Bonds
{Base CUSIPT: )
Maturity Principal Interest
{June 1) Amount Rate Yield Price CUSIPT
$__ _ % Term Bond due June 1, 20__, Price: __% CUSIPt No. _

T Copyright 2008, American Bankers Association. CUSIP data herein are provided by Standard & Poor's CUSIP Service Bureau, a
division of The McGraw-Hill Companies, Inc., and are provided for convenience of reference only, Neither the City, the Authority nor
the Underwriters assume any rasponsibility for the accuracy of these CUSIP data.

* Preliminary; subject to change
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

Use of Official Statement. This Official Statement is submitted in connection with the sale of the 2008
Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other purpose.
This Official Statement is not to be construed as a coniract with the purchasers of the 2008 Bonds.

Estimates and Forecasts. When used in this Official Statement and in any continuing disclosure by the
City, in any press release and in any oral statement made with the approval of an authcrized officer of the
City, the words or phrases “will likely result,” “are expecied to”, "“will continue”, “is anticipated”, “estimate”,
“project,” “forecast”, “expect”, “intend” and similar expressions identify “forward looking statements” within
the meaning of the Private Securities Litigation Reform Act of 1895. Such statements are subject to risks
and uncertainties that could cause actual results to differ materially from those contemplated in such
forward-looking statements. Any forecast is subject o such uncertainties. Inevitably, some assumptions
used to develop the forecasts will not be realized and unanticipated events and circumstances may occur.
Therefore, there are likely {o be differences between forecasts and actual results, and those differences
may be material. The information and expressions of opinion herein are subject fo change without notice,
and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, give rise o any implication that there has been no change in the affairs of the City since
the date hereof.

Limit of Offering. No dealer, broker, salesperson or other person has been authorized by the City or the
Underwriters to give any information or to make any representations other than those contained herein
and, if given or made, such other information or representation must not be relied upon as having been
authorized by any of the foregoing. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of the 2008 Bonds by a person in any jurisdiction
in which it is unlawful for such person to make such an offer, solicitation or sale.

Limited Scope of Information. The City has obtained certain information set forth herein from sources
which are believed to be reliable. The information and expressions of opinions herein are subject to
change without notice and nelther delivery of this Official Statement nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the City
since the date hereof. All summaries of or references to the documents referred to in this Official
Statement are made subject to the provisions of such documents and do not purport to be complete
statements of any or all of such provisions. All capitalized terms used herein, unless noted otherwise,
have the meanings given in the Indenture.

The Underwriters have provided the following sentence for inclusion in this Official Statement: The
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of,
their responsibiliies to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of
such information.

Stabilization of Prices. In connection with this offering, the Underwriters may overaliot or effect
transactions which stabilize or mainiain the market price of the 2008 Bonds at a level above that which
might otherwise prevail in the open market. Such stabilizing, if commenced, may be discontinued at any
time. The Underwriters may offer and sell the 2008 Bonds to certain dealers and others at prices lower
than the public offering prices set forth on the cover page hereof and said public offering prices may be
changed from time to time by the Underwriters.

THE 2008 BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, IN RELIANCE UPON AN EXCEPTION FROM THE REGISTRATION REQUIREMENTS
CONTAINED IN SUCH ACT. THE 2008 BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED
UNDER THE SECURITIES LAWS OF ANY STATE.
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OFFICIAL STATEMENT

$ %
CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY
2008 Wastewater Revenue Refunding Bonds, Series A

INTRODUCTION

This introduction is not a summary of this Official Statement. It is only a brief description
of and guide to, and is qualified by, more complete and detailed information contained in the
entire Official Statement, including the cover page and appendices herefo, and the documents
summarized or described herein. A full review should be made of the entire Official Statement.
The offering of the 2008 Bonds fo potential investors is made only by means of the entire
Official Statement.

Capitalized terms used but not defined in this Official Statement have the meanings set
forth in the Indenture (as defined below). See "APPENDIX A.”

Authority for Issuance. The City of Beverly Hills Public Financing Authority (the
“Authority”) is issuing the bonds captioned above (the “2008 Bonds”) under the following:

(a) Article 4 of Chapter 5, Division 7, Title 1 of the Government Code of the
State of California, commencing with Section 6584 (the “Bond Law”),

(b) resolutions adopted by the Board of Directors (the “‘Board”) of the
Authority on March ___, 2008 (the "Authority Resolution®), and by the City Council (the
“City Council”) of the City of Beverly Hills (the "City”) on March ____, 2008 (the “City
Resolution™), and

(c) an Installment Sale Agreement dated as of April 1, 2008 (the “Installment
Sale Agreement”), between the Authority and the City, and an Indenture of Trust dated
as of April 1, 2008 (the “Indenture”), between the Authority and U.S. Bank National
Association, as trustee (the “Trustee”™).

Form of Bonds; Book-Entry Only. The 2008 Bonds will be issued in fully registered
form, registered in the name of The Depository Trust Company, New York, New York ("DTC”"),
or its nominee, which will act as securities depository for the 2008 Bonds. Purchasers of the
2008 Bonds will not receive certificates representing the 2008 Bonds that are purchased. See

* Preliminary; subject to change.



“THE 2008 BONDS - Book-Entry Only System” and "APPENDIX F — DTC AND THE BOOK-
ENTRY ONLY SYSTEM."

Purpose of the 2008 Bonds. The 2008 Bonds are being issued to provide funds fo:

(i} refund on a current basis an outstanding issue of the Authority’s bonds
captioned “City of Beverly Hills Public Financing Authority Wastewater Revenue
Refunding Bonds, Series 1998A" (the “1998 Bonds"),

(if} provide a reserve account for the 2008 Bonds, and
(i) pay the costs of issuing the 2008 Bonds.
See "FINANCING PLAN."

Security for the 2008 Bonds and Pledge of Revenues. Under the Indenture, the 2008
Bonds are payable from and secured by a first pledge of and lien on "Revenues” received by
the Authority under the Installment Sale Agreement, consisting primarily of installment payments
(the “Installment Payments”) made by the City under the Installment Sale Agreement.

The City’s Instaliment Payments are payable from and secured by “Net Revenues” of
the Wastewater Enterprise, which are generally defined as “Gross Revenues” received from
the Wastewater Enterprise minus the amount required to pay all “Operation and Maintenance
Costs” of the Wastewater Enterprise. See “SECURITY FOR THE BONDS.”

The Wastewater Enferprise. The "Wastewater Enterprise’ means the entire
wastewater system of the City now existing or hereafter acquired by lease, contract purchase or
otherwise or constructed by the City. The Wastewater Enterprise currently includes
approximately 80 miles of underground sewer lines. The City contracts with the City of Los
Angeles for the fransportaiion, treaiment and disposal of effluent af the Hyperion Plant (as
defined herein). See “THE WASTEWATER ENTERPRISE.”

Rate Covenants. The City will make the certain covenants in the installment Sale
Agreement with respect to rates and charges for the Wastewater Enterprise, all as further
described under "SECURITY FOR THE BONDS - Rate Covenants.”

Parity Obligations. The City may issue or incur additional obligations and bonds on a
parity with or subordinate to the Installment Payments, provided that the conditions set forth in
the Installment Sale Agreement are met. See "SECURITY FOR THE BONDS - Additional
Debt” and "WASTEWATER ENTERPRISE FINANCIAL INFORMATION — Ouistanding and
Anticipated Wastewater Enterprise Obligations.”

The City is currently obligated fo make installment payments as the purchase price
under an installment sale agreement dated as of September 1, 1998 (the “1998 Installment
Sale Agreement”), eniered into between the Authority and the City in connection with the
issuance of the 1998 Bonds, but that obligation will be satisfied upon the issuance of the 2008
Bonds and concurrent defeasance of the 1998 Bonds. See “FINANCING PLAN."

Reserve Account. A Reserve Account will be established and available if there are
insufficient amounts in the Bond Fund to make payment on the 2008 Bonds. Upon delivery of
the 2008 Bonds, the Authority will meet the "Reserve Requirement” (described herein) by



depositing a portion of the proceeds of the 2008 Bonds with the Trustee at closing. See
"SECURITY FOR THE BONDS — Reserve Account.”

Risks of Investment. The 2008 Bonds are repayable only from certain money available
to the City from the Wastewater Enterprise. For a discussion of some of the risks associated
with the purchase of the 2008 Bonds, see "BOND OWNERS’ RISKS.”

NEITHER THE 2008 BONDS, THE OBLIGATION OF THE AUTHORITY TO PAY
PRINCIPAL OF OR INTEREST THEREON, NOR THE OBLIGATION OF THE CITY TO MAKE
THE 2008 INSTALLMENT PAYMENTS, CONSTITUTE A DEBT OR A LIABILITY OF THE
AUTHORITY, THE CITY, THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL
SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL LIMITATION ON
INDEBTEDNESS, OR A PLEDGE OF THE FULL FAITH AND CREDIT OF THE CITY. THE
2008 BONDS ARE SECURED SOLELY BY THE PLEDGE OF REVENUES AND CERTAIN
FUNDS HELD UNDER THE INDENTURE. THE 2008 BONDS ARE NOT SECURED BY A
PLEDGE OF THE TAXING POWER OF THE CITY.



FINANCING PLAN
Refunding Plan

The Authority will apply a portion of the proceeds from the sale of the 2008 Bonds to
establish an irrevocable escrow to refund and legally defease, on a current basis, the 1998
Bonds, which are currently outstanding in the principal amount of $18,035,000.

A portion of the proceeds of the 2008 Bonds will be transferred to U.S. Bank National
Association, acting as escrow agent (the “Escrow Agent’) for the 1998 Bonds under
Irrevocable Refunding Instructions {the “Refunding Instructions”), dated as of April 1, 2008,
given by the Authority to the Escrow Agent.

The amounts deposited from the proceeds of the 2008 Bonds, together with certain
other available moneys, will be held by the Escrow Agent under the Refunding Instructions and
invested in noncallable “Federal Securities” (as described in the Refunding Instructions)
consisting of United States Treasury Securities—State and Local Government Series (SLGS),
the principal of and interest on which, when received, will be sufficient to (a) pay regularly
scheduled debt service on the 1998 Bonds on June 1, 2008, and (b) redeem the 1988 Bonds
maturing on and after June 1, 2009, on June 1, 2008, at a redemption price equal to 101% of
the principal amount thereof plus accrued and unpaid interest thereon. See “VERIFICATION
OF MATHEMATICAL COMPUTATIONS.”



Estimated Sources and Uses of Funds

The estimated sources and uses of funds relating to the 2008 Bonds are as follows;

Sources:

Principal Amount of 2008 Bonds 3
Plus Original Issue Premium

Plus Funds Relaied to 1998 Bonds

Less Underwriters' Discount

TOTAL SOURCES $
Uses:
Deposit to Reserve Account of the Bond Fund [1] $

BPeposit to Costs of Issuance Fund 2]
Deposit to Escrow Fund [3]

TOTAL USES $

{11 Egual to the Reserve Requirement with respect to the 2008 Bonds at Closing.
See “SECURITY FOR THE BONDS —~ Reserve Account.”

2] Represents funds to be used to pay Costs of Issuance, which include legal

fees, financial advisor's fee, printing costs, rating agency fees and other
miscellaneous expenses.

[3] Represents funds to be fransferred to the Escrow Agent and deposited in the
Escrow Fund to be established under the Refunding Instructions, which will be
used to refund and defease the 1998 Bonds. See “~ Refunding Plan” above.



DEBT SERVICE SCHEDULE

The table below shows annual debt service payments on the 2008 Bonds.

Total 2008
Year Ending| 2008 Bonds 2008 Bonds Bonds
June 1 Principal Interest Debt Service

2008
2009
2010
2011

2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

2022
2023
2024
2025
2026
2027
2028
2029
2030
2031

2032
2033
2034
2035
2038
2037
Total:




THE 2008 BONDS
Authority for Issuance

The 2008 Bonds are being issued under the Bond Law, the Authority Resolution (which
was adopted by the Board of the Authority on March , 2008), the City Resolution (which
was adopted by the City Council on March , 2008), the Installment Sale Agreement and
the Indenture. Under the Authority Resolution and the City Resolution, the 2008 Bonds may be
issued in a principal amount not to exceed $20,000,000.

General Provisions

Bond Terms. The 2008 Bonds will be dated their date of delivery and issued in fully
registered form without coupons in denominations of $5,000 or any integral multiple of $5,000.
The 2008 Bonds will mature in the amounts and on the dates, and bear interest at the annual
rates, set forth on the inside cover page of this Official Statement.

Payments of Principal and interest. Interest on the 2008 Bonds will be payable on
June 1 and December 1 in each year, beginning June 1, 2008 (each an "Interest Payment
Date").

While the 2008 Bonds are subject to the book-eniry system, the principal, interest and
any prepayment premium with respect to the 2008 Bonds will be paid by the Trustee to DTC for
subsequent disbursement to beneficial owners of the 2008 Bonds. See “~ Book-Entry Only
System” below.

Interest is payable on each Interest Payment Date to the persons in whose names the
ownership of the 2008 Bonds is registered on the Registration Books at the close of business on
the immediately preceding Record Date, except as provided below. Interest on any 2008 Bond
which is not punctually paid or duly provided for on any Interest Payment Date is payable fo the
person in whose name the ownership of such 2008 Bond is registered on the Registration
Books at the close of business on a special record date for the payment of such defaulted
interest to be fixed by the Trustee, notice of which is given to such Owner by first-class mail not
less than 10 days prior to such special record date.

The Trustee will pay interest on the 2008 Bonds by check of the Trustee mailed by first
class mail, postage prepaid, on each Interest Payment Date fo the Owners of the 2008 Bonds at
their respective addresses shown on the Registration Books as of the close of business on the
preceding Record Date. At the written request of the Owner of 2008 Bonds in an aggregate
principal amount of at least $1,000,000, which written request is on file with the Trustee as of
any Record Date, the Trustee will pay interest on such 2008 Bonds on each succeeding Interest
Payment Date by wire transfer in immediately available funds to such account of a financial
institution within the United States of America as specified in such written request, which written
request will remain in effect until rescinded in writing by the Owner.

The Trustee will pay principal of the 2008 Bonds in lawful money of the United States of
America by check of the Trustee upon presentation and surrender thereof at the Office of the
Trustee.



Calculation of Interest. Interest on the 2008 Bonds is payable from the Interest
Payment Date next preceding the date of authentication thereof unless:

{(a) a 2008 Bond is authenticated on or before an Interest Payment Date and after
the close of business on the preceding Record Date, in which event it will bear interest from
such Interest Payment Date,

(b) a 2008 Bond is authenticated on or before the first Record Date, in which event
interest thereon will be payable from the Closing Date, or

(c) interest on any 2008 Bond is in default as of the date of authentication thereof, in
which event interest thereon will be payable from the date to which interest has been paid in full,
payable on each Interest Payment Date.

Transfer, Registration and Exchange

See "APPENDIX A — Summary of Principal Legal Documents” for a description of the
provisions of the indenture relating to the transfer, registration and exchange of the 2008 Bonds.

Redemption’

Optional Redemption from any Source of Available Funds. The 2008 Bonds
maturing on or before June 1, 20__, are not subject fo optional redemption prior to their
respective stated maturity dates. The 2008 Bonds maturing on or after June 1, 20__, are
subject to redemption in whole, or in part at the Written Request of the Authority, among
maturities on such basis as the Authority may designate and by lot within a maturity, at the
option of the Authority, on any date on or after June 1, 20__, from any available source of funds,
at a redemption price equal to 100% of the principal amount of the 2008 Bonds fo be redeemed,
plus accrued interest to the date of redemption, without premium.

Redemption From Proceeds of Insurance, Sale and Condemnation. The 2008
Bonds are subject to mandatory redemption, on any date, in whole, or in part on a pro rata basis
among maturities, from the net proceeds of insurance, sale or condemnation credited toward
the prepayment of the Installment Payments by the City under the Installment Sale Agreement.
The 2008 Bonds are subject to redemption under this provision at a redemption price equal to
the principal amount represented thereby to be prepaid, without premium, together with accrued
interest represented thereby to the redemption date.

Mandatory Sinking Fund Redemption. The 2008 Bonds maturing on June 1, 20__
(the “Term Bonds"), are subject to mandatory redemption in part by lot, on June 1 in each of
the years as set forth in the following table, from deposits made for such purpose under the
Indenture, at a redemption price equal to the principal amount thereof to be redeemed together
with accrued interest thereon to the redemption date, without premium (or in lieu of redemption
may be purchased as described below), in the aggregate respective principal amounts and on
the respective dates as set forth in the following table.

However, if some but not all of the Term Bonds have been redeemed through optional
redemption or mandatory redemption from proceeds of insurance, sale or condemnation, as
describe above, the total amount of all future payments with respect to such Term Bonds will be

) Preliminary; subject to change.



reduced by the aggregate principal amount of such Term Bonds so redeemed, to be allocated
among such payments in integral multiples of $5,000 as determined by the Authority.

Sinking Fund
Redemption Date Principal Amount
(June 1} To Be Redeemed

20
20
20
20 (Maturity)

Purchase in Lieu of Redemption. In lieu of redemption of the Term Bonds as
described above, amounts on deposit in the Bond Fund (fo the extent not required to be
deposited by the Trustee in the Interest Account or the Principal Account during the current
Bond Year) may also be used and withdrawn by the Authority, upon the Written Request of the
Autherity delivered to the Trustee, at any time for the purchase of such Term Bonds at public or
private sale as and when and at such prices (including brokerage and other charges and
including accrued interest) as the Authority may in its discretion determine. The par amount of
any of such Term Bonds so purchased by the Authority in any twelve-month period ending on
April 1 in any year will be credited tfoward and will reduce the par amount of such Term Bonds
required to be redeemed through mandatory sinking fund redemption under the Indenture on
the next succeeding June 1.

Selection of Bonds for Redemption. Whenever provision is made in the Indenture for
the redemption of less than all of the 2008 Bonds of a single maturity, the Trustee will select the
2008 Bonds of that maturity to be redeemed by lot in any manner which the Trustee in its sole
discretion deems appropriate. For purposes of such selection, the Trustee will treat each 2008
Bond as consisting of separate $5,000 portions and each such portion will be subject to
redemption as if such portion were a separate bond.

Notice of Redemption. The Trustee will mail notice of redemption of the 2008 Bonds
by first class mail, postage prepaid, not less than 30 nor more than 60 days before any
redemption daie, 1o the respective Owners of any 2008 Bonds designated for redemption at
their addresses appearing on the Regisiration Books and to one or more Securities Depositories
and to the Information Services.

Neither the failure to receive any redemption notice nor any defect therein will affect the
sufficiency of the proceedings for redemption of the 2008 Bonds or the cessation of accrual of
interest from and after the redemption date.

Rescission of Redemption Notice. The Authority has the right to rescind any optional
redemption or redemption from proceeds of insurance, sale and condemnation by written notice
to the Trustee on or prior to the date fixed for redemption. Any notice of redemption will be
cancelled and annulied if for any reason funds are not available on the date fixed for redemption
for the payment in full of the Bonds then called for redemption, and such cancellation will not
constitute an Event of Default under the Indenture. The Trustee will mail notice of rescission of
redemption in the same manner notice of redemption was originally provided.

Effect of Redemption. If notice of redemption has been duly given as provided in the
Indenture, and moneys for payment of the redemption price of, together with interest accrued fo
the date fixed for redemption on, including any applicable premium, the Bonds (or portions
thereof) so called for redemption are held by the Trustee, on the redemption date designated in



the redemption notice, then the Bonds (or portions thereof) so called for redemption will become
due and payable, interest on the Bonds so called for redemption will cease to accrue, those
Bonds (or pertions thereof) will cease to be entifled to any benefit or security under the
Indenture, and the Owners of those Bonds will have no rights in respect thereof except to
recelve payment of the redemption price thereof.

Book-Entry Only System

The 2008 Bonds will be issued as fully registered bonds in bock-entry only form,
registered in the name of Cede & Co. as nominee of DTC, and will be available to ultimate
purchasers in the denomination of $5,000 or any integral multiple of $5,000, under the book-
entry system maintained by DTC. While the 2008 Bonds are subject 1o the book-entry system,
the principal, interest and any prepayment premium with respect fo a 2008 Bond will be paid by
the Trustee to DTC, which in turn is obligated to remit such payment to its DTC Participants for
subsequent disbursement to Beneficial Owners of the 2008 Bonds. Purchasers of the 2008
Bonds will not receive cerificates representing their interests therein, which will be held at DTC.

See "APPENDIX F — DTC AND THE BOOK-ENTRY ONLY SYSTEM”" for further
information regarding DTC and the book-entry system.
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SECURITY FOR THE 2008 BONDS

The general fund of the City is not liable and neither the credit nor the taxing power of
the City is pledged for the payment of the principal of and interest on the 2008 Bonds. The
Owners of the 2008 Bonds may not compel the exercise of the taxing power by the Cily or the
forfeiture of its properly. The principal of and inferest on the 2008 Bonds are not a debt of the
Authotity or the Cify, nor a legal or equitable pledge, charge, lien or encumbrance, upon any of
their respective properly, or upon any of their income, receipts, or revenues except the
Revenues and other amounts pledged under the Indenture.

This section provides summaries of the security for the 2008 Bonds and certain
provisions of the Installment Sale Agreement and the Indeniure. See "APPENDIX A -
Summary of Principal Legal Documents” for a more complete summary of the Installment Sale
Agreement and the Indenture. Capitalized terms used but not defined in this section have the
meanings given in APPENDIX A.

Revenues; Pledge of Revenues

Pledge of Revenues and Other Amounts. Subject only io the provisions of the
Indenture permitiing the application thereof for the purposes and on the terms and conditions
set forth therein, all of the Revenues and all amounts held in any fund or account established
under the Indenture are pledged to secure the payment of the principal of and interest and
premium (if any) on the 2008 Bonds and any Outstanding Additional Bonds (collectively, the
“Bonds") in accordance with their terms and the provisions of the Indenture.

This pledge constitutes a lien on and security interest in the Revenues and such
amounts and will attach, be perfected and be valid and binding from and after the Closing Date,
without the need for any physical delivery thereof or further act.

Definition of Revenues. "Revenues” are defined in the Indenture as follows:

(a) all amounts received by the Autherity or the Trustee pursuant or with
respect io the Installment Sale Agreement, including, without limiting the generality of
the foregoing, all of the Installment Payments (including both timely and delinquent
payments, any late charges, and whether paid from any source, but excluding any
Additional Paymenis), prepayments, insurance proceeds, condemnation proceeds, and

(b) all interest, profits or other income derived from the investment of
amounts in any fund or account established pursuant to the Indenture.

Assignment to Trustee. Under the Indenture the Authority will irrevocably transfer,
assign and set over to the Trustee, without recourse to the Authority, all of its rights in the
Installment Sale Agreement (excepting only the Authority’s rights to Additional Payments,
release and indemnification by the City, and the payment of attorneys’ fees and expenses under
the Installment Sale Agreement), including but not limited to all of the Authority’s rights to
receive and collect all of the Installment Payments.

The Trustee is entitled to collect and receive all of the Installment Payments, and any
Installment Payments collected or received by the Authority will be deemed to be held, and to
have been collected or received, by the Authority as the agent of the Trustee and will
immediately he paid by the Authority to the Trustee.
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The Trustee is also entitied to and must, subject o the provisions of the Indenture, take
all steps, actions and proceedings which the Trustee determines to be reasonably necessary in
its judgment to enforce, either jointly with the Authority or separately, all of the rights of the
Authority and all of the obligations of the City under the Instaliment Sale Agreement.

Instaliment Payments; Application of System Revenues

Installment Payments. Under the Installment Sale Agreement, the City will irrevocably
pledge, charge and assign all of the Net Revenues and all moneys on deposit in any of the
funds and accounts established and held by the Trustee under the Indenture to the punctual
payment of the Installment Payments. This pledge, charge and assignment constitute a lien on
the Net Revenues and such other meneys for the payment of the Installment Payments in
accordance with the terms of the Installment Sale Agreement, on a parity with the pledge and
lien which secures any Parity Obligations.

Net Revenues, Gross Revenues and Operation and Maintenance Costis.

“Net Revenues” means, for any period, an amount equal to all of the Gross Revenues
received during such period minus the amount required to pay all Operation and Maintenance
Costs becoming payable during such period.

“Gross Revenues” means all gross charges received for, and all other gross income and
receipts derived by the City from, the ownership and operation of the Wastewater Enterprise or
otherwise arising from the Wastewater Enterprise, including but not limited to investment
earnings.

The term “Gross Revenues® does nof include (a) developer impact fees, (b} the
proceeds of any ad valorem property taxes levied for the purpose of paying general abligation
bonds of the City relating to the Wastewater Enterprise, and (c) the proceeds of any special
assessments or special taxes levied upon real property within any improvement district served
by the City levied for the purpose of paying special assessment bonds or special tax obligations
of the City relating to the Wastewater Enterprise.

“Operation and Maintenance Costs” means the reasconable and necessary costs and
expenses paid by the City for maintaining and operating the Wastewater Enterprise, including
but not limited to:

{a) costs of utilities, including the costs of electricity and other forms of energy
supplied to the Wastewater Enterprise,

(b) the reasonable expenses of management and repair and other costs and
expenses necessary to maintain and preserve the Wastewater Enterprise in good repair
and working order, and

{c) the reasonable administrative costs of the City attributable to the operation
and maintenance of the Wastewater Enterprise, including insurance and other costs
described in the Installment Sale Agreement.

“Operation and Maintenance Costs” do notf include (i) debt service payable on

obligations incurred by the City with respect to the Wastewater Enterprise, including but not
limited to the Installment Payments and any Parity Obligations, (ii) depreciation, replacement

12



and obsolescence charges or reserves therefor, and (iii) amortization of intangibles or other
bookkeeping entries of a similar nature.

Installment Payment Date. Under the Installment Sale Agreement the City is required
to make each Installment Payment with the Trustee by the 3rd Business Day immediately
preceding each Interest Payment Date on the Bonds.

Application of Wastewater Enterprise Revenues. Under the installment Sale
Agreement the City is required to deposit all of the Gross Revenues of the Wastewater
Enterprise in the Wastewater Enterprise Fund (which has been established and is held and
maintained by the City with respect to the Wastewater Enterprise} immediately upon receipt.

The City will apply amounts in the Wastewater Enterprise Fund as set forth in the
Installment Sale Agreement and any Parity Obligation Documents, and will apply amounts on
deposit in the Wastewater Enterprise Fund to pay when due the following amounts in the
following order of priority:

{i) all Operation and Maintenance Costs;

(ii) the Installment Payments and all payments of principal of and interest on
any Parity Obligations;

(iii} to the Trustee the amount of any deficiency in the Reserve Account
established for the Bonds and in any reserve fund established for Parity Obligations, the
notice of which deficiency has been given to the City in accordance with the Indenture
and the related Parity Obligations Documents, respectively;

(iv) any other payments required to comply with the provisions of the
Instaliment Sale Agreement and any Parity Obligations Documents; and

v) any other purposes authorized under the Installment Sale Agreement.

No Preference or Priority. Under the Installment Sale Agreement, payment of the
Installment Payments and the principal of and interest on any Parity Obligations will be made
without preference or priority among the Installment Payments and such Parity Obligations. If
the amount of Net Revenues on deposit in the Wastewater Enterprise Fund is any time
insufficient to enable the City to pay when due the Installment Payments and the principal of
and interest on any Parity Obligations, such payments will be made on a pro rata basis.

Other Uses of Net Revenues Permitted. Under the Installment Sale Agreement the
City will manage, conserve and apply the Gross Revenues on deposit in the Wastewater
Enterprise Fund in such a manner that all deposits required to be made as described above will
be made at the times and in the amounts so required. Subject to the foregoing sentence, so
long as no Event of Default has occurred and is continuing, the City may use and apply moneys
in the Wastewater Enterprise Fund for (i} the payment of any subordinate obligations or any
unsecured obligations, (ii) the acquisition and construction of improvements to the Wastewater
Enterprise, (iii) the prepayment of any other obligations of the City relating to the Wastewater
Enterprise, or (iv) any other lawful purposes of the City.
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Covenant to Budget and Appropriate

During the Term of the Instaliment Sale Agreement, the City is required to adopt all
necessary budgets and make all necessary appropriations of the Installment Payments from the
Net Revenues of the Wastewater Enterprise. If any Installment Payment requires the adoption
by the City of any supplemental budget or appropriation, the City will promptly adopt the same.

The covenants on the part of the City contained in this provision of the Installment Sale
Agreement constitute duties imposed by [aw and i is the duty of each and every public official of
the City to fake such actions and do such things as are required by law in the performance of
the official duty of such officials to enable the City to carry out and perform these covenants and
agreements.

Aliocation of Revenues by Trusiee

Transfers from the Bond Fund. Under the Indenture, on or before each Interest
Payment Date, the Trustee will transfer from the Bond Fund and deposit into the following
respective accounts the following amounts in the following order of priority:

{a) Deposit to Interest Account. The Trustee will deposit in the Interest Account an
amount required to cause the aggregate amount on deposit in the Interest Account to be at least
equal to the amount of interest becoming due and payable on such interest Payment Date on all
Bonds then QOuistanding.

{b) Deposit fo Principal Account. The Trustee will deposit in the Principal Account
an amount required fo cause the aggregate amount on deposit in the Principal Account to equal
the principal amount of the Bonds coming due and payable on each June 1, including the
aggregate principal amount of Term Bonds that are subject to mandatory sinking fund
redemption on that June 1.

(€) Deposit to Reserve Account. The Trustee will deposit in the Reserve Account an
amount, if any, required to cause the amount on deposit in the Reserve Account to be equal to
the Reserve Requirement.

Application of Interest Account. All amounts in the Interest Account will be used and
withdrawn by the Trustee solely for the purpose of paying interest on the Bonds as it comes due
and payable (including accrued interest on any Bends purchased or redeemed prior to maturity).

Application of Principal Account. All amounts in the Principal Account will be used
and withdrawn by the Trustee solely to pay the principal amount of the Bonds on their
respective maturity dates, and the principal amount of Term Bonds that are subject to
mandatory sinking fund redemption on their respective redemption dates.

Reserve Account

General. Under the Indenture, a Reserve Account of the Bond Fund has been
established for the Bonds (the “Reserve Account”), and is held in trust by the Trustee. The
Authority currently intends to satisfy the Reserve Requirement for the 2008 Bonds through the
deposit of a portion of the proceeds of the 2008 Bonds equal fo the Reserve Requirement
concurrently with issuance of the 2008 Bonds.
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Reserve Requirement. The “Reserve Requirement” is defined in the Indenture, as of
the date of calculation by the Authority or the City, as the lesser of the following:

(i) Maximum Annual Debt Service (as defined in the Indenture) on the Bonds
{excluding from the calculation thereof Governmental Loans and Parity Obligations other
than Bonds),

(i) 10% of the total of the proceeds of the Bonds (excluding from the calculation
thereof Governmental Loans and Parity Obligations other than Bonds), and

(ili) 125% of average Annual Debt Service on the Bonds (excluding from the
calculation thereof Governmental Loans and Parity Obligations other than Bonds).

However, in no event may the Authority or the City, in connection with the issuance of
Parity Obligations in the form of Additional Bonds, be obligated to deposit an amount in the
Reserve Account which is in excess of the amount permitted by the applicable provisions of the
Code to be so deposited from the proceeds of tax-exempt bonds without having to restrict the
yield of any investment purchased with any portion of such deposit. If such amount of any
deposit into the Reserve Account is so limited, the Reserve Requirement will, in connection with
the issuance of such Additional Bonds, be increased only by the amount of such deposit.

Application of Reserve Account Generally. All amounts in the Reserve Account will
be used and withdrawn by the Trustee solely for the purpose of

0] paying principal of or interest on the Bonds, including the principal
amount of any Term Bonds subject to mandatory sinking fund redemption, when due
and payable to the extent that moneys deposited in the Interest Account or Principal
Account are not sufficient for such purpose, and

(i) making the final payments of principal of and interest on the Bonds.

If the amounts on deposit in the Reserve Account are insufficient at any time to pay the
full amount of principal of and interest on the Bonds then required to be paid from the Reserve
Account, the Trustee will apply such amounts first, to the payment of interest and second, to the
payment of principal. On the date on which all Bonds are retired under the Indenture or
provision is made therefor under the Indenture, after payment of any amounts then owed to the
Trustee, all moneys then on deposit in the Reserve Account will be withdrawn by the Trustee
and paid to the City as a refund of overpaid Installment Payments.

Transfer of Excess Amounts. If, on any date, moneys on deposit in the Reserve
Account, together with amounts then on deposit in the Bond Fund, are sufficient to pay all
Outstanding Bonds, including all principal thereof, and interest thereon, the Trustee will, at the
Written Request of the Authority, transfer all amounts then on deposit in the Reserve Account,
together with such amounts in the Bond Fund, to the Redemption Fund to be applied to the
optional redemption of the Bonds in accordance with the Indenture.

The Trustee will transfer any amounts on deposit in the Reserve Account in excess of

the Reserve Requirement, including amounts derived from the investment of moneys in the
Reserve Account, fo the Bond Fund.
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Substitution of Qualified Reserve Account Credit Instrument. Under the Indenture,
the Authority will have the right at any time o cause the Trustee to release any cash (including
Permitted Investments) on deposit from the Reserve Account, in whole or in part, by tendering
to the Trustee the following: (1) a “Qualified Reserve Account Credit Instrument” (as defined in
the Indenture), and (2) an opinion of Bond Counsel stating that such release will not, of itself,
cause the interest on the Bonds fo become includable in gross income for purposes of federal
income taxation.

Upon tender of these items to the Trustee, the Trustee will transfer such funds from the
Reserve Account to or upon the direction of the Authority. Prior to the expiration of any
Qualified Reserve Account Credit Instrument, or to the reduction of the rating of the provider
thereof below the rating on the Bonds, the Authority will be obligated either (a) to replace such
Qualified Reserve Account Credit Instrument with a new Qualified Reserve Account Credit
Instrument, or {b) to deposit or cause to be deposited with the Trustee an amount of funds such
that the funds on deposit in the Reserve Account, together with all Qualified Reserve Account
Credit Instruments held by the Trustee, at least equal the Reserve Requirement.

If a Qualified Reserve Account Credit Instrument is available to be drawn upon for only
one or more particular issues of Bonds, a separate subaccount in the Reserve Account may be
established for such issue or issues. In such case, the calculation of the Reserve Requirement
for such issue of Bonds shall be made oniy with respect to such issue, and the calculation of the
Reserve Requirement with respect to all other Bonds will exclude the debt service on such issue
of Bonds.

Additionally, the Reserve Account may be maintained in the form of one combined
Reserve Account or in the form of one or more separate sub-accounts established for the
purpose of holding the proceeds of separate issues of Bonds in conformity with applicabie
provisions of the Code to the extent directed by the Authority or the City in writing to the
Trustee.

Installment Payments as Special Obligation of the City; Obligatiocns Absolute

Special Limited Obligation. The City’s obligation to pay the Installment Payments and
any other amounts coming due and payable under the Installment Sale Agreement is a special
obligation of the City limited solely to the Net Revenues. Under no circumstances is the City
required fo advance moneys derived from any source of income other than the Net Revenues
and other sources specifically identified in the Installment Sale Agreement for the payment of
the Instaliment Payments and such other amounts. No other funds or property of the City are
liable for the payment of the Installment Payments and any other amounts coming due and
payable under the Installment Sale Agreement.

Absolute and Unconditional Obligations. The obligations of the City to pay the
Installment Payments from the Net Revenues and 1o perform and observe the other agreements
contained in the Installment Sale Agreement are absolute and unconditional and are not subject
to any defense or any right of set-off, counterclaim or recoupment arising out of any breach by
the Authority or the Trustee of any obligation to the City or otherwise with respect to the
Wastewater Enterprise, whether under the Installment Sale Agreement or otherwise, or out of
indebtedness or liability at any time owing to the City by the Authority or the Trustee.

No Suspension of Payments or Termination of Installment Sale Agreement. Until

all of the Installment Payments, all of the Additional Payments and all other amounts coming
due and payable under the Installment Sale Agreement are fully paid or prepaid, the City (a) will
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not suspend or discontinue payment of any Installment Payments, Additional Payments or such
other amounts, {b) will perform and observe all other agreements contained in the Installment
Sale Agreement, and (c) will not terminate the Installment Sale Agreement for any cause,
including, without limiting the generality of the foregoing, the occurrence of any acts or
circumstances that may constitute failure of consideration, eviction or constructive eviction,
destruction of or damage to the Wastewater Enterprise, sale of the Wastewater Enterprise, the
taking by eminent domain of title fo or temporary use of any component of the Wastewater
Enterprise, commercial frustration of purpose, any change in the tax law or other laws of the
United States of America or the State of California or any political subdivision of either thereof,
or any failure of the Authority or the Trustee fo perform and observe any agreement, whether
express or implied, or any duty, liability or obligation arising out of or connected with the
Indenture or the Installment Sale Agreement.

No Release of Authority. The foregoing provisions do not release the Authority from
the performance of any of the agreements on its part contained in the instaliment Sale
Agreement or in the Indenture, and if the Authority fails to perform any such agreements, the
City may institute such action against the Authority as the City deems necessary to compel
performance, sc long as such action does not abrogate the obligations of the City contained in
the preceding paragraph. The City may, however, at ifs cost and expense and in its name or in
the name of the Authority, prosecute or defend any action or proceeding or take any other
action involving third persons which the City deems reasonably necessary in order to secure or
protect the City’s rights under the Installment Sale Agreement, and in such event the Authority
will cooperate fully with the City and take such action necessary to effect the substitution of the
City for the Authority in such action or proceeding if the City may request.

Additional Payments

Under the Installment Sale Agreement, in addition to the Installment Payments, the City
is required to pay when due the following amounts fo the following parties:

(i) to the Authority, all costs and expenses incurred by the Authority to
comply with the provisions of the Installment Sale Agreement and the Indenture;

{ii) to the Trustee upon request therefor, all of its fees, costs and expenses
payable as a result of the performance of and compliance with its duties under the
Installment Sale Agreement or under the Indenture or any related documents;

(iii) to the Authority and the Trustee, all amounts required to indemnify the
Autherity and the Trustee under the Instaliment Sale Agreement and the Indenture;

(iv) all costs and expenses of auditors, engineers and accountanis for
professional services relating to the Wastewater Enterprise or the Bonds.

The Additional Payments are payable from, but are not secured by a pledge or lien
upon, the Net Revenues.
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Rate Covenanis

Sum Sufficient. Under the Installment Sale Agreement the City is required to fix,
prescribe, revise and collect rates, fees and charges for the services and facilities furnished by
the Wastewater Enterprise during each Fiscal Year, which are at least sufficient, after making
allowances for contingencies and error in the estimates, {o vield Gross Revenues sufficient to
pay the following amounts in the following order of priority:

(i) All Operation and Maintenance Costs estimated by the City to become
due and payable in such Fiscal Year;

(i) All Installment Payments and all payments of principal of and interest on
any Parity Obligations as they become due and payable during such Fiscal Year, without
preference or priority, except to the extent such Installment Payments or the principal of
and interest on such Parity Obligations are payable from the proceeds of the Bonds or
such Parity Obligations, as applicable, or from any other source of legally available funds
of the City (other than the Gross Revenues} that have been deposited with the Trustee
for such purpose before the beginning of that Fiscal Year;

(ifi) All amounts, if any, required to restore the balance in the Reserve
Account to the full amount of the Reserve Requirement; and

(iv) All payments required to meet any other obligations of the City which are
charges, liens, encumbrances upon, or which are cotherwise payable from, the Gross
Revenues or the Net Revenues during such Fiscal Year, except to the extent other
sources of funds are reserved or encumbered therefore.

Coverage from Net Revenues. |n addition, the City will fix, prescribe, revise and collect
rates, fees and charges for the services and facilities furnished by the Wastewater Enterprise
during each Fiscal Year that are sufficient, after making allowances for contingencies and error
in the estimates, to yield Net Revenues that are at least equal to 125% of the following amounts
for such Fiscal Year:

(i) All Operation and Maintenance Costs estimated by the City to become
due and payable in such Fiscal Year,;

(i) All Installment Payments and all payments of principal of and interest on
any Parity Obligations as they become due and payabie during such Fiscal Year, without
preference or priority, except to the extent such Installment Payments or the principal of
and interest on such Parity Obligations are payable from the proceeds of the Bonds or
such Parity Obligations, as applicable, or from any other source of legally available funds
of the City (other than the Gross Revenues) that have been deposited with the Trustee
far such purpose before the beginning of that Fiscal Year; and

{iif) All amounts, if any, required to restore the balance in the Reserve
Account to the full amount of the Reserve Requirement.
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Additional Debt

Superior and Subordinate Obligations. Under the Installment Sale Agreement, the
City may not issue or incur any additional bonds or other obligations during the Term of the
Installment Sale Agreement having any priority in payment of principal or interest out of the
Gross Revenues or the Net Revenues over the Installment Payments.

Nothing in the Installment Sale Agreement is intended or may be construed to limit or
affect the ability of the City to issue, enter into or incur (a) Governmental Loans payable on a
priority basis to payments due under the Installment Sale Agreement or in connection with any
Parity Obligations, (b) Parity Cbligations, or (¢} obligations which are eiither unsecured or which
are secured by an interest in the Net Revenues which is junior and subordinate to the pledge of
and lien upon the Net Revenues established under the Installment Sale Agreement.

Conditions for Issuance of Parity Obligations. Under the Installment Sale Agreement,
except for obligations incurred to prepay or discharge the Instaliment Payments or any Parity
Obligations, the City may not issue or incur any Parity Obligations during the Term of the
Installment Sale Agreement unless all of the following conditions are satisfied:

(a) No Event of Default has occurred and is continuing.

{b) The Net Revenues, calculated in accordance with sound accounting
principles, as shown by the books of the City for the most recent completed Fiscal Year
for which audited financial statements of the City are available, or for any more recent
consecutive 12-month period selected by the City, in either case verified by a certificate
or opinion of an Independent Accountant or a Fiscal Consultant, plus (at the option of the
City) any Additional Revenues, at least equal 125% of Maximum Annual Debt Service
(including the Parity Obligations then proposed to be issued).

(c) There must be deposited in a reserve fund for the security of such Parity
Obligations an amount equal to the least of (i) the maximum amount of debt service
required to be paid by the City with respect to such Parity Obligations during any Fiscal
Year, (ii) 125% of average annual debt service required to be paid by the City with
respect to such Parity Obligations during each fiscal year, and (iii) 10% of the net
proceeds of such Parity Obligations.

(d) If any of such Parity Obligations related to “Variable Rate Bonds” (as
defined in the Indenture), or a “Swap Agreement” (as defined in the Indenture) is being
entered in connection with the Parity Obligations or the related Variable Rate Bonds, the
Maximum Annual Debt Service on such Variable Rate Bonds will be calculated in
accordance with the definition of Annual Debt Service and of Maximum Annual Debt
Service set forth in the Indenture.

If the Parity Obligations are being issued solely to refund outstanding Parity Obligations,
and the resulting Annual Debt Service for each Bond Year is less than the Annual Debt Service
for each Bond Year prior to the issuance of the refunding Parity Obligations, the City need not
comply with the provisions described in paragraphs (a) and (b) above.

The Parity Obligations may be, but are not required to be, in the form of Supplemental
Agreements, and may, but are not required to, secure the payment of debt service on Bonds.
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“Parity Obligations.” The term "Parity Obligations” is defined in the Indenture as (i)
any bonds, notes, leases, installment sale agreements or other obligations of the City payable
from and secured by a pledge of and lien upon any of the Net Revenues on a parity with the
Installment Payments, entered into or issued under and in accordance with the Installment Sale
Agreement and (ii) any Governmental Loan that is treated as a Parity Obligation under the
Installment Sale Agreement.

“Additional Revenues.” The term “Additional Revenues” is defined in the Indenture as
any or all of the following amounts:

(i An allowance for Net Revenues from any additions or improvements to or
extensions of the Wastewater Enterprise to be made with the proceeds of such Parity
Obligations and also for Net Revenues from any such additions, improvements or
extensions which have been made from moneys from any source but in any case which,
during all or any part of the latest Fiscal Year or for any more recent consecutive 12-
month period selected by the City, were not in service, all in an amount equal to 90% of
the estimated additional average annual Net Revenues to be derived from such
additions, improvements and extensions for the first 36-month period in which each
addition improvement or extension is respectively to be in operation, all as shown by the
certificate or opinion of a qualified independent engineer employed by the City.

(i) An allowance for Net Revenues arising from any increase in the charges
made for service from the Wastewater Enterprise which has been adopted prior to the
incurring of such Parity Obligations but which, during all or any part of the latest Fiscal
Year or for any more recent consecutive 12-month period selected by the City, was not
in effect, in an amount equal to the total amount by which the Net Revenues would have
been increased if such increase in charges had been in effect during the whole of such
Fiscal Year or 12-month period, all as shown by the certificate or opinion of an
independent Accountant or Fiscal Consultant employed by the City.

Conditions for Entering Into Governmental Loans.

(a) The City may borrow money from a Governmental Agency and incur a
Governmental Loan to finance improvements to the Wastewater Enterprise. A Governmental
Loan may be treated as a Parity Obligation for purposes of the Installment Sale Agreement, so
long as the City complies with subsections (a), (b) and (d) under the conditions for issuance of
Parity Obligations described above before incurring the Governmental Loan; the City need not
comply with the provisions of subsection (¢) under the conditions for issuance of Parity
Obligations described above in order for such Governmental Loan to be treated as a Parity
Obligation under the Instaliment Sale Agreement.

{b) (i) A Governmental Agency will not be entitied to be paid from monies then on
hand in the Reserve Account in the event the Net Revenues are ever insufficient to make a
timely payment on any Governmental Loan, and (i) the City may not make a payment on any
Governmental Loan (except as expressly described in subsection (c) below) to the extent it
would have the effect of causing the City to fail to make a timely payment on the Bonds.

{c) It Net Revenues are ever insufficient to pay the full amount of Installment
Payments and other Parity Obligations then Outstanding and such Governmental Loan, the City
will make payments on the Installment Payments and other Parity Obligations and such
Governmental Loan on a pro rata basis.
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The term "Governmental Loan” is defined in the Indenture as any loan made by a
“Governmental Agency” (defined as the State, and the United States of America, acting through
any of its agencies, to the extent that the State or such agency has loaned money to the City for
the Wastewater Enterprise) to the City which is secured by a pledge of Net Revenues and
incurred by the City to finance improvements to the Wastewater Enterprise.

Proceeds of insurance, Sale or Condemnation Awards
Insurance.

(a) Under the Instaliment Sale Agreement the City must at all times maintain with
responsible insurers all such insurance on the Wastewater Enterprise as is customarily
maintained with respect to works and properties of like character against accident to, loss of or
damage to the Wastewater Enterprise. The City will apply any amounts collected from
insurance against accident to or destruction of any portion of the Wastewater Enterprise, at its
option, either (i) to repair or rebuild such damaged or destroyed portion of the Wastewater
Enterprise, or (ii) to prepay on a pro rata basis (A) the Installment Payments on the next
available prepayment date, and (B) any Parity Obligations in accordance with the related Parity
Obligations Documents.

(b) The City must also maintain, with responsible insurers, worker's compensation
insurance and insurance against public liability and property damage to the extent reasonably
necessary to protect the City, the Authority, the Trustee and the Owners of the Bonds.

{c) Any policy of insurance required under this provision may be maintained as part
of or in conjunction with any other insurance coverage carried by the City, and may be
maintained in whole or in part in the form of self-insurance by the City or in the form of the
participation by the City in a joint powers agency or other program providing pooled insurance.

Sale of the Wastewater Enterprise. Except as described below, the City will covenant
in the Installment Sale Agreement that the Wastewater Enterprise will not be encumbered, sold,
leased, pledged, have any charge placed thereon, or otherwise be disposed of, as a whole or
substantially as a whole, if such encumbrance, sale, lease, pledge, charge or other disposition
would materially impair the ability of the City to pay the Installment Payments or the principal of
or interest on any Parity Obligations, or would materially adversely affect its ability to comply
with the terms of the Installment Sale Agreement or any Parity Obligations Documents.

The City may not enter into any agreement which impairs the operation of the
Wastewater Enterprise or any part of it necessary to secure adequate Net Revenues to pay the
Installment Payments or any Parity Obligations, or which otherwise would impair the rights of
the Bond Owners or the Trustee with respect to the Net Revenues.

If any substantial part of the Wastewater Enterprise is sold, the payment therefor must
either (a) be used for the acquisition or construction of improvements to the Wastewater
Enterprise, or (b} be applied on a pro rata basis fo (i} prepay the Installment Payments on the
next available prepayment date, and (ii}) redeem any Parity Obligations in accordance with the
related Parity Obligations Documents.

Condemnation Awards. Any amounts received as awards as a result of the taking of
all or any part of the Wastewater Enterprise by the lawful exercise of eminent domain, if and to
the extent that such right can be exercised against such property of the City, will either (i) be
used for the acquisition or construction of improvements to the Wastewater Enterprise, or (i) be

21



applied on a pro rata basis to (A) prepay the installment Paymenis on the next availabie
prepayment date, and (B) redeem any Parity Obligations in accordance with the related Parity
Obligations Documents,
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THE WASTEWATER ENTERPRISE

Background

The Wastewater Enterprise includes a collection system consisting of 80 miles of
underground sewer lines located entirely within the City. All effluent conveyed by the City's
wastewater collection system are treated and disposed of through the Hyperion Plant, which is
owned and operated by the City of Los Angeles. See "The Hyperion System" below. The
Hyperion System is not a component of the Wastewater Enterprise. The City is responsible for
the operation and maintenance of the local facilities constituting the Wastewater Enterprise but
not the Hyperion Plant.

The Wastewater Enterprise serves an area including the entire City. Because the City is
substantially developed, new growth consists primarily of urban infilf and transitions to more
intensive uses of land. The City anticipates that the Wastewater Enterprise's existing facilities
will be adequate to process the wastewater generated by any anticipated growth.

The Hyperion System

The Hyperion Plant is a major component in the wastewater treatment and disposal
system owned and operated by the City of Los Angeles that serves an area of approximately
600 square miles in the Los Angeles Basin (the "Hyperion System"). The Hypericn Plant
serves the central coastal area of the Los Angeles Basin and portions of the San Fernando
Valley. Two inland plants along the Los Angeles River, the Tillman Water Reclamation Plant
and the Los Angeles--Glendale Water Reclamation Plant also treat wastewater flows, however,
sludge from these latter two facilities is discharged into interceptor sewers and the Hyperion
Plant for additional treatment and disposal.

The Hyperion System currently consists of a series of approximately 6,000 miles of local,
collector and interceptor sewers terminating at the Hyperion Plant. Four major sewers collect
and convey wastewater fo the Hyperion Plant. These sewers are the Central Outfall Sewer, the
North Outfall Sewer, the North Central Outfall Sewer, and the Coastal Interceptor Sewer. The
Wastewater Enterprise has access to the Hyperion Plant through the latter three sewers.

The existing Hyperion Plant, designed for an average flow of 450 million gallons per day,
currently treats an average dry weather flow of approximately 350 million gallons per day. The
Hyperion Plant provides primary and secondary freatment for all effiuent flow, as well as
biosolids handling and biogas generation. All biosolids generated in the Hyperion service area
are freated at the Hyperion Plant, including solids removed from the upstream water reclamation
plants. Hyperion’s biosolids program provides 100% beneficial reuse of biosolids.

City’s Contractual Rights to the Hyperion System

The Wastewater Enterprise delivers wastewater into the Hyperion System for treatment
and disposal under an agreement dated January 19, 1999, between the City and the City of Los
Angeles (the “Hyperion Agreement”). Under the Hyperion Agreement, the City pays the fees
and charges to the City Los Angeles based primarily on fwo components: a system charge
{based on the operation and maintenance costs and capital costs of the Hyperion System,
including capital facilities that may not directly process wastewater generated by the City), and a
facilities charge (which is intended to pay for any net increase in anticipated wastewater
discharge arising from new development, changes in land use, or increase in discharges from
industrial users within the jurisdiction of the City). The City’s charges reflect the flow and quality
of wastewater conveved to the Hyperion System, and the distance from the City's Wastewater
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System to the Hyperion Plant. The City is not limited as to the amount of wastewater it can
discharge into the Hyperion System.

The current term of the Hyperion Agreement expires in 2029. At least two years before
the expiration date, the City and the City of Los Angeles are required to begin good faith
negotiations to extend the relationship between the City and the City of Los Angeles for the
conveyance and freatment of wastewater.

Management and Employee Relations

The City has nine employees assigned directly to the Wastewater Enterprise. Operations
and maintenance of the Wastewater Enterprise are carried out under the general supervision of
the Director of Public Works and Transportation.

David Gustavson has served as the Director of Public Works and Transportation for the
City of Beverly Hills since 2005. Prior to that position, Mr. Gustavson served as Director of
Transportation and Engineering with the City of Beverly Hills beginning in July, 2004. Mr.
Gustavson began work in the Public Works field in 1983 for the Los Angeles County Flood
Control District/Department of Public Works. He worked in various supervisory and
management positions in local government in California until 1987 when he came to the City of
Beverly Hills as a Senior Civil Engineer. Mr. Gustavson is a graduate of the University of lllinois
receiving his Master of Science in 1982. Mr. Gustavson is a member of the American Public
Works Association and the American Water Works Association.

Insurance

The property damage insurance maintained by the City for all City property also covers
the facilities and operation of the Wastewater Enterprise. Property damage insurance is
provided by Allendale Insurance, a commercial carrier and a subsidiary of FM Global, up to a
coverage amount of $222,384,000.

Regulations Governing the Wastewater Enterprise

The City of Los Angeles operates Hyperion Wastewater Treatment Plant under an
NPDES permit, which is regulated by the State Regional Water Quality Control Board. Permits
are issued by the State to enforce the Federal Clean Water Act, ensuring that EPA and State
rules are followed with respect to pollutant levels in the State’s waterways. Failure to comply
with the permitted limits for discharges results in sanctions, which include monetary fines and
orders to cease plant operations.

This NPDES permit describes in detail the terms and conditions under which the City of
Los Angeles must operate ifs treatment of wastewater at all times, as well as the constituents
and their concentrations allowed in the wastewater discharge.

The City contracts with the County of Los Angeles to issue and inspect industrial

Permits, which include heavy industry and grease interceptors. This contract is in compliance
with the City of Los Angeles’s NPDES permit to operate Hyperion.
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Environmental Issues Relating to the Wastewater Enterprise

The City’s Wastewater Enterprise is regulated by the State Water Resources Control
Board under the Wastewater Discharge Requirement (WDR), which is an effort to elevate the
conditions of the state’s wastewater infrastructure and operations to minimize pollution to the
open waterways.

Customer Base

General. The Wastewater System serves an area including the entire City. The average
number of wastewater connections to the Wastewater Enterprise for the five most recent fiscal
years are shown in the following table.

TABLE 1
AVERAGE NUMBER OF CONNECTIONS
Fiscal Years 2001-02 through 2006-07

Average
Number of Percent of
Connections Total

Residential 8,682 89.76%
Commercial 810 8.37
Industrial 32 3.31
Public Agencies 148 1.53
Total: 9672 100.00%

The City is fully developed and as such experiences only minor fluctuations in system
connections as properties are remodeled. The City does not expect the number of connections
to the Wastewater Enterprise to change significantly in future years.

Revenues and Usage. The following table shows wastewater revenue and usage by
type of customer for active wastewater accounts during Fiscal Year 2006-07.

TABLE 2
SUMMARY OF WASTEWATER REVENUES BY USER TYPE
Fiscal Year 2006-07

Revenue
User Type Revenue as % of Toial
Single Family Residential $1,182,487 15.12%
Multifamily Residential 2,184,524 27.93
Commercial 3,981,332 50.21
Industrial 102,156 1.31
Municipal 368,266 4.71
Other 2.016 0.03
Total $7,820,781 100.00%

Source: City of Beverly Hills.
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Largest Users. The following table shows the top ten users of the Wastewater
Enterprise based on revenues during Fiscal Year 2006-07.

TABLE 3
TOP TEN WASTEWATER ENTERPRISE CUSTOMERS
2006-07
Percent of
12 menth Total
Type of Wastewater Wastewater
Customer Property Revenues Revenues

BEVERLY HILTON HOTEL Hotel $249,138.04 3.19%
BEVERLY WILSHIRE HOTEL Hotel $232,763.24 2.98%
BEVERLY HILLS HOTEL Hatel $175,136.02 2.24%
CITY OF BEVERLY HILLS Municipal $164,890.07 2.11%
BELVEDERE HOTEL PARTNERSHIP Hotel $153,093.86 1.96%
ARDEN REALTY INC. Commercial $93,699.48 1.20%
BEVERLY HIiLLS UNIFIED SCHOOL DIST, Municipal $72,329.68 0.92%
U'ERMITAGE BEVERLY HILLS Hotel $68,852.84 0.88%
TISHMAN SPEYER Commercial $59,840.48 0.77%
STERLING, DONALD T. Commercial $58.110.00 0.74%
TOTAL $1,327,853.M 16.98%

Source: City of Beverly Hills

Wastewater Rates and Charges

General. Wastewater rate schedules are adopted by the Mayor and City Council by
ordinance. The principal consideration in designing rate schedules is to assure that the
revenues of the Wastewater Enterprise cover total system expenditures and allow for a
surplus which is used for system replacement.

Current Rate Schedule and Recent Increases. In order fo address decreases in
operating income due to increased operating expenses, the City Council approved a rate
increase of 20%, which became effective July 20, 2007.

Wastewater Revenue Components. The City sets three categories of wastewater
charges:

(@) A minimum bimonthly service charge for all residential and commercial users
("Service Charge™).

(b} A usage charge for commercial users based on the average amount of metered
water used {per 100 cubic feet) at the premises during the billing cycle ("Quality/Quantity
Charge”).

(c) An extra strength wastewater charge applicable to non-residential users discharging
suspended solids and Biological Oxygen Demand greater than 300 mg per liter into the system
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("Quality Surcharge”). Currently, none of the Wastewater Enterprise users are charged the
Quality Surcharge.

TABLE 4
CURRENT RATE SCHEDULE AND INCREASES
Percent

Service Charge 2006-07 200708 Increase
Residential (per unit) [1] $ 3250 $ 39.00 20.00%
Commercial (per meter size) [1]

1inch 44.83 53.80 20.01

1.5 inch 63.85 76.38 19.62

2 inch 1563.30 183.96 20.00

3inch 278.86 334.63 20.00

4 inch 557.73 669.28 20.00

6 inch 1,065.81 1,278.90 19.99
Quality/Quantity Charge per CCF [2] 3.80 4.56 20.00
Quality Surcharge per CCF [3) 0.41 N/A
i Bimonthly Service Charge.
2] One “CCF” equals one hundred cubic feet of domestic strength wastewater.

This charge is applicable to all commercial, industrial and municipal users
and is based on water consumption during the billing cycle.

[3] None of the current users of the Wastewater Enterprise are subject to the
Quality Surcharge.

Source: City of Beverly Hills.

History of Wastewater Rate Increases. The table below is a history of residential
wastewater rates and charges for the past five Fiscal Years.

TABLE 5
HISTORICAL RESIDENTIAL WASTEWATER RATES AND CHARGES
(per Residential Unit)

Fiscal Residential Percent

Year Charges Increase
2003-04 $27.59 12.02%
2004-05 30.95 12.18
2005-06 32.50 5.01
2006-07 32.50 0.00
2007-08 39.00 20.00

Source:  City of Beverly Hills.

Projected Wastewater Rate Increases. As part of its adopted budget, the City
incorporates projected annual wastewater rate increases of 5% for planning purposes.
Although there can be no guarantee that such rate increases with be adopted in the future, the
City currently anticipates that such wastewater rate increases with be considered by the City
Council each year.

Budget Process and Billing Procedures
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As an annual operating practice, the City's Public Works Department provides estimates
of revenues and expendifures for operations to the Finance Department of the Wastewater
Enterprise (including expected contract billings from the City of Los Angeles for the treatment of
effluent at the Hyperion Plant) for the upcoming fiscal year by May of each year. The Finance
Department prepares an analysis of the rates and charges necessary to provide adequate
revenues to the Wastewater Enterprise. These recommendations are included in a report to the
City Council in June of each year. The City Council conducts a review of the proposed budget
and makes such revisions as it deems desirable and adopts a budget by July 1.

The City obtains usage information with respect io the Wastewater Enterprise when it

reads water meters. Wastewater fees are calculated at the same time as water charges and are
included on the bi-monthly water billing.
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WASTEWATER ENTERPRISE FINANCIAL INFORMATION
Financial Statements

A copy of the most recent audited financial statements of the City prepared by Mayer
Hoffman McCann P.C. (the *Auditor”) is included as Appendix B hereto (the “Financial
Statements”). The Auditor's letter concludes that the audited financial statements present
fairly, in all material respects, the financial position of the City as of June 30, 2007 and the
results of its operations and the cash flows of its proprietary fund types for the year then ended
in conformity with generally accepted accounting principles.

The City has not requested nor did the Cily obtain permission from the Auditor to include
the audited financial statements as an appendix to this Official Statement. Accordingly, the
Auditor has not performed any post-audit work on the financial statements.

The summary operating results contained under the caption "“WASTEWATER
ENTERPRISE FINANCIAL INFORMATION -- Historic Operating Results” are derived from
these financial statements and are qualified in their entirety by reference to such statements,
including the notes thereto.

Investments

The City Council annually adopts, by resolution, a statement of investment policy (the
‘Investment Policy”) for the City's funds. The Investment Policy defines the objects and
priorities of the investment program, stressing safety and liquidity of funds, as the highest
priority. The third priority stated by the Investment Policy is the achievement of the maximum
yield possible within the constrainis of the primary objectives.

The Investment Policy permits investment in repurchase agreements in an amount not to
exceed ten million dollars, and only with primary dealers of the Federal Reserve Bank of New
York, for a period not greater than seven days, and for which the market value of the collateral
is not less than the greater of 102% of the funds borrowed against the securities taken by the
City as collateral and the sum of the funds borrowed against the securities plus accrued interest.

The Investment Policy permits investment in reverse repurchase agreements only in
amounts up fo ten million dollars, with primary dealers of the Federal Reserve Bank of New
York with which the City has a current safekeeping agreemeni. The City may not use as
underlying securities in reverse repurchase agreements any security the City has not fully
owned and paid for at least 30 days prior to the reverse repurchase fransaction date. A
maximum of ten percent of the general portfolic may be reversed at any time, the face value of
the collateral is to equal the proceeds received, and the term of the transaction may not exceed
92 days unless a written agreement is in place guaranteeing the minimum earning spread for
the entire period of the sale of the security.

The Investment Policy explicitly recognizes the high degree of risk involved in
investment in derivative products, and permits investment in derivatives only upon resolution of
the City Council acting on advice of the City Treasurer, only for specific financing purposes, and
not in the normal course of managing the portfolio. For each derivative investment the City must
provide a written statement of purpose and objective for the derivative, establish written
monitoring procedures for the derivative, have sufficient expertise and technical resources to
oversee derivative programs, provide sufficiently detailed record keeping systems to allow
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governing bodies, auditors and examiners to determine if the program is functioning in
accordance with established objectives, fully disclose the use of any derivative instruments in all
official statements and other disclosure documents, and be aware of any conflicts of interest
involving the broker or dealer with whom the City is anticipating dealing.

The City Treasurer is charged with the responsibility of custody and investment of
surplus City funds. The City Treasurer is required to submit a monthly investment report to the
City Council that provides a summary of the status of the current investment portfolio and
material transactions entered into during the month.

See "APPENDIX B” for a description of the City's investment portfolio for Fiscal Year
2006-07.

Outstanding and Anticipated Wastewater Enterprise Obligations

No Parity Installment Payments. The City is currently obligated to make instaliment
payments as the purchase price under the 1998 Instaliment Sale Agreement, which was
entered into between the Authority and the City in connection with the issuance of the 1998
Bonds, but that obligation will be satisfied upon the issuance of the 2008 Bonds and concurrent
defeasance of the 1998 Bonds. See "FINANCING PLAN.”

The City has no other outstanding debt payable on a parity with the 2008 Bonds.

No Anticipated Future Indebtedness. The City and the Authority currently anticipate
that future capital needs of the Wastewater Enterprise will be paid from Wastewater Enterprise
revenues and capital reserves.

Future Capital Improvements

The City expects to make the following capital improvements to the Wastewater
Enterprise in the current and the next four Fiscal Years, which are anticipated to be financed
through surplus Wastewater Enterprise revenues.

TABLE 6
FUTURE CAPITAL IMPROVEMENTS
Fiscal Years Ended June 30, 2008 Through June 30, 2012

2007-08 2008-09 2008-10 2010-11 201112 Total
System Repairs $ 660,000 $2,840,500 §$ 220,000 $1,000,000 $1,100,000 $ 5,820,000
Hyperion Plant Capital Contributions 3,000,000 3,100,000 3,200,000 3,300,000 3,400,000 16,000,000
Public Works Asset Management System 36,500 36,500 36,500 36,500 -0- 146.000
Totals $3,696,500 §5,977,000 $3,456,500 $4,336,000 $4,500,000 %$21,966,500

Source: City of Beverly Hills.

Historic Operating Results
The following table is a summary of operating results of the Wastewater Enterprise for

the last five fiscal years. These results have been derived from the City's Comprehensive
Annual Financial Reports.
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TABLE 7
HISTORIC OPERATING RESULTS
FISCAL YEARS ENDED JUNE 30, 2003 THROUGH JUNE 30, 2007

Actual Actual Actual Actual Actual
2003 2004 2005 2006 2007
Qperating revenues -
Sales, service charges & fees $6,528,102  $7,871,955 $7,356,176 $7,604,664 $7.820,781
Operating expenses:
Salaries & employee benefits 524,881 520,771 595,409 551,442 591,941
Maintenance & operation 1,948,959 2,413,195 1,354,151 2,844,430 4,181,305
Depreciation 884,560 953,775 996,582 1,060,699 1,136,953
Amortization of issuance costs - - 83,264 83,263 83,263
Total operating expenses 3,358,400 3,887,741 3,028,406 4,539,834 5,993,462
Operating income {loss) 3,169,702 3,984,214 4,326,770 3,064,830 1,827,319
Nonoperating revenues {expenses):
Investment revenue 235,218 229,809 266,109 390,691 525,404
MNet change fair vaiue of investments 882 (173,245} (73,243) (78,181) 41,537
Interest expense 1,077,472y  (1,041,302) (928,138) (897,055) {864,868)
Other revenue - - - - (3.897)
Total nonoperating
revenues (expenses) (841,372) {984,738) (735,272} (584,545) (301,824)
Income (loss) before contributions
& operating transfers 2,328,330 2,999,476 3,591,498 2,480,285 1,525,495
Transfers in
Transfers out
Change in net assets 2,328,330 2,999,476 3,591,498 2,480,285 1,525,495
Net assets, July 1 23,725,104 26,053,434 29,052,910 33,147,235 35,627,520
Restated - - 502,827 - -
Net assets, July 1, restated 23,725,104 26,053,434 29,555,737 33,147,235 35,627,520
Net assets, June 30 26,053,434 29,052,910 33,147,235 35,627,520 37,153,015
Operating Expenses net of non-cash 2,473,840 2,933,966 1,949,560 3,395,872 4,773,246
Revenue for Coverage 4,290,362 4,994 553 5,599,482 4,521,302 3,614,476
1998 Debt Service [1] 1,697,271 1,705,521 1,705,721 1,699,721 1,702,721
Debt Service Coverage 252.78% 292.85% 328.28% 266.00% 212.28%
M Represents the 1998 Installment Payments supporting the payment of debt service on the 1998 Bonds, which are being

defeased and refunded with a portion of the proceeds of the 2008 Bonds. See “FINANCING PLAN — Refunding Plan” and
"WASTEWATER ENTERPRISE FINANCIAL INFORMATION - Outstanding and Anticipated Wastewater Enterprise
Obligations.”

Source: City of Beverly Hills.

Management Discussion and Analysis

Financial Results. During Fiscal Year 2006-07, the Wastewater Enterprise Fund had
an increase in net assets of $1,525,495, representing a decrease from the prior year of
$954,772. Net income from operations (which excludes interest earnings, net change in fair
market value of investments and debt service interest) was $827,319 for the Fiscal Year 2006-
07, compared with $3,064,830 in Fiscal Year 2005-06. Specifically, operating revenues for the
Wastewater Enterprise increased $216,117 (2.8%), expenses increased $1.4 million (26.1%),
operating income decreased $1.2 million (40.4%), and income after non-operating items
decreased $954,772 (38.5%).
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The apparent increase of $1.4 million in operating expenses in fiscal year 2006-07 is
almost entirely related to credits the City received as a part of the fiscal year 2005-06
reconciliation to Operation & Maintenance charges from Los Angeles for Hyperion services
provided during fiscal year 2004-05. In other words, in fiscal year 2004-05 the City was
overcharged for Hyperion services. Credits were not received until fiscal year 2005-08, causing
fiscal year 2005-06 costs to be understated.

User Rates. User rates will continue to be reviewed and adjusted as necessary to
maintain both debt service coverage and cash reserves, which can provide liquidity in the event
of natural disaster, interest income for the Wastewater Fund and the luxury of rate stabilization
should there be sudden, unexpected increases in operating costs or reductions in water
demand that result in decreased revenues from the portion of service charges that is based on
water consumption.

Projected Operating Resuits and Debt Service Coverage

The table below sets forth the City's projected operating results for the Wastewater
Enterprise, and resulting projected debt service coverage, for the fiscal years ending June 30,
2008 through June 30, 2012,

The projections set forth in the table below are forward-looking statements, as such term
is defined in the Securities Act of 1933, as amended, and reflect certain significant assumptions
concerning future events and circumstances. The forecast represents the City's estimate of
projected financial results based upon its judgment of the most probable occurrence of certain
important future events. The assumptions set forth in the footnotes to the table below are
material in the development of the City's financial projections, and variations in the assumptions
may produce substantially different financial results. Actual operating results achieved during
the projection period may vary from those presented in the forecast and such variations may be
material.
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TABLE 8
PROJECTED OPERATING RESULTS AND

DEBT SERVICE COVERAGE
FISCAL. YEAR ENDED JUNE 30, 2008 THROUGH 2012
Projected Projected Projected Projected Projected
06/30/2008 06/30/2009 06/30/2010 06/30/2011 06/30/2012
Operating revenues -
Sales, service charges & fees 9,384,937 9,854,184 10,149,810 10,454,304 10,767,933
Operating expenses:;
Salaries & employee henefits 847,221 872,638 898,817 925,781 953,555
Maintenance & operation 5,690,748 5,758,470 5,831,225 6,109,161 6,292,436
Depreciation 1,136,953 1,171,062 1,206,193 1,242,379 1,279,651
Amortization of issuance costs 83,263 83,263 83,263 83,263 83,263
Total operating expenses 7,658,185 7,885,433 8,119,498 8,360,585 8,608,904
Operating income (loss} 1,726,752 1,968,751 2,030,312 2,093,719 2,159,029
Nonoperating revenues (expenses);
Investment revenue 204,381 765,013 803,750 845,261 845,261
Net change fair value of invest - - - - -
Interest expense (833,486) {796,948) (758,484) {718,064) (674,970)
Other revenue - - - - -
Total nonoperating
revenues (expenses) (629,105) (31,933) 45,266 127,197 170,291
Income (loss) before
contributions
& operating transfers 1,097,647 1,936,819 2,075,577 2,220,916 2,329,320
Transfers in - - - - -
Transfers out - - - - -
Change in net assets 1,097,647 1,936,819 2,075,577 2,220,916 2,329,320
Net assets, July 1 37,153,015 38,250,662 40,187,481 42,263,058 44,483,975
Net assets, June 30 38,250,662 40,187 481 42,263,058 44,483,975 46,813,294
Ops. net of non-cash 6,437,969 6,631,108 6,830,041 7,034,943 7,245,991
Revenue for Coverage 3,151,349 3,988,089 4,123,518 4,264,622 4,367,203
Debt Service 1998 [1] 416,743 - - -- --
New Debt Service 2008 * 1,240,691 1,701,946 1,608,484 1,703,064 1,704,970
TOTAL DEBT SERVICE* 1,701,946 1,698,484 1,703,064 1,704,970
Coverage * 190.13% 234.33% 242.78% 250.41% 256.15%
* Preliminary; subject to change.
1} Represents the 1998 Installment Payment supporting the payment of debt service on the 1998 Bonds on December 1, 2007.

The 1898 Bonds will be refunded and defeased with the proceeds of the Bonds.
WASTEWATER ENTERPRISE - Cutstanding and Anticipated Wastewater Enterprise Obligations.”

service payment due on June 1, 2008, is not included in this amount,

Source: City of Beverly Hills.

See "FINANCING PLAN" and “THE
Therefore, the debt



THE AUTHORITY

The City of Beverly Hills Public Financing Authority (the “Authority”) was created by a Joint
Exercise of Powers Agreement, dated as of November 10, 1992, between the City and the Parking
Authority of the City of Beverly Hills (the “Parking Authority”). Such agreement was entered into
pursuant to Articles 1 and 4 of Chapter 5 of Division 7 of Title 1 (commencing with Section 6484) of
the California Government Code (the “Joint Powers Act”). The Authority was created for the
purpose of assisting the financing or refinancing of certain public capital facilities of the City or the
Parking Authority. The Authority is governed by a five-member board whose members are the
same as the City Council. The Authority has no employees and all staff work is done by City staff
or by consultants to the Authority.

BOND OWNERS’ RISKS

The following describes certain special considerations and risk factors affecting the
payment of and security for the 2008 Bonds. The following discussion is not meant to be an
exhaustive list of the risks associated with the purchase of any 2008 Bonds and does not
necessarily reflect the relative importance of the various risks. Potential investors in the 2008
Bonds are advised to consider the following special factors along with all other information in
this Official Statement in evaluating the 2008 Bonds. There can be no assurance that other
considerations will not materialize in the future.

Net Revenues; Rate Covenant

Net Revenues are dependent upon the demand for wastewater services, which can be
affected by population factors, more sfringent wastewater quality regulations, problems with the
City's wastewater collection and treatment facilities, and other factors.

There can be no assurance that wastewater service demand will be consistent with the
levels contemplated in this Official Statement. A decrease in demand could require an increase
in rates or charges in order to comply with the rate covenants contained in the Installment Sale
Agreement. The City’s ability fo meet its rate covenants is dependent upon its capacity to
increase rates without driving down demand to a level insufficient to meet debt service on the
Bonds and existing or future Parity Obligations.

Operation and Maintenance Expenses

There can be no assurance that operation and maintenance expenses of the City related
to the Wastewater Enterprise will be consistent with the levels contemplated in this Official
Statement. Changes in technology, changes in wastewater quality standards, wastewater
system operation or other expenses could require substantial increases in rates or charges in
order to comply with the rate covenants in the Installment Sale Agreement. Such rate increases
could drive down demand for wastewater and related services or otherwise increase the
possibility of nonpayment of the 2008 Bonds.

Limitations on Remedies Available to Bond Owners

The ability of the City to comply with its covenants under the Instaliment Sale Agreement
and to generate Net Revenues sufficient to pay the Installment Payments may be adversely
affected by actions and events outside of the control of the City, and may be adversely affected
by actions taken (or not taken) by voters, property owners, taxpayers or payers of assessments,
fees and charges. See "- Proposition 218" below. Furthermore, any remedies available to the
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owners of the 2008 Bonds upon the occurrence of an event of default under the Instaliment Sale
Agreement or the Indenture are in many respects dependent upon judicial actions, which are
often subject to discretion and delay and could prove both expensive and time consuming to
obtain.

In addition to the limitations on Bondholder remedies contained in the Installment Sale
Agreement and the [ndenture, the rights and obligations under the 2008 Bonds, the Instaliment
Sale Agreement and the Indenture may be subject to the following: the United States
Bankruptcy Code and applicable bankruptcy, insolvency, reorganization, moratorium, or similar
laws relating to or affecting the enforcement of creditors’ rights generally, now or hereafter in
effect; usual equity principles which may limit the specific enforcement under State law of
certain remedies; the exercise by the United States of America of the powers delegated to it by
the Federal Constitution; and the reasonable and necessary exercise, in certain exceptional
situations, of the police power inherent in the sovereignty of the State of California and its
governmental bodies in the interest of serving a significant and legitimate public purpose.

Bankruptcy proceedings, or the exercise of powers by the federal or state government, if
initiated, could subject the Owners of the 2008 Bonds to judicial discretion and interpretation of
their rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation or
modification of their rights.

Seismic Considerations

The City is located in a seismically active area of California. If there were to be an
occurrence of severe seismic activity in the area of the City, there could be an interruption in the
service provided by the Wastewater Enterprise, resulting in a temporary reduction in the amount
of Net Revenues available to pay Instaliment Payments when due.

Loss of Tax-Exemption

As discussed under the caption "TAX MATTERS,” interest on the 2008 Bonds could
become includable in gross income for purposes of federal income taxation retroactive to the
date the 2008 Bonds were issued, as a result of future acts or omissions of the Authority or the
City in violation of their respective covenants in the Installment Sale Agreement and the
Indenture. Should such an event of taxability occur, the 2008 Bonds are not subject to special
redemption and will remain Outstanding until maturity or until redeemed under other provisions
set forth in the Indenture.

Proposition 218

General. On November 5, 1996, California voters approved Proposition 218, the so-
called "Right to Vote on Taxes Act." Proposition 218 added Articles XIIIC and X!ID to the State
Constitution, which affect the ability of local governments to levy and collect both existing and
future taxes, assessments, and property-related fees and charges. Proposition 218, which
generally became effective on November 6, 1996, changed, among other things, the procedure
for the imposition of any new or increased property-related "fee” or "charge," which is defined as
"any levy other than an ad valorem tax, a special tax or an assessment, imposed by a [local
government] upon a parcel or upon a person as an incident of property ownership, including
user fees or charges for a property related service" (and referred to in this section as a
“property-related fee or charge”).
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Specifically, under Article XIID, before a municipality may impose or increase any
property-related fee or charge, the entity must give written notice to the record owner of each
parcel of land affected by that fee or charge. The municipality must then hold a hearing upon
the proposed imposition or increase at least 45 days after the written notice is mailed, and, if a
majority of the property owners of the identified parcels present written protests against the
proposal, the municipality may not impose or increase the property-related fee or charge.

Further, under Article XIlID, revenues derived from a property-related fee or charge may
not exceed the funds required to provide the "property-related service" and the entity may not
use such fee or charge for any purpose other than that for which it imposed the fee or charge.
The amount of a property-related fee or charge may not exceed the proportional cost of the
service attributable to the parcel, and no property-related fee or charge may be imposed for a
service unless that service is actually used by, or is immediately available to, the owner of the
property in question.

In addition, Article XIlIC states that "the initiative power shall not be prohibited or
otherwise limited in matters of reducing or repealing any local tax, assessment, fee or charge.
The power of initiative to affect local taxes, assessments, fees and charges shall be applicable
to all local governments and neither the Legislature nor any local government charter shall
impose a signature requirement higher than that applicable to statewide statutory initiatives.”

Judicial Interpretation of Proposition 218. After Proposition 218 was enacted in 1996,
appellate court cases and an Attorney General’s opinion initially indicated that fees and charges
levied for water and wastewater services would not be considered property-related fees and
charges, and thus not subject to the requirements of Article XIlID regarding notice, hearing and
protests in connection with any increase in the fees and charges being imposed. However,
three recent cases have held that certain types of water and wastewater charges could be
subject to the requirements of Proposition 218 under certain circumstances.

In Richmond v. Shasta Community Services District (9 Cal. Rptr. 3rd 121), the California
Supreme Court addressed the applicability of the notice, hearing and protest provisions of
Article XIIID to certain charges related to water service. In Richmond, the Court held that
connection charges are not subject to Proposition 218. The Court also indicated in dictum that
a fee for ongoing water service through an existing connection could, under ceriain
circumstances, constitute a property-related fee and charge, with the result that a local
government imposing such a fee and charge must comply with the notice, hearing and protest
requirements of Article XIIID.

In Howard Jarvis Taxpayers Association v. City of Fresno (March 23, 2005), the
California Court of Appeal, Fifth District, concluded that water, sewer and trash fees are
property-related fees subject to Proposition 218 and a municipality must comply with Article
XHID before imposing or increasing such fees. The California Supreme Court denied the City of
Fresno's petition for review of the Court of Appeal's decision on June 15, 2005.

in July 2006 the California Supreme Court, in Bighorn-Desert View Waler Agency v.
Verjil (S127535, July 24, 2008), addressed the validity of a local voter initiative measure that
would have (a) reduced a water agency's rates for water consumption (and other water
charges), and (b) required the water agency to obtain voter approval before increasing any
existing water rate, fee, or charge, or imposing any new water rate, fee, or charge. The court
adopted the position indicated by its statement in Richmond that a public water agency's
charges for ongoing water delivery are “fees and charges” within the meaning of Article XIiD,
and went on to hold that charges for ongoing water delivery are also “fees” within the meaning
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of Article XIlIC's mandate that the initiative power of the electorate cannot be prohibited or
limited in matters of reducing or repealing any local tax, assessment, fee or charge. Therefore,
the court held, Article XIIIC authorizes local voters to adopt an initiative measure that would
reduce or repeal a public agency's water rates and other water delivery charges. (However, the
court ultimately ruled in favor of the water agency and held that the entire initiative measure was
invalid on the grounds that the second part of the initiative measure, which would have
subjected future water rate increases to prior voter approval, was not supported by Article X}lIC
and was therefore invalid.)

The court in Bighorn specifically noted that it was not holding that the initiative power is
free of all limitations; the court stated that it was nof determining whether the electorate’s
initiative power is subject to the statutory provision requiring that water service charges be set at
a level that will pay for operating expenses, provide for repairs and depreciation of works,
provide a reasonable surplus for improvements, extensions, and enlargements, pay the interest
on any bonded debt, and provide a sinking or other fund for the payment of the principal of such
debt as it may become due.

Current Practice Regarding Rates and Charges. The City’s practice in implementing
increases in wastewater rates and charges has been to provide property owners with a 45-day
mailed notice and public hearing before the City Council approves rate increases.

Conclusion. It is not possible to predict how courts wilt further interpret Article XIIIC and
Article XI11D in future judicial decisions, and what, if any, further implementing legislation will be
enacted.

Under the Bighorn case, local voters could adopt an initiative measure that reduces or
repeals the City’s rates and charges, though it is not clear whether (and California courts have
not decided whether} any such reduction or repeal by initiative would be enforceable in a
situation in which such rates and charges are pledged to the repayment of bonds or other
indebtedness, as is the case with respect to the 2008 Bonds.

There can be no assurance that the courts will not further interpret, or the voters will not
amend, Article XIIIC and Article XIIID to limit the ability of local agencies to impose, levy, charge
and collect increased fees and charges for wastewater, or to call into question previously
adopted wastewater rate increases.

Environmental Regulation

The kind and degree of wastewater service which is effected through the Wastewater
System is regulated, to a large extent, by the federal government and the State of California. If
the federal government, acting through the Environmental Protection Agency or additional
legislation, or the State should impose stricter wastewater quality standards upon the
Wastewater System, its expenses could increase accordingly and rates and charges would
have to be increased to offset those expenses. It is not possible to predict the direction which
federal or State regulation will take with respect to wastewater treatment standards.
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Secondary Market for Bonds

There can be no guarantee that there will be a secondary market for the 2008 Bonds or,
if a secondary market exists, that any 2008 Bonds can be sold for any particular price. Prices of
bond issues for which a market is being made will depend upon then-prevailing circumstances.
Such prices could be substantially different from the original purchase price.

No assurance can be given that the market price for the 2008 Bonds will not be affected
by the introduction or enactment of any future legislation (including without limitation
amendments to the Internal Revenue Code), or changes in interpretation of the Imnternal
Revenue Code, or any action of the Internal Revenue Service, including but not limited to the
publication of proposed or final reqgulations, the issuance of rulings, the selection of the 2008
Bonds for audit examination, or the course or result of any Internal Revenue Service audit or
examination of the 2008 Bonds or obligations that present similar tax issues as the 2008 Bonds.

On November 5, 2007, the U.S. Supreme Court heard oral arguments in an appeal of
Davis v. Kentucky Dep’t of Revenue of the Finance and Admin. Cabinet, 197 S.W.3d 557
(2006), a decision holding that state statutes providing more favorable state income tax
treatment to holders of debt issued by in-state government bodies than for debt issued by out-
of-state government bodies viclate the U.S. Constitution. If the decision is upheld, the
marketability and market price for the 2008 Bonds may be affected.

Future Parity Obligations

As described in "SECURITY FOR THE BONDS — Parity Obligations” above, the
Installment Sale Agreement permits the City to issue Parity Obligations, its obligations under
which would be payable on a parity with the payment of the Installment Payments.

In the event of a decline in Net Revenues available to pay Installment Payments, the
existence of Parity Obligations could adversely affect the City’s ability to pay debt service on the
2008 Bonds.

TAX MATTERS

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California,
Bond Counsel, subject, however to the qualifications set forth below, under existing law, the
interest on the 2008 Bonds is excluded from gross income for federal income tax purposes and
such interest is not an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuals and corporations, provided, however, that, for the purpose of computing
the alternative minimum tax imposed on corporations (as defined for federal income tax
purposes), such interest is taken into account in determining certain income and earnings.

The opinions set forth in the preceding paragraph are subject o the condition that the
City comply with all requirements of the Internal Revenue Code of 1986 (the “Code”) that must
be satisfied subsequent ic the issuance of the 2008 Bonds in order that such interest be, or
continue fo be, excluded from gross income for federal income tax purposes. The City has
covenanted to comply with each such requirement. Failure to comply with certain of such
requirements may cause the inclusion of such interest in gross income for federal income tax
purposes to be retroactive to the date of issuance of the 2008 Bonds.
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If the initial offering price to the public {(excluding bond houses and brokers) at which a
2008 Bond is sold is less than the amount payable at maturity thereof, then such difference
constitutes "original issue discount” for purposes of federal income taxes and State of California
personal income taxes. If the initial offering price to the public {excluding bond houses and
brokers) at which each 2008 Bond is sold is greater than the amount payable at maturity
thereof, then such difference constitutes "original issue premium" for purposes of federal income
taxes and State of California personal income taxes. Deminimis original issue discount is
disregarded.

Under the Code, original issue discount is treated as interest excluded from federal
gross income and exempt from State of California personal income taxes to the extent properly
allocable to each owner thereof subject to the limitations described in the first paragraph of this
section. The original issue discount accrues over the term to maturity of the 2008 Bond on the
basis of a constant interest rate compounded on each interest or principal payment date (with
straightline interpolations between compounding dates). The amount of original issue discount
accruing during each period is added to the adjusted basis of such 2008 Bonds to determine
taxabie gain upon disposition (including sale, redemption, or payment on maturity) of such 2008
Bond. The Code contains certain provisions relating to the accrual of original issue discount in
the case of purchasers of the 2008 Bonds who purchase the 2008 Bonds after the initial offering
of a substantial amount of such maturity. Owners of such 2008 Bonds should consult their own
tax advisors with respect fo the tax consequences of ownership of 2008 Bonds with original
issue discount, including the treatment of purchasers who do not purchase in the original
offering, the allowance of a deduction for any loss on a sale or other disposition, and the
treatment of accrued original issue discount on such 2008 Bonds under federal individual and
corporate alternative minimum taxes.

Under the Code, original issue premium is amortized on an annual basis over the term of
the 2008 Bond (said term being the shorter of the 2008 Bond's maturity date or its call date).
The amount of original issue premium amortized each year reduces the adjusted basis of the
owner of the 2008 Bond for purposes of determining taxable gain or loss upon disposition. The
amount of original issue premium on a 2008 Bond is amortized each year over the term to
maturity of the 2008 Bond on the basis of a constant interest rate compounded on each interest
or principal payment date (with straightline interpolations between compounding dates).
Amortized bond premium is not deductible for federal income tax purposes. Owners of
Premium 2008 Bonds, including purchasers who do not purchase in the original offering, should
consult their own tax advisors with respect to State of California personal income tax and
federal income tax consequences of owning such 2008 Bonds.

In the further opinion of Bond Counsel, interest on the 2008 Bonds is exempt from
California personal income taxes.

Owners of the 2008 Bonds should also be aware that the ownership or disposition of, or
the accrual or receipt of interest on, the 2008 Bonds may have federal or state tax
consequences other than as described above. Bond Counsel expresses no opinion regarding
any federal or state tax consequences arising with respect to the 2008 Bonds other than as
expressly described above.
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CERTAIN LEGAL MATTERS

Jones Hall, A Professional Law Corporation, Bond Counsel, will render an opinion with
respect to the validity of the 2008 Bonds, the form of which opinion is set forth in Appendix E.
Certain legal matters will also be passed upcn for the City by Jones Hall, as Disclosure
Counsel. Certain legal matters will be passed upon for the City and the Authority by the City
Attorney, and for the Underwriters by their counsel, Fulbright & Jaworski L.L.P.

LITIGATION

To the best knowledge of the City, there is no action, suit, proceeding, inquiry or
investigation before or by any court or federal, state, municipal or other governmental authority
pending or, to the knowledge of the City after reasonable investigation, threatened against or
affecting the City or the assets, properties or operations of the City which, if determined
adversely to the City or its interests, would have a material and adverse eifect upon the
consummation of the transactions contemplated by or the validity of the Installment Sale
Agreement or the Indenture, or upon the financial condition, assets, properties or operations of
the City, and the City is not in default with respect to any order or decree of any court or any
order, regulation or demand of any federal, state, municipal or other governmental authority,
which default might have consequences that would materially adversely affect the
consummation of the transactions contemplated by the Installment Sale Agreement or the
Indenture, or the financial conditions, assets, properties or operations of the City, including but
not limited to the payment and performance of the City’s obligations under the Installment Sale
Agreement.

RATINGS

Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc., has
assigned an underlying municipal bond rating of ['AAA”] to the 2008 Bonds.

Moody's Investors Service has assigned an underlying municipal bond rating of [‘Aa3”]
to the 2008 Bonds.

Fitch Ratings has assigned an underlying municipal bond rating of [*___"] to the 2008
Bonds.

These ratings reflect only the views of such rating agencies and any desired explanation
of the significance of such rating should be obtained from the respective rating agency.
Generally, a rating agency bases its rating on the information and materials furnished to it and
on investigations, studies and assumptions of its own. There is no assurance that these ratings
will continue for any given pericd of time or that these ratings will not be revised downward or
withdrawn entirely by the respective rating agency, if in the judgment of such rating agency,
circumstances so warrant. Any such downward revision or withdrawal of any rating obtained
may have an adverse effect on the market price or marketability of the 2008 Bonds.

CONTINUING DISCL.OSURE

The City will covenant for the benefit of owners of the 2008 Bonds to provide certain
financial information and operating data relating to the City and the Wastewater Enterprise by
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not later than February 15 of each year, commencing February 15, 2008, with the report for the
2007-08 fiscal year (the “Annual Report”) and to provide notices of the occurrence of certain
enumerated events, if material.

The Annual Report will be filed by the City, or by the “Dissemination Agent” on behalf of
the City, with each Nationally Recognized Municipal Securities [nformation Repository. The
notices of material events will be filed by the City or the Dissemination Agent with the Municipal
Securities Rulemaking Board.

These covenants have been made in order to assist the Underwriters in complying with
Securities Exchange Commission Rule 15¢c2-12{b)}(5), as amended (the “Rule”). The specific
nature of the information to be contained in the Annual Report or the notices of material events
is set forth in "APPENDIX C — FORM OF CONTINUING DISCLOSURE CERTIFICATE.”

The City has never failed to comply, in all material respects, with its previous continuing
disclosure undertakings under the Rule to provide annual continuing disclosure reports or
notices of material events.

UNDERWRITING

E. J. De La Rosa & Co., Inc., on behalf of itself and Bear, Stearns & Co. Inc.
(collectively, the "Underwriters"), has entered into a Bond Purchase Agreement with the
Authority under which they will purchase the 2008 Bonds at a price of §
(equal to the par amount of the 2008 Bonds, less an Underwriters' discount of
$ , and less a net original issue discount of $ ).

The Underwriters will be obligated to take and pay for all of the 2008 Bonds if any are
taken. The Underwriters iniend to offer the 2008 Bonds to the public at the offering prices set
forth on the inside cover page of this Official Statement. After the initial public offering, the
public offering price may be varied from time to time by the Underwriters.

PROFESSIONAL SERVICES

In connection with the issuance of the 2008 Bonds, fees payable to the following
professionals involved in the offering are contingent upon the issuance and delivery of the 2008
Bonds: Jones Hall, A Professional Law Corporation, as Bond Counsel and Disclosure Counsel;
Public Resources Advisory Group, as financial advisor to the City; Fulbright & Jaworski L.L.P.,
Los Angeles, California, as Underwriter's counsel; and U.S. Bank National Association, as
Trustee.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

Causey, Demgen & Moore, Inc., Certified Public Accountants, Denver, Colorado (ihe
“Verification Agent”), upon delivery of the 2008 Bonds, will deliver a report on the
mathematical accuracy of certain computations, contained in schedules provided o them which
were prepared by the City, relating to (1) the sufficiency of the anticipated receipts from the
Federal Securities and uninvested moneys deposited with the Escrow Agent to pay, when due,
the principal, interest and prepayment premijum requirements of the 1998 Bonds, and (2} the
yield on the 2008 Bonds and on the Federal Securities to be deposited with the Escrow Agent.
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The report of the Verification Agent will include the statement that the scope of their
engagement is limited to verifying the mathematical accuracy of the computations contained in
such schedules provided to them, and that they have no obligation to update their report
because of events occurring, or data or information coming to their attention, subsequent to the
date of their report.
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EXECUTION

The execution of this Official Statement and its delivery have been authorized by the
Board of the Authority and the City Council of the City.

CITY OF BEVERLY HILLS PUBLIC FINANCING
AUTHORITY

By :

Scott G. Miller, PhD,
Chief Financial Officer

CITY OF BEVERLY HiLLS

By :

Scott G. Miller, PhD,
Director of Administrative Services
and Chief Financial Officer
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APPENDIX B
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APPENDIX C
FORM OF CONTINUING DISCLOSURE CERTIFICATE
CONTINUING DISCLOSURE CERTIFICATE

CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY
2008 Wastewater Revenue Refunding Bonds, Series A

This Continuing Disclosure Certificate (this “Disclosure Certificate™) is executed and
delivered by the City of Beverly Hills {the "City”) in connection with the issuance by the City of
Beverly Hills Public Financing Authority (the “Authority”) of the bonds captioned above (the
“Bonds”). The Bonds are being issued under an Indenture of Trust dated as of April 1, 2008
(the “Indenture”), between the Authority and U.S. Bank National Association, as trustee (the
“Trustee™). The City hereby covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being
executed and delivered by the City on behalf of itself and the Authority for the benefit of the
holders and beneficial owners of the Bonds and in order to assist the Participating Underwriter
in complying with S.E.C. Rule 15¢2-12(b){5).

Section 2. Definitions. In addition to the definitions set forth above and in the Indenture,
which apply to any capitalized term used in this Disclosure Certificate unless otherwise defined
in this Section, the following capitalized terms shall have the following meanings:

“Annual Report' means any Annual Report provided by the City pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Certificate.

“Annual Report Date” means February 15 of each year.

“‘Central Post Office” means the Internet-based filing system currently located at
www.DisclosureUSA.org, or any similar filing system approved by the Securities and Exchange
Commission.

‘Dissemination Agent’ means UL.S. Bank National Association, or any successor
Dissemination Agent designated in writing by the City and which has filed with the City a written
acceptance of such designation.

‘Listed Events” means any of the evenis listed in Section 5(a) of this Disclosure
Certificate.

*National Reposifory” means any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule. Information on the National Repositories as of a particular
date is available on the Securities and Exchange Commission’s Internet site at www.sec.gov.

*Official Statement’ means the final official statement executed by the City and the
Authority in connection with the issuance of the Bonds.

“Participating Underwriter’ means E. J. De La Rosa & Co., Inc., the original underwriter
of the Bonds required to comply with the Rule in connection with offering of the Bonds.

“Repository” means each National Repository and each State Repository, if any.
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‘Rufe” means Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

“State Repository” means any public or private repository or entity designated by the
State of California as a state repository for the purpose of the Rule and recognized as such by
the Securities and Exchange Commission. As of the date of this Disclosure Certificate, there is
no State Repository.

Section 3. Provision of Annual Reports.

(a) The City shall, or shall cause the Dissemination Agent to, not later than the
Annual Report Date, commencing February 15, 2009 with the report for the 2007-08 fiscal year,
provide to each Repository an Annual Report that is consistent with the requirements of
Section 4 of this Disclosure Ceriificate. Not later than 15 Business Days prior to the Annual
Report Date, the City shall provide the Annual Report to the Dissemination Agent (if other than
the City). The Annual Report may be submitted as a single document or as separate
documents comprising a package, and may include by reference other information as provided
in Section 4 of this Disclosure Cettificate; provided that the audited financial statements of the
City may be submitted separately from the balance of the Annual Report, and later than the date
required above for the filing of the Annual Report if not available by that date. If the City's fiscal
year changes, it shall give notice of such change in the same manner as for a Listed Event
under Section 5(c).

(b) If the City does not provide, or cause the Dissemination Agent to provide, an
Annual Report to the Repositories by the Annual Report Date as required in subsection (a)
above, the Dissemination Agent shall send a notice to the Municipal Securities Rulemaking
Board and the appropriate State Repository, if any, in substantially the form attached hereto as
Exhibit A, with a copy to the Trustee (if different than the Dissemination Agent). In lieu of filing
the notice with each Repository, the City or the Dissemination Agent may file the notice with the
Central Post Office.

(c) The Dissemination Agent shall:

(® determine each year prior to the Annual Report Date the name and
address of each National Repository and each State Repository, if any; and

(i) if the Dissemination Agent is other than the City, file a report with the City
cerlifying that the Annual Report has been provided pursuant to this Disclosure
Certificate, stating the date it was provided and listing all the Repositories to which it was
provided.

{d) In lieu of filing the Annual Report with each Repository, the City or the Dissemination
Agent may file the Annual Report with the Central Post Office.
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Section 4. Content of Annual Reports. The City’'s Annual Report shall contain or
incorporate by reference the following:

{a) Audited Financial Statements of the City, which shall include financial statements of
the City’s municipal Wastewater Enterprise (the “Wastewater Enterprise”) prepared in
accordance with Generally Accepted Accounting Principles as promulgated to apply to
governmental entities from time to time by the Governmental Accounting Standards Board. If
the City’s audited financial statements are not available by the Annual Report Date, the Annual
Report shall contain unaudited financial statements in a format similar to the financial
statements contained in the final Official Statement, and the audited financial statements shall
be filed in the same manner as the Annual Report when they become available.

(b) Unless otherwise provided in the audited financial statements filed on or prior to the
Annual Report Date, financial information and operating data with respect to the City and the
Wastewater Enterprise for the preceding fiscal year, in the form of updates to the tables and
descriptions contained under the following headings in the Official Statement:

(i) TABLE 1, Average Number of Connections (updated with information for the prior
Fiscal Year),

(i) TABLE 2, Top Ten Wastewater Enterprise Customers,
(iiiy TABLE 3, Current Rate Schedule and Increases,
(iv) TABLE 7, Historic Operating Results, and

(v) WASTEWATER ENTERPRISE FINANCIAL [NFORMATION - Management
Discussion and Analysis

{c) Any or all of the items listed in subsections (a) and (b) above may be included by
specific reference to other documents, including official statements of debt issues of the City or
refated public entities, which have been submitted to each of the Repositories or the Securities
and Exchange Commission. If the document included by reference is a final official statement, it
must be available from the Municipal Securities Rulemaking Board. The City shall clearly
identify each such other document so included by reference.

(d) In addition to any of the information expressly required to be provided under this
Disclosure Certificate, the City shall provide such further material information, if any, as may be

necessary to make the specifically required statements, in the light of the circumstances under
which they are made, not misleading.

Section 5. Reporting of Significant Events.

(a) The City shall give, or cause to be given, notice of the occurrence of any of the
following events with respect to the Bonds, if material:

(1) Principal and interest payment delinguencies.
2) Non-payment related defaults.

(3) Unscheduled draws on debf service reserves reflecting financial difficulties.
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{4) Unscheduled draws on credit enhancements reflecting financial difficulties.
(5) Substitution of credit or liquidity providers, or their failure to pericrm.

(6) Adverse tax opinions or events affecting the tax-exempt status of the security.
(7 Modifications to rights of security holders.

(8) Contingent or unscheduled bond calls.

{9 Defeasances.

(10) Release, substitution, or sale of property securing repayment of the securities.
(11)  Rating changes.

{0 Whenever the City obtains knowiedge of the occurrence of a Listed Event, the
City shall as soon as possible determine if such event would be material under applicable
Federal securities law.

(c) If the City determines that knowledge of the occurrence of a Listed Event would
be material under applicable Federal securities law, the City shall, or shall cause the
Dissemination Agent to, promptly file a notice of such occurrence with the Municipal Securities
Rulemaking Board and each State Repository, if any, with a copy to the Trustee (if different than
the Dissemination Agent). Notwithstanding the foregoing, notice of Listed Events described in
subsections (a)(8) and (9) need not be given under this subsection any earlier than the notice (if
any) of the underlying event is given to holders of affected Bonds pursuant to the Indenture.

{d} In lieu of filing the notice of the occurrence of a Listed Event with each Repository,
the City or the Dissemination Agent may file the notice of the occurrence of a Listed Event with
the Central Post Office.

Section 6. Termination of Reporting Obligation. The City's obligations under this
Disclosure Ceriificate shall terminate upen the legal defeasance, prior redemption or payment in
full of all of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the
City shall give notice of such fermination in the same manner as for a Listed Event under
Section 5{(c).

Section 7. Dissemination Agent. The City may, from lime to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate,
and may discharge any such Agent, with or without appointing a successor Dissemination
Agent. The initial Dissemination Agent will be U.S. Bank National Association.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the City may amend this Disclosure Certificate, and any provision of this Disclosure
Ceriificate may he waived, provided that the following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5{(a), it
may only be made in connection with a change in circumstances that arises from a change in
legal requirements, change in law, or change in the identity, nature, or status of an obligated
person with respect to the Bonds, or type of business conducted;



(b) the undertakings herein, as proposed to be amended or waived, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule
at the time of the primary offering of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

(c) the proposed amendment or waiver either (i) is approved by holders of the Bonds
in the manner provided in the Indenture for amendments to the Indenture with the consent of
holders, or (ii} does not, in the opinion of the Trustee or nationally recognized bond counsel,
materially impair the interests of the holders or beneficial owners of the Bonds.

If the annual financial information or operating data to be provided in the Annual Report
is amended pursuant to the provisions hereof, the first annual financial information filed
pursuant hereto containing the amended operating data or financial information shall explain, in
narrative form, the reasons for the amendment and the impact of the change in the type of
operating data or financial information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be
followed in preparing financial statements, the annual financial information for the year in which
the change is made shall present a comparison between the financial statements or information
prepared on the basis of the new accounting principles and those prepared on the basis of the
former accounting principles. The comparison shall include a qualitative discussion of the
differences in the accounting principles and the impact of the change in the accounting
principles on the presentation of the financial information, in order to provide information fo
investors to enable them to evaluate the ability of the City to meet its obligations. To the extent
reasonably feasible, the comparison shail be quantitative. A notice of the change in the
accounting principles shall be sent to the Repositories in the same manner as for a Listed Event
under Section 5(c).

(d) The Dissemination Agent shall not be obligated to enier into any such
amendment that modifies or increases its duties or obligations hereunder.

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed
fo prevent the City from disseminating any other information, using the means of dissemination
set forth in this Disclosure Certificate or any other means of communication, or including any
other information in any Annual Report or notice of occurrence of a Listed Event, in addition to
that which is required by this Disclosure Cerlificate. If the City chooses to include any
information in any Annual Report or notice of occurrence of a Listed Event in addition to that
which is specifically required by this Disclosure Certificate, the City shall have no abligation
under this Disclosure Certificate to update such information or include it in any future Annual
Report or notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the City to comply with any provision of
this Disclosure Certificate, the Participating Underwriter or any holder or beneficial owner of the
Bonds may take such actions as may be necessary and appropriate, including seeking mandate
or specific performance by court order, to cause the City to comply with its cbligations under this
Disclosure Certificate. A default under this Disclosure Certificate shall not be deemed an Event
of Defauit under the Indenture, and the sole remedy under this Disclosure Certificate in the
event of any failure of the City to comply with this Disclosure Certificate shall be an action to
compel performance.

Section 11. Duties, Immunities and Liabilities of Dissemination Agent.
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(a) The Dissemination Agent shall have only such duties as are specifically set forth
in this Disclosure Certificate, and the City agrees to indemnify and save the Dissemination
Agent, its officers, directors, employees and agents, harmless against any loss, expense and
liabilities which it may incur arising out of or in the exercise or performance of its powers and
duties hereunder, including the costs and expenses (including aftorneys fees) of defending
against any claim of liability, but excluding liabilities due to the Dissemination Agent's
negligence or willful misconduct. The Dissemination Agent shall have no duty or obligation to
review any information provided to it hereunder and shall not be deemed to be acting in any
fiduciary capacity for the City, the Trustee, the Bond owners or any other party. The obligations
of the City under this Section shall survive resignation or removal of the Dissemination Agent
and payment of the Bonds.

(b) The Dissemination Agent may conclusively rely upon the Annual Report provided
to it by the City as constituting the Annual Report required of the City in accordance with this
Disclosure Certificate and shall have no duty or obligation to review such Annual Report. The
Dissemination Agent shall have no duty to prepare the Annual Report nor shall the
Dissemination Agent be responsible for filing any Annual Report not provided to it by the City in
a timely manner in a form suitable for filing with the Repoesitories. In accepting the appointment
under this Disclosure Certificate, the Dissemination Agent is not acting in a fiduciary capacity to
the Holders or Beneficial Owners of the Bonds, the City, the Participating Underwriters or any
other party or person. No provision of this Disclosure Certificate shall require the Dissemination
Agent fo risk or advance or expend its own funds or incur any financial liability. The
Dissemination Agent shall be entitled to compensation for its services as Dissemination Agent
and reimbursement for its out-of-pocket expenses, atiorney’s fees, costs and advances made or
incurred in the performance of its duties under the Bonds and this Agreement in accordance
with its written fee schedule provided to the City, as such fee schedule may be amended from
time to time in writing. Any company succeeding to all or substantially all of the Dissemination
Agent's corporate trust business shall be the successor to the Dissemination Agent hereunder
without the execution or filing of any paper or any further act.

Secticn 12. Notices. Any notice or communications to be among any of the parties to
this Disclosure Certificate may be given as follows:

To the Issuer; City of Beverly Hills
455 North Rexford Drive, Room 250
Beverly Hills, CA 90210-4817
Fax: (310) 285-2441

To the Dissemination Agent U.S. Bank National Association
and Trustee 633 West 5th Street, 24th Floor
Los Angeles, CA 20017
Aftention: Corporate Trust Department
Fax: (213) 615-6199

Any person may, by written notice to the other persons listed above, designhate a

different address or telephone number(s) to which subsequent notices or communications
should be sent.
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Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of
the City, the Trustee, the Dissemination Agent, the Participating Underwriter and holders and
beneficial owners from time to time of the Bonds, and shall create no rights in any other person
or entity.

Section 14.  Counterparfs. This Disclosure Certificate may be executed in several
counterparts, each of which shall be regarded as an original, and all of which shall constitute
one and the same instrument.

Date: , 2008
CITY OF BEVERLY HILLS
By:
Scott G. Miller, PhD,
Director of Administrative Services
and Chief Financial Officer
AGREED AND ACCEPTED:

.8, Bank National Association
as Dissemination Agent

By:
Title:




EXHIBIT A

NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer; City of Beverly Hilis Public Financing Authority

Name of Bond Issue: City of Beverly Hills Public Financing Authority 2008 Wastewater
Revenue Refunding Bonds, Series A

Date of Issuance: , 2008

NOTICE 18 HEREBY GIVEN that the Authority has not provided an Annual Report with
respect to the above-named Bonds as required by the Indenture of Trust dated as of April 1,
2008 between the Authority and U.S. Bank National Association. The Authority anticipates that
the Annual Report will be filed by .

Dated:

ISSUER:

CITY OF BEVERLY HILLS

By:
lis:

cc: Dissemination Agent
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APPENDIX D

GENERAL INFORMATION ABOUT THE CITY OF BEVERLY HILLS AND
LOS ANGELES COUNTY

The following information concerning the City and the County of Los Angeles is included
only for the purpose of supplying general information regarding the area of the City. The Bonds
are not a debt of the City, the County, the State or any of its political subdivisions, and neither
the City, the County, the State nor any of its political subdivisions is liable therefor.

General Information

The City. The City of Beverly Hills, incorporated in 1914 under the general laws of the
State of California, is a long-established residential city and commercial center located within
Los Angeles County in Southern California. Located approximately 10 miles west of the Los
Angeles City Hall, the City occupies a land area of approximately 5.7 square miles and serves a
residential population of 36,084. The City estimates that services are provided to 100,000 to
150,000 persons during the day. The City operates under a Council-Manager form of
government. The City Council consists of five members elected at large for overlapping four-
year terms. The Mayor is selected from the City Council members and serves a one-year term.
The City’s only other elected official is the City Treasurer whose term of office is four years. The
City Council is responsible, among other things, for passing ordinances, adopting the budget,
appointing committees, and appointing a City Manager, City Attorney and City Clerk.

In addition to sitting as the governing board of the City, the City Council also acts as the
Board of Directors of two blended component units: the Parking Authority of the City of Beverly
Hills and the Beverly Hills Public Financing Authority. The City Manager is responsible for
carrying out the policies and ordinances of the City Council, for overseeing the day-to-day
operations of the City, and for appointing the heads of the City’s various departments and
offices. The City provides the full range of municipal services as contemplated by statute.
Services provided include public safety (police and fire), street construction and maintenance,
sanitation, refuse collection, water and sewer utilities, culture-recreation, public improvemenits,
planning and zoning, and general administrative and support services.

Approximately 90% of the City is zone for residential use. In 2000, approximately 62%
of the total dwelling units were apariments and condominiums, and 37% were single family
houses. City records indicate that approximately 82% of the multi-family units are apartments
and 18% are condominiums.

The County. Located along the southern coast of California, Los Angeles County covers
about 4,080 square miles. It measures approximately 75 miles from north to south and 70 miles
frem east to west. The county includes Santa Catalina and San Clemente Islands and is
bordered by the Pacific Ocean and Ventura, San Bernardino and Orange Counties.

Almost half of the county is mountainous and some 14 percent is a coastal plain known
as the Los Angeles Basin. The low Santa Monica mountains and Hollywood Hills run east and
west and form the northern boundary of the Basin and the southern boundary of the San
Fernando Valley. The San Fernando Valley ferminates at the base of the San Gabriel
Mountains whose highest peak is over 10,000 feet. Beyond this mountain range the rest of the
county is a semi-dry plateau, the beginning of the vast Mojave Desert.
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According to the Los Angeles County Regional Planning Commission, the 86
incorporated cities in the county covered about 1,344 square miles or 27 percent of the iotal
county. About 16 percent of the land in the county was devoted o residential use and over two
thirds of the land was open space and vacant.

Population

The following table shows population estimates for the City, the County and the State of
California for the past five years as of January 1.

CITY OF BEVERLY HILLS, LOS ANGELES COUNTY
Poputation Estimates

Area 2003 2004 2005 2006 2007

City of Beverly Hills 35,353 35,648 35,754 35,861 36,084
Los Angeles County 9,979,472 10,088,934 10,166,417 10,247,994 10,331,839
State of California 35,691,472 36,245,016 36,728,196 37,195,240 37,662,518

Source: State of California, Department of Finance.
Industry

The table below lists employment by industry group for Los Angeles County for the years 2002 through
2006.

LOS ANGELES COUNTY
Annual Average Labor Force
Employment by Industry Group

2002 2003 2004 2005 2006

Civilian Labor Force 4,770,200 4,773,500 4,789,000 4,837,300 4,860,600
Employment 4,447,100 4,440,800 4477 900 4,581,100 4,631,600
Unemployment 323,100 332,700 311,100 256,200 229,000
Unemployment Rate 6.8% 7.0% 6.5% 5.3% A4.7%
Wage and Salary Employment: )

Agriculture 7.800 7,800 7,600 7,400 7,600
Natural Resources and Mining 3,700 3,800 3,800 3,700 4,000
Construction 134,500 134,600 140,200 148,700 156,700
Manufacturing 534,800 500,000 483,600 471,700 462,300
Wholesale Trade 217,300 214,100 215,100 219,300 225,200
Retail Trade 398,200 399,300 405,400 414,400 423,200
Trans., Warehousing, Utilities 167,200 161,500 161,100 161,700 165,700
informaticn 207,300 202,300 211,900 207,600 209,700
Financial and Insurance 159,800 165,000 165,000 166,200 169,000
Real Estate, Rental & Leasing 72,800 74,800 76,700 77,800 79,000
Professional and Business Services 575,000 559,900 562,400 576,100 594,700
Educational and Health Services 450,400 460,400 487,000 471,300 481,300
Leisure and Hospitality 354,200 362,600 372,800 377,800 387,500
Other Services 145,600 145,500 144,700 144,300 145,700
Federal Government 54,100 55,500 54,400 53,500 52,300
State Government 80,800 80,800 79,000 78,200 79,500
Local Government 471,100 463,000 453,800 452,000 456,800
Total All Industries ¥ $4,034,600  $3,990,800  $4,004,i100 $4,031,600  $4,100,200

& Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household domestic
workers, and workers on strike.

May not add due to rounding.
Source: State of California Employment Development Department.



The table below lists the major employers in the Los Angeles County area. Major private
employers in the Los Angeles area include those in aerospace, health care, entertainment,
electronics, retail and manufacturing. Major public sector employers include public universities
and schools, the State of California and Los Angeles County.

Employer Name

American Honda Motor Co Inc
Amitrak

BP Carson Refinery

BP West Coast Products
Century Plaza Towers
Children's Hospital

Gardena Fire Dept

Jet Propulsion Laboratory
Kaiser Foundation Hospital
Kaiser Permanente

L A County Fire Dept
Lockheed Martin Aeronautics Co
Long Beach Memorial Med Ctr
Los Angeles Police Dept
Pacific Enterprises Co

Penske Truck Rental

Six Flags Magic Mountain Inc
Sony Pictures Entertainment
UCLA

University-Southern California
VA Greater Los Angeles Health
Walt Disney Co

Westcoast

Women & Childrens Hospital

Source: State of California Employment Development Department.

LOS ANGELES COUNTY
Major Employers

2008

Location
Torrance
Los Angeles
Carson
Carson

Los Angeles
Long Beach
Gardena
Pasadena
lLos Angeles
Los Angeles
Los Angeles
Palmdale
Long Beach
Los Angeles
l.os Angeles
Burbank
Valencia
Culver City
Los Angeles
Los Angeles
Los Angeles
Burbank
Carson

Los Angeles

D-3

Industry

Automobile & Truck Brokers (Whol)
Government-Railroads Line-Haul Operators
Misc Indstrl Equip & Supls Nec (Whol)

Oil Field Equipment (Wholesale)

Office Buildings & Parks

Hospitals

Fire Departmenis

Laboratories

Hospitals

Physicians & Surgeons

Fire Departmenis

Aerospace Industries (Mfrs)

Hospitals

Police Departments

Exporters (Whol)

Truck Renting & Leasing

Amusement Places

Motion Picture Film-Distrs & Exchs
Schools-Universities & Colleges Academic
Schools-Universities & Colleges Academic
Hospitals

Investments

Marketing Programs & Services

Hospitals



Commercial Activity

A summary of historic taxable sales within the City and the County during the past five
years for which data is available is shown in the following tables.

CITY OF BEVERLY HILLS
Taxable Transactions
(dollars in thousands)

Retail Stores Total Outlets

Retail Permits Taxable Total Permits Taxable
Year on July 1 Transactions on July 1 Transactions
2002 1,272 1,256,588 2,595 1,623,979
2003 1,340 1,335,421 2,648 1,727,682
2004 1,364 1,503,055 2,644 1,946,706
2005 1,402 1,616,585 2,708 2,095,215
20086 1,457 1,701,027 2,734 2,237 643

Source: State of California, Board of Equalization.

LOS ANGELES COUNTY
Taxable Transactions
(dollars in thousands)

Retail Stores

Total Qutlets

Retail Permits Taxable Total Permits Taxable
Year on July 1 Transactions on July 1 Transactions
2002 120,420 74,547,977 281,496 108,753,064
2003 128,313 79,426,726 289,892 113,685,422
2004 134,717 86,496,685 295,398 122,533,104
2005 139,641 92,271,155 298,083 130,722,373
2008 142,512 95,554,193 295,701 136,162,552

Source: State of California, Board of Equalization.
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Construction Trends

Provided below are the building permits and valuations for the City and the County for
calendar years 2002 through 2006.

CITY OF BEVERLY HILLS
Building Permit Valuations
(dollars in thousands)

2002 2003 2004 2005 2006

Permit Valuation
New Single-family $20,905.0 $30,285.0 $26,078.0 $58,546.0 $ 49,643.0
New Multi-famity 3,000.0 2,500.0 46,100.0 7,300.0 2,440.0
Res. Alterations/Additions 23,883.3 32,190.2 29.678.6 32,5756 37.290.2

Total Residential 47,788.3 64,975.2 101,856.6 98,4216 89,373.2
New Commercial 34,3200 9,050.0 8,525.0 1,800.0 31,500.0
New Industrial 0.0 0.0 0.0 0.0 0.0
New Cther 5,484.7 4,984.9 6,367.2 12,050.2 16,649.8
Com. Alterations/Additions 27.680.0 43641.8 54.293.1 41.596.3 56.991.9

Total Nonresidential 67,4846 57,676.8 69,185.3 55,446.5 105,141.7
New Dwelling Units
Single Family 26 36 34 42 26
Multiple Family 10 15 213 i7 36

TOTAL 36 51 247 59 62

Source: Construction Industry Research Board, Building Permit Summary

LOS ANGELES COUNTY
Building Permit Valuations
(dollars in thousands)

2002 2003 2004 2005 2008

Permit Valuation
New Single-family $2,031,600.8 $2,584,850.1 $2,923,786.0 $2,915511.7 $2,560,588.5
New Multi-family 1,084,703.1 1,178,698.2 1,915,862.5 1,810,154.7 2,205,262.8
Res. Alterations/Additions 1,172,433.0 1,390,128.9 1,727.7994 1,962,196.0 1.981.614.8

Total Residential 4,208,7458 5,153,678.9 6,5674480 6,687,862.3 6,747466.2
New Commercial 851,063.1 687,654.4 975,000.5 1,073,4459 1,251,9550
MNew Industrial 225,428.5 276,414 .1 178,199.5 277,419.0 181,821.1
New QOther 446,748.1 602,067.1 615,702.5 804,290.5 767,924.9
Com. Alterations/Additions 1.297.057.0 13765415 1403741.8 16689831 1,683,835.1

Total Nonresidential 2.920,296.7 29316771 3,173,5444 3,824,1384  3,895,536.1
New Dwelling Units
Single Family 8,217 10,217 11,752 11,911 10,097
Multiple Family 11,147 11,096 15,183 13,736 16,251

TOTAL 19,364 21,313 26,935 25,647 26,348

Source: Construction Industry Research Board, Building Permit Summary



Effective Buying Income

“Effective Buying Income” is defined as personal income less personal tax and non-tax
payments, & number often referred to as “disposable” or “after-tax” income. Personal income is
the aggregate of wages and salaries, other labor-related income {such as employer
contributions to private pension funds), proprietor's income, rental income (which includes
imputed rental income of owner-occupants of non-farm dwellings), dividends paid by
corporations, interest income from all sources, and transfer payments (such as pensions and
welfare assistance). Deducted from this total are personal taxes (federal, state and local), non-
tax payments (fines, fees, penalties, efc.) and personal contributions to social insurance.
According to WU.S. government definitions, the resultant figure is commonly known as
“disposable personal income.”

The following fable summarizes the total effective buying income for the County of Los Angeles, the State
and the United States for the period 2002 through 2006,

LOS ANGELES COUNTY
Effective Buying Income
2002 through 2006

Total Effective
Buying Income

Median Household
Effective
Buying Income

Year Area {000’'s Omitted}
2002 L.os Angeles County $ 162,413,790 $37,983
California 647,879,427 42,484
United States 5,340,682,818 38,035
2003 Los Angeles County $ 169,307,295 $38,311
California 674,721,020 42,924
United States 5,466,880,008 38,201
2004 Los Angeles County $ 177,575,730 $39,414
California 705,108,410 43,915
United States 5,692,909,567 39,324
2005 Los Angeles County $ 180,142,797 $40,020
California 720,798,106 44,681
United States 5,894,663,363 40,529
2006 Los Angeles County $ 190,915,435 $41,683
California 764,120,963 46,275
United States 6,107,092,244 41,255
Source: Sales & Marketing Management Survey of Buying Power for 2001

through 2004; Claritas Demographics for 2005 and 2006.
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APPENDIX F
DTC AND THE BOOK-ENTRY ONLY SYSTEM

The following description of the Depository Trust Company (“DTC”), the procedures and
record keeping with respect to beneficial ownership inferests in the Bonds, payment of principal,
interest and other payments on the Bonds to DTC Participants or Beneficial Owners,
confirmation and transfer of beneficial ownership interest in the Bonds and other related
fransactions by and between DTC, the DTC Participants and the Beneficial Owners is based
solely on information provided by DTC. Accordingly, no representafions can be made
concerning these matters and neither the DTC Participants nor the Beneficial Owners shoulfd
rely on the foregoing information with respect to such matfers, but should instead confirm the
same with DTC or the DTC Participants, as the case may be.

Neither the issuer of the Bonds (the “Issuer”) nor the trustee, fiscal agent or paying agent
appointed with respect to the Bonds (the “Agent’) take any responsibility for the information
contained in this Appendix.

No assurances can be given that DTC, DTC Participants or Indirect Parlicipants will
distribute to the Beneficial Owners (a) payments of interest, principal or premium, if any, with
respect to the Bonds, (b) certificates representing ownership interest in or other confirmation or
ownership interest in the Bonds, or (c) redemption or other notices sent to DTC or Cede & Co.,
its nominee, as the registered owner of the Bonds, or that they will sc do on a timely basis, or
that DTC, DTC Parlicipants or DTC Indirect Pariicipants will act in the manner described in this
Appendix. The current "Rules" applicable to DTC are on file with the Securities and Exchange
Commission and the current "Procedures” of DTC fo be followed in dealing with DTC
Participants are on file with DTC.

1. The Depository Trust Company (“DTC”), New York, NY, will act as securities
depository for the securities (the “Bonds”). The Bonds will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s parinership nominee) or such other
name as may be requested by an authorized representative of DTC. One fully-registered Bond
certificate will be issued for the Bonds, in the aggregate principal amount of such issue, and will
be deposited with DTC. If, however, the aggregate principal amount of any issue exceeds $500
million, one certificate will be issued with respect to each $500 million of principal amount and
an additional certificate will be issued with respect to any remaining principal amount of such
issue.

2. DTC, the world’s largest depository, is a limited-purpose trust company organized
under the New York Banking Law, a "banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a "clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds
and provides asset servicing for over 2.2 million issues of U.3. and non-U.S. equity, corporate
and municipal debt issues, and money market instrument from over 100 countries that DTC’s
participants (*Direct Participants™) deposit with DTC. DTC also facilitates the post-trade
settlement among Direct Participants of sales and other securities transactions in deposited
securities through electronic computerized book-entry transfers and pledges between Direct
Participants’ accounis. This eliminates the need for physical movement of securities certificates.
Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. BTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (*“DTCC”). DTCC, in turn, is owned
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by a number of Direct Participants of DTC and Members of the National Securities Clearing
Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing Corporation
(NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the New York Stock
Exchange, Inc., the American Stock Exchange LLC, and the Nationa! Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-
U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that
clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants”). DTC has Standard & Poor's highest rating: AAA. The DTC
Rules applicable to its Participants are on file with the Securities and Exchange Commission.
More information about DTC can be found at www.dicc.com and www.dtc.org. The information
contain on this Internet site is not incorporated herein by reference.

3. Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC's records. The ownership interest
of each actual purchaser of each Bond {"Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected fo receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Bonds are o be accomplished by entries
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
Beneficial Owners will not receive certificates representing their ownership interests in Bonds,
except in the event that use of the book-entry system for the Bonds is discontinued.

4. To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC
are registered in the name of DTC's partnership nominee, Cede & Co. or such other name as
may be requested by an authorized representative of DTC. The deposit of Bonds with DTC and
their registration in the name of Cede & Co. or such other nominee do not effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds;
DTC's records reflect only the identity of the Direct Participants to whose accounts such Bonds
are credited, which may or may not be the Beneficial Owners. The Direct and indirect
Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

5. Canveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time. Beneficial Owners of Bonds may
wish fo take certain steps to augment transmission to them of notices of significant events with
respect to the Bonds, such as redemptions, tenders, defaults, and proposed amendments to the
security documents. For example, Beneficial Owners of Bonds may wish to ascertain that the
nominee holding the Bonds for their benefit has agreed to obtain and transmit notices to
Beneficial Owners, in the alternative, Beneficial Owners may wish {o provide their names and
addresses fo the registrar and request that copies of the notices be provided directly to them.

6. Redemption nofices shall be sent to DTC. If less than all of the Bonds within an issue
are being redeemed, DTC's practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.

7. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with
respect to the Bonds unless authorized by a Direct Partisipant in accordance with DTC's
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to lssuer as soon as



possible after the record date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting
rights to those Direct Participants to whose accounts the Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and interest payments on the Bonds will be made
fo Cede & Co., or such other nominee as may be requested by an authorized representative of
DTC. DTC'’s practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and
corresponding detail information from Issuer or Agent on payable date in accordance with their
respective holdings shown on DTC's records. Payments by Participants to Beneficial Owners
will be governed by standing instructions and customary practices, as is the case with securities
held for the accounts of customers in bearer form or regisiered in “street name,” and will be the
responsibility of such Participant and not of DTC nor its nominee, Agent, or lssuer, subject to
any statuiory or regulatory requirements as may be in effect from time to time. Payment of
redemption proceeds, distributions, and dividend paymenis to Cede & Co. {or such cther
nominee as may be requested by an authorized representative of DTC) is the responsibility of
Issuer or Agent, disbursement of such payments o Direct Participants will be the responsibility
of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility
of Direct and Indirect Participants.

9. DTC may discontinue providing its services as securities depository with respect to
the Bonds at any time by giving reascnable notice to Issuer or Ageni. Under such
circumstances, in the event that a successor securities depository is not obtained, Bond
certificates are required to be printed and delivered.

10. Issuer may decide to discontinue use of the system of book-entry-only fransfers
through DTC (or a successor securities depository). In that event, Bond certificates will be
printed and delivered to DTC.

11. The information in this section concerning DTC and DTC’s book-entry system has

been obtained from sources that Issuer believes to be reliable, but Issuer takes no responsibility
for the accuracy thereof.

F-3
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CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY
2008 Wastewater Revenue Refunding Bonds, Series A

BOND PURCHASE CONTRACT

March __, 2008

City of Beverly Hills Public Financing Authority
455 N. Rexford Drive, Room 250
Beverly Hills, California 90210

City of Beverly Hills
455 N. Rexford Drive, Room 250
Beverly Hills, California 20210

Ladies and Gentlemen:

E. J. De La Rosa & Co., Inc., on behalf of itself and Bear, Stearns & Co. Inc.
(collectively, the “Underwriter”) offers to enter into this Bond Purchase Contract (this “Purchase
Contract”) with the City of Beverly Hills Public Financing Authority (the *Authority”) and the City
of Beverly Hills (the "City”). This offer is made subject to the Authority's and the City's
acceptance by execution of this Purchase Contract and delivery of the same to the Underwriter
on or before 11:59 p.m. on the date hereof, and, if not so accepted, will be subject to withdrawal
by the Underwriter upon notice delivered to the Authority and the City at any time prior to such
acceptance. Upon the Authority's and the City's acceptance hereof, the Purchase Contract will
be binding upon the Authority, the City and the Underwriter.

Capitalized terms used in this Purchase Contract and not otherwise defined herein shall
have the respective meanings set forth for such terms in the indenture (defined below).

Section 1. Purchase and Sale. Upon the terms and conditions and upon the basis of
the representations set forth in this Purchase Contract, the Underwriter agrees to purchase from
the Authority, and the Authority agrees to sell and deliver to the Underwriter, all (but not less
than all) of the bonds captioned above (the “Bonds") at a purchase price of §

(being an amount equal to the principal amount of the Bonds ($ ), less a net
original issue discount of § , less an underwriter's discount of
3 ). The obligations of the Underwriter to purchase, accept delivery of and pay

for the Bonds shall be conditioned on the sale and delivery of all of the Bonds by the Authority to
the Underwriter at Closing.



Section 2. Bond Terms; Authorizing Instruments. (a) The Bonds shall be dated their
date of delivery and shall mature and bear interest as shown on Exhibit A attached hereto. The
Bonds shall be as described in, and shall be issued and secured under, an Indenture of Trust
(the “Indenture”), dated as of April 1, 2008, between the Authority and U.S. Bank National
Association, as trustee {the “Trustee”). The Bonds are payable and subject to prepayment as
provided in the Indenture and as described in the Official Statement.

(b) The Bonds will be issued pursuant to Article 4 of Chapter 5, Division 7, Title 1 of the
Government Code of the State of California, commencing with Section 6584 and are payable
from and secured by the Authority's pledge of “Net Revenues” under and as defined in the
Indenture, consisting primarily of instaliment payments to be made by the City to the Authority
under an Installment Sale Agreement dated as of April 1, 2008, by and between the Authority
and the City.

Section 3. Public Offering. The Underwriter agrees to make an initial bona fide public
offering of all of the Bonds, at not in excess of the initial public offering yields or prices set forth
on Exhibit A attached hereto. Following the initial public offering of the Bonds, the offering
prices may be changed from time to time by the Underwriter.

Section 4. Official Statement; Continuing Disclosure. (a) The Authority has
delivered to the Underwriter the Preliminary Official Statement dated March
2008 (the "Preliminary Official Statement”) and will deliver to the Underwriter the final Oﬂ'"ClaE
Statement dated the date of this Purchase Confract (as amended and supplemented from time
to time pursuant to Section 5(i) of this Purchase Contract, the "Official Statement”).

(b) The Authority hereby authorizes the use of the Official Statement and the
information contained therein by the Underwriter in connection with the public offering and the
sale of the Bonds. The Authority consents to the use by the Underwriter prior fo the date hereof
of the Preliminary Official Statement in connection with the public offering of the Bonds. The
Underwriter hereby agrees that they will not send any confirmation requesting payment for the
purchase of any Bonds unless the confirmation is accompanied by or preceded by the delivery
of a copy of the Official Statement. The Underwriter agrees to: (1) provide the Authority with
final pricing information on the Bonds on a timely basis prior to the Closing and (2) take any and
all other actions necessary to comply with applicable Securities and Exchange Commission
rules and MSRB rules governing the offering, sale and delivery of the Bonds to uliimate
purchasers.

(c) In connection with issuance of the Bonds, and in order fo assist the Underwriter
with complying with the provisions of Securities and Exchange Commission Rule 15¢2-12 (“Rule
15c2-12"), the City, on behalf of itself and the Authority, will execute a continuing disclosure
certificate countersigned by U.S. Bank National Association, as dissemination agent (the
“Continuing Disclosure Certificate"), under which the City will undertake to provide certain
financial and operating data as required by Rule 15c2-12. The form of the Continuing
Disclosure Certificate will be attached as an appendix to the Preliminary and Final Official
Statements.

Section 5. Representations, Warranties and Covenanis of the Authority. The
Authority hereby represents, warrants and agrees with the Underwriter that:



() The Board (the "Board”) of the Authority has taken official action by resolution
(the “Authority Resolution”) adopted by a majority of the members of the Board at a meeting
duly called, noticed and conducted, at which a quorum was present and acting throughout,
authorizing the execution, delivery and due performance of the Indenture, the Installment Sale
Agreement, and this Purchase Contract (collectively, the "Authority Agreements”) and the
Official Statement and the taking of any and all such action as may be required on the part of
the Authority to carry out, give effect to and consummate the transactions contemplated hereby.

{b) The Authority is a joint exercise of powers authority duly organized and existing
under the laws of the State of California (the “State”) and has all necessary power and authority
to adopt the Authority Resolution, to enter into and perform its duties under the Authority
Agreements and, when executed and delivered by the respective parties thereto, the Authority
Agreements will each constitute legal, valid and binding obligation of the Authority enforceable
in accordance with its respective terms.

{c) By all necessary official action, the Autherity has duly authorized the preparation
and delivery of the Preliminary Official Statement and the preparation, execution and delivery of
the Official Statement, has duly authorized and approved the execution and delivery of, and the
performance of its obligations under, the Bonds and the Authority Agreements, and the
consummation by it of all other transactions contemplated by the Authority Resolution, the
Authority Agreements, the Preliminary Official Statement and the Official Statement. When
executed and delivered by their respective parties, the Authority Agreements (assuming due
authorization, execution and delivery by and enforceability against the other parties thereto) will
be in full force and effect and each will constitute legal, valid and binding agreements or
obligations of the Authority, enforceable in accordance with their respective terms, except as
enforcement thereof may be limited by bankruptcy, insolvency, reorganization, moratorium or
similar laws or equitable principles relating to or limiting creditors righis generally, the
application of equitable principles, the exercise of judicial discretion and the limitations on legal
remedies against public entities in the State.

{d) At the time of the Authority's acceptance hereof and at all times subsequent
thereto up to and including the time of the Closing, the information and statements in the Official
Statement under the heading “THE AUTHORITY” dc not and will not contain any untrue
statement of a material fact or omit to state a material fact required to be stated therein or
necessary to make the statements therein, in the light of the circumstances under which they
were made, not misleading.

(e} As of the date hereof, there is no action, suit, proceeding or investigation before
or by any court, public board or body pending against the Authority or, to the best knowledge of
the Authority, threatened, wherein an unfavorable decision, ruling or finding would: (i) affect the
creation, organization, existence or powers of the Authority, or the titles of its members or
officers; (ii) in any way question or affect the validity or enforceability of Authority Agreements or
the Bonds, or {jii) in any way question or affect the Purchase Contract or the transactions
contemplated by the Purchase Contract, the Official Statement, or any other agreement or
instrument to which the Authority is a party relating to the Bonds.

) There is no consent, approval, authorization or other order of, or filing or
registration with, or certification by, any regulatory authority having jurisdiction over the Authority
required for the execution and delivery of this Purchase Contract or the consummation by the



Authority of the other transactions contemplated by the Official Statement or the Authority
Agreements.

(@ Any certificate signed by any official of the Authority authorized to do so shall be
deemed a representation and warranty by the Authority to the Underwriter as to the statements
made therein.

(h) Except as previously disclosed to the Underwriter, the Authority is not in default,
and at no time has the Authority defaulted in any material respect, on any bond, note or other
obligation for borrowed money or any agreement under which any such obligation is or was
outstanding.

(@) (1) If any event occurs of which the Authority has knowledge between the
date of this Purchase Contract and the date of the Closing that might or would cause the
Official Statement, as then supplemented or amended, to contain an untrue statement of
a material fact or to omit to state a material fact required to be stated therein or
necessary to make the statements therein, in the light of the circumstances under which
they were made, not misleading, the Authority shall notify the Underwriter and, if in the
opinion of the Underwriter, such event requires the preparation and publication of a
supplement or amendment to the Official Statement, the Authority will cooperate with the
Underwriter in causing the Official Statement to be amended or supplemented in a form
and in a manner approved by the Underwriter. All expenses thereby incurred will be
paid by the Authority, and the Underwriter will file, or cause to be filed, the amended or
supplemented Official Statement with a nationally recognized securities information
repository.

(2) After the Closing, the Authority will not participate in the issuance of any
amendment of or supplement to the Official Statement to which, after being furnished
with a copy, the Underwriter reasonably objects in writing or which is disapproved by
Underwriter's Counsel. [f any event relating to or affecting the Authority occurs as a
result of which it is necessary, in the opinion of the Underwriter, to amend or supplement
the Official Statement in order to make the Official Statement not misieading in the light
of the circumstances existing at the time it is delivered to a purchaser, the Authority will
use its best efforts to assist the Underwriter in preparing {(at the expense of the Authority
for 90 days after the date of the Closing, and thereafter at the expense of the
Underwriter) a reasonable number of copies of an amendment of or supplement to the
Official Statement (in form and substance satisfactory to the Underwriter) which will
amend or supplement the Official Statement so that it will not contain an untrue
statement of a material fact or omit to state a material fact necessary in order to make
the statements therein, in the light of the circumstances existing at the time the Official
Statement is delivered fo a purchaser, not misleading. For the purposes of this
subsection, the Authority will furnish such information with respect to itself as the
Underwriter may from fime to time reasonably request.

Section 6. Representations, Warranties and Covenants of the City. The City
hereby represents, warrants and agrees with the Underwriter that:

(a) The city council (the “City Council”) of the City has taken official action by
Resolution (the “City Resolution”) adopted by a majority of the members of the City Council at
meetings duly called, noticed and conducted, at which a quorum was present and acting



throughout, authorizing the execution, delivery and due performance of the Installment Sale
Agreement, the Continuing Disclosure Certificate and this Purchase Contract (collectively, the
“City Agreements”) and the Official Statement and the taking of any and all such action as may
be required on the part of the City to carry out, give effect to and consummate the transactions
contemplated hereby.

(b) The City is a municipal corporation duly organized and existing under the laws of
the State of California (the "State”) and has all necessary power and authority to adopt the City
Resolution, to enter into and perform its duties under the City Agreements and, when executed
and delivered by the respective parties thereto, the City Agreements will each constitute legal,
valid and binding obligation of the City enforceable in accordance with its respective terms.

{c) By all necessary official action, the CHy has duly adopied the City Resolution,
has duly authorized the preparation and delivery of the Preliminary Official Statement and the
preparation, execution and delivery of the Official Statement, has duly authorized and approved
the execution and delivery of, and the performance of its obligations under, the City
Agreements, and the consummation by it of all other fransactions contemplated by the City
Resolution, the City Agreements, the Preliminary Official Statement and the Official Statement.
When executed and delivered by their respective parties, the City Agreements (assuming due
authorization, execution and delivery by and enforceability against the other parties thereto) will
be in full force and effect and each will constitute legal, valid and binding agreements or
obligations of the City, enforceable in accordance with their respective terms, except as
enforcement thereof may be limited by bankruptey, insolvency, reorganization, moratorium or
similar laws or equitable principles relating to or limiting creditors rights generally, the
application of equitable principles, the exercise of judicial discretion and the limitations on legal
remedies against public entities in the State.

(d) At the time of the City's acceptance hereof and at all times subsequent thereto up
fo and including the time of the Closing, the information and statements in the Official Statement
do not and will not contain any untrue statement of a material fact or omit to state a material fact
required to be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading.

{e) As of the date hereof, there is no action, suit, proceeding or investigation before
or by any court, public board or body pending against the City or, to the best knowledge of the
City, threatened, wherein an unfavorable decision, ruling or finding would: (i) affect the creation,
organization, existence or powers of the City, or the titles of its members or officers; (ii) in any
way guestion or affect the validity or enforceability of City Agreements or the Bonds, or (ii) in
any way question or affect the Purchase Contract or the transactions contemplated by the
Purchase Contract, the Official Statement, or any other agreement or instrument to which the
City is a party relating to the Bonds.

{f) There is no consent, approval, authorization or other order of, or filing or
registration with, or certification by, any regulatory authority having jurisdiction over the City
required for the execution and delivery of this Purchase Confract or the consummation by the
City of the other transactions contemplated by the Official Statement or the City Agreements.



(@) Any certificate signed by any official of the City authorized to do so shall be
deemed a representation and warranty by the City to the Underwriter as fo the statements made
therein.

(h) Except as previously disclosed to the Underwriter, the City is not in defaulf, and
at no time has the City defaulted in any material respect, on any bond, note or other obligation
for borrowed money or any agreement under which any such obligation is or was outstanding.

(® (1) Except as disclosed in the Official Statement or otherwise disclosed in writing
to the Underwriter, there has not been any materially adverse change in the financial condition
of the City since June 30, 2007 and there has been no occurrence, circumstance or combination
thereof which is reasonably expected to result in any such materially adverse change.

{2) If any event occurs of which the City has knowledge between the date of this
Purchase Contract and the date of the Closing that might or would cause the Official
Statement, as then supplemented or amended, to contain an unirue statement of a
material fact or to omit to state a material fact required to be stated therein or necessary
to make the statements therein, in the light of the circumstances under which they were
made, not misleading, the City shall notify the Underwriter and, if in the opinion of the
Underwriter, such event requires the preparation and publication of a supplement or
amendment to the Official Statement, the City will cooperate with the Underwriter in
causing the Official Statement to be amended or supplemented in a form and in a
manner approved by the Underwriter. All expenses thereby incurred will be paid by the
City, and the Underwriter will file, or cause to be filed, the amended or supplemented
Official Statement with a nationally recognized securities information repository.

(3) After the Closing, the City will not participate in the issuance of any
amendment of or supplement to the Official Statement to which, after being furnished
with a copy, the Underwriter reasonably objects in writing or which is disapproved by
Underwriter's Counsel. If any event relating to or affecting the City occurs as a result of
which i is necessary, in the opinion of the Underwriter, to amend or supplement the
Official Statement in order to make the Official Statement not misleading in the light of
the circumstances existing at the time it is delivered to a purchaser, the City will use its
best efforts to assist the Underwriter in preparing (at the expense of the City for 80 days
after the date of the Closing, and thereafier at the expense cof the Underwriter) a
reasonable number of copies of an amendment of or supplement to the Official
Statement (in form and substance satisfactory to the Underwriter) which will amend or
supplement the Official Statement so that it will not contain an untrue statement of a
material fact or omit to state a material fact necessary in order to make the statements
therein, in the light of the circumstances existing at the time the Official Statement is
delivered to a purchaser, not misleading. For the purposes of this subsection, the City
will furnish such information with respect to itself as the Underwriter may from time to
time reasonably request.

(i) Except as disclosed in the Official Statement or otherwise disclosed in writing to
the Underwriter, the City has not previously failed to comply in all material respects with any
undertakings under Rule 15¢c2-12.



Section 7. The Closing. (a) At 8:00 A.M., San Francisco time, on April __, 2008, or on
such earlier or later time or date as may be agreed upon by the Underwriter, the Authority and
the City (the “Closing”), the Authority shall deliver or cause to be delivered to the Underwriter, at
a location or locations to be designated by the Underwriter in New York, New York, the duly
executed Bonds (delivered through the book-entry system of The Depository Trust Company).
Prior to the Closing, the Authority shall deliver, at the offices of Bond Counsel in San Francisco,
California, or such other place as are mufually agreed upon by the Underwriter and the
Authority, the other documents described in this Purchase Contract. On the date of the Closing,
the Underwriter shall pay the purchase price of the Bonds as set forth in Section 1 of this
Purchase Contract in immediately available funds to the order of the Trustee.

(b) The Bonds shall be issued in fully registered form and shall be prepared and
delivered as one Bond for each maturity registered in the name of a nominee of The Depository
Trust Company, New York, New York (“DTC"). It is anticipated that CUSIP identification
numbers will be inserted on the Bonds, but neither the failure to provide such numbers nor any
error with respect thereto shall constitute a cause for failure or refusal by the Underwriter o
accept delivery of the Bonds in accordance with the terms of this Purchase Contract.

Section 8. Conditions to Underwriter’s Obligations. The Underwriter has entered
into this Purchase Contract in reliance upon the representations and warranties of the Authority
and the City contained herein and to be contained in the documents and instruments to be
delivered on the date of the Closing, and upon the performance by the Authority and the City of
their respective obligations to be performed hereunder and under such documents and
instruments to be delivered at or prior to the date of the Closing. The Underwriter's obligations
under this Purchase Contract are and shall also be subject to the following conditions:

(a) The representations and warranties of the Authority and the City contained in this
Agreement shall be true and correct in all material respects on the date of this Purchase
Contract and on and as of the date of the Closing as if made on the date of the Closing;

(b) As of the date of the Closing, the Official Statement may not have been
amended, modified or supplemented, except in any case as may have been agreed to by the
Underwriter;

(c) (i) As of the date of the Closing, the Authority Resolution, the City Resolution, the
Authority Agreements and the City Agreements shall be in full force and effect, and shall not
have been amended, modified or supplemented, except as may have been agreed to by the
City and Underwriter, (i) the Authority shall perform or have performed alt of its obligations
required under or specified in the Authority Resolution, the Authority Agreements and this
Purchase Contract to be performed at or prior to the date of the Closing; and (jii) the City shall
perform or have performed all of its obligations required under or specified in the City
Resolution, the City Agreements and this Purchase Contract to be performed at or prior to the
date of the Closing;

(d) As of the date of the Closing, all necessary official action of the Authority relating
to the Authority Agreements, the Authority Resolution and the Official Statement, and all
necessary official action of the City relating to the City Agreements, the City Resolution, and the
Official Statement, shall have been taken and shall be in full force and effect and shall not have
been amended, modified or supplemented in any material respect;



(e) Subsequent to the date of this Purchase Contract, up to and including the date of
the Closing, there shall not have occurred any change in or particularly affecting the Authority,
the City, or the City’'s Wastewater Enterprise, as these matters are described in the Official
Statement, which in the reasonable professional judgment of the Underwriter materially impairs
the investment quality of the Bonds;

H As of or prior to the date of the Closing, the Underwriter shall have received each
of the following documents:

(1) Certified copies of the Authority Resolution and the City Resolution.

(2) Duly executed copies of the Indeniure, the Installment Sale Agreement,
ihe Continuing Disclosure Certificate and this Purchase Contract.

(3) The Preliminary Official Statement and the Official Statement, with the
Official Statement duly executed an behalf of the Authority and the City.

4) An approving opinion of Bond Counsel, dated as of the Closing, as to the
validity of the Bonds and the exclusion of interest on the Bonds from federal gross
income and State income taxation, addressed o the Authority and the City substantially
in the form attached as an appendix to the Official Statemeni, and a reliance letter with
respect thereto addressed to the Underwriter.

(5) A supplemental opinion of Bond Counsel, addressed to the Underwriter,
to the effect that:

(i) The Purchase Coniract has been duly executed and delivered by
the Authority and the City and is valid and binding upon the Authority and the
City, subject to laws relating to bankrupfcy, insolvency, reorganization or
creditors’ rights generally and to the application of equitable principles;

(i) The Bonds are exempt from registration pursuant to the Securities
Act of 1933, as amended (the “Securities Act"), and the Indenture is exempt from
qualification pursuant to the Trust Indenture Act of 1939, as amended; and

(iii) The statements contained in the Official Statement on the cover
and under the headings “INTRODUCTION,” “THE 2008 BONDS,” “SECURITY
FOR THE BONDS” and “TAX MATTERS,” and in “APPENDIX A — Summary of
Principal Legal Documents” and "AFPENDIX E - Form of Opinion of Bond
Counsel,” insofar as such statements purport to describe certain provisions of the
Bonds, or to state legal conclusions and the opinion of Bond Counsel regarding
the tax-exempt nature of the Bonds, present a fair and accurate summary of the
provisions thereof.

(6) The opinion of Jones Hall, as Disclosure Counsel, addressed to the
Authority, the City and the Underwriter, to the effect that, based upon the information
made available to them in the course of their pariicipation in the preparation of the
Official Statement and without passing on and without assuming any responsibility for



the accuracy, completeness and fairness of the statements in the Official Statement, and
having made no independent investigation or verification thereof, no facts have come to
their aftention that lead them to believe that, as of the date of the Closing, the Official
Statement (except for the appendices thereto, any financial or statistical data or
forecasts, numbers, charts, estimates, projections, assumptions or expressions of
opinion, or any information about DTC or its book-entry only system, as to which no
opinion or view need be expressed) contains any untrue statement of a material fact or
omits to state any material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were made, not
misleading.

(N An opinicn of the City Attorney, dated as of the Closing addressed to the
Authority, the City and the Underwriter, in form and substance acceptabile fo the
Underwriter, to the effect that:

i The City is @ municipal corporation organized and validly existing
under the laws of the State of California with full legal right, power and authority
to perform all of its obligations under this Purchase Contract, and the City
Agreements (as defined in this Purchase Contract). The City has duly authorized,
executed and delivered the City Agreements and the other documents relating to
the Bonds to which it is a party, and assuming due authorization, execution and
delivery by the other parties thereto, as necessary, the City Agreements
constitute legal, valid and binding agreements of the City enforceable against the
City in accordance with their terms, except as the enforceahility thereof may be
limited by bankrupfcy, moratorium, insolvency, equitable remedies and other
laws affecting creditors' rights or remedies.

(i} To the best of the City Attorney’s knowledge, there is no action, suit or
proceeding before or by any court, public board or body pending or threatened
wherein an unfavorable decision, ruling or finding would (a) affect the creation,
organization, existence or powers of the City or the titles of its officers {o their
respective offices, {b) in any way question or affect the validity or enforceability of
the City Agreements or the Bonds, (c) find illegal, invalid or unenforceable the
City Agreements or the fransactions contemplated thereby, or any other
agreement or instrument related {o the issuance of the Bonds to which the City is
a party, or (d) have a material adverse effect on the making of Debt Service
payments from the Net Revenues pledged to secure the Bonds under the
Indenture.

(iiy The execution and delivery of the City Agreements and the other
instruments contemplated by any of such documents to which the City is a party,
and compliance with the provisions of each thereof, will not conflict with or
constitute a breach of or default under any applicable law or administrative rule
or regulation of the State of California, the United States or any department,
division, agency or instrumentality of either thereof, or any applicable court or
administrative decree or order or any loan agreement, note, resolution, indenture,
contract, agreement or other instrument to which the City is a party or is
otherwise subject or bound in @ manner which would materially adversely affect
the City's performance under the City Agreements.



(iv) All approvals, consents, authorizations, elections and orders of or
filings or registrations with any governmental authority, board, agency or
commission having jurisdiction which would constitute a condition precedent to,
or the absence of which would materially adversely affect, the performance by
the City of its obligations under the City Agreements have been obtained and are
in full force and effect.

(v) The Authority is a joint exercise of powers authority organized and
validly existing under the laws of the State of California with full legal right, power
and authority to perform all of its obligations under this Purchase Contract and
the Authority Agreements (as defined in this Purchase Contract). The Authority
has duly authorized, executed and delivered the Official Statement (as defined in
this Purchase Contract), the Authority Agreements and the other documents
relating to the Bonds to which it is a party, and assuming due authorization,
execution and delivery by the other parties thereto, as necessary, the Authority
Agreements constitute legal, valid and binding agreements of the Authority
enforceable against the Authority in accordance with their terms, except as the
enforceability thereof may be limited by bankruptey, moratorium, insolvency,
equitable remedies and other laws affecting creditors’ rights or remedies.

(vi} The execution and delivery by the Authority of the Authority
Agreements, the Official Statement and the other instruments contemplated by
any of such documents to which the Authority is a party, and compliance with the
provisions of each thereof, will not conflict with or constitute a breach of or default
under any applicable law or administrative rule or regulation of the State of
California, the United States or any department, division, agency or
instrumentality of either thereof, or any applicable court or administrative decree
or order or any loan agreement, note, resolution, indenture, contract, agreement
or other instrument to which the Authority is a party or is otherwise subject or
bound in a manner which would materially adversely affect the Authority's
performance under the Authority Agreements.

(vii) To the best of the City Attorney's knowledge, there is no action, suit
or proceeding before or by any court, public board or body pending or threatened
wherein an unfavorable decision, ruling or finding would (a) affect the creation,
organization, existence or powers of the Authority or the titles of its officers to
their respective offices, (b) in any way question or affect the validity or
enforceability of the Authority Agreements or the Bonds, or (c) find illegal, invalid
or unenforceable the Authority Agreements or the transactions contemplated
thereby, or any other agreement or instrument related to the issuance of the
Bonds to which the Authority is a party.

(viii) All approvals, consents, authorizations, elections and orders of or
filings or registrations with any governmental authority, board, agency or
commission having jurisdiction which would constitute a condition precedent to,
or the absence of which would materially adversely affect, the performance by
the Authority of its obligations under the Authority Agreements have been
obtained and are in full force and effect.

-10-



(8) An executed certificate of the Authority and the City, dated as of the date of
the Preliminary Official Statement, in the form attached as Exhibit B.

(9) An executed closing certificate of the Authority, dated as of the Closing, in
the form attached as Exhibit C.

(10) An executed closing certificate of the City, dated as of the Closing, in the
form attached as Exhibit D.

(11)  The opinion of counsel of the Trustee, dated as of the Closing, addressed
to the Authority, the City and the Underwriter to the effect that:

(i) The Trustee is a national banking association duly organized,
validly existing and in good standing under the laws of the State, having full
powers and authority and being qualified to enter into, accept and administer the
trust created under the Indenture and to enter into the Indenture.

(i) The Indenture has been duly authorized, executed and delivered
by the Trustee, and, assuming due authorization, execution and delivery by the
cther parties thereto, the Indenture constitutes a legal, valid and binding
agreement of the Trustee enforceable in accordance with its terms, subject to
laws relating in bankruptey, insolvency or other laws affecting the enforcement of
creditors' rights generally and the application of equitable principles if equitable
remedies are sought.

(12) A certificate or certificates, dated as of the Closing, in form and substance
acceptable to the Underwriter, of an authorized officer of officers of the Trustee to the
effect that the Trustee has accepted the duties imposed by the Indenture and is
authorized to carry out such duties.

(13)  An Arbitrage Certificate duly sighed on behalf of the Authority.

(14) Evidence of required filings with the California Debt and Investment
Advisory Commission.

(15) A copy of the executed Blanket Issuer Letter of Representations by and
between the City and DTC relating to the book-entry system.

(16)  Such additional legal opinions, certificates, proceedings, instruments and
other documents as the Underwriter or Bond Counsel may reasonably request to
evidence compliance by the Authority and the City with legal requirements, the truth and
accuracy, as of the date of the Closing, of the representations of the Authority and the
City herein contained and of the Official Statement and the due performance or
satisfaction by the Authority and the City at or prior to such time of all agreements then
to be performed and all conditions then to be satisfied by the Authority and the City.

All of the opinions, letters, certificates, instruments and other documents mentioned in
this Purchase Contract shall be deemed to be in compliance with the provisions of this

41-



Purchase Contract if, but only if, they are in form and substance satisfactory to the Underwriter.
If the Authority and the City are unable to satisfy the conditions to the obligations of the
Underwriter to purchase, to accept delivery of and to pay for the Bonds contained in this
Purchase Contract or if the obligations of the Underwriter to purchase, to accept delivery of and
to pay for the Bonds shall be terminated for any reason permitted by this Purchase Contract,
this Purchase Confract shall terminate and neither the Underwriter, the Authority nor the City
shall be under further obligations hereunder, except that the respective obligations of the
Authority, the City and the Underwriter set forth in Section 11 of this Purchase Contract shall
continue in full force and effect.

Section 9. Conditions to Authority’s and City’s Obligations. The performance by
the Authority and the City of their respective obligations under this Purchase Contract are
conditioned upon: (i) the performance by the Underwriter of its obligations hereunder and (ii)
receipt by the Authority and the City of opinions addressed to the Authority and the City, and
receipt by the Underwriter of opinions addressed to the Underwriter, and the delivery of
certificates being delivered on the date of the Closing by persons and entities other than the
Authority and the City.

Section 10. Termination Events. The Underwriter shall have the right to terminate the
Underwriter's obligations under this Purchase Contract to purchase, to accept delivery of and to
pay for the Bonds by notifying the Authority and the City of its election to do so if, after the
execution hereof and prior to the Closing, any of the following events occurs:

(1) the marketability of the Bonds or the market price thereof, in the opinion of the
Underwriter, has been materially and adversely affected by any decision issued by a
court of the United States (including the United States Tax Court) or of the State of
California, by any ruling or regulation (final, temporary or proposed) issued by or on
behalf of the Department of the Treasury of the United States, the Internal Revenue
Service, or other governmental agency of the United States, or any governmental
agency of the State of California, or by a tentative decision or announcement by any
member of the House Ways and Means Committee, the Senate Finance Committee, or
the Conference Committee with respect to contemplated legislation or by legislation
enacted by, pending in, or favorably reported to either the House of Representatives or
either House of the Legislature of the State of California, or formally proposed to the
Congress of the United States by the President of the United States or to the Legislature
of the State of California by the Governor of the State of California in an executive
communication, affecting the tax status of the Authority or the City, its property or
income, its bonds ({including the Bonds) or the interest thereon or any tax exemption
granted or authorized by the Internal Revenue Code of 1986, as amended;

(2) the United States becomes engaged in hostilities that result in a declaration of
war or a national emergency, or any other outbreak of hostilities occurs, or a local,
national or international calamity or crisis occurs, financial or otherwise, the effect of
such outbreak, calamity or crisis being such as, in the reasonable opinion of the
Underwriter, would affect materially and adversely the ability of the Underwriter to
market the Bonds;
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(3) there occurs a general suspension of frading on the New York Stock
Exchange or the declaration of a general banking moratorium by the United States, New
York State or California State authorities;

(4) a stop order, ruling, regulation or official statement by, or on behalf of, the
Securities and Exchange Commission is issued or made to the effect that the issuance,
offering or sale of the Bonds is or would be in violation of any provision of the Securities
Act of 1933, as then in effect, or of the Securities Exchange Act of 1934, as then in
effect, or of the Trust Indenture Act of 1839, as then in effect;

(5) legislation is enacted by the House of Representatives or the Senate of the
Congress of the United States of America, or a decision by a court of the United States
of America is rendered, or a ruling or regulation by or on behalf of the Securities and
Exchange Commission or other governmental agency having jurisdiction of the subject
matter is made or proposed to the effect that the Bonds are not exempt from registration,
qualification or other similar requirements of the Securities Act of 1933, as then in effect,
or of the Trust Indenture Act of 1939, as then in effect;

(6) in the reasonable judgment of the Underwriter, the market price of the Bonds,
or the market price generally of obligations of the general character of the Bonds, might
be materially and adversely affected because additional material restrictions not in force
as of the date hereof is imposed upon trading in securities generally by any
governmental authority or by any national securities exchange;

(7) the Comptroller of the Currency, The New York Stock Exchange, or other
national securities exchange, or any governmental authority, imposes, as 1o the Bonds
or obligations of the general character of the Bonds, any material restrictions not now in
force, or increase materially those now in force, with respect to the extension of credit
by, or the charge to the net capital requirements of, or financial responsibility
requirements of the Underwriter;

(8) a general banking moratorium is established by federal, New York or State
authorities;

{9) any legislation, ordinance, rule or regulation is introduced in or be enacted by
any governmental body, department or agency in the State or a decision of a court of
competent jurisdiction within the State is rendered, which, in the opinion of the
Underwriter, after consultation with the Authority and the City, materially adversely
affects the market price of the Bonds;

(10) any federal or California court, authority or regulatory body takes action
materially and adversely affecting the collection of Revenues under the Indenture; or

(11) an event occurs which in the opinion of the Underwriter requires a
supplement or amendment to the Official Statement.

Section 11. Payment of Expenses. {a) The Underwriter shall be under no obligation

to pay, and the City shall pay the following expenses incident to the performance of the
Authority’s and the City's obligations hereunder:
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(i) the fees and disbursements of Bond Counsel and Disclosure Counsel,

(i) the cost of printing and delivering the Bonds, the Preliminary Official
Statement and the Official Statement (and any amendment or supplement prepared
pursuant to Section 4 of this Purchase Contract);

(i) the fees and disbursements of accountants, advisers and of any other
experis or consultants retained by the Authority or the City; and

(iv) any other expenses and costs of the Authority and the City incident to the
performance of their respective obligations in connection with the authorization, issuance
and sale of the Bonds, including out-of-pocket expenses and regulatory expenses, and
any other expenses agreed to by the parties.

(b) The Underwriter shall pay all expenses incurred by it in connection with the public
offering and distribution of the Bonds including, but not limited to:

(i) all advertising expenses in connection with the offering of the Bonds; and

(i) all out-of-pocket disbursements and expenses incurred by the Underwriter in
connection with the offering and distribution of the Bonds, except as provided in (a)
above or as otherwise agreed fo by the Underwriter and the City.

Section 12. Notices. Any notice or other communication to be given to the Authority or
the City under this Purchase Contract may be given by delivering the same in writing to the
Authority and the City at the addresses set forth on the first page of this Purchase Contract, and
any notice or other communication fo be given to the Underwriter under this Purchase Contract
may be given by delivering the same in writing to E. J. De La Rosa & Co., Inc., 101 Montgomery
Street, Suite 2150, San Francisco, CA 94104.

Section 13. Survival of Representations, Warranties, Agreements. All of the
Authority's and the City's representations, warranties and agreements contained in this
Purchase Contract shall remain operative and in full force and effect regardless of: (a) any
investigations made by or on behalf of the Underwriter; or (b) delivery of and payment for the
Bonds pursuant to this Purchase Contract. The agreements contained in this Section and in
Section 11 shall survive any termination of this Purchase Contract.

Section 14. Benefit; No Assignment. This Purchase Contract is made solely for the
benefit of the Authority, the City and the Underwriter (including its successors and assigns), and
no other person shall acquire or have any right hereunder or by virtue hereof. The rights and
obligations created by this Purchase Contract are not subject to assignment by the Underwriter,
the Authority or the City without the prior written consent of the other parties hereto.

Section 15. Severability. In the event that any provision of this Purchase Confract is

held invalid or unenforceable by any court of competent jurisdiction, such holding shall not
invalidate or render unenforceable any other provision of this Purchase Contract.

-14-



Section 16. Counterparts. This Purchase Contract may be execuied in any number of
counterparts, all of which taken together shall constitute one agreement, and any of the parties
hereto may execute the Purchase Contract by signing any such counterpart.

Section 17. Governing Law. This Purchase Contract shall be governed by the laws of
the State of California.

Section 18. Effectiveness. This Purchase Contract shall become effective upon the
execution of the acceptance hereof by an authorized officer of the Authority and the City, and
shall be valid and enforceable as of the time of such acceptance.

Very truly yours,

E. J. DE LA ROSA & CO,, INC.

By:

Principal
Accepted:

CITY OF BEVERLY HILLS

By:

Jimmy Delshad,
Mayor

CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY

By:

Jimmy Delshad,
Chair
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EXHIBIT B

$
CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY
2008 Wastewater Revenue Refunding Bonds, Series A

15¢2-12 CERTIFICATE

The undersigned hereby certifies and represents that he or she is the duly appointed
and acting representative of the City of Beverly Hills (the “City”) and the City of Beverly Hills
Public Financing Authority (the “Autharity”), and is duly authorized to execute and deliver this
Certificate and further hereby certifies and reconfirms on behalf of the City and the Authority as
follows:

(1 This Certificate is delivered in connection with the offering and sale of the
bonds captioned above (the “Bonds”) in order to enable the underwriter of the Bonds to
comply with Securities and Exchange Commission Rule 15¢2-12 under the Securities
Exchange Act of 1934 (the “Rule”).

(2) In connection with the offering and sale of the Bonds, there has been
prepared a Preliminary Official Statement, setting forth information concerning the
Bonds, the Authority, the City and the City's wastewater enterprise (the “Preliminary
Ofiicial Statement”).

(3) As used herein, "Permitted Omissions” means the offering price(s),
interest rate(s), selling compensation, aggregate principal amount, principal amount per
maturity, delivery dates, ratings and other terms of the Bonds depending on such
matters, all with respect to the Bonds.

(4) The Preliminary Official Statement is, except for the Permitted Omissions,

deemed final within the meaning of Rule 15¢2-12, and the information therein is accurate
and complete except for the Permitted Omissions.

Dated: , 2008,

CITY OF BEVERLY HILLS

By:

Scott G. Miller, PhD,
Director of Administrative Services
and Chief Financial Officer

CITY OF BEVERLY HILLS PUBLIC
FINANCING AUTHORITY

By:

Scott G. Miller, PhD,
Chief Financial Officer
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EXHIBIT C

3
CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY
2008 Wastewater Revenue Refunding Bonds, Series A

CLOSING CERTIFICATE OF THE AUTHORITY

The undersigned hereby certifies and represents that he or she is the duly appointed

and acting representative of the City of Beverly Hills Public Financing Authority (the “Authority”),

and is

duly authorized to execute and deliver this Certificate and further hereby certifies and

reconfirms on behalf of the Authority as follows:

(i} The representations, warranties and covenants of the Authority contained in
the Bond Purchase Contract dated as of , 2008, by and among the
Authority, the City of Beverly Hills and E. J. De La Rosa & Co., Inc., on behalf of itself
and Bear, Stearns & Co. Inc., as underwriters (the “Purchase Contract”), are true and
correct and in all material respects on and as of the date of the Closing with the same
effect as if made on the date of the Closing.

(i) The Authority Resolution is in full force and effect at the date of the Closing
and has not been amended, modified or supplemented, except as agreed to by the
Authority and the Underwriter.

(i) The Authority has complied with all the agreements and satisfied all the
conditions on its part to be performed or satisfied on or prior to the date of the Closing.

(iv) The Ofificial Statement does not contain any untrue or misleading statement
of a material fact and does not omit to state any material fact necessary to make the
statements therein, in the light of the circumstances under which they are made, not
misleading.

Capitalized terms used but not defined herein have the meanings given in the Purchase

Contract.

Dated:

. 2008.

CITY OF BEVERLY HILLS PUBLIC
FINANCING AUTHORITY

By:

Scott G. Miller, PhD,
Chief Financial Officer
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EXHIBIT D

$
CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY
2008 Wastewater Revenue Refunding Bonds, Series A

CLOSING CERTIFICATE OF THE CITY

The undersigned hereby certifies and represents that he or she is the duly appointed

and acting representative of the City of Beverly Hills (the “City"), and is duly authorized to
execute and deliver this Certificate and further hereby certifies and reconfirms on behalf of the
City as follows:

(i) The representations, warranties and covenants of the City contained in the
Bond Purchase Contract dated as of ., 2008, by and among the
City, the City of Beverly Hills Public Financing Authority, and E. J. De La Rosa & Co.,
Inc., on behalf of itself and Bear, Stearns & Co. Inc., as underwriters (the “Purchase
Contract”) are true and correct and in all material respects on and as of the date of the
Closing with the same effect as if made on the date of the Closing.

(i) The City Resolution is in full force and effect at the date of the Closing and
has not been amended, modified or supplemented, except as agreed to by the City and
the Underwriter.

(iii) The City has complied with all the agreements and satisfied all the conditions
on its part to be performed or satisfied on or prior to the date of the Closing.

(iv) Subsequent to the date of the Official Statement and on or prior to the date of
such certificate, there has been no material adverse change in the condition (financial or
otherwise) of the City or the City's Wastewater Enterprise, whether or not arising in the
ordinary course of operations, as described in the Official Statement.

{v) The Official Statement does not contain any untrue or misleading statement of
a material fact and does not omit to state any material fact necessary to make the
statements therein, in the light of the circumstances under which they are made, not
misleading.

Capitalized terms used but not defined herein have the meanings given in the Purchase

Contract.

Dated:

, 2008.

CITY OF BEVERLY HILLS

By:

Scott G. Miller, PhD,
Director of Administrative Services
and Chief Financial Officer

Exhibit D-1
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INDENTURE OF TRUST

Dated as of April 1, 2008

By and Between

CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY

and
U.S. BANK NATIONAL. ASSOCIATION,
as Trustee

Authorizing the Issuance of

$
City of Beverly Hills Public Financing Authority
2008 Wastewater Revenue Refunding Bonds, Series A
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INDENTURE OF TRUST

This INDENTURE OF TRUST (this "Indenture”), dated for convenience as of April 1, 2008,
is by and between the CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY, a joint
exercise of powers authority organized and existing under the laws of the State of California (the
‘Authority”), and U.S. BANK NATIONAL ASSOCIATION, a national banking association
organized and existing under the laws of the United States of America, with a corporate trust
office in Los Angeles, California, being qualified to accept and administer the trusts hereby
created (the “Trustee”).

BACKGROUND:

1. The City of Beverly Hills (the “City”) presently operates facilities and property for
the collection of wastewater within the service area of the City (the “Wastewater Enterprise”).

2. The Authority has previously financed and refinanced the acquisition and
construction of certain improvements to the Wastewater Enterprise through the issuance of its
City of Beverly Hills Public Financing Authority Wastewater Revenue Refunding Bonds, Series
1998A (the “Series 1998A Bonds").

3. In connection with the issuance of the Series 1998A Bonds, the Authority and the
City entered into an Installment Sale Agreement dated as of September 1, 1998 (the “1998
Agreement”), under which the City is obligated to make certain instaliment payments (the “1998
Installment Payments”) and certain additional payments to the Authority in order to provide the
Authority with sufficient revenues to pay debt service on the Series 1998A Bonds.

4 The Authority and the City at this time desire to prepay and discharge the 1998
Agreement by refunding, in full, the Series 1998A Bonds.

5. The City, at this time, is enfering into the Installment Sale Agreement dated as of
April 1, 2008 (the Installment Sale Agreement”) with the Authority in order to prepay the 1998
Agreement.

6.  Forthe purpose of obtaining funds to refund the Series 1998A Bonds, the Authority
has authorized the issuance of its City of Beverly Hills Public Financing Authority 2008
Wastewater Revenue Refunding Bonds, Series A (the "2008 Series A Bonds"), in the aggregate
principal amount of $ under this Indenture and under the provisions of Article 4 of
Chapter 5, Division 7, Title 1 of the Government Code of the State of California, commencing
with Section 6584 of said Code (the “Bond Law”). The 2008 Series A Bonds will be payable
from Installment Payments made under the Installment Sale Agreement.

7. In order to provide for the authentication and delivery of the Bonds (including the
2008 Series A Bonds), to establish and declare the terms and conditions upon which the Bonds
{including the 2008 Series A Bonds) are to be issued and to secure the payment of the principal
thereof, premium (if any) and interest thereon, the Authority has authorized the execution and
delivery of this Indenture.

8. The Authority has found and determines, and hereby affirms, that all acts and
proceedings required by law necessary to make the Bonds (including the 2008 Series A Bonds),
when executed by the Authority, authenticated and delivered by the Trustee and duly issued,



the valid, binding and legal special obligations of the Authority, and to constitute this Indenture a
valid and binding agreement 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 autharized.

AGREEMENT:

In order fo secure the payment of the principal of and the interest and redemption
premium (if any) on all the Outstanding Bonds 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 Owners
thereof, and for other valuable considerations, the receipt of which is hereby acknowledged, the
Authority and the Trustee do hereby covenant and agree with one ancther, for the benefit of the
respective Owners from time to time of the Bonds, as follows:



ARTICLE |
DEFINITIONS; RULES OF CONSTRUCTION
SECTION 1.01. Definitions. Unless the context clearly otherwise requires or unless
otherwise defined herein, the capitalized terms set forth in this Indenture shall have the

meanings assigned to them in this Section 1.01.

“Additional Bonds” means all bonds ranking on a parity with the 2008 Series A Bonds
originally issued hereunder, issued in accordance with Section 3.086.

“Additional Payments” means the amounts payable by the City under Section 4.7 of the
Installment Sale Agreement.

“‘Additional Revenues” means, with respect to the issuance of any Parity Obligations,
any or all of the following amounts:

(a) An allowance for Net Revenues from any additions or
improvemenits to or extensions of the Wastewater Enterprise to be made with the
proceeds of such Parity Obligations and also for Net Revenues from any such
additions, improvements or extensions which have been made from moneys from
any source but in any case which, during all or any part of the latest Fiscal Year
or for any more recent consecutive 12-month period selected by the City, were
not in service, all in an amount equal to 90% of the estimated additional average
annual Net Revenues to be derived from such additions, improvements and
extensions for the first 36-month period in which each addition improvement or
extension is respectively to be in operation, all as shown by the certificate or
opinion of a qualified independent engineer employed by the City.

(b) An allowance for Net Revenues arising from any increase in the
charges made for service from the Wastewater Enterprise which has been
adopted prior to the incurring of such Parity Obligations but which, during all or
any part of the latest Fiscal Year or for any more recent consecutive 12-month
period selected by the City, was not in effect, in an amount equal to the total
amount by which the Net Revenues would have been increased if such increase
in charges had been in effect during the whole of such Fiscal Year or 12-month
period, all as shown by the certificate or opinion of an Independent Accountant or
Fiscal Consultant employed by the City.

“Agreement” shall mean that certain Joint Exercise of Powers Agreement, dated as of
November 10, 1992, by and among the City and the Parking Authority of the City of Beverly
Hills, creating the Authority, together with any amendments thereof and supplements thereto.

“Annual Debt Service” means, as of the date of any calculation and with respect to the
Installment Payments or any Parity Obiigations, as the case may be, the sum obtained for the
current or any future Bond Year during the Term of the Installment Sale Agreement by totaling
the following amounts for such Bond Year:

{(a) the aggregate amount of the Installment Payments coming due and
payable in such Bond Year pursuant hereto, except to the extent payable from any
security deposit pursuant to Section 7.1 of the Instaliment Sale Agreement; and



) the principal amount of all outstanding Parity obligations, if any, coming
due and payable by their terms in such Bond Year.

For purposes of this definition, all Variable Rate Bonds shall be deemed to bear interest
as follows:

{c) Except as provided in (e) below, Variable Rate Bonds the interest on
which is excludable from gross income for purposes of federal income taxation under the
applicable provisions of the Code, shall be assumed to bear interest at 100% of the most
recently published Bond Buyer "Revenue Bond Index” (or comparable index if no longer
published);

() Except as provided in (e) below, Variable Rate Bonds the interest on
which is not excludable from gross income for purposes of federal income taxation under
the applicable provisions of the Code, shall be assumed to bear interest at the interest
rate on direct U.S. Treasury Obligations with comparable maturities, plus 50 basis
points; and

(&) In the case of Variable Rate Bonds with respect to which the City has
entered into a Swap Agreement meeting the requirements of Section 3.07, the interest
rate borne by such Variable Rate Bonds shall be deemed to be the interest rate payable
by the City under such Swap Agreement (but only for the term of the Swap Agreement),
plus the Basis Differential Amount.

“Authority” means the City of Beverly Hills Public Financing Authority, a joint exercise of
powers authority duly organized and existing under the laws of the State of California and the
Agreement.

‘Authorized Representative” means: (a) with respect to the Authority, its Executive
Director, Chief Financial Officer or any other person designated as an Authorized
Representative of the Authority by a Written Certificate of the Authority signed by its Executive
Director or Chief Financial Officer and filed with the City and the Trustee; and (b) with respect to
the City, its City Manager, Director of Administrative Services and Chief Financial Officer or any
other person designated as an Authorized Representative of the City by a Written Certificate of
the City signed by its City Manager or Director of Administrative Services and Chief Financial
Officer and filed with the Authority and the Trustee.

“‘Basis Differential Amount” means the amount equal to the outstanding principal amount
of the Variable Rate Bonds related to a Swap Agreement multiplied by the greater of (i) 0.15%
per annum, or (ii) the actual per annum interest rate paid on the applicable Variable Rate Bonds
in the previous Bond Year less the actual resulting per annum interest rate required to be paid
by a counterparty to the City with respect to the related notional amount under a parity Swap
Agreement in the previous Bond Year without regard to netting of payments payable by the City
to the counterparty thereunder, however, that so long as a Swap Agreement is based on the
BMA Municipal Swap Index (in the case of tax exempt Variable Rate Bonds), 100% of LIBOR
(in the case of taxable Variable Rate Bonds) or the actual rate of the related Variable Rate
Bonds, the Basis Differential Amount shall be zero.

“Bond Counsel” means (a) Jones Hall, A Professional Law Corporation, or (b) any other
attorney or firm of attorneys appointed by or acceptable to the Authority of nationally-recognized
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experience in the issuance of obligations the interest on which is excludable from gross income
for federal income tax purposes under the Tax Code.

“Bond Fund” means the fund by that name established and held by the Trustee under
Section 5.01.

“Bond Law" means the provisions of Article 4 of Chapter 5, Division 7, Title 1 of the
Government Code of the State of California, commencing with Section 6584 of said Code, as in
effect on the Closing Date or as thereafter amended in accordance with its terms.

‘Bond Year” means each twelve-month period extending from June 2 in one calendar
year to June 1 of the succeeding calendar year, both dates inclusive; except that the first Bond
Year with respect to the 2008 Series A Bonds commences on the Closing Date and extends to
and including June 1, 2008.

“Bonds” means the Qutstanding 2008 Series A Bonds and any Outstanding Additional
Bonds.

“Business Day” means any day (i) other than a Saturday or a Sunday or (ii) any other
day on which commercial banks located in the city in which the Office of the Trustee is located
are authorized or required by law to close.

‘City" means the City of Beverly Hills, a municipal corporation duly organized and
existing under the laws of the State of California.

“Closing Date” means, with respect to the 2008 Series A Bonds, the date of delivery of
the Bonds to the Original Purchaser of the 2008 Series A Bonds.

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the City relating fo the authorization, issuance, sale and delivery of the Bonds,
including but not limited to: printing expenses; rating agency fees; filing and recording fees;
initial fees, expenses and charges of the Trustee, and the Trustee's counsel, including the
Trustee's first annual administrative fee; fees, charges and disbursements of attorneys, financial
advisors, accounting firms, consultants and other professionals; bond insurance and surety
bond premiums, if any; fees and charges for preparation, execution 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” means the fund by that name established and held by the
Trustee under Section 3.03.

‘Defeasance Obligations” means:

{(a) Cash;

(b) Federal Securities;

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

form;

{(d) Bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed by any of the following federal agencies and provided such obligations are



backed by the full faith and credit of the United States of America (stripped securities are
only permitted if they have been stripped by the agency itself): (i) direct obligations or
fully guaranteed certificates of beneficial ownership of the U.S. Export-Import Bank; (ii)
certificates of beneficial ownership of the Farmers Home Administration; (iii) Federal
Housing Administration debentures; (iv) participation certificates of the General Services
Administration; (v) Federal Financing Bank bonds and debentures; (vi) guaranteed
mortgage-backed bonds or guaranteed pass-through obligations of the Government
National Mortgage Association; (vii) guaranteed Title Xl financings of the U.S. Maritime
Administration; and (viii) project notes, local authority bonds, new communities
debentures and U.S. public housing notes and bonds of the U.S. Department of Housing
and Urban Development;

(e) bonds, notes or other evidences of indebtedness rated AAA by S&P and
Aaa by Moody's issued by the Fannie Mae or the Federal Home Loan Mortgage
Corporation; and

H any pre-refunded bonds or other obligations of any state of the United
States of America or of any agency, instrumentality or local governmental unit of any
such state which are not callable at the option of the obligor prior to maturity or as to
which irrevocable instructions have been given by the obligor to call on the date
specified in the notice; and (i} which are rated, based on the refunding escrow, in the
highest rating category of S&P and Moody’s or (ii)}(A) which are fully secured as to
principal and interest and redemption premium (if any) by a fund consisting only of cash
or Federal Securities, which fund may be applied only to the payment of such principal of
and interest and redemption premium (if any) in such bonds or other obligations on the
maturity date or dates thereof or the specified redemption date or dates under such
irrevocable instructions, as appropriate, and (B) which fund is sufficient, as verified by an
Independent Accountant, to pay principal of and interest and redemption premium (if
any) on the bonds or other obligations described in this paragraph on the maturity date
or dates thereof or on the redemption date or dates specified in the irrevocable
instructions referred to above, as appropriate.

‘Depository” means (a) initially, DTC, and (b) any other Securities Depositories acting as
Depository under Section 2.05.

“Depository_System Participant” means any participant in the Depository's book-entry
system.

‘DTC" means The Depository Trust Company, New York, New York, and its successors
and assigns.

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

“Excess Investment Earnings” means an amount required to be rebated to the United
States of America under Section 148(f) of the Tax Code due to investment of gross proceeds of
the Bonds at a yield in excess of the yield on the Bonds.

‘Federal Securities” means: (a) any direct general obligations of the United States of
America (including obligations issued or held in book entry form on the books of the Department
of the Treasury of the United States of America), for which the full faith and credit of the United
States of America are pledged; and (b) obligations of any agency, department or instrumentality
of the United States of America, the timely payment of principal and interest on which are




directly or indirectly secured or guaranteed by the full faith and credit of the United States of
America.

“Fiscal Consultant” means any consultant or firm of such consultants appointed by the
City and who, or each of whom: (a) is judged by the City to have experience in matters relating
to the financing of wastewater system enterprises; (b) is in fact independent and not under
domination of the City; (c) does not have any substantial interest, direct or indirect, with the City
other than as purchaser of the Bonds or any Parity Obligations; and (d) is not connected with
the City as an officer or employee of the City, but who may be regularly retained to make reports
o the City.

“Fiscal Year” means any twelve-month period extending from July 1 in one calendar year
to June 30 of the succeeding calendar year, both dates inclusive, or any other twelve-month
period selected and designated by the Authority as its official fiscal year period.

“Governmental Agency” means the State, and the United States of America, acting
through any of its agencies, to the extent that the State or such agency has loaned money to the
City for the Wastewater Enterprise.

“Governmental Loan” means any loan made by a Governmental Agency to the City that
is secured by a pledge of Net Revenues and incurred by the City to finance improvements to the
Wastewater Enterprise pursuant to Section 5.9 of the Installment Sale Agreement.

“Gross Revenues” means all gross charges received for, and all other gross income and
receipts derived by the City from, the ownership and operation of the Wastewater Enterprise or
otherwise arising from the Wastewater Enterprise, including but not limited to investment
earnings thereon and connection charges and developer impact fees; but excluding (a) the
proceeds of any ad valorem property taxes levied for the purpose of paying general obligation
bonds of the City relating to the Wastewater Enterprise, and (b) the proceeds of any special
assessments or special taxes levied upon real property within any improvement district served
by the City levied for the purpose of paying special assessment bonds or special tax obligations
of the City relating to the Wastewater Enterprise.

“Hyperion Treatment Plant’ means the wastewater treatment plant referred to as the
Hyperion Treatment Plant located in the City of Los Angeles and operated by the City of Los
Angeles.

“Indenture” means this Indenture of Trust, as originally executed or as it may from time
to time be supplemented, modified or amended by any Supplemental Indenture under the
provisions hereof.

“Independent Accountant” means any certified public accountant or firm of certified
public accountants appointed and paid by the Authority or the City, and who, or each of whom
(a) is in fact independent and not under domination of the Authority or the City; (b) does not
have any substantial interest, direct or indirect, in the Authority or the City; and (c) is not
connected with the Authority or the City as an officer or employee of the Authority or the City but
who may be regularly retained to make annual or other audits of the books of or reports to the
Authority or the City.




“Infermation Services” means the following services:

Bloomberg Municipal Repository
100 Business Park Drive
Skillman, NJ 08558

Financial Information Inc.
Daily Called Bonds

30 Montgomery St.
Jersey City, NJ 07302;

FiS/Mergent

Call Notification
5250 77 Center Dr.
Charlotte, NC 28217;

FT Interactive Data

100 William Street

15" Floor

New York, New York 10038

Standard & Poor's Securities Evaluations, Inc.
55 Water Street

45th Floor

New York, NY 10041

Xcitek
5 Hanover Square
New York, NY 10004,

and, in accordance with then current guidelines of the Securities and Exchange Commission,
such other addresses and/or such other services providing information with respect to the
redemption of bonds as the City may designate in a Written Reqguest of the City filed with the
Trustee.

“Interest Account” means the account by that name established and held by the Trustee
in the Bond Fund under Section 5.02.

“Instaliment Payment Date” means, with respect to any Interest Payment Date, the 3rd
Business Day immediately preceding such Interest Payment Date.

“Instaliment Payments” means all payments required to be paid by the City on any date
under Section 4.4 of the Installment Sale Agreement, including any amounts payable upon
delinquent installments and including any prepayment thereof under Section 7.2 or 7.3 of the
Installment Sale Agreement, but does include Additional Payments.

“Installment Sale Agreement” means the Installment Sale Agreement dated as of April 1,
2008, between the City and the Authority, together with any duly authorized and executed
amendments thereto.

“Interest Payment Dates” means each June 1 and December 1, commencing June 1,
2008, so long as any Bonds remain unpaid, provided that Variable Rate Bonds shall have such




Interest Payment Dates as are specified in the Supplemental Indenture pursuant to which such
Variable Rate Bonds are issued.

“‘Maximum Annual Debt Service” means, as of the date of any calculation and with
respect fo the Installment Payments or any Parity Obligations, as the case may be, the
maximum sum obtained for the current or any future Bond Year during the Term of the
Installment Sale Agreement by totaling the following amounts for such Bond Year:

(a) the aggregate amount of the Instaliment Paymenis coming due and
payable in such Bond Year pursuant hereto, except to the extent payable from any
security deposit pursuant to Section 7.1 of the Instaliment Sale Agreement;

(b) the principal amount of all outstanding Parity Obligations, if any, coming
due and payable by their terms in such Bond Year;

(c) the amount of interest which would be due during such Bond Year on the
aggregate principal amount of all outstanding Parity Obligations, if any, which would be
outstanding in such Bond Year if such Parity Obligations are retired as scheduled; and

{d) loan payments to be made to a Governmental Agency under a
Governmental Loan, if any, coming due and payable by its terms in such Bond Year.

For purposes of this definition, all Variable Rate Bonds shall be deemed to bear interest
as follows:

(i) Except as provided in (iii}) below, Variable Rate Bonds the interest on
which is excludable from gross income for purposes of federal income taxation under the
applicable provisions of the Code, shall be assumed to bear interest at 100% of the most
recently published Bond Buyer “Revenue Bond Index” (or comparable index if no longer
published);

i) Except as provided in (ii) below, Variable Rate Bonds the interest on
which is not excludable from gross income for purposes of federal income taxation under
the applicable provisions of the Code, shall be assumed to bear interest at the interest
rate on direct U.S. Treasury Obligations with comparable maturities, plus 50 basis
points; and

(i) In the case of Variable Rate Bonds with respect to which the City has
entered info a Swap Agreement meeting the requirements of Section 3.07, the interest
rate borne by such Variable Rate Bonds shall be deemed to be the interest rate payable
by the City under such Swap Agreement (but only for the term of the Swap Agreement),
plus the Basis Differential Amount.

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

“‘Net Revenues” means, for any period, an amount equal to all of the Gross Revenues
received during such period minus the amount required to pay all Operation and Maintenance
Costs becoming payable during such period.



"1998 Agreement” means the Instaliment Sale Agreement dated as of September 1,
1998 between the Authority and the City.

“1998 Indenture” means the Indenture of Trust relating to the Series 1998A Bonds dated
as of September 1, 1998 between the Authority and the Trustee.

‘1998 Installment Payments” means the installment payments made by the City to the
Authority under the 1998 Agreement.

“1998 Trustee” means U.S. Bank Trust National Association, as trustee under the 1998
indenture.

‘1998 Wastewater Project” means the facilities, improvements and other property
refinanced with the proceeds of the Series 1998A Bonds.

‘“Nominee” means (a) initially, Cede & Co. as nominee of DTC, and (b) any other
nominee of the Depository designated under Section 2.04(a).

“Office” means the corporate trust office of the Trustee in Los Angeles, California, or
such other or additional offices as the Trustee may designate in writing to the Corporation from
time to time as the corporate trust office for purposes of the Indenture; except that with respect
to presentation of Bonds for payment or for registration of transfer and exchange such term
means the office or agency of the Trustee at which, at any particular time, its corporate trust
business is conducted.

“‘Operation_and Maintenance Costs” means the reasonable and necessary costs and
expenses paid by the City for maintaining and operating the Wastewater Enterprise, including
but not limited to {a) costs of utilities, including the costs of electricity and other forms of energy
supplied to the Wastewater Enterprise, (b) the reasonable expenses of management and repair
and other costs and expenses necessary to maintain and preserve the Wastewater Enterprise
in good repair and working order, and (c) the reasonable administrative costs of the City
attributable to the operation and maintenance of the Wastewater Enterprise, including insurance
and other costs described in Article V of the Installment Sale Agreement; but in all cases
excluding (i} debt service payable on obligations incurred by the City with respect to the
Wastewater Enterprise, including but not limited to the Installment Payments and any Parity
Obligations, (ii) depreciation, replacement and obsolescence charges or reserves therefor, and
(iii) amortization of intangibles or other bookkeeping entries of a similar nature.

“Original Purchaser” means, with respect to the 2008 Series A Bonds, E.J. De La Rosa
& Co., Inc. and Bear, Stearns & Co., Inc., collectively, as the original purchasers of the 2008
Series A Bonds at the negotiated sale thereof.

“Outstanding”, when used as of any particular time with reference to Bonds, means,
subject to the last paragraph of Section 10.01 of the Indenture, all Bonds theretofore, or
thereupon being, authenticated and delivered by the Trustee under this Indenture except: (a)
Bonds theretofore canceled by the Trustee or surrendered to the Trustee for cancellation; (b)
Bonds with respect to which all liability of the Authority shall have been discharged in
accordance with Section 10.02, including Bonds (or portions thereof) described in Section
11.09; and (c) 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 under this Indenture.
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“Overdue Rate” means the highest rate of interest on any of the QOutstanding Bonds.

‘Owner”, whenever used herein with respect to a Bond, means the person in whose
name the ownership of such Bond is registered on the Registration Books.

“Parity Obligations” means (a) any bonds, notes, leases, installment sale agreements or
other obligations of the City payable from and secured by a pledge of and lien upon any of the
Net Revenues on a parity with the Installment Payments, entered into or issued under and in
accordance with Section 5.8 of the Installment Sale Agreement, and (b) any Governmental Loan
that is treated as a Parity Obligation under Section 5.9 of the Installment Sale Agreement.

“Parity Obligations Documents” means, collectively, the indenture of trust, trust
agreement, installment sale agreement, or other document authorizing the issuance of any
Parity Obligations or any securities which evidence Parity Obligations.

‘Permitted Investments” means any of the following which at the time of investment are
determined by the Authority to be legal investments under the laws of the State of California for
the moneys proposed to be invested therein (provided that the Trustee shall be entitled to rely
conclusively upon any such determination by the Authority):

(a) Federal Securities.

{b) obligations of any of the following federal agencies which obligations
represent full faith and credit of the United States of America, including:
Export-Import Bank, Farmers Home Administration, General Services
Administration, U.S. Maritime  Administration, Small  Business
Administration, Government National Mortgage Association, U.S.
Department of Housing & Urban Development, and Federal Housing
Administration;

(c) bonds, notes or other evidences of indebtedness rated AAA by S&P and
Aaa by Moody's issued by the Fannie Mae or the Federal Home Loan
Mortgage Corporation with remaining maturities not exceeding three years;

(d) U.S. dollar denominated deposit accounts (including those with the Trustee
or with any affiliate of the Trustee), federal funds and banker's acceptances
with domestic commercial banks which have a rating on their short term
certificates of deposit on the date of purchase of A-1 or A-1+ by S&P and
P-1 by Moody's, and maturing no more than 360 days after the date of
purchase;

{e) commercial paper which is rated at the time of purchase in the single
highest classification, A-1+ by S&P and P-1 by Moody’s and which matures
not more than 270 days after the date of purchase;

(f) investments in a money market fund rated AAAm or AAAmM-G or better by
S&P, which may include funds for which the Trustee or its affiliates provide
investment advisory or other management services;

(g} any pre-refunded bonds or other obligations of any state of the United

States of America or of any agency, instrumentality or local governmental
unit of any such state which are not callable at the option of the obligor prior
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to maturity or as to which irrevocable instfructions have been given by the
obligor to call on the date specified in the notice; and (i) which are rated,
based on the refunding escrow, in the highest rating category of S&P and
Moody’s or (ii){A) which are fully secured as to principal and interest and
redemption premium (if any) by a fund consisting only of cash or Federal
Securities, which fund may be applied only to the payment of such principal
of and interest and redemption premium (if any) in such bonds or other
obligations on the maturity date or dates thereof or the specified
redemption date or dates under such irrevocable instructions, as
appropriate, and (B) which fund is sufficient, as verified by an Independent
Accountant, fo pay principal of and interest and redemption premium (if
any) on the bonds or other obligations described in this paragraph on the
maturity date or dates thereof or on the redemption date or dates specified
in the irrevocable instructions referred to above, as appropriate;

(h) investment agreements, with notice to each rating agency then rating the
Bonds;

(i) the Local Agency Investment Fund established under Section 16429.1 of
the Government Code of the State of California, provided, however, that the
Trustee must be allowed to make investments and withdrawals in its own
name and the Trustee may restrict investments in the Local Agency
Investment Fund if required to keep moneys available for the purposes of
the Indenture; and

{j} any other investment permitted pursuant to Section 53601 of the California
Government Code.

“‘Principal Account” means the account by that name established and held by the

Trustee in the Bond Fund under Section 5.02.

“‘Qualified Reserve Account Credit Instrument” means an irrevocable standby or direct-
pay letter of credit or surety bond issued by a commercial bank or insurance company and
deposited with the Trustee pursuant to Section 5.05(b), provided that all of the following
requirements are met: (a) the long-term credit rating of such bank or insurance company is in
the highest rating category by Moody’s and S&P; (b) such letter of credit or surety bond has a
term of at least twelve (12) months; (c) such letter of credit or surety bond has a stated amount
at least equal to the portion of the Reserve Requirement with respect to which funds are
proposed to be released pursuant to Section 5.05(c); and (d) the Trustee is authorized pursuant
to the terms of such letter of credit or surety bond to draw thereunder an amount equal to any
deficiencies which may exist from time to time in the Interest Account or the Principal Account
for the purpose of making payments required pursuant to Sections 5.03 or 5.04.

“Record Date” means, with respect to any Interest Payment Date, the 15" calendar day
of the month preceding such Interest Payment Date, whether or not such day is a Business
Day.

“Redemption Fund” means the fund by that name established and held by the Trustee
under Section 5.06.
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“Refunding Instructions” means those Irrevocable Refunding Instructions dated the
Closing Date from the Authority and the City to the 1898 Trustee regarding the refunding and
redemption of the Series 1998A Bonds.

"Registration Books” means the records maintained by the Trustee under Section 2.06
for the registration and transfer of ownership of the Bonds.

“Reserve Account” means the account by that name established and held by the Trustee
in the Bond Fund established under Section 5.02.

“Reserve Reguirement” means, subject to the second paragraph of Section 5.05(b), as
of the date of calculation by the Authority or the City, the lesser of (i) Maximum Annual Debt
Service on the Bonds (excluding from the calculation thereof Government Loans and Parity
Obligations other than Bonds), (ii) ten percent (10%) of the total of the proceeds of the Bonds
(excluding from the calculation thereof Government Loans and Parity Obligations other than
Bonds), and (iii) one hundred and twenty five percent (125%) of average Annual Debt Service
on the Bonds (excluding from the calculation thereof Government Loans and Parity Obligations
other than Bonds); provided that the Reserve Requirement with respect to the 2008 Series A
Bonds shall in no event exceed $ , and, provided further, that in no event shall the
Authority or the City, in connection with the issuance of Parity Obligations in the form of
Additional Bonds, be obligated to deposit an amount in the Reserve Account which is in excess
of the amount permitted by the applicable provisions of the Tax Code to be so deposited from
the proceeds of tax-exempt bonds without having to resfrict the yield of any investment
purchased with any portion of such deposit and, that in the event such amount of any deposit
into the Reserve Account is so limited, the Reserve Requirement shall, in connection with the
issuance of such Additional Bonds, be increased only by the amount of such deposit.

“Revenues’ means: {a) all amounts received by the Authority or the Trustee pursuant or
with respect to the Installment Sale Agreement, including, without limiting the generality of the
foregoing, all of the Installment Payments (including both timely and delinquent payments, any
late charges, and whether paid from any source, but excluding any Additional Payments),
prepayments, insurance proceeds, condemnation proceeds, and (b) all interest, profits or other
income derived from the investment of amounts in any fund or account established pursuant to
this Indenture.

“Securities Depositories” means The Depository Trust Company; and, in accordance
with then current guidelines of the Securities and Exchange Commission, such other addresses
and/or such other securities depositories as the Authority designates in written notice filed with
the Trustee.

“Series 1998A Bonds” means the Authority's $24,650,000 original principal amount of
Wastewater Revenue Refunding Bonds, Series 1998A.

“S&P” means Standard & Poor’s, a division of the McGraw Hill Companies, of New York,
New York, its successors and assigns, except that if such corporation shall be dissolved or
liquidated or shall no longer perform the functions of a securities rating agency, then the term
“S&P" shall be deemed to refer to any other nationally recognized securities rating agency
selected by the Authority or the City.

“Supplemental Indenture” means any indenture hereafter duly authorized and entered
into between the Authority and the Trustee, supplementing, modifying or amending this
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Indenture; but only if and to the extent that such Supplemental Indenture is specifically
authorized hereunder.

“Swap Agreement” shall have the meaning assigned to such term in Section 3.07.
“Swap Provider” shall have the meaning assigned to such term in Section 3.07.

“Tax Code” means the Internal Revenue Code of 1986 as in effect on the Closing Date
or (except as otherwise referenced herein) as it may be amended to apply to obligations issued
on the Closing Date, together with applicable proposed, temporary and final regulations
promulgated, and applicable official public guidance published, under said Tax Code.

“Term” means, when used with respect to the Installment Sale Agreement, the time
during which the Installment Sale Agreement is in effect, as provided in Section 4.2 thereof.

“Term Bonds” means the 2008 Series A Bonds maturing June 1, 20__and June 1, 20__,
and any Additional Bonds identified as such in the applicable Supplemental Indenture.

“Trustee” means U.S. Bank National Association, a national banking association
organized and existing under the laws of the United States of America, or its successor or
successors, as Trustee hereunder as provided in Article VIL.

“2008 Series A Bonds” means the City of Beverly Hills Public Financing Authority 2008
Wastewater Revenue Refunding Bonds, Series A, in the original principal amount of

$

“Variable Rate Bonds” means bonds which bear interest at a rate which may change
from time to time.

“Wastewater Enterprise” means the entire wastewater system of the City, including but
not fimited to all facilities, properties and improvements at any time owned or operated by the
City for the collection of wastewater from residents served thereby, and any necessary lands,
rights, entitlements and other property useful in connection therewith, including the City's rights
with respect to the treatment of wastewater at the Hyperion Treatment Plant, together with all
extensions thereof and improvements thereto hereafter acquired, constructed or installed by the
City.

“Wastewater Enterprise Fund” means the fund or funds established and held by the City
with respect to the Wastewater Enterprise for the receipt and deposit of Gross Revenues.

“Written Certificate,” “Written Request” and “Written Requisition” of the Authority or the
City mean, respectively, a written certificate, request or requisition signed in the name of the
Authority or the City by its Authorized Representative. 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.

SECTION 1.02. Authorization. Each of the parties hereby represents and warrants that
it has full legal authority and is duly empowered to enter into this Indenture, and has taken all
actions necessary to authorize the execution hereof by the officers and persons signing it.
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SECTION 1.03. Interpretation.

(@) 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
convenience only and shall be deemed to 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 “Articles,” “Sections” 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.
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ARTICLE Ii
THE 2008 SERIES A BONDS

SECTION 2.01. Authorization of 2008 Series A Bonds. The Authority has reviewed all
proceedings heretofore taken and has found, as a result of such review, and hereby finds and
determines that all things, conditions and acts required by law to exist, happen or be performed
precedent to and in connection with the issuance of the 2008 Series A Bonds do exist, have
happened and have been performed in due time, form and manner as required by law, and the
Authority is now duly empowered, under each and every requirement of law, to issue the 2008
Series A Bonds in the manner and form provided in this Indenture.

The Authority hereby authorizes the issuance of the 2008 Series A Bonds in the
aggregate principal amount of $ under the Bond Law for the purposes of providing
funds to enable the City to refund the Series 1998A Bonds. The Bonds are authorized and
issued under, and are subject to the terms of, this Indenture and the Bond Law. The Bonds are
designated the “City of Beverly Hills Financing Authority 2008 Wastewater Revenue Refunding
Bonds, Series A"

SECTION 2.02. Terms of the 2008 Series A Bonds.

(a) Payment Provisions. The 2008 Series A Bonds shall be issued in fully registered
form without coupons in denominations of $5,000 or any integral multiple thereof. The 2008
Series A Bonds shall mature on June 1 in each of the years and in the amounts, and bear
interest (calculated on the basis of a 360-day year of twelve 30-day months) at the rates, as
follows:

Maturity Date Principal Interest
(dune 1) Amount Rate
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Interest on the 2008 Series A Bonds is payable from the Interest Payment Date next
preceding the date of authentication thereof unless:

{(a) a 2008 Series A Bond is authenticated on or before an Interest
Payment Date and after the close of business on the preceding Record Date, in
which event it will bear interest from such Interest Payment Date,

{b) a 2008 Series A Bond is authenticated on or before the first
Record Date, in which event interest thereon will be payable from the Closing
Date, or

(c) interest on any 2008 Series A Bond is in default as of the date of
authentication thereof, in which event interest thereon will be payable from the
date to which interest has been paid in full, payable on each Interest Payment
Date.

Interest is payable on each Interest Payment Date fo the persons in whose names the
ownership of the 2008 Series A Bonds is registered on the Registration Books at the close of
business on the immediately preceding Record Date, except as provided below. Interest on any
2008 Series A Bond which is not punctually paid or duly provided for on any Interest Payment
Date is payable to the person in whose name the ownership of such 2008 Series A Bond is
registered on the Registration Books at the close of business on a special record date for the
payment of such defaulted interest to be fixed by the Trustee, notice of which is given to such
Owner by first-class mail not Iess than 10 days prior to such special record date.

The Trustee will pay interest on the 2008 Series A Bonds by check of the Trustee mailed
by first class mail, postage prepaid, on each Interest Payment Date to the Owners of the 2008
Series A Bonds at their respective addresses shown on the Registration Books as of the close
of business on the preceding Record Date. At the written request of the Owner of 2008 Series
A Bonds in an aggregate principal amount of at least $1,000,000, which written request is on file
with the Trustee as of any Record Date, the Trustee will pay interest on such 2008 Series A
Bonds on each succeeding Interest Payment Date by wire transfer in immediately available
funds to such account of a financial institution within the United States of America as specified
in such written request, which written request will remain in effect until rescinded in writing by
the Owner. The Trustee will pay principal of the 2008 Series A Bonds in lawful money of the
United States of America by check of the Trustee upon presentation and surrender thereof at
the Office of the Trustee.

SECTION 2.03. Form and Execution of 2008 Series A Bonds. The 2008 Series A
Bonds, the form of Trustee’s certificate of authentication, and the form of assignment to appear
thereon, are set forth in Appendix A attached hereto and by this reference incorporated herein,
with necessary or appropriate variations, omissions and insertions, as permitted or required by
this Indenture.

The Chairman, the Executive Director or the Chief Financial Officer of the Authority shall
execute, and the Secretary of the Authority shall attest, each 2008 Series A Bond. Either or
both of such signatures may be made manually or may be affixed by facsimile thereof. If any
officer whose signature appears on any 2008 Series A Bond ceases to be such officer before
the Closing Date, such signature will nevertheless be as effective as if the officer had remained
in office until the Closing Date. Any 2008 Series A Bond may be signed and attested on behalf
of the Authority by such persons as at the actual date of the execution of such 2008 Series A
Bond are the proper officers of the Authority, duly authorized to execute debt instruments on
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behalf of the Authority, although on the date of such 2008 Series A Bond any such person was
not an officer of the Authority.

Only those 2008 Series A Bonds bearing a certificate of authentication in the form set
forth in Appendix A, manually executed and dated by the Trustee, are valid or obligatory for any
purpose or entitled to the benefits of this Indenture, and such certificate of the Trustee is
conclusive evidence that such Bonds have been duly authenticated and delivered hereunder
and are entitled to the benefits of this Indenture.

SECTION 2.04. Transfer and Exchange of Bonds.

{a) Transfer. Any Bond may, in accordance with its terms, be transferred, upon the
Registration Books, by the person in whose name it is registered, in person or by a duly
authorized attorney of such person, upon surrender of such Bond to the Trustee at its Office for
cancellation, accompanied by delivery of a written instrument of transfer in a form acceptable to
the Trustee, duly executed. The Trustee shall collect any tax or other governmental charge on
the transfer of any Bonds under this Section 2.03. Whenever any Bond or Bonds shall be
surrendered for transfer, the Authority shall execute and the Trustee shall authenticate and
deliver to the transferee a new Bond or Bonds of like series, interest rate, maturity and
aggregate principal amount. The Authority shall pay the cost of printing Bonds and any services
rendered or expenses incurred by the Trustee in connection with any transfer of Bonds.

(b) Exchange. The Bonds may be exchanged at the Office of the Trustee for a like
aggregate principal amount of Bonds of other authorized denominations and of the same series,
interest rate and maturity. The Trustee shall collect any tax or other governmental charge on
the exchange of any Bonds under this subsection (b). The Authority shall pay the cost of
printing Bonds and any services rendered or expenses incurred by the Trustee in connection
with any exchange of Bonds.

(c) Limitations. The Trustee may refuse to transfer or exchange, under the
provisions of this Section 2.03, any Bonds selected by the Trustee for redemption under Article
IV, or any Bonds during the period established by the Trustee for the selection of Bonds for
redemption.

SECTION 2.05. Book-Entry System.

(a) Original Delivery. The Bonds will be initially delivered in the form of a separate
single fully registered bond (which may be typewritien) for each maturity of the Bonds. Upon
initial delivery, the Trustee shall register the ownership of each Bond on the Registration Books
in the name of the Nominee. Except as provided in subsection {(c), the ownership of all of the
Outstanding Bonds shall be registered in the name of the Nominee on the Registration Books.

With respect to Bonds the ownership of which shall be registered in the name of the
Nominee, the Authority and the Trustee has no responsibility or obligation to any Depository
System Participant or to any person on behalf of which the Nominee holds an interest in the
Bonds. Without limiting the generality of the immediately preceding sentence, the Authority and
the Trustee has no responsibility or obligation with respect to (i) the accuracy of the records of
the Depository, the Nominee or any Depository System Participant with respect to any
ownership interest in the Bonds, (i) the delivery to any Depository System Participant or any
other person, other than a Bond Owner as shown in the Registration Books, of any notice with
respect to the Bonds, including any notice of redemption, (iii) the selection by the Depository of
the beneficial interests in the Bonds to be redeemed if the Authority elects to redeem the Bonds
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in part, (iv) the payment to any Depository System Participant or any other person, other than a
Bond Owner as shown in the Registration Books, of any amount with respect to principal,
premium, if any, or interest on the Bonds or (v) any consent given or other action taken by the
Depository as Owner of the Bonds. The Authority and the Trustee may treat and consider the
person in whose name each Bond is registered as the absolute owner of such Bond for the
purpose of payment of principal of and premium, if any, and interest on such Bond, for the
purpose of giving notices of redemption and other matters with respect to such Bond, for the
purpose of registering transfers of ownership of such Bond, and for all other purposes
whatsoever. The Trustee shall pay the principal of and the interest and premium, if any, on the
Bonds only to the respective Owners or their respective attorneys duly authorized in writing, and
all such payments shall be valid and effective to fully satisfy and discharge all obligations with
respect to payment of principal of and interest and premium, if any, on the Bonds to the extent
of the sum or sums so paid. No person other than a Bond Owner shall receive a Bond
evidencing the obligation of the Authority to make payments of principal, interest and premium,
if any, under this Indenture. Upon delivery by the Depository to the Authority of written notice to
the effect that the Depository has determined to substitute a new Nominee in its place, and
subject to the provisions herein with respect to Record Dates, such new nominee shall become
the Nominee hereunder for all purposes; and upon receipt of such a notice the Authority shall
promptly deliver a copy of the same to the Trustee.

(b) Representation Letter. In order to qualify the Bonds for the Depacsitory’s book-
entry system, the Authority shall execute and deliver to such Depository a letier representing
such matters as shall be necessary to so qualify the Bonds. The execution and delivery of such
letter shall not in any way limit the provisions of subsection (a) above or in any other way
impose upon the Authority or the Trustee any obligation whatsoever with respect o persons
having interests in the Bonds other than the Bond Owners. Upon the written acceptance by the
Trustee, the Trustee shall agree to take all action reasonably necessary for all representations
of the Trustee in such letter with respect to the Trustee o at all times be complied with. In
addition to the execution and delivery of such letter, the Authority may take any other actions,
not inconsistent with this Indenture, to qualify the Bonds for the Depository’s book-entry
program.

(c) Transfers Outside Book-Entry System. If either (i) the Depository determines not
to continue to act as Depository for the Bonds, or (ii) the Authority determines to terminate the
Depository as such, then the Authority shall thereupon discontinue the book-entry system with
such Depository. In such event, the Depository shall cooperate with the Authority and the
Trustee in the issuance of replacement Bonds by providing the Trustee with a list showing the
interests of the Depository System Participants in the Bonds, and by surrendering the Bonds,
registered in the name of the Nominee, to the Trustee on or before the date such replacement
Bonds are to be issued. The Depository, by accepting delivery of the Bonds, agrees to be
bound by the provisions of this subsection (c). If, prior to the termination of the Depository
acting as such, the Authority fails to identify another Securities Depository to replace the
Depository, then the Bonds shall no longer be required to be registered in the Registration
Books in the name of the Nominee, but shall be registered in whatever name or names the
Owners transferring or exchanging Bonds shall designate, in accordance with the provisions
hereof.

If the Authority determines that it is in the best interests of the beneficial owners of the
Bonds that they be able to obtain certificated Bonds, the Authority may notify the Depository
System Participants of the availability of such certificated Bonds through the Depository. In
such event, the Trustee will authenticate, transfer and exchange Bonds as required by the
Depository and others in appropriate amounts; and whenever the Depository requests, the
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Trustee and the Authority shall cooperate with the Depository in taking appropriate action (y) to
make available one or more separate certificates evidencing the Bonds to any Depository
System Participant having Bonds credited to its account with the Depository, or (z) to arrange
for another Securities Depository to maintain custody of a single certificate evidencing such
Bonds, all at the Authority’s expense.

(d) Payments to the Nominee. Notwithstanding any other provision of this Indenture
to the contrary, so long as any Bond is registered in the name of the Nominee, all payments with
respect to principal of and interest and premium, if any, on such Bond and all notices with
respect to such Bond shall be made and given, respectively, as provided in the letter described
in subsection (b) of this Section or as otherwise instructed by the Depository.

SECTION 2.06. Registration Books. The Trustee will keep or cause to be kept, at the
Office of the Trustee, sufficient records for the registration and transfer of ownership of the
Bonds, which shall upon reasonable notice as agreed to by the Trustee, be open to inspection
during regular business hours by the Authority; 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 records, the ownership of the Bonds as
hereinbefore provided.

SECTION 2.07. Bonds Mutilated, Lost, Destroyed or Stolen. If any Bond is mutilated,
the Authority, at the expense of the Owner of such 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. The
Trustee shall cancel every mutilated Bond surrendered to it and deliver such mutilated Bond to,
or upon the order of, the Authority. [f any Bond is lost, destroyed or stolen, evidence of such
loss, destruction or theft may be submitted to the Trustee and, if such evidence is satisfactory
and if indemnity satisfactory to the Trustee is given, the Authority, at the expense of the Owner,
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. 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 Trustee in connection
therewith. Any Bond issued under the provisions of this Section in lieu of any Bond alleged to
be lost, destroyed or stolen will constitute an original additional contractual obligation on the part
of the Authority whether or not the Bond so alleged to be lost, destroyed or stolen be at any time
enforceable by anyone, and shall be equally and proportionately entitled to the benefits of this
Indenture with all other Bonds issued under this Indenture.

Notwithstanding any other provision of this Section 2.07, in lieu of delivering a new Bond
for which principal has become due for a Bond which has been mutilated, lost, destroyed or
stolen, the Trustee may make payment of such Bond in accordance with its terms upon receipt
of indemnity satisfactory to the Trustee.

SECTION 2.08. Applicability to Additional Bonds. Unless otherwise specified in the

Supplemental Indenture pursuant to which an issue of Additional Bonds are issued, the
provisions of Sections 2.04 through 2.07 shall apply to such issue of Additional Bonds.
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ARTICLE Ili

ISSUANCE OF 2008 SERIES A BONDS; APPLICATION OF
PROCEEDS

SECTION 3.01. Issuance of the 2008 Series A Bonds. At any time after the execution
of this Indenture, the Authority may execute and the Trustee shall authenticate and, upon the
Written Request of the Authority, deliver the 2008 Series A Bonds to the Original Purchaser.

SECTION 3.02. Application of Proceeds of Sale of the 2008 Series A Bonds. Upon
the receipt of payment for the 2008 Series A Bonds on the Closing Date, the Trustee shall

receive the net proceeds of sale thereof, being $ , caleulated as follows:
% {constituting the par amount of the 2008 Series A Bonds),
» less original issue discount in the amount of $ , and

+ less an underwriters’ discount of $ ,
which the Trustee shall apply as follows:

(a) The Trustee shall deposit the amount of $ in the
Costs of Issuance Fund.

(b) The Trustee shall deposit the amount of § in the
Reserve Account.

(€) The Trustee shall transfer the amount of $ to the
1998 Trustiee to be used to refund the Series 1998A Bonds in accordance with
the Refunding Instructions.

The Trustee may establish and maintain a temporary account or fund to facilitate and
record such deposits and {ransfers.

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” into which the Trustee shall deposit a portion of the proceeds of sale of the
2008 Series A Bonds under Section 3.02(a). The Trustee shall disburse amounts in the Costs
of Issuance Fund from time to time fo pay the Costs of Issuance upon submission of a Written
Requisition of the Authority 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 said fund. The Trustee may conclusively rely on such Written Requisitions and
shall be fully protected in relying thereon. On June 1, 2008, or upon the earlier Written Request
of the Authority, the Trustee shall transfer all amounts remaining in the Costs of Issuance Fund
to the [City], and shall thereupon close the Costs of issuance Fund.

SECTION 3.04. [Reserved].

SECTION 3.05. Validity of 2008 Series A Bonds. The recital contained in the 2008
Series A Bonds that the same are issued under the Constitution and laws of the State of
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California shall be conclusive evidence of their validity and of compliance with the provisions of
law in their issuance.

SECTION 3.06. Additional Bonds. (A) In addition to the 2008 Series A Bonds
authorized to be issued under this Indenture, the Authority, may, by Supplemental Indenture,
issue one or more series of Additional Bonds secured by Revenues on a parity with the 2008
Series A Bonds, and may issue and deliver such Additional Bonds in such principal amount as
shall be determined by the Authority, but only upon compliance by the Authority with the
provisions of this Section, including the following specific conditions which are hereby made
conditions precedent to the issuance of such Additional Bonds:

(a) The parties to this Indenture shall have executed a Supplemental
Indenture which (i) sets forth the terms and provisions of such Additional Bonds,
including the establishment of such funds and accounts, which may be separate
and apart from the funds and accounis established hereunder for the 2008
Series A Bonds, as shall be necessary or apprapriate, and (ii) requires that prior
o or upon the issuance of such Additional Bonds, an amount shall be deposited
in the Reserve Account to ensure that the amount on deposit in the Reserve
Account upon the issuance of the Additional Bonds shall be at least equal to the
Reserve Requirement;

(b) The scheduled principal and interest payable with respect to such
Additional Bonds shall be payable only on Interest Payment Dates applicable to
the 2008 Series A Bonds, provide that the Interest Payment Dates with respect to
Variable Rate Bonds shall be as provided in the applicable Supplemental
indenture;

{c) The Installment Sale Agreement shall have been supplemented or
amended, if necessary, fo (i} increase or adjust the Installment Payments due
and payable on each Instailment Payment Date to an amount sufficient to pay
the principal, premium {if any) and interest payable with respect to all
Outstanding Bonds, including all Additional Bonds as and when, if any, the same
mature or become due and payable {except to the extent such principal, premium
and interest may be payable out of moneys then on deposit with the Trustee in
accordance with this Indenture), (ii)if appropriate, identify the additions,
betterments, extensions, improvements or replacements to the Wastewater
Enterprise, or such other real or personal property, to be financed, acquired or
constructed or otherwise made subject to the Instaliment Sale Agreement, by the
preparation, execution and delivery of such Additional Bonds, and (iii) make such
other revisions to the Installment Sale Agreement as are necessitated by the
issuance of such Additional Bonds (provided, however, that such other revisions
shall not prejudice the rights of the Owners of Outstanding Bonds as granted
them under the terms of this Indenture);

(d) There shall have been delivered to the Trustee a counterpari of
the amendments required by subsection {(c) hereof;

(e) The Trustee shall have received a Written Certificate of the
Authority that, except as otherwise permitted under Section 5.8 of the Installment
Sale Agreement in connecticn with the issuance of refunding Parity Obligations,
no Event of Default hereunder relating to the Authority exists (or any event which,
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once all notice or grace periods have passed, would consfitule an Event of
Default);

® The Trusiee shall have received a Written Certificate of the City
that, except as otherwise permitted under Section 5.8 of the Installment Sale
Agreement in connection with the issuance of refunding Parity Obligations, no
Event of Default under the Installment Sale Agreement relating to the City exists
{or any event which, once all notice or grace periods have passed, would
constitute an Event of Default);

(9) The Trustee shall have received an opinion of Bond Counsel
substantially to the effect that (i) said Supplemental Indenture and said
amendments to the Installment Sale Agreement comply in all respects with the
requirements of this Section 3.08, (ii) said Supplemental Indenfure and said
amendments to the Installment Sale Agreement have been duly authorized,
executed and delivered by each of the respective parties thereto {provided that
said opinion of Bond Counsel, in rendering the opinions set forth in this clause
(ii), shall be entitled fo rely upon one or more other opinions of counsel, including
counsel to any of the respective parties to said Supplemental Indenture or said
amendments to the Installment Sale Agreement), (iii} assuming that no Event of
Default has occurred and is continuing, this Indenture, as amended by said
Supplemental Indenture, and the Installment Sale Agreement, as amended by
the respective amendments thereto, constitute the legal, valid and binding
obligations of the respective parties thereto, enforceable against said pariies in
accordance with their respective terms (except to the extent that enforcement
thereof may be limited by bankruptcy, insolvency, moratorium, debt adjustment
or other laws affecting creditors’ rights generally, and except to the extent that
enforcement thereof may be limited by general principles of equity, regardless of
whether enforcement is sought in a legal or equitable proceeding} and (iv) the
execution of such Supplemental Indenture and said amendments to the
Instalilment Sale Agreement, and performance by the parties thereunder, will not,
in and of itself, result in the inclusion of the interest on any Bonds in the gross
income of the Owners of the Bonds for purposes of federal income taxation;

(h) Upon the execution and delivery of such Additional Bonds, the
amount on deposit in the Reserve Account, taking into account the execution of
the Additional Bonds, shall be at least equal to the Reserve Requirement; and

i Such other conditions shall have been satisfied, and such other
instruments shall have been duly executed and delivered {o the Trustee, as the
City or the Authority shall have reasonably requested.

(B) Upon delivery to the Trustee of the foregoing instruments, the Trustee shall

authenticate Additional Bonds representing the aggregate principal amount specified in such
Supplemental Indenture, and such Additional Bonds shall be equally and ratably secured with
all Bonds, including any Additional Bonds, theretofore prepared, executed and delivered, all
without preference, priority or distinction (other than with respect to maturity, payment,
prepayment or sinking fund payment (if any)) of any one Bond, including Additional Bonds, over
any other; provided, however, that no provision of this Indenture shall require the City to consent
to or otherwise permit the preparation, execution and delivery of Additional Bonds, it being
understood and agreed that any such consent or other action of the City to permit the
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preparation, execution and delivery of Additional Bonds, or lack thereof, shall be in the sole
discretion of the City.

(C)  Whenever the Authority shall have determined to issue Additional Bonds
pursuant to this Section 3.06, the Authority shall adopt a Supplemental Indenture determining
that the issuance of such Additional Bonds is necessary for the purposes specified herein,
specifying the principal amount of such Additional Bonds and prescribing the terms and
conditions of such Additional Bonds and the funds to be established for the security and
payment thereof. Before such Additional Bonds shall be issued and delivered, the Authority
shall file with the Trustee a Certificate of the Authority certifying that the requirements set forth
in Section 3.06 have been either met or provided for, together with a copy of the amendment to
the Installment Sale Agreement required hereby.

(D) Nothing contained in the Section 3.06 shall restrict the ability of the City to issue
Parity Obligations pursuant to the Installment Sale Agreement that do not secure Additional
Bonds issued pursuant to this Section 3.06.

SECTION 3.07. Swap Agreements. Without meeting the requirements of Section 3.06
or Section 5.8 of the Installment Sale Agreement, the City may enter into one or more interest
rate swap agreements (“Swap Agreements”) with respect to Variable Rate Bonds and the
related Parity Obligations, under which the City “swaps” the variable rate of interest payable on
the Variable Rate Bonds (and the related Parity Obligations) for a fixed rate of interest, in a
notional amount equal to or less than the principal amount of such Additional Bonds to which
the Swap Agreement applies, subject to the following conditions:

(@) The counterparty under the Swap Agreement (the “Swap Provider”), or
the entity issuing the credit instrument securing the counterparty payments of the Swap
Provider, must be rated at least “AA-"/"Aa3" or better by S&P and Moody's (the “Initial
Rating Requirement”).

(b) Assuming satisfaction of the Initial Rating Reguirement, and thereafter as
long as the long term indebtedness of the Swap Provider or the claims paying ability of
the Swap Provider, or the long term indebtedness or the claims paying ability of the
entity issuing the credit instrument securing the counterparty payments of the Swap
Provider, does not fall below BBB or Baa2 by either S&P or Moody's (the "Minimum
Rating Requirement”), all interest rate assumptions for purposes of determining Annual
Debt Service and Maximum Annual Debt Service may be based upon the synthetic fixed
interest rate under the Swap Agreement, plus the Basis Differential.

In the event of a failure to maintain a Swap Provider holding the Minimum Rating
Requirement or to replace any such Swap Provider by another Swap Provider which holds the
Initial Rating Requirement within ten business days after the Swap Provider’s rating falls below
BBB or Baa2, the Swap Agreement will no longer be included in the calculation of Annual Debt
Service.

The City's obligation to make payments under a Swap Agreement entered into in
connection with the issuance of Variable Rate Bonds (and the related Parity Obligations) and
meeting the conditions set forth in this Section 3.07 may, at the option of the City, be on a parity
with the cbligation of the City to make Installment Payments and to pay all other outstanding
Parity Obligations.
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ARTICLE IV
REDEMPTION OF BONDS
SECTION 4.01. Terms of Redemption.

{(a) Optional Redemption from any Source of Available Funds. The 2008 Series A
Bonds maturing on or before June 1, 20__, are not subject to optional redemption prior to their
respective stated maturity dates. The 2008 Series A Bonds maturing on or after June 1, 20__,
are subject to redemption in whole, or in part at the Written Request of the Authority among
maturities on such basis as the Authority may designate and by lot within a maturity, at the
option of the Authority, on any date on or after June 1, 20__, from any available source of funds,
at a redemption price equal to the principal amount of the 2008 Series A Bonds to be redeemed,
plus accrued interest to the date of redemption, without premium.

The Authority must give the Trustee wriften notice of its intention to redeem Bonds under
this subsection (a), and the manner of selecting such Bonds for redemption from among the
maturities thereof, in sufficient time to enable the Trustee to give notice of such redemption in
accordance with Section 4.03.

{b) Redemption From Proceeds of Insurance, Sale and Condemnation. The Bonds,
including the 2008 Series A Bonds, are subject to mandatory redemption, on any date, in whole,
or in part on a pro rata basis among maturities, from the net proceeds of insurance, sale or
condemnation credited towards the prepayment of the Installment Payments by the City under
Section 7.3 of the Installment Sale Agreement. The Bonds, including the 2008 Series A Bonds,
are subject to redemption under this subsection at a redemption price equal to the principal
amount represented thereby to be prepaid, without premium, together with accrued interest
represented thereby to the redemption date.

(©) Mandatory Sinking Fund Redemption Relating to the 2008 Series A Bonds. The
Term Bonds shall also be subject to redemption, by lot, on June 1 in each of the years as set
forth in the following table, from deposits made for such purpose pursuant to Section 5.02(b), at
a redemption price equal to the principal amount thereof to be redeemed together with accrued
interest thereon to the redemption date, without premium, or in lieu thereof may be purchased
pursuant to the succeeding paragraph of this subsection (c), in the aggregate respective
principal amounts and on the respective dates as set forth in the following table; provided,
however, that if some but not all of the Term Bonds have been redeemed pursuant fo
subsections (&) or (b) above, the total amount of ali future payments pursuant to this subsection
(c) with respect to such Term Bonds shall be reduced by the aggregate principal amount of such
Term Bonds so redeemed, to be allocated among such payments in integral multiples of $5,000
as determined by the Authority (written notice of which determination shall be given by the
Authority to the Trustee).
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2008 Series A Term Bonds Maturing June 1, 20__

Sinking Fund Principal
Redemption Date Amount To Be
{June 1) Redeemed

2008 Series A Term Bonds Maturing June 1, 20__

Sinking Fund Principal
Redemption Date Amount To Be
(June 1) Redeemed

2008 Series A Term Bonds Maturing June 1, 20__

Sinking Fund Principal
Redemption Date Amount To Be
(June 1) Redeemed

In lieu of redemption of the Term Bonds pursuant to the preceding paragraph, amounts
on deposit in the Bond Fund (to the extent not required to be deposited by the Trustee in the
Interest Account or the Principal Account pursuant to Section 5.02 during the current Bond
Year) may also be used and withdrawn by the Authority, upon the Written Request of the
Authority delivered to the Trustee, at any time for the purchase of such Term Bonds at public or
private sale as and when and at such prices (including brokerage and other charges and
including accrued interest) as the Authority may in its discretion determine. The par amount of
any of such Term Bonds so purchased by the Authority in any twelve-month period ending on
April 1 in any year shall be credited fowards and shall reduce the par amount of such Term
Bonds required to be redeemed pursuant to this subsection (c) on the next succeeding June 1.

SECTION 4.02. Selection of Bonds for Redemption. Whenever provision is made in
this Indenture for the redemption of less than all of the Bonds of a single maturity of the same
issue, the Trustee shall select the Bonds of that maturity {o be redeemed by lot in any manner
which the Trustee in its sole discretion deems appropriate. For purposes of such selection, the
Trustee shall treat each Bond as consisting of separate $5,000 portions and each such portion
shall be subject to redemption as if such portion were a separate Bond.
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SECTION 4.03. Notice of Redemption. The Trustee shall mail notice of redemption of
the Bonds by first class mail, postage prepaid, not less than 30 nor more than 60 days before
any redemption date, to the respective Owners of any Bonds designated for redemption at their
addresses appearing on the Registration Books and to one or more Securities Depositories and
to the Information Services. Each notice of redemption shall state the date of the notice, the
redemption date, the place or places of redemption, whether less than all of the Bonds (or all
Bonds of a single maturity) are to be redeemed, the CUSIP numbers and (in the event that not
all Bonds within a maturity are called for redemption) Bond numbers of the Bonds to be
redeemed and the maturity or maturities of the Bonds to be redeemed, and in the case of Bonds
to be redeemed in part only, the respective portions of the principal amount thereof to be
redeemed. Each such notice shall also state that on the redemption date there will become due
and payabie on each of said Bonds the redemption price thereof, and that from and after such
redemption date interest thereon shall cease to accrue, and shall require that such Bonds be
then surrendered. Each notice relating to a redemption pursuant to Section 4.01(a) or Section
4.01(b) shall further state that such redemption may be rescinded by the Authority on or prior to
the date set for redemption. Neither the failure to receive any notice nor any defect therein shall
affect the sufficiency of the proceedings for such redemption or the cessation of accrual of
interest from and after the redemption date. Notice of redemption of Bonds shall be given by
the Trustee, at the expense of the Authority, for and on behalf of the Authority.

The Authority shall have the right to rescind any redemption pursuant to Section 4.01(a)
or Section 4.01(b) by written notice to the Trustee on or prior to the date fixed for redemption.
Any notice of redemption shall be cancelled and annulled if for any reason funds are not
available on the date fixed for redemption for the payment in full of the Bonds then called for
redemption, and such cancellation shall not constitute an Event of Default hereunder. The
Trustee shall mail notice of rescission of redemption in the same manner notice of redemption
was originally provided.

SECTION 4.04. Execution of New Bonds Upon Partial Redemption of Bonds. Upon
surrender of any Bonds redeemed in part only, the Authority shall execute and the Trustee shall
authenticate and deliver to the Owner thereof, at the expense of the Authority, a new Bond or
Bonds of authorized denominations equal in aggregate principal amount to the unredeemed
portion of the Bonds surrendered.

SECTION 4.05. 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 date fixed for redemption on, including any applicable premium, 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, 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 Owners of said Bonds shall have no rights in respect thereof except to receive payment of
the redemption price thereof.

All Bonds redeemed under the provisions of this Article shall be canceled by the Trustee

upon surrender thereof and destroyed in accordance with the retention policy of the Trustee
then in effect.
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ARTICLE V

REVENUES; FUNDS AND ACCOUNTS; PAYMENT OF PRINCIPAL
AND INTEREST

SECTION 5.01. Security for the Bonds; Bond Fund.

(a) Pledge of Revenues and Other Amounts. Subject only to the provisions of this
Indenture permitting the application thereof for the purposes and on the terms and conditions
set forth herein, all of the Revenues and all amounts held in any fund or account established
under this Indenture are hereby pledged to secure the payment of the principal of and interest
and premium (if any) on the Bonds in accordance with their terms and the provisions of this
Indenture. Said pledge constitutes a lien on and security interest in the Revenues and such
amounts and shall attach, be perfected and be valid and binding from and after the Closing
Date, without the need for any physical delivery thereof or further act.

(b) Assignment to Trustee. The Authority hereby irrevocably transfers, assigns and
sets over to the Trustee, without recourse to the Authority, all of its rights in the Installment Sale
Agreement (excepting only the Authority’s rights under Sections 4.7, 5.2 and 6.4 thereof),
including but not limited to all of the Authority’s rights to receive and collect all of the instaliment
Payments, and the Trustee hereby accepts such assignment. The Trustee is entitled to collect
and receive all of the Installment Payments, and any Installment Payments 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 is also entitled to and shall, subject to the provisions of Article VI, take all steps,
actions and proceedings which the Trustee determines fo be reasonably necessary in its
judgment to enforce, either jointly with the Authority or separately, all of the rights of the
Authority and all of the obligations of the City under the Instaliment Sale Agreement.

{c) Deposit of Revenues in Bond Fund. All Revenues shall be promptly deposited
by the Trustee upon receipt thereof in a special fund designated as the "Bond Fund” which the
Trustee shall establish, maintain and hold in trust; except that all moneys received by the
Trustee and required hereunder or under the Installment Sale Agreement to be deposited in the
Redemption Fund shall be promptly deposited in such funds. All Revenues deposited with the
Trustee shall be held, disbursed, allocated and applied by the Trustee only as provided in this
Indenture. Any surplus remaining in the Bond Fund, after payment in full of (i) the principal of
and interest on the Bonds or provision therefore under Article X, and (i) any applicable fees and
expenses of the Trustee, shall be withdrawn by the Trustee and remitted to the City.

SECTION 5.02. Allocation of Revenues. On or before each Interest Payment Date,
the Trustee shall transfer from the Bond Fund and deposit into the following respective accounts
(each of which the Trustee shall establish and maintain within the Bond Fund), the following
amounts in the following order of pricrity:

(a) Deposit to Interest Account. The Trustee shall deposit in the
Interest Account an amount required to cause the aggregate amount on deposit
in the Interest Account to be at least equal to the amount of interest becoming
due and payable on such Interest Payment Date on all Bonds then Outstanding.

{b) Deposit to Principal Account. The Trustee shall deposit in the
Principal Account an amount required to cause the aggregate amount on deposit
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in the Principal Account to equal the principal amount of the Bonds coming due
and payable on each June 1, including the aggregate principal amount of the
Term Bonds (if any) which are subject to mandatory sinking fund redemption on
such June 1 pursuant to Section 4.01(c).

(€) Deposit to Reserve Account. The Trustee shall deposit in the
Reserve Account an amount, if any, required to cause the amount on deposit in
the Reserve Account to be equal to the Reserve Requirement.

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 as it comes due and payable (including accrued interest on any Bonds purchased or
redeemed prior to maturity).

SECTION 5.04. Application of Principal Account. All amounts in the Principal
Account shall be used and withdrawn by the Trustee solely to pay the principal amount of the
Bonds on their respective maturity dates, including the aggregate principal amount of the Term
Bonds (if any) which are subject to mandatory sinking fund redemption on such June 1 pursuant
to Section 4.01(c).

SECTION 5.05. Application of Reserve Account.

(a) Application of Reserve Account. All amounts in the Reserve Account shall be
used and withdrawn by the Trustee solely for the purpose of (i) paying principal of or interest on
the Bonds, including the principal amount of any Term Bonds subject to mandatory sinking fund
redemption under Section 4.01(c), when due and payable to the extent that moneys deposited
in the Interest Account or Principal Account are not sufficient for such purpose, and (ii) making
the final payments of principal of and interest on the Bonds. If the amounts on deposit in the
Reserve Account are insufficient at any time to pay the full amount of principal of and interest on
the Bonds then required to be paid from the Reserve Account, the Trustee shall apply such
amounts first, to the payment of inferest and second, o the payment of principal. On the date
on which all Bonds are retired hereunder or provision is made therefor under Article X, after
payment of any amounts then owed to the Trustee, all moneys then on deposit in the Reserve
Account shall be withdrawn by the Trustee and paid to the City as a refund of overpaid
Installment Payments.

If, on any date, moneys on deposit in the Reserve Account, together with amounts then
on deposit in the Bond Fund, are sufficient to pay all Outstanding Bonds, including all principal
thereof, and interest thereon, the Trustee shall, at the Written Request of the Authority, transfer
all amounts then on deposit in the Reserve Account, together with such amounts in the Bond
Fund, to the Redemption Fund fo be applied to the redemption of the Bonds in accordance with
the provisions of Section 4.01(a). The Trustee shall be entitled to conclusively rely on any such
Written Request and shall be fully protected in relying thereon. On each June 1, the Trustee
shall transfer any amounts on deposit in the Reserve Account in excess of the Reserve
Requirement, including amounts derived from the investment of moneys in the Reserve
Account, to the Bond Fund.
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(b} Qualified Reserve Account Credit Instrument. The Authority shall have the right
at any time to release any cash (including Permitted Investments) on deposit from the Reserve
Account, in whole or in part, by tendering to the Trustee: (1) a Qualified Reserve Account Credit
Instrument, and {2) an opinion of Bond Counsel stating that such release will not, of itself, cause
the interest on the Bonds to become includable in gross income for purposes of federal income
taxation. Upon tender of such items to the Trustee, the Trustee shall transfer such funds from
the Reserve Account to or upon the direction of the authority. Prior to the expiration of any
Qualified Reserve Account Credit Instrument, or to the reduction of the rating of the provider
thereof below the rating on the Bonds, the Authority shall be obligated either (a) to replace such
Qualified Reserve Account Credit Instrument with a new Qualified Reserve Account Credit
Instrument, or (b) to deposit or cause to be deposited with the Trustee an amount of funds such
that the funds on deposit in the Reserve Account, together with all Qualified Reserve Account
Credit Instruments held by the Trustee, is at least equal to the Reserve Requirement.

In the event that a Qualified Reserve Account Credit Instrument is available to be drawn
upon for only one or more particular issues of Bonds, a separate subaccount in the Reserve
Account may be established for such issue or issues. In such case, the calculation of the
Reserve Requirement for such issue of Bonds shall be made only with respect to such issue,
and the calculation of the Reserve Requirement with respect to all other Bonds shall exclude the
debt service on such issue of Bonds. Additionally, the Reserve Account may be maintained in
the form of one combined Reserve Account or in the form of one or more separate sub-
accounts established for the purpose of holding the proceeds of separate issues of Bonds in
conformity with applicable provisions of the Code to the extent directed by the Authority or the
City in writing to the Trustee.

SECTION 5.06. Application of Redemption Fund. The Trustee shall establish and
maintain the Redemption Fund, into which the Trustee shall deposit a portion of the Revenues
received representing optional prepayments of the Instaliment Payments, in accordance with a
Written Request of the Authority. Amounts on deposit in the Redemption Fund shall be used
and withdrawn by the Trustee solely for the purpose of paying the principal and premium (if any)
of the Bonds to be redeemed under Sections 4.01(a) or (b); provided, however, that at any time
prior to the selection of Bonds for redemption, the Trustee may apply such amounts to the
purchase of Bonds at public or private sale, when and at such prices (including brokerage and
other charges, but exciuding accrued interest, which is payable from the Interest Account) as
shall be directed under a Written Request of the Authority, except that the purchase price
(exclusive of accrued interest) may not exceed the redemption price then applicable to the
Bonds. The Trustee shall be entitled to conclusively rely on any Written Request of the
Authority received under this Section 5.06, and shall be fully protected in reiying thereon.

SECTION 5.07. Investments. All moneys in any of the funds or accounts established
with the Trustee under this Indenture shall be invested by the Trustee solely in Permitted
Investments. Such investments shall be directed by the Authority under a Written Request of
the Authority filed with the Trustee at least 2 Business Days in advance of the making of such
investments. [n the absence of any such directions from the Authority, the Trustee shall invest
any such moneys in Permitted Investments described in clause (f) of the definition thereof.
Permitted Investments purchased as an investment of moneys in any fund shall be deemed to
be part of such fund or account. To the extent Permitted Investments are registrable, such
Permitted Investments must be registered in the name of the Trustee.
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All interest or gain derived from the investment of amounts in any of the funds or
accounts established hereunder shall be deposited in the Bond Fund, provided, however, that
earnings on the investment of the amount in the Reserve Account shall be retained therein to
the extent required to maintain the Reserve Requirement, and otherwise shall be transferred fo
the Bond Fund in accordance with Section 5.05(b). For purposes of acquiring any investments
hereunder, the Trustee may commingle funds held by it hereunder. The Trustee or any of its
affiliates may act as principal or agent in the acquisition or disposition of any investment and
may impose its customary charges therefor. The Trustee shall incur no liability for losses
arising from any investments made under this Section 5.07.

The Trustee may make any investments hereunder through its own bond or investment
department or trust investment department, or those of its parent or any affiliate. The Trustee or
any of its affiliates may act as sponsor, advisor or manager in connection with any investments
made by the Trustee hereunder. The Trustee is hereby authorized, in making or disposing of
any investment permitted by this Section, to deal with itself (in its individual capacity) or with any
one or more of its affiliates, whether it or such affiliate is acting as an agent of the Trustee or for
any third person or is dealing as a principal for its own account.

The Authority acknowledges that fo the extent regulations of the Comptroller of the
Currency or other applicable regulatory entity grant the Authority the right to receive brokerage
confirmations of security transactions as they occur, the Authority will not receive such
confirmations to the extent permitted by law. The Trustee will furnish the Authority periodic cash
transaction statements which include detail for alt investment transactions made by the Trusiee
hereunder.

The moneys on deposit in the funds and accounts established under this Indenture shall
not be deemed "surplus” under Section 53601 of the Government Code.

SECTION 5.08. Valuation and Dispositicn of Investments.

(&) Except as otherwise provided in subsection (b) of this Section, the Authority
covenants that all investments of amounts deposited in any fund or account created by or under
this Indenture, or otherwise containing gross proceeds of the Bonds {within the meaning of
Section 148 of the Tax Code) shall be acquired, disposed of and valued at the Fair Market
Value thereof as such term is defined in subsection (d) below. The Trustee shall have no duty
in connection with the determination of Fair Market Value other than to follow the investment
directions of the Authority in any Written Request of the Authority.

{b) Investments in funds or accounts (or portions thereof) that are subject to a yield
restriction under applicable provisions of the Tax Code and invesiments in the Reserve Account
shall be valued at cost thereof, (consisting of present value thereof within the meaning of
Section 148 of the Tax Code); provided that the Authority shall inform the Trustee which funds
{other than the Reserve Account) are subject to a yield restriction.

(€) Except as provided in the preceding subsection (b), for the purpose of
determining the amount in any fund or account established hereunder, the value of Permitied
Investments credited fo such fund shall be valued by the Trustee at least annually on or before
June 1. The Trustee may sell or present for redemption, any Permitted Investment so
purchased by the Trustee whenever it shall be necessary in order to provide moneys to meet
any required payment, transfer, withdrawal or disbursement from the fund to which such
Permitied Investment is credited, and the Trustee shall not be liable or responsible for any loss
resulting from any such Permitted Investment.
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(d) For purposes of this Section 5.09, the term "Fair Market Value” means the price
at which a willing buyer would purchase the investment from a willing seller in a bona fide, arm’s
length transaction (determined as of the date the confract to purchase or seli the investment
becomes binding) if the investment is traded on an established securities market (within the
meaning of Section 1273 of the Tax Code) and, otherwise, the term “Fair Market Value” means
the acquisition price in a bona fide arm’s length transaction (as referenced above) if (i) the
investment is a certificate of deposit that is acquired in accordance with applicable regulations
under the Tax Code, (i) the investment is an agreement with specifically negotiated withdrawal
or reinvestment provisions and a specifically negotiated interest rate (for example, a guaranteed
investment contract, a forward supply contract or other investment agreement) that is acquired
in accordance with applicable regulations under the Tax Code, or (iii) the investment is a United
States Treasury Security -- State and Local Government Series which is acquired in accordance
with applicable regulations of the United States Bureau of Public Debt.

(&) To the extent of any valuations made by the Trustee hereunder, the Trustee may

utilize and rely upon computerized securities pricing services that may be available to i,
including those available through its regular accounting system.
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ARTICLE VI
COVENANTS OF THE AUTHORITY

SECTION 6.01. Punctual Payment. The Authority shall punctually pay or cause fo be
paid the principal of and interest and premium (if any} on all 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 the Revenues and other amounts pledged for such payment as provided in this
Indenture.

SECTION 6.02. Extension of Payment of Bonds. 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 of such Bonds 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
have not been so extended. Nothing in this Section 6.02 limits the right of the Authority to issue
Bonds for the purpose of refunding any Outstanding Bonds, and such issuance does not
constitute an extension of maturity of the Bonds.

SECTION 6.03. Against Encumbrances. The Authority shall not create, or permit the
creation of, any pledge, lien, charge or other encumbrance upon the Revenues and other assets
pledged or assigned under this Indenture while any of the Bonds are Qutstanding, except the
pledge and assignment created by this Indenture. Subject to this limitation, the Authority
expressly reserves the right fo 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 under law to issue the Bonds and to enter into this Indenture and to
pledge and assign the Revenues and other amounts 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
special obligations of the Authority in accordance with their terms, and the Authority and the
Trustee shall at all times, subject to the provisions of Article VIl and to the extent permiited by
law, defend, preserve and protect said pledge and assignment of Revenues and other assets
and all the rights of the Bond Owners under this Indenture against all claims and demands of all
persons whomsoever.

SECTION 6.05. Accounting Records. The Trustee shall at all times keep, or cause to
be kept, proper books of record and account, prepared in accordance with corporate trust
industry standards, in which complete and accurate eniries shall be made of all transactions
made by it relating to the proceeds of Bonds and all funds and accounts established under this
Indenture. The Trustee shall make such hooks of record and account available for inspection
by the Authority and the City during business hours, upon reasonable notice, and under
reasonable circumstances.

SECTION 6.06. Limitation on Additional Obligations. The Authority covenants that

no additional bonds, notes or other indebtedness, other than Additional Bonds, shall be issued
or incurred which are payable out of the Revenues in whole or in part.
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SECTION 6.07. Tax Covenants.

(a) Private Business Use Limitation. The Authority shall assure that the proceeds of
the Bonds are not used in a manner which would cause the Bonds to satisfy the private
business tests of Section 141(b) of the Tax Code or the private loan financing test of Section
141(c) of the Tax Code.

{b) Federal Guarantee Prohibition. The Authority may not take any action or permit
or suffer any action to be taken if the result of the same would be to cause the Bonds to be
“federally guaranteed” within the meaning of Section 149(b) of the Tax Code.

(c) No Arbitrage. The Authority may not take, or permit or suffer to be taken by the
Trustee or otherwise, any action with respect to the proceeds of the Bonds or of any other
obligations which, if such action had been reasonably expected to have been taken, or had
been deliberately and intentionally taken, on the Closing Date, would have caused the Bonds to
be “arbitrage bonds” within the meaning of Section 148(a) of the Tax Code.

(d) Maintenance of Tax Exemption. The Authority shall take all actions necessary to
assure the exclusion of interest on the Bonds from the gross income of the Owners of the Bonds
to the same extent as such interest is permitted to be excluded from gross income under the
Tax Code as in effect on the Closing Date.

(e) Rebate of Excess Investment Earnings to United States. The Authority shall
calculate or cause to be calculated all amounts of excess investment earnings with respect to
the Bonds which are required to be rebated to the United States of America under Section
148(f) of the Tax Code, at the times and in the manner required under the Tax Code. The
Authority shall pay when due an amount equal to excess investment earnings to the United
States of America in such amounts, at such times and in such manner as may be required
under the Tax Code, such payments to be made from any source of legally available funds of
the Authority. The Authority shall keep or cause to be kept, and retain or cause to be retained
for a period of 6 years following the retirement of the Bonds, records of the determinations made
under this subsection (e).

SECTION 6.08. Enforcement of Installment Sale Agreement. The Trustee shall
promptly collect all amounts (to the extent any such amounts are available for collection) due
from the City under the Installment Sale Agreement. Subject to the provisions of Article VIl the
Trustee shall enforce, and take ali steps, actions and proceedings which the Trustee determines
to be reasonably necessary for the enforcement of all of its rights thereunder as assignee of the
Authority and for the enforcement of all of the obligations of the City under the Installment Sale
Agreement.

SECTION 6.09. Waiver of Laws. The Authority shall not at any time insist upon or
plead in any manner whatsoever, or claim 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 permitied by law.

SECTION 6.10. Further Assurances. The Authority will 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 Owners of the Bonds of the rights and benefits provided
in this Indenture.
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ARTICLE VII
EVENTS OF DEFAULT AND REMEDIES

SECTION 7.01. Events of Default. The following events constitute Events of Default
hereunder:

(a) Failure to pay any instaliment of the principal of any Bonds when
due, whether at maturity as therein expressed, by proceedings for redemption, by
acceleration, or otherwise.

(b) Failure to pay any installment of interest on the Bonds when due.

(c) Failure by the Authority to observe and perform any of the other
covenants, agreements or conditions on its part contained in this Indenture or in
the Bonds, if such failure has continued for a period of 60 days after written
notice thereof, specifying such failure and requiring the same to be remedied,
has been given to the Authority by the Trustee provided, however, if in the
reasonable opinion of the Authority the failure stated in the notice can be
corrected, but not within such 60 day period, such failure shall not constitute an
Event of Default if the Authority institutes corrective action within such 60 day
period and thereafter diligently and in good faith cures the failure in a reasonable
period of fime.

(d) The commencement by the Authority of a voluntary case under
Title 11 of the United States Code or any substitute or successor statute.

(e) The occurrence and continuation of an event of default under and
as defined in the Installment Sale Agreement.

SECTION 7.02. Acceleration; Other Remedies. If any Event of Default occurs, then,
and in each and every such case during the continuance of such Event of Default, the Trustee
may, and shall, at the written direction of the Owners of a majority in aggregate principal amount
of the Bonds at the time Outstanding shall, in each case, upon receipt of indemnification
satisfactory to Trustee against the costs, expenses and liabilities to be incurred in connection
with such action, upon notice in writing to the Authority, declare the principal of all of the Bonds
then Outstanding, and the interest accrued thereon, to be due and payable immediately, and
upon any such declaration the same shall become and shall be immediately due and payable,
anything in this Indenture or in the Bonds contained to the contrary notwithstanding.

The foregoing provision, however, is subject to the condition that if, at any time after the
principal of the Bonds shall have been so declared due and payable, the Authority shall pay to
or shall deposit with the Trustee a sum sufficient to pay all principal of the Bonds maturing prior
to such declaration and all matured installments of interest (if any) upon all the Bonds, and any
and all other defaults known to the Trustee (other than in the payment of principal of and
interest on the Bonds due and payable solely by reason of such declaration) shall have been
made good or cured to the satisfaction of the Trustee, or provision deemed by the Trustee to be
adequate shall have been made therefor, then, and in every such case, the Trustee, on behalf
of the Owners of all of the Bonds, shall rescind and annul such declaration and its
consequences; but no such rescission and annulment shall extend to or shall affect any
subsequent default, or shall impair or exhaust any right or power consequent thereon; provided,
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however, that no such rescission and annulment shall extend to or shall affect any subsequent
Event of Default, or shall impair or exhaust any right or power consequent thereon.

In addition to declaring the principal of all of the Bonds, and the interest accrued thereon,
to be immediately due and payable as set forth above, the Trustee shall have the right to pursue
any other remedy provided by law or in equity or otherwise after an Event of Default has
occurred.

SECTION 7.03. Application of Revenues and Other Funds After Default. If an Event
of Default occurs and is continuing, all Revenues and any other funds then held or thereafter
received by the Trustee under any of the provisions of this Indenture shall be applied by the
Trustee in the following order of priority:

(a) To the payment of reasonable fees, charges and expenses of the
Trustee (including reasonable fees and disbursements of its legal counsel
including outside counsel and the allocated costs of infernal attorneys) incurred
in and about the performance of its powers and duties under this Indenture; and

(b) To the payment of the principal of and interest then due on the
Bonds (upon presentation of the Bonds to be paid, and stamping or otherwise
noting thereon of the payment if only partially paid, or surrender thereof if fully
paid) in accordance with the provisions of this Indenture, as follows:

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, 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 of any Bonds which shall have become due, whether at
maturity or by acceleration or redemption, with interest on the overdue
principal at the rate borne by the respective Bonds (to the extent
permitted by law), and, if the amount available shall not be sufficient to
pay in full all the Bonds, together with such interest, then to the payment
thereof ratably, according to the amounts of principal due on such date to
the persons entitled thereto, without any discrimination or preference.

SECTION 7.04. Trustee to Represent Bond Owners. The Trustee is hereby
irrevocably appointed (and the successive respective Owners 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 Owners of the Bonds for the purpose of exercising
and prosecuting on their behalf such rights and remedies as may be available to such Owners
under the provisions of the Bonds, this Indenture and applicable provisions of any law. All rights
of 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 all the Owners of such
Bonds, subject to the provisions of this Indenture.
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SECTION 7.05. Limitation on Bond Owners’ Right to Sue. Notwithstanding any other
provision hereof, no Owner of any Bonds has 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 Installment Sale Agreement or any other applicable law with respect to such Bonds, unless
(a) such Owner has given to the Trustee written notice of the occurrence of an Event of Default;
(b) the Owners of a majority in aggregate principal amount of the Bonds then Outstanding have
requested the Trustee in writing to exercise the powers hereinbefore granted or to institute such
suit, action or proceeding in its own name; (c) such Owner or Owners have tendered to the
Trustee reasonable indemnity against the costs, expenses and labilities to be incurred in
compliance with such request; (d) the Trustee has failed to comply with such request for a
period of 60 days after such written request has been received by, and said tender of indemnity
has been made to, the Trustee; and (e) no direction inconsistent with such written request has
been given to the Trustee during such 60 day period by the Owners of a majority in aggregate
principal amount of the Bonds then Ouistanding.

Such nofification, request, tender of indemnity and refusal or omission are hereby
declared, in every case, to be conditions precedent to the exercise by any Owner of Bonds of
any remedy hereunder or under law; it being understood and intended that no one or more
Owners of Bonds shall have any right in any manner whatever by his or their action to affect,
disturb or prejudice the security of this Indenture or the rights of any other Owners of Bonds, or
to enforce any right under the Bonds, this Indenture, the Installment Sale Agreement or other
applicable law with respect to the Bonds, except in the manner herein provided, and that all
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 Owners of the
Outstanding Bonds, subject to the provisions of this Indenture.

SECTION 7.06. Absolute Obligation of Authority. Nothing in Section 7.06 or in any
other provision of this Indenture or in the Bonds contained affects or impairs the obligation of the
Authority, which is absolute and unconditional, to pay the principal of and interest and premium
(if any) on the Bonds to the respective Owners of the Bonds at their respective dates of
maturity, or upon acceleration or call for redemption, as herein provided, but only out of the
Revenues and other assets herein pledged therefor, or affect or impair the right of such Owners,
which is also absolute and unconditional, to enforce such payment by virtue of the contract
embodied in the Bonds.

SECTION 7.07. Termination of Proceedings. In case any proceedings taken by the
Trustee or by any one or more Bond Owners on account of any Event of Default have been
discontinued or abandoned for any reason or have been determined adversely o the Trustee or
the Bond Owners, then in every such case the Authority, the Trustee and the Bond Owners,
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 and the Bond Owners shall continue as though no such proceedings had
been taken.

SECTION 7.08. Remedies Not Exclusive. No remedy herein conferred upon or
reserved to the Trustee or any other Bond Insurer, or to the Owners of the Bonds is intended to
be exclusive of any other remedy or remedies, and each and every such remedy, fo 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 7.09. No Waiver of Default. No delay or omission of the Trustee or any
Owner of the Bonds to exercise any right or power arising upon the occurrence of any default or
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Event of Default shall impair any such right or power or shall be construed to be a waiver of any
such default or Event of Default or an acquiescence therein; and every power and remedy given
by this Indenture to the Trustee or to the Owners of the Bonds may be exercised from time to
time and as often as may be deemed expedient by the Trustee or the Bond Owners.
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ARTICLE Vil
THE TRUSTEE

SECTION 8.01. Appointment of Trustee. U.S. Bank National Association is hereby
appointed Trustee by the Authority for the purpose of receiving all moneys required to be
deposited with the Trustee hereunder and to allocate, use and apply the same as provided in
this Indenture. The Authority wili maintain a Trustee which is gqualified under the provisions of
the foregoing provisions of this Articie VIIl so long as any Bonds are Outstanding.

SECTION 8.02. Acceptance of Trusts; Remoeval and Resignhation of Trustee. The
Trustee hereby accepts the express trusts imposed upon it by this Indenture, and agrees to
perform said trusts, but only upon and subject to the following express terms and conditions:

{a) The Trustee shall, prior o an Event of Default, and after the curing
or waiver of all Events of Default which may have occurred, perform such duties
and only such duties as are expressly and specifically set forth in this Indenture
and no implied duties or covenants shall be read into this Indenture against the
Trustee.

{(b) The Authority may remove the Trustee at any time, unless an
Fvent of Default has occurred and is then continuing, and shall remove the
Trustee (a) if at any time requested to do so by the Owners of a majority in
aggregate principal amount of the Bonds then Outstanding (or their attorneys
duly authorized in writing) or (b) if at any time the Trustee ceases to be eligible in
accordance with Section 8.02, or becomes incapable of acting, or is adjudged a
bankrupt or insolvent, or a receiver of the Trustee or its property is appointed, or
any public officer takes control or charge of the Trustee or of its property or
affairs for the purpose of rehabilitation, conservation or liquidation.

(c) The Trustee may at any time resign by giving written notice of
such resignation to the Authority and the City, and by giving the Bond Owners
notice of such resignation by mail at the addresses shown on the Registration
Books.

(d) Any removal or resignation of the Trustee and appointment of a
successor Trustee shall become effective upon acceptance of appoiniment by
the successor Trustee. If no successor Trustee has been appointed and
accepted appointment within 45 days of giving notice of removal or notice of
resignation as aforesaid, the Authority, upon its own direction or the direction of
the resigning Trustee 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, must signify its acceptance of
such appointment by executing and delivering to the Authority and to iis
predecessor Trustee a written acceptance thereof, and after payment by the
Authority of all unpaid fees and expenses of the predecessor Trustee, 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 as if
originally named Trustee herein. At the Written Request of the Authority or the
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request of the successor Trustee, such predecessor Trustee 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. Upan request of the
successor Trustee, the Authority shall execute and deliver any and all
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, frusts, duties and obligations. Upon acceptance of appointment
by a successor Trustee as provided in this subsection, the Authority shall
promptly mail or cause the successor trustee o mail a notice of the succession of
such Trustee to the trusts hereunder to each rating agency which is then rating
the Bonds and to the Bond Owners at the addresses shown on the Registration
Books. If the Authority fails to mail such notice within 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) Any Trustee appointed under this Indenture shall be a corporation
or association organized and doing business under the laws of any state or the
United States of America or the District of Columbia, shall be authorized under
such laws to exercise corporate trust powers, shall have (or, in the case of a
corporation or association that is a member of a bank holding company system,
the related bank holding company has) a combined capital and surplus of at least
$50,000,000, and shall be subject to supervision or examination by a federal or
state agency, so long as any Bonds are Quistanding. [If such corporation or
association publishes a report of condition at least annually under law or fo the
requirements of any supervising or examining agency above referred to, then for
the purpose of this subsection (), the combined capital and surplus of such
corporation or association shall be deemed to be its combined capital and
surplus as set forth in its most recent report of condition so published. If the
Trustee at any time ceases fo be eligible in accordance with the provisions of this
subsection (), the Trustee shall resign immediately in the manner and with the
effect specified in this Section.

SECTION 8.003. Merger or Consolidation. Any bank, federal savings association, or
frust company into which the Trustee may be merged or converted or with which it may be
consolidated or any bank, federal savings association, or trust company resuiting from any
merger, conversion or consclidation to which it shall be a party or any bank, federal savings
assaciation, or trust company to which the Trustee may sell or fransfer all or substantially all of
its corporate trust business, provided such bank, federal savings association, or trust company
shall be eligible under subsection {e) of Section 8.02 shall be the successor {o such Trustee,
without the execution or filing of any paper or any further act, anything herein to the contrary
notwithstanding.

SECTION 8.04. Liability of Trustee.

(a) The recitals of facts herein and in the Bonds contained shall be taken as
statements of the Authority, and the Trustee shall not assume responsibility for the correctness
of the same, or make any representations as to the validity or sufficiency of this Indenture, the
Bonds or the installment Sale Agreement, nor shall the Trustee incur any responsibility in
respect thereof, other than as expressly stated herein in connection with the respective duties or
cbligations of Trustee herein or in the Bonds assigned to or imposed upon it. 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
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hereunder, except for its own negligence. 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 depository for and permit any of its officers or directors to act as a member of, orin any other
capacity with respect to, any committee formed to protect the rights of Bond Owners, whether or
not such committee shall represent the Owners of 2 majority in principal amount of the Bonds
then Qutstanding.

() The Trustee is not liable for any error of judgment made by a responsible officer,
unless it is proved that the Trustee was grossly negligent in ascertaining the pertinent facts.

{c) The Trustee is not liable with respect to any action taken or omitted fo be taken
by it in accordance with the direction of the Owners of a majority 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 or assigned to it hereunder.

{d) The Trustee is not liable for any action taken by it and believed by it to be
authorized or within the discretion or rights or powers conferred upon it by this Indenture.

(&) The Trustee shall not be deemed to have knowledge of any Event of Default
hereunder, or any other event which, with the passage of time, the giving of notice, or both,
would constitute an Event of Default hereunder unless and until it shall have actual knowledge
thereof, or a corporate trust officer shall have received written notice thereof at its Office from
the City, the Authority or the Owners of at least 25% in aggregate principal amount of the
Outstanding Bonds. Except as otherwise expressly provided herein, the Trustee shall not be
bound to ascertain or inquire as to the performance or observance by the Authority or the City of
any of the terms, conditions, covenants or agreements herein, under the Installment Sale
Agreement or the Bonds or of any of the documents executed in connection with the Bonds, or
as to the existence of a default or an Event of Default or an event which would, with the giving of
notice, the passage of time, or both, constitute an Event of Default. The Trustee is not
responsible for the validity, effectiveness or priority of any collateral given to or held hy it
Without limiting the generality of the foregoing, the Trustee shall not be required to ascertain or
inquire as to the performance or observance by the City or the Authority of the terms,
conditions, covenants or agreements set forth in the Instaliment Sale Agreement, other than the
covenants of the City to make Installment Payments to the Trustee when due and to file with the
Trustee when due, such reports and certifications as the City is required to file with the Trustee
thereunder.

() No provision of this Indenture requires the Trustee to expend or risk its own
funds or otherwise incur any financial liability in the performance of any of its duties hereunder,
or in the exercise of any of its rights or powers.

(9) The Trustee may execute any of the trusts or powers hereunder or perform any
duties hereunder either directly or through agents, receivers or attorneys and the Trustee shall
not be responsible for any misconduct or negligence on the part of any agent, receiver or
attorney appointed with due care by it hereunder.

(h) The Trustee has no obligation to exercise any of the rights or powers vested in it
by this Indenture at the request or direction of the Bond Owners under this Indenture, unless the
such Owners have offered to the Trusiee reasonable security or indemnity against the costs,
expenses and liabilities (including but not limited to fees and expenses of its attorneys) which
might be incurred by it in compliance with such request or direction. No permissive power, right
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or remedy conferred upon the Trustee hereunder shail be construed to impose a duty to
exercise such power, right or remedy.

(i Whether or not therein expressly so provided, every provision of this Indenture
relating to the conduct or affecting the liability of or affording protection to the Trustee is subject
to the provisions of Section 8.02(a), this Section 8.04 and Section 8.05, and shall be applicable
to the assignment of any rights to the Trustee hereunder.

(i The Trustee is not accountable to anyone for the subsequent use or application
of any moneys which are released or withdrawn in accordance with the provisions hereof.

(k) The Trustee makes no representation or warranty, expressed or implied as to the
title, value, design, compliance with specifications or legal requirements, quality, durability,
operation, condition, merchantability or fitness for any particular purpose for the use
contemplated by the Authority or the City of the 1998 Wastewater Project. In no event shall the
Trustee be liable for incidental, indirect, special or consequential damages in connection with or
arising from the Installment Sale Agreement or this indenture for the existence, furnishing or use
of the 1998 Wastewater Project.

)] The Trustee has no responsibility with respect to any information, statement, or
recital in any official statement, offering memorandum or any other disclosure material prepared
or distributed with respect to the Bonds.

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

(m) The Trustee agrees to accept and act upon facsimile fransmission of written
instructions andfor directions pursuant to this Indenture of Trust, provided, however, that: (a)
subsequent to such facsimile transmission of written instructions and/or directions the Trustee
shall forthwith receive the originally executed instructions and/or directions, (b) such originally
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 (¢) the Trustee
shall have received a current incumbency certificate containing the specimen signature of such
designated person.

SECTION 8.05. Right to Rely on Documents. The Trustee shall be protected and shall
incur no liability in acting or refraining from acting in reliance upon any notice, resolution,
request, consent, order, certificate, report, opinion, bonds, requisition, facsimile transmission,
electronic mail or other paper or document believed by them to be genuine and to have been
signed or presented by the proper party or parties. The Trustee is under no duty to make any
investigation or inquiry as to any statements contained or matter referred to in any paper or
document but may accept and conclusively rely upon the same as conclusive evidence of the
truth and accuracy of any such statement or matter and shall be fully protected in relying
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thereon. The Trustee may consult with counsel, who may be counsel of or to the Authority, with
regard to legal questions, and the opinion of such counsel shall be full and complete
authorization and protection in respect of any action taken or suffered by it hereunder in good
faith and in accordance therewith.

The Trustee may treat the Owners of the Bonds appearing in the Registration Books as
the absolute owners of the Bonds for all purposes and the Trustee shall not be affected by any
notice to the contrary.

Whenever in the administration of the frusts 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 Written Certificate, Written Request or Written Requisition of the Authority or the City, and
such Written Certificate, Written Request or Written Requisition shall be full warrant to the
Trustee for any action taken or suffered under the provisions of this Indenture in reliance upon
such Written Certificate, Written Request or Written Requisition, and the Trustee shall be fully
protected in relying thereon, but in its discretion the Trustee may, in lieu thereof, accept other
evidence of such matter or may require such additional evidence as to it may deem reasonable.

SECTION 8.06. Preservation and Inspection of Documents. All documents received
by the Trustee under the provisions of this Indenture shall be retained in its respective
possession and in accordance with its retention policy then in effect and shall, upon reasonable
notice to Trustee, be subject to the inspection of the Authority, the City, and any Bond Owner,
and their agents and representatives duly authorized in writing, during business hours and
under reasonable conditions as agreed to by the Trustee.

SECTION 8.07. Compensation and Indemnification. The Authority shall pay to the
Trustee from time to time, on demand, the compensation for all services rendered under this
Indenture and also all reasonable expenses, advances (including any interest on advances),
charges, legal (including outside counsel and the allocated costs of internal attorneys) and
consulting fees and other disbursements, incurred in and about the performance of its powers
and duties under this Indenture.

The Authority shall indemnify the Trustee, its officers, directors, employees and agents
against any cost, loss, liability or expense whatsoever (including but not limited to fees and
expenses of its attorneys) incurred without negligence or willful misconduct on its part, arising
out of or in connection with the acceptance or administration of this trust and this Indenture,
including costs and expenses of defending itself against any claim or liability in connection with
the exercise or performance of any of its powers hereunder or under the Installment Sale
Agreement. As security for the performance of the obligations of the Authority under this
Section 8.07, the Trustee shall have a lien prior to the lien of the Bonds upon all property and
funds held or collected by the Trustee as such. The rights of the Trustee and the obligations of
the Authority under this Section 8.07 shall survive the resignation or removal of the Trustee or
the discharge of the Bonds and this Indenture and the Installment Sale Agreement.
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ARTICLE IX
MODIFICATION OR AMENDMENT HEREOF
SECTION 9.01. Amendments Permitted.

(a) Amendments With Bond Owner Consent. This Indenture and the rights and
obligations of the Authority and of the Owners of the Bonds and of the Trustee may be modified
or amended from time to time and at any time by Supplemental Indenture, which the Authority
and the Trustee may enter infc when the written consenis of the Owners of a majority in
aggregate principal amount of all Bonds then Outstanding are filed with the Trustee. No such
modification or amendment may (i) extend the fixed maturity of any Bonds, 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, without the
consent of the Owner of each Bond so affected, or (ii) reduce the aforesaid percentage of
Bonds the consent of the Owners of which is required to effect any such madification 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 except as permitted
herein, or deprive the Owners of the Bonds 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 Owners of all of the Bonds then Qutstanding. It is not necessary for the consent
of the Bond Owners to approve the particular form of any Supplemental Indenture, but it is
sufficient if such consent approves the substance thereof.

{b) Amendments Without Owner Consent. This Indenture and the rights and
obligations of the Authority, of the Trustee and the Owners of the Bonds may also be modified
or amended from time {o time and at any time by a Supplemental Indenture, which the Authority
and the Trustee may enter into without the consent of any Bond Owners if the Trustee has been
furnished an opinion of counsel that the provisions of such Supplemental Indenture shall not
materially adversely affect the interests of the Owners of the Bonds, including, without limitation,
for any one or more of the following purposes:

(i) to add to the covenants and agreements of the Authority in this
Indenture contained, 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;

(i) fo cure any ambiguity, inconsistency or omission, or {0 cure or
correct any defective provision, contained in this Indenture, or in regard to
matters or questions arising under this Indenture, as the Authority deems
necessary or desirable, provided that such modification or amendment does not
materially adversely affect the interests of the Bond Owners, in the opinion of
Bond Counsel filed with the Trustee;

(iii) to modify, amend or supplement this Indenture in such manner as
to permit the qualification hereof under the Trust Indenture Act of 1938, 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;
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(iv) to modify, amend or supplement this Indenture in such manner as
fo assure that the interest on the Bonds remains excluded from gross income
under the Tax Code;

(v) to modify any of the provisions of this Indenture in any other
respect, including the substifution of a Qualified Reserve Account Credit
Instrument as set forth in Section 5.05{c), provided that such modifications shall
not have a material adverse effect on the interests of the Owners of the Bonds;
or

(vi) to provide for the issuance of Additional Bonds pursuant to
Section 3.06 hereof, including the addition of or revision to any provisions
required with respect to Variable Rate Bonds and Swap Agreements.

(c) Limitation. The Trustee is not obligated 1o enter into any Supplemental Indenture
authorized by subsections (a) or (b) of this Section 9.01 which materially adversely affects the
Trustee's own rights, duties or immunities under this Indenture or otherwise.

(d) Bond Counsel Opinion Requirement. Prior to the Trustee entering into any
Supplemental Indenture hereunder, the Authority shall deliver to the Trustee an opinion of Bond
Counsel stating, in substance, that such Supplemental Indenture has been adopted in
compliance with the requirements of this Indenture and that the adoption of such Supplemental
Indenture will not, in and of itself, adversely affect the exclusion from gross income for purposes
of federal income taxes of interest on the Bonds.

(e) Notice of Amendments. The Authority shall deliver or cause to be delivered a
draft of any Supplemental Indenture to each rating agency which then maintains a rating on the
Bonds, at least 10 days prior to the effective date of such Supplemental Indenture under this
Section 9.01.

SECTION 9.02. Effect of Supplemental Indenture. Upon the execution of any
Supplemental Indenture under this Article IX, this Indenture shall be deemed to be medified and
amended in accordance therewith, and the respective rights, duties and obligations under this
Indenture of the Authority, the Trustee, and all Owners of Bonds Outstanding shall thereafter be
determined, exercised and enforced hereunder subject in all respects to such modification and
amendment, and all the terms and conditions of any such Supplemental Indenture shall be
deemed to be part of the terms and condifions 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 under this Article may, and if the
Authority so determines shall, bear a notation by endorsement or ctherwise in form approved by
the Authority as to any modification or amendment provided for in such Supplemental Indenture,
and, in that case, upon demand on the Owner of any Bonds Outstanding at the time of such
execution and presentation of his Bonds for the purpose at the 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 Bonds. 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 and executed by the Authority and
authenticated by the Trustee, and upon demand on the Owners of any Bonds then Outstanding
shall be exchanged at the Office of the Trustee, without cost to any Bond Owner, for Bonds then
Outstanding, upon surrender for cancellation of such Bonds, in equal aggregate principal
amount of the same maturity.
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SECTION 9.04. Amendment of Particular Bonds. The provisions of this Article IX do
not prevent any Bond Owner from accepting any amendment as to the particular Bonds held by
such Owner.
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ARTICLE X
DEFEASANCE

SECTION 10.01. Discharge of Indenture. Any or all of the Outstanding Bonds may be
paid by the Authority in any of the following ways, provided that the Authority also pays or
causes to be paid any other sums payable hereunder by the Authority:

(@) by paying or causing to be paid the principal of and interest and
premium (if any) on such Bonds, as and when the same become due and
payable;

(9)] by depositing with the Trustee, in trust, at or before maturity,
money or securities in the necessary amount (as provided in Section 10.03) to
pay or redeem such Bonds; or

(c) by delivering to the Trustee, for cancellation by it, such Bonds.

If the Authority pays all outstanding Bonds as provided above and also pays or causes
to be paid all other sums payable hereunder by the Authority, then and in that case, at the
election of the Authority (evidenced by a Written Certificate of the Authority, filed with the
Trustee, signifying the intention of the Authority to discharge all such indebtedness and this
Indenture), and notwithstanding that any of such Bonds shall not have been surrendered for
payment, this Indenture and the pledge of Revenues and other assets made under this
Indenture with respect to such Bonds and all covenants, agreements and other obligations of
the Authority under this Indenture with respect to such Bonds shall cease, terminate, become
void and be completely discharged and satisfied, subject to Section 10.02. In such event, upon
the Written Request of the Authority, the Trustee shall execute and deliver fo the Authority all
such instruments as may be necessary or desirable to evidence such discharge and
satisfaction, and the Trustee shall pay over, transfer, assign or deliver to the City all moneys or
securities or other property held by it under this Indenture which are not required for the
payment or redemption of any of such Bonds not theretofore surrendered for such payment or
redemption. The Trustee is entitled to conclusively rely on any such Written Certificate or
Written Request and, in each case, is fully protected in relying thereon.

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 pay or redeem any Outstanding Bonds (whether upon or prior to the maturity
or the redemption date of such Bonds), provided that, if such Bonds are to be redeemed prior to
maturity, notice of such redemption shall have been given as provided in Article IV or provision
satisfactory to the Trustee shall have been made for the giving of such notice, then all liability of
the Authority in respect of such Bonds shall cease, terminate and be completely discharged,
and the Owners thereof shall thereafter be entitled only to payment out of such money or
securities deposited with the Trustee as aforesaid for their payment, subject, however, to the
provisions of Section 10.04.

The Authority may at any time surrender to the Trustee, for cancellation by Trustee, any
Bonds previously issued and delivered, which the Authority may have acquired in any manner
whatsoever, and such Bonds, upon such surrender and cancellation, shall be deemed to be
paid and retired.

A47-



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 pay or redeem any Bonds, the money or
securities so fo be deposited or held may include money or securities held by the Trustee in the
funds and accounts established under this Indenture and shall be:

(a) lawful money of the United States of America in an amount equal
to the principal amount of such Bonds and all unpaid interest thereon to maturity,
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 as provided
in Article IV 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 of such Bonds, premium, if any, and all unpaid interest thereon to the
redemption date; or

(b) non-callable Defeasance Obligations, the principal of and interest
on which when due will, in the written opinion of an Independent Accountant filed
with the City, the Authority and the Trustee, provide money sufficient to pay the
principal of and interest and premium (if any) on the Bonds to be paid or
redeemed, as such principal, interest and premium become due, provided that in
the case of Bonds which are to be redeemed prior fo the maturity thereof, notice
of such redemption shall have been given as provided in Article IV or provision
satisfactory to the Trustee has been made for the giving of such notice;

provided, in each case, that (i) the Trustee shall have been irrevocably instructed (by the terms
of this Indenture or by Written Request of the Authority) to apply such money to the payment of
such principal, interest and premium (if any) with respect to such Bonds, and (ji) the Authority
shall have delivered to the Trustee an opinion of Bond Counsel o the effect that such Bonds
have been discharged in accordance with this Indenture (which opinion may rely upon and
assume the accuracy of the Independent Accountant’s opinion referred to above). The Trustee
shall be entitled to conclusively rely on such Written Request or opinion and shall be fully
protected, in each case, in relying thereon.

SECTION 10.04. Unclaimed Funds. Notwithstanding any provisions of this Indenture,
any moneys held by the Trustee in trust for the payment of the principal of, or interest on, any
Bonds and remaining unclaimed for 2 years after the principal of all of the Bonds 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 2 years after the date of deposit
of such moneys if deposited after said date when all of the Bonds became due and payable,
shall be repaid to the Authority free from the trusts created by this Indenture, and all liability of
the Trustee with respect to such moneys shall thereupon cease; provided, however, that before
the repayment of such moneys to the Authority as aforesaid, the Trustee shall (at the cost of the
Authority) first mail to the Owners of Bonds which have not yet been paid, at the addresses
shown on the Registration Books, 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 Authority of the moneys held for the payment thereof.
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ARTICLE XI
MISCELLANEOUS

SECTION 11.01. Liability of Authority Limifed to Revenues. Notwithstanding
anything in this Indenture or in the Bonds contained, the Authority is not 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 of or interest on the Bonds or for any other purpose of this Indenture.
Nevertheless, the Authority may, but is not required to, advance for any of the purposes hereof
any funds of the Authority which may be made available to it for such purposes.

SECTION 11.02. Limitation of Rights to Parties and Bond Owners. Nothing in this
Indenture or in the Bonds expressed or implied is infended or shall be construed to give to any
person other than the Authority, the Trustee, the City and the Owners 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 Trusiee, the City
and the Owners of the Bonds.

SECTION 11.03. Funds and Accounts. Any fund or account 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 and
accounts shall at all times be maintained in accordance with corporate trust industry standards
fo 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 Owner thereof. The Trustee may
establish such funds and accounts as it deems necessary or appropriate to perform its
obligations under this Indenture.

SECTION 11.04. Waiver of Notice; Requirement of Mailed 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. Whenever in this Indenture any notice is required to be given by
mail, such requirement may be satisfied by the deposit of such notice in the United States mail,
postage prepaid, by first class mail.

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
may, in lieu of such cancellation and delivery, destroy such Bonds as may be allowed by law,
and at the written request of the Authority the Trustee shall deliver a certificate of such
destruction to the Authority.

SECTION 11.06. Severability of Invalid Provisions. [f any one or more of the
provisions contained in this Indenture or in the Bonds shall for any reason be held to be invalid,
ilegal 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
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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 any ene or more Sections,
paragraphs, sentences, clauses or phrases of this Indenture may be held illegal, invalid or
unenforceable.

SECTION 11.07. Notices. All notices or communications to be given under this
Indenture shall be given by first class mail or personal delivery to the party entitled thereto at its
address set forth below, or at such address as the party may provide to the other party in wrifing
from time to time. Notice shall be effective either (a) upon transmission by facsimile
transmission or other form of telecommunication, confirmed by telephone, (b) 48 hours after
deposit in the United States mail, postage prepaid, or (¢} in the case of personal delivery to any
person, upon actual receipt. The Authority, the City or the Trustee may, by written nofice to the
other parties, from time to time modify the address or number to which communications are to
be given hereunder.

if to the City City of Beverly Hills
or the Authority: 450 North Rexford Drive
Beverly Hills, California 90210
Atftention: Director of Finance Administration
Telephone: (310) 285-2411
Fax: (805) 525-6278

If to the Trustee: U.S. Bank National Association
633 West Fifth Street, 24th Floor
Los Angeles, California 90071
Aitention: Corporate Trust
Telephone: (213) 615-6024
Fax: {213) 615-6199

SECTION 11.08. Evidence of Rights of Bond Owners. Any request, consent or other
instrument required or permitted by this Indenture to be signed and executed by Bond Owners
may be in any number of concurrent instruments of substantially similar tenor and shall be
signed or executed by such Bond Owners in person or by an agent or agents duly appointed in
writing. Proof of the execution of any such request, consent or cther 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 shaill be conclusive in favor of the
Trustee and the Authority if made in the manner provided in this Section 11.08.

The fact and date of the execution by any perscn 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 him the execution
thereof, or by an affidavit of a witness of such execution duly sworn to before such notary public
or other officer.

The ownership of Bonds shall be proved by the Registration Books.
Any request, consent, or other instrument or writing of the Owner of any Bond shall bind
every future Owner of the same Bond and the Owner of every Bond issued in exchange therefor

or in lieu thereof, in respect of anything done or suffered to be done by the Trustee or the
Authority in accordance therewith or reliance thereon.
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SECTION 11.09. Disqualified Bonds. In determining whether the Owners of the
requisite aggregate principal amount of Bonds have concurred in any demand, request,
direction, consent or waiver under this Indenture, Bonds which are known by the Trustee to be
owned or held by or for the account of the Authority or 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 commen control with, the Authority or 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 Section if 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 or the
City or any other obligor on the Bonds. In case of a dispute as to such right, the Trustee shall
be entitled to rely upon the advice of counsel in any decision by Trustee and shall be fully
protected in relying thereon.

Upon request, the Authority shall specify to the Trustee those Bonds disgualified under
this Section 11.09.

SECTION 11.10. Money Held for Particular Bonds. The money held by the Trustee
for the payment of the interest, premium, if any, or principal 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 Owners of the Bonds entitled thereto, subject, however, to the provisions of Section 10.04
but without any liability for interest thereon.

SECTION 11.11. Waiver of Personal Liability. No member, officer, agent or employee
of the Authority shall be individually or personally liable for the payment of the principal of or
interast or premium {if any) on the Bonds or be subject to any personal liability or accountability
by reascn of the issuance thereof; but nothing herein contained shall relieve any such member,
officer, agent or employee from the performance of any official duty provided by law or by this
Indenture.

SECTION 11.12. Successor Is Deemed Included in All References to Predecessor.
Whenever in this Indenture either the Authority, the City or the Trustee is named or referred o,
such reference shall be deemed to include the successors or assigns thereof, and all the
covenants and agreements in this Indenture contained by or on behaif of the Authority, the City
or the Trustee shall bind and inure fo the benefit of the respective successors and assigns
thereof whether so expressed or not.

SECTION 11.13. 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
o be an original; and all such counterparts, or as many of them as the Authority and the Trustee
shall preserve undestroyed, shall together constitute but one and the same instrument.

SECTION 11.14. Payment on Non-Business Day. In the event any payment is
required fo be made hereunder on a day which is not a Business Day, such payment shall be
made on the next succeeding Business Day and with the same effect as if made on such
preceding non-Business Day.

SECTION 11.15. Governing Law. This Indenture shall be governed by and construed
in accordance with the laws of the State of California.
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IN WITNESS WHEREOF, the CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY
has caused this Indenture to be signed in its name by its Executive Director and attested to by
its Secretary, and U.S. BANK NATIONAL ASSOCIATION, in token of its acceptance of the trusts
created hereunder, has caused this Indenture to be signed in its corporate name by its officer
thereunto duly authorized, all as of the day and year first above written.

CITY OF BEVERLY HILLS PUBLIC FINANCING
AUTHORITY, as Selfer

By

Chief Financial Officer

U.S. BANK NATIONAL ASSOCIATION, as
Trustee

By

Authorized Officer

Signature Page to indenture



APPENDIX A
BOND FORM
NO. R- *hrg -
UNITED STATES OF AMERICA
STATE OF CALIFORNIA

CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY
2008 WASTEWATER REVENUE REFUNDING BONDS, SERIES A

INTEREST RATE: MATURITY DATE: ORIGINAL ISSUE DATE: CUSIP:
Y% June 1, Aprit __, 2008
REGISTERED OWNER: CEDE & CO.
PRINCIPAL AMOUNT: *** i

The CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY, a joint exercise of
powers authority duly organized and existing under the laws of the State of California (the
“Authority”), for value received, hereby promises to pay to the Registered Owner specified
above or registered assigns (the "Registered Owner”), on the Maturity Date specified above
(subject to any right of prior redemption hereinafter provided for), the Principal Amount specified
above, in lawful money of the United States of America, and to pay interest thereon in like lawful
money from the Interest Payment Date {(as hereinafter defined) next preceding the date of
authentication of this Bond unless (i} this Bond is authenticated on or before an Interest
Payment Date and after the close of business on the 15™ day of the month preceding such
interest payment date, in which event it shall bear interest from such Interest Payment Date, or
(i) this Bond is authenticated on or before May 15, 2008, in which event it shall bear interest
from the Original Issue Date specified above; provided, however, that if at the time of
authentication of this Bond, interest is in default on this Bond, this Bond shall bear interest from
the Interest Payment Date to which interest has previously been paid or made available for
payment on this Bond, at the Inferest Rate per annum specified above, payable semiannually
on June 1 and December 1 in each year, commencing June 1, 2008 (the “Interest Payment
Dates”), calculated on the basis of a 360-day year composed of twelve 30-day months.

Principal hereof and premium, if any, upon early redemption hereof are payable upon
presentation and surrender hereof at the corporate trust office of U.S. Bank National
Association, in St. Paul, Minneapolis, (the "Trust Office”), as trustee (the “Trustee”}). Interest
hereon is payable by check of the Trustee mailed o the Registered Owner hereof at the
Registered Owner's address as it appears on the registration books of the Trustee as of the
close of business on the fifteenth day of the month preceding each Interest Payment Date (a
“Record Date”), or, upon written request filed with the Trustee as of such Record Date by a
registered owner of at least $1,000,000 in aggregate principal amount of Bonds, by wire transfer



in immediately available funds to an account in the United States designated by such registered
owner in such written request.

This Bond is not a debt of the City of Beverly Hills (the “City"), the County of Los
Angeles, the State of California, or any of its political subdivisions, and neither the City, said
County, said State, nor any of its political subdivisions, is liable hereon nor in any event shall
this Bond be payable out of any funds or properties of the Authority other than the Revenues.

This Bond is one of a duly authorized issue of bonds of the Authority designated as the
“City of Beverly Hills Public Financing Authority 2008 Wastewater Revenue Refunding Bonds,
Series A {the “Bonds"), in an aggregate principal amount of $ , all of like tenor and
date (except for such variation, if any, as may be required to designate varying numbers,
maturities, interest rates or redemption provisions) and all issued pursuant to the provisions of
Articles 4 of Chapter 5, Division 7, Title 1 of the California Government Code, commencing with
Section 6584 of said Code, and under an Indenture of Trust dated as of April 1, 2008 (the
“Indenture”), between the Authority and the Trustee, and a resolution of the Authority adopted
on March , 2008, authorizing the issuance of the Bonds. Reference is hereby made to
the Indenture (copies of which are on file at the office of the Authority) and all supplements
thereto for a description of the terms on which the Bonds are issued, the provisions with regard
to the nature and extent of the Revenues, and the rights thereunder of the owners of the Bonds
and the rights, duties and immunities of the Trustee and the rights and obligations of the
Authority thereunder, to all of the provisions of which the Registered Owner of this Bond, by
acceptance hereof, assents and agrees.

The Bonds have been issued by the Authority to finance and refinance certain
improvements to the City's Wastewater Enterprise. This Bond and the interest and premium, if
any, hereon are special obligations of the Authority, payable from the Revenues, and secured
by a charge and lien on the Revenues as defined in the Indenture, consisting principally of
installment payments made by the City under an Installment Sale Agreement dated as of April
1, 2008, between the Authority and the City (the “Installment Sale Agreement”). As and to the
extent set forth in the Indenture, all of the Revenues are exclusively and irrevocably pledged in
accordance with the terms hereof and the provisions of the Indenture, to the payment of the
principal of and interest and premium (if any) on the Bonds and any Additional Bonds, which
may be issued only in accordance with the terms of the Indenture.

The rights and obligations of the Authority and the owners of the Bonds may be modified
or amended at any time in the manner, to the extent and upon the terms provided in the
Indenture, but no such modification or amendment shall extend the fixed maturity of any Bonds,
or reduce the amount of principal thereof or premium (if any) thereon, 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, without the consent of the owner of each Bond so affected.

The Bonds maturing on or before June 1, 20__, are not subject to optional redemption
prior to their respective stated maturity dates. The Bonds maturing on or after June 1, 20__, are
subject to redemption in whole, or in part at the Written Request of the Authority among
maturities on such basis as the Authority may designate and by lot within a maturity, at the
option of the Authority, on any Interest Payment Date on or after June 1, 20__, from any
available source of funds, at a redemption price equal the principal amount of the Bonds to be
redeemed, plus accrued interest to the date of redemption, without premium.

The Bonds are also subject fo redemption as a whole, or in part by lot, on any date, to
the extent of any net proceeds of hazard or title insurance with respect to the wastewater



system of the City (the "Wastewater Enterprise”) or any portion thereof which are not used to
repair or replace the System pursuant to the Installment Sale Agreement, or to the extent of any
net proceeds arising from the disposition of the Wastewater Enterprise or any portion thereof in
eminent domain proceedings which the City elects to be used for such purpose pursuant to the
Installment Sale Agreement, at a redemption price equal to the principal amount thereof plus
interest accrued thereon to the date fixed for redemption, without premium.

The Bonds maturing June 1, 20__ and June 1, 20__ (the “Term Bonds”) shall also be
subject to redemption in whole, or in part by lot, on June 1 in each of the years as set forth in
the following table, from deposits made for such purpose pursuant to the Indenture, at a
redemption price equal to the principal amount thereof to be redeemed together with accrued
interest thereon to the redemption date, without premium, or in lieu thereof shall be purchased
pursuant to the Indenture, in the aggregate respective principal amounts and on the respective
dates as set forth in the following table; provided, however, that if some but not all of the Term
Bonds have been redeemed pursuant to the optional or mandatory redemption provisions
described above, the total amount of all future payments with respect to such Term Bonds shall
be reduced by the aggregate principal amount of such Term Bonds so redeemed, to be
allocated among such payments on a pro rata basis in integral multiples of $5,000 as
determined by the Authority (written nofice of which determination shall be given by the
Authority to the Trustee).

Term Bonds Maturing June 1, 20__

Sinking Fund Principal
Redemption Date Amount To Be
(June 1) Redeemed

Term Bonds Maturing June 1, 20__

Sinking Fund Principal
Redemption Date Amount To Be
(June 1) Redeemed



Term Bonds Maturing June 1, 20

Sinking Fund Principal
Redemption Date Amount To Be
(June 1) Redeemed

As provided in the Indenture, notice of redemption will be mailed by the Trustee by first
class mail not less than 30 nor more than 60 days prior to the redemption date to the respective
owners of any Bonds designated for redemption at their addresses appearing on the registration
books of the Trustee, but neither failure to receive such notice nor any defect in the notice so
mailed shall affect the sufficiency of the proceedings for redemption or the cessation of accrual
of interest thereon from and after the date fixed for redemption.

If this Bond is called for redemption and payment is duly provided therefor as specified in
the Indenture, interest shall cease to accrue hereon from and after the date fixed for
redemption.

This Bond is transferable by the Registered Owner hereof, in person or by his attorney
duly authorized in writing, at the Trust Office, but only in the manner, subject to the limitations
and upon payment of the charges provided in the Indenture, and upon surrender and
cancellation of this Bond. Upon registration of such transfer, a new Bond or Bonds, of
authorized denomination or denominations, for the same aggregate principal amount and of the
same maturity will be issued to the transferee in exchange herefor. This Bond may be
exchanged at the Trust Office for Bonds of the same tenor, aggregate principal amount, interest
rate and maturity, of other authorized denominations.

The Authority and the Trustee may treat the Registered Owner hereof as the absolute
owner hereof for all purposes, and the Authority and the Trustee shall not be affected by any
notice to the contrary.

Unless this Bond is presented by an authorized representative of The Depository Trust
Company to the Authority or the Trustee for registration of transfer, exchange or payment, and
any Bond issued is registered in the name of Cede & Co. or such other name as requested by
an authorized representative of The Depaository Trust Company and any payment is made to
Cede & Co., ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL since the registered owner hereof,
Cede & Co., has an interest herein.

It is hereby certified by the Authority that all of the things, conditions and acts required to
exist, to have happened or to have been performed precedent to and in the issuance of this
Bond do exist, have happened or have been performed in due and regular time, form and
manner as required by the indenture and the laws of the State of California and that the amount
of this Bond, together with all other indebtedness of the Authority, does not exceed any limit
prescribed by the Indenture or any laws of the State of California, and is not in excess of the
amount of Bonds permitted to be issued under the Indenture.



This Bond shall not be entitled to any benefit under the Indenture or become valid or
obligatory for any purpose until the certificate of authentication hereon endorsed shall have
been manually signed by the Trustee.



IN WITNESS WHEREOF, the City of Beverly Hills Public Financing Authority has
caused this Bond to be executed in its name and on its behalf with the facsimile signature of its
Executive Director and attested to by the facsimile signature of its Secretary, all as of the
Original Issue Date specified above.

CITY OF BEVERLY HILLS PUBLIC
FINANCING AUTHORITY

By

Executive Director
Attest:

Secretary



CERTIFICATE OF AUTHENTICATION
This is one of the Bonds described in the within-mentioned Indenture.
Dated:

U.S. BANK NATIONAL ASSQOCIATION, as
Trustee

By

Authorized Signatory



ASSIGNMENT

For value received the undersigned hereby sells, assigns and transfers unto

whose address and social security or other tax

identifying number is , the within-mentioned Bond and hereby

irrevocably constitute(s) and appoint(s)

attorney, to transfer the same on the registration books of the Trustee with full power of
substitution in the premises.

Dated:

Signature Guaranteed:

Note: Signature(s) must be guaranteed by an eligible Note: The signature(s) on this Assignment must

guarantor institution. correspond with the name{s) as written on the face of
the within Bond in every particular without alteration or
enlargement or any change whatsoever.
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INSTALLMENT SALE AGREEMENT

Dated as of April 1, 2008

between the

CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY,
as Seller

and the

CITY OF BEVERLY HILLS,
as Purchaser

Relating to
$

City of Beverly Hills Public Financing Authority
2008 Wastewater Revenue Refunding Bonds, Series A
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INSTALLMENT SALE AGREEMENT

This INSTALLMENT SALE AGREEMENT (this “Agreement”), dated as of Aprit 1, 2008,
is between the CITY OF BEVERLY HILLS PUBLIC FINANCING AUTHORITY, a joint exercise
of powers authority duly organized and existing under the laws of the State of California (the
“Authority”), as seller, and the CITY OF BEVERLY HILLS, a municipal corporation duly
organized and existing under the laws of the State of California (the “City”), as purchaser.

BACKGROUND:

1. The City presently operates facilities and property for the collection of wastewater
within the service area of the City (the “Wastewater Enterprise”), and the City wishes fo raise
funds to refinance certain outstanding obligations of the Wastewater Enterprise.

2. The Authority has previously financed and refinanced the acquisition and
construction of certain improvements to the Wastewater Enterprise through the issuance of its
City of Beverly Hills Public Financing Authority Wastewater Revenue Refunding Bonds, Series
1998A (the “Series 1998A Bonds”).

3. In connection with the issuance of the Series 1998A Bonds, the Authority and the
City entered into an Installment Sale Agreement dated as of September 1, 1998 (the “1998
Agreement”), under which the City is obligated to make certain installment payments (the “1998
Installment Payments”™) and certain additional payments to the Authority in order to provide the
Authority with sufficient revenues to pay debt service on the Series 1998A Bonds.

4 The Authority and the City at this time desire to prepay and discharge the 1998
Agreement by refunding, in full, the Series 1998A Bonds.

5. For the purpose of obtaining funds to refund the Series 1998A Bonds, the
Authority has authorized the issuance of its City of Beverly Hills Public Financing Authority 2008
Wastewater Revenue Refunding Bonds, Series A (the “2008 Series A Bonds”), in the aggregate
principal amount of $ under an Indenture of Trust dated as of April 1, 2008, by and
between the Authority and U.S. Bank National Association, as trustee (the “Indenture”), and
under the provisions of Article 4 of Chapter 5, Division 7, Title 1 of the Government Code of the
State of California, commencing with Section 6584 of said Code (the “Bond Law”). The 2008
Series A Bonds will be payable from Installment Payments made under this Agreement.

AGREEMENT:

In consideration of the foregoing and the material covenants hereinafter contained, the
City and the Authority formally covenant, agree and bind themselves as follows:



ARTICLE ]
DEFINITIONS; RULES OF INTERPRETATICON

SECTION 1.1. Definitions. Unless the context clearly otherwise requires or unless
otherwise defined herein, the capitalized terms in this Agreement have the respective meanings
given them in Articte 1 of the Indenture.

SECTION 1.2, Interpretation.

(a) Unless the context ctherwise indicates, words expressed in the singular include
the plural and vice versa and the use of the neuter, masculine, or feminine gender is for
convenience only and include the neuter, masculine or feminine gender, as appropriate.

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

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



ARTICLE 1l
REPRESENTATIONS, COVENANTS AND WARRANTIES

SECTION 2.1. Representations, Covenants and Warranties of the City. The City
represents, covenants and warrants to the Authority and the Trustee as follows:

(a) Due Organization and Existence. The City is a municipal
corporation duly organized and validly existing under the laws of the State of
California, has full legal right, power and authority under said laws to enter into
this Agreement and to carry out and consummate all transactions contemplated
hereby and thereby, and by proper action the City Council of the City has duly
authorized the execution and delivery of this Agreement.

{P) Due Execution. The officers of the City executing this Agreement
are fully authorized 1o execute the same.

{c) Valid, Binding and Enforceable Obligations. This Agreement has
been duly authorized, executed and delivered by the City and constitutes the
legal, valid and binding agreement of the City enforceable against the City in
accordance with its terms; except as the enforceability thereof may be subject to
bankruptcy, insolvency, reorganization, moratorium and other similar laws
affecting creditors’ rights heretofore or hereafter enacted and except as such
enforceability may be subject to the exercise of judicial discretion in accordance
with principles of equity.

(d) No Conflicts. The execution and delivery of this Agreement, the
consummation of the fransactions herein contemplated and the fulfilment of or
compliance with the terms and conditions hereof, do not and will not conflict with
or constitute a violation or breach of or default (with due notice or the passage of
time or both) under any applicable law or administrative rule or regulation, or any
applicable court or administrative decree or order, or any indenture, mortgage,
deed of trust, lease, contract or other agreement or instrument o which the City
is a party or by which it or its properties are otherwise subject or bound, or result
in the creation or imposition of any prohibited lien, charge or encumbrance of any
nature whatsoever upon any of the property or assets of the City, which conflict,
violation, breach, default, lien, charge or encumbrance would have
consequences that would materially adversely affect the consummation of the
transactions contemplated by this Agreement or the financial condition, assets,
properties or operations of the City, including but not limited to the performance
of the City’s obligations under this Agreement.

{e) Consents and Approvals. No consent or approval of any trustee
or holder of any indebtedness of the City or of the voters of the City, and no
consent, permission, authorization, order or license of, or filing or registration
with, any governmental authority is necessary in connection with the execution
and delivery of this Indenture, or the consummation of any transaction herein
contemplated, except as have been obtained or made and as are in full force and
effect.




1) No Litigation. There is no action, suit, proceeding, inquiry or
investigation before or by any court or federal, state, municipal or other
governmental authority pending or, to the knowledge of the City after reasonable
investigation, threatened against or affecting the City or the assets, properties or
operations of the City which, if determined adversely to the City or its interests,
would have a material and adverse effect upon the consummation of the
transactions contemplated by or the validity of this Indenture, or upon the
financial condition, assets, properties or operations of the City, and the City is not
in default with respect to any order or decree of any court or any order, regulation
or demand of any federal, state, municipal or other governmental authority, which
default might have consequences that would materially adversely affect the
consummation of the fransactions contemplated by this Indenture, or the financial
conditions, assets, properties or operations of the City, including but not limited to
the payment and performance of the City’s obligations under this indenture.

{9) Encumbrances. There are no easements, encumbrances or
interests with respect to the Wastewater Enterprise or the 1998 Wastewater
Project that prohibit or materially impair the execution, delivery and performance
of this Installment Sale Agreement or the acquisition or use of the 1998
Wastewater Project or the use of the Wastewater Enterprise.

(h) Prior_Indebtedness. The City has not issued or incurred any
obligations which are currently outstanding having any priority in payment out of
the Gross Revenues or the Net Revenues over the payment of the Instaliment
Payments as provided herein.

SECTION 2.2. Representations, Covenants and Warranties of Authority. The
Authority represents, covenants and warrants to the City and the Trustee as follows:

(a) Due Organization and Existence. The Authority is a joint exercise
of powers authority organized and existing under the laws of the State of
California, and has power to enter inio this Agreement and the Indenture and to
perform the duties and obligations imposed on it hereunder and thereunder. The
Board of Directors of the Authority has duly authorized the execution and delivery
of this Agreement and the Indenture.

{b) Due Execution. The representatives of the Authority executing
this Agreement and the Indenture are fully authorized to execute the same.

(c) Valid, Binding and Enforceable Obligations. This Agreement and
the Indenture have been duly authorized, executed and delivered by the
Authority and constitute the legal, valid and binding agreements of the Authority
with the Authority, enforceable against the Authority in accordance with their
respective terms; except as the enforceability thereof may be subject to
bankruptcy, insolvency, reorganization, moratorium and other similar laws
affecting creditors’ rights heretofore or hereafter enacted and except as such
enforceability may be subject to the exercise of judicial discretion in accordance
with principles of equity.

{d) No Conflicts. The execution and delivery hereof and of the
Indenture, the consummation of the transactions herein and therein
contemplated and the fulfillment of or compliance with the terms and conditions



hereof and thereof, do not and will not conflict with or constitute a violation or
breach of or default (with due notice or the passage of time or both) under any
applicable law or administrative rule or regulation, or any applicable court or
administrative decree or order, or any indenture, mortgage, deed of trust, lease,
contract or other agreement or instrument to which the Authority is a party or by
which it or its properties are otherwise subject or bound, or result in the creation
or imposition of any prohibited lien, charge or encumbrance of any nature
whatsoever upon any of the property or assets of the Authority, which conflict,
violation, breach, default, lien, charge or encumbrance would have
consequences that would materially adversely affect the consummation of the
transactions contemplated hereby and by the Indenture or the financial condition,
assets, properties or operations of the Authority, including but not limited to the
performance of the Authority’s obligations under this Agreement and the
Indenture.

{e) Consents and Approvals. No consent or approval of any trustee
or holder of any indebtedness of the Authority, and no consent, permission,
authorization, order or license of, or filing or registration with, any governmental
authority is necessary in connection with the execution and delivery hereof or of
the Indenture, or the consummation of any transaction herein or therein
contemplated, except as have been obtained or made and as are in full force and
effect.

H No Litigation. There is no action, suit, proceeding, inquiry or
investigation before or by any court or federal, state, municipal or other
governmental authority pending or, to the knowledge of the Authority after
reasonable investigation, threatened against or affecting the Authority or the
assets, properties or operations of the Authority which, if determined adversely to
the Authority or its interests, would have a material and adverse effect upon the
consummation of the transactions contemplated by or the validity of this
Agreement or the Indenture, or upon the financial condition, assets, properties or
operations of the Authority, and the Authority is not in default with respect to any
order or decree of any court or any order, regulation or demand of any federal,
state, municipal or other governmental authority, which default might have
consequences that would materially adversely affect the consummation of the
transactions contemplated by this Agreement or the Indenture or the financial
conditions, assets, properties or operations of the Authority, including but not
limited to the performance of the Authority’s obligations hereunder and under the
Indenture.

{a) Encumbrances. To the best knowledge of the Authority, there are
no easements, encumbrances or interests with respect to the Wastewater
Enterprise that prohibit or materially impair the execution, delivery and
performance of this Installment Sale Agreement or the acquisition or use of the
Wastewater Enterprise.



ARTICLE 1}
ISSUANCE OF 2008 SERIES A BONDS

SECTION 3.1. The 2008 Series A Bonds. The Authority shall cause the 2008 Series A
Bonds to be issued under the Indenture in the aggregate principal amount of $
The Trustee shall deposit the proceeds of sale of the 2008 Series A Bonds received by it on the
Closing Date in accordance with the Indenture. The City hereby approves the Indenture, the
assignment thereunder to the Trustee of certain rights of the Authority, and the issuance of the
2008 Series A Bonds.

SECTION 3.2. Deposit and Application of Funds. The proceeds received by the
Trustee from the sale of the 2008 Series A Bonds to the Original Purchaser shall be deposited
in the respective funds and accounts, and in the respective amounts, as set forth in Section 3.02
of the Indenture.



ARTICLE IV

SALE OF 1998 WASTEWATER PROJECT;
INSTALLMENT PAYMENTS

SECTION 4.1. Sale of 1998 Wastewater Project. The Authority hereby sells, bargains
and conveys the 1998 Wastewater Project to the City, and the City hereby purchases the 1998
Wastewater Project from the Authority, upon the terms and conditions set forth in this
Agreement.

SECTION 4.2. Term. The Term of this Agreement commences on the Closing Date,
and ends on June 1, 20__, or such later or earlier date on which the Bonds cease to be
Outstanding under and within the meaning of the Indenture.

SECTION 4.3. Title. Title to the Wastewater Enterprise, including the 1998 Wastewater
Project, and each component thereof, shall be deemed conveyed by the Authority to and vested
in the City on the Closing Date. The Authority and the City will execute, deliver and cause to be
recorded any and all documents reasonably required by the City to consummate the transfer of
title to the Wastewater Enterprise, including the 1998 Wastewater Project to the City. Such title
shall be held by the City in trust pending the satisfaction of the payment obligations under this
Agreement.

SECTION 4.4, Installment Payments.

(a) Obligation to Pay. The City hereby agrees to pay to the Authority, as the
purchase price of the 1998 Wastewater Project hereunder, the aggregate principal amount of
Dollars ($ ) together with interest
(calculated on the basis of a 360-day year of twelve 30-day months) on the unpaid principal
balance thereof, payable in semiannual installment payments in the respective amounts and on
the respective Installment Payment Dates specified in Appendix A hereto.

The City shall deposit the Installment Payment coming due and payable on any Interest
Payment Date with the Trustee, as assignee of the Authority under the Indenture, on the related
Installment Payment Date (as set forth in Exhibit A hereto) in an amount which, together with
amounts then held by the Trustee in the Installment Payment Fund, is equal to the full amount
of such Installment Payment. The Instaliment Payments are secured by and payable solely
from the sources specified in Section 4.5.

(b) Effect of Prepayment. If the City prepays all remaining Installment Payments in
full under Section 7.2 or Section 7.3, or under the relevant provisions of any Supplemental
Agreement, the City's obligations under this Agreement shall thereupon cease and terminate,
including but not limited to the City’s obligation to pay Installment Payments therefor under this
Section 4.4; provided, however, that the City’s obligations to compensate and indemnify the
Trustee under Sections 4.7 and 5.2 will survive such prepayment. If the City prepays the
Installment Payments in part but not in whole under Section 7.2 or Section 7.3, or under the
relevant provisions of any Supplemental Agreement, the principal component of each
succeeding Installment Payment will be reduced as provided in such Sections or in the such
Supplemental Agreement, and the interest component of each remaining Installment Payment
will be reduced by the aggregate corresponding amount of interest which would otherwise be
payable with respect to the Bonds thereby redeemed under the applicable provisions of the
Indenture.




(©) Rate on Overdue Payments. If the City fails to make any of the paymenis
required in this Section 4.4 and Section 4.8, the payment in default will continue as an obligation
of the City until fully paid, and the City agrees to pay the same with interest thereon, from the
date of default to the date of payment, at the Overdue Rate.

(d) Assignment. The City understands and agrees that certain rights of the
Authority, including but not limited to the right of the Authority to receive payment of the
Installment Payments, have been assigned by the Authority fo the Trustee in trust under the
Indenture, for the benefit of the Owners of the Bonds, and the City hereby consents to such
assignment. The Authority hereby directs the City, and the City hereby agrees, to pay to the
Trustee at its Trust Office, all payments payable by the City under this Section 4.4 and all
amounts payahle by the City under Article Vil.

SECTION 4.5. Pledge and Application of Net Revenues.

{a) Pledge of Net Revenues. All of the Net Revenues and all moneys on deposit in
any of the funds and accounts established and held by the Trustee under the Indenture are
hereby irrevocably pledged, charged and assigned to the punctual payment of the Instaliment
Payments. Such pledge, charge and assignment constitute a lien on the Net Revenues and
such other moneys for the payment of the Installment Payments in accordance with the terms
hereof, on a parity with the pledge and lien which secures any Parity Obligations.

(b) Deposit of Net Revenues Into Wastewater Enterprise Fund; Transfers to Make
Payments. The City has previously established the Wastewater Enterprise Fund, which the City
will continue to hold and maintain for the purposes and uses set forth herein. The City shall
deposit all of the Gross Revenues in the Wastewater Enterprise Fund immediately upon receipt.
The City shall apply amounts in the Wastewater Enterprise Fund as set forth in this Agreement
and any Parity Obligations Documents. Amounts on deposit in the Wastewater Enterprise Fund
shall be applied by the City to pay when due the following amounts in the following order of
priority:

(i) all Operation and Maintenance Costs;

(i) the Installment Payments and all payments of principal of and
interest on any Parity Obligations;

(i) to the Trustee the amount of any deficiency in the Reserve
Account established for the Bonds and in any reserve fund established for Parity
Obligations, the notice of which deficiency has been given to the City in
accordance with the Indenture and the related Parity Obligations Documents,
respectively;

{iv) any other payments required to comply with the provisions of this
Agreement {including Additional Paymenis) and any Parity Obligations
Documents; and

v) any other purposes authorized under subsection (d) of this
Section 4.5.

{c) No Preference or Priority. Payment of the Installment Payments and the
principal of and interest on any Parity Obligations shall be made without preference or priority




among the Installment Payments and such Parity Obligations. I the amount of Net Revenues
on deposit in the Wastewater Enterprise Fund is any time insufficient to enable the City to pay
when due the Installment Payments and the principal of and interest on any Parity Obligations,
such payments shall be made on a pro rata basis.

(d) Other Uses of Gross Revenues Permitted. The City shall manage, conserve and
apply the Gross Revenues on deposit in the Wastewater Enterprise Fund in such a manner that
all deposits required to be made under the preceding subsection (b) will be made at the times
and in the amounts so required. Subject to the foregoing sentence, so long as no Event of
Default has occurred and is continuing, the City may use and apply moneys in the Wastewater
Enterprise Fund for (i) the payment of any subordinate obligations or any unsecured obligations,
(ii) the acquisition and construction of improvements to the Wastewater Enterprise, (jii) the
prepayment of any other obligations of the City relating to the Wastewater Enterprise, or (iv) any
other lawful purposes of the City.

(e) Budget and Appropriation of Installment Payments. During the Term of this
Agreement, the City shall adopt all necessary budgets and make all necessary appropriations of
the Installment Payments from the Net Revenues. If any Installment Payment requires the
adoption by the City of any supplemental budget or appropriation, the City shall promptly adopt
the same. The covenants on the part of the City contained in this subsection (e} constitute
duties imposed by law and it is the duty of each and every public official of the City to take such
actions and do such things as are reguired by law in the performance of the official duty of such
officials to enable the City to carry out and perform the covenants and agreements in this
subsection (e).

SECTION 4.6. Special Obligation of the City; Obligations Absolute. The City's
obligation to pay the Installment Payments and any other amounts coming due and payable
hereunder is a special obligation of the City limited solely to the Net Revenues. Under no
circumstances is the City required to advance moneys derived from any source of income other
than the Net Revenues and other sources specifically identified herein for the payment of the
Installment Payments and such other amounts. No other funds or property of the City are liable
for the payment of the Installment Payments and any other amounts coming due and payable
hereunder.

The obligations of the City to pay the Installment Payments from the Net Revenues and
to perform and observe the other agreements contained herein are absolute and unconditional
and are not subject to any defense or any right of set-off, counterclaim or recoupment arising
out of any breach by the Authority or the Trustee of any obligation to the City or otherwise with
respect to the Wastewater Enterprise, whether hereunder or otherwise, or out of indebtedness
or liability at any time owing to the City by the Authority or the Trustee. Uniil all of the
Installment Payments, all of the Additional Payments and all other amounts coming due and
payable hereunder are fully paid or prepaid, the City (a) will not suspend or discontinue payment
of any Installment Payments, Additional Payments or such other amounts, (b) will perform and
observe all other agreements contained in this Agreement, and (c) will not terminate this
Agreement for any cause, including, without limiting the generality of the foregoing, the
occurrence of any acts or circumstances that may constitute failure of consideration, eviction or
constructive eviction, destruction of or damage to the Wastewater Enterprise, sale of the
Wastewater Enterprise, the taking by eminent domain of title to or temporary use of any
component of the Wastewater Enterprise, commercial frustration of purpose, any change in the
tax or law other laws of the United States of America or the State of California or any political
subdivision of either thereof, or any failure of the Authority or the Trustee to perform and



observe any agreement, whether express or implied, or any duty, liability or obligation arising
out of or connected with the Indenture or this Agreement.

The foregoing provisions of this Section 4.6 do not release the Authority from the
performance of any of the agreements on its part contained herein or in the Indenture, and if the
Authority fails to perform any such agreements, the City may institute such action against the
Authority as the City deems necessary to compel performance, so long as such action does not
abrogate the obligations of the City contained in the preceding paragraph. The City may,
however, at its cost and expense and in its name or in the name of the Authority, prosecute or
defend any action or proceeding or take any other action involving third persons which the City
deems reasonably necessary in order to secure or protect the City’s rights hereunder, and in
such event the Authority shall cooperate fully with the City and shall take such action necessary
to effect the substitution of the City for the Authority in such action or proceeding if the City may
request.

SECTION 4.7. Additional Payments. In addition to the Instaliment Payments, the City
shall pay when due the following amounts to the following parties:

(@) to the Authority, all costs and expenses incurred by the Authority
to comply with the provisions of this Agreement and the Indenture;

{(h) to the Trustee upon request therefor, all of its fees, costs and
expenses payable as a result of the performance of and compliance with its
duties hereunder or under the Indenture or any related documents;

(©) to the Authority and the Trustee, all amounts required to indemnify
the Authority and the Trustee under Section 5.2 hereof and Section 8.07 of the
indenture; and

(d) all costs and expenses of auditors, engineers and accountants for
professional services relating to the Wastewater Enterprise or the Bonds.

The Additional Payments shall be payable from, but shall not be secured by a pledge or
lien upon, the Net Revenues. The rights of the Trustee and the Authority under this Section 4.7,
and the obligations of the City under this Section 4.7, shall survive the termination of this
Agreement.
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ARTICLE V
COVENANTS OF THE CITY
SECTION 5.1. Disclaimer of Warranties; Maintenance, Utilities and Taxes.

(a) The Trustee makes no warranty or representation, either express or implied, as
to the value, design, condition, merchantability or fitness for any particular purpose or fitness for
the use contemplated by the City of the Project or any component thereof, or any other
representation or warranty with respect to any of the Project or any component thereof. In no
event is the Authority liable for incidental, indirect, special or consequential damages, in
connection with or arising out of this Agreement or the Indenture for the existence, furnishing,
functioning or use of the Project.

(b) Throughout the Term of this Agreement, all improvement, repair and
maintenance of the Wastewater Enterprise shall be the responsibility of the City, and the City
shall pay for or otherwise. arrange for the payment of all utility services supplied to the
Wastewater Enterprise, which may include, without limitation, janitor service, security, power,
gas, telephone, light, heating, water and all other utility services, and shall pay for or otherwise
arrange for the payment of the cost of the repair and replacement of the Wastewater Enterprise
resulting from ordinary wear and tear.

The City shall also pay or cause to be paid all taxes and assessments of any type or
nature, if any, charged to the Authority or the City affecting the Wastewater Enterprise or the
respective interests or estates therein; provided, however, 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 Agreement as and when the same become due.

SECTION 5.2. Release and Indemnification Covenants. The City agrees to
indemnify the Authority and the Trustee and their respective officers, agents, successors and
assigns, against all claims, losses and damages, including legal fees and expenses, arising out
of (a) the use, maintenance, condition or management of, or from any work or thing done on or
about the Wastewater Enterprise by the City, (b} any breach or default on the part of the City in
the performance of any of its obligations under this Agreement or the Indenture, (c) any act or
omission of the City or of any of its agents, contractors, servants, employees or licensees with
respect to the Wastewater Enterprise, and (d) any act or omission of any lessee of the City with
respect to the Wastewater Enterprise. No indemnification is made under this Section 5.2 or
elsewhere in this Agreement for willful misconduct or negligence under this Agreement by the
Authority, or the Trustee, or their respective officers, agents, employees, successors or assigns.
The provisions of this Section 5.2 shall survive the expiration of the Term of this Agreement.

SECTION 5.3. Sale or Eminent Domain of Wastewater Enterprise. Except as
provided herein, the City covenants that the Wastewater Enterprise shall not be encumbered,
sold, leased, pledged, have any charge placed thereon, or otherwise be disposed of, as a whole
or substantially as a whole, if such encumbrance, sale, lease, pledge, charge or other
disposition would materially impair the ability of the City to pay the Installment Payments or the
principal of or interest on any Parity Obligations, or would materially adversely affect its ability to
comply with the terms of this Agreement or any Parity Obligations Documents. The City may
not enter into any agreement which impairs the operation of the Wastewater Enterprise or any
part of it necessary to secure adequate Net Revenues to pay the Installment Payments or any
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Parity Obligations, or which otherwise would impair the rights of the Bond Owners or the
Trustee with respect to the Net Revenues. [f any substantial part of the Wastewater Enterprise
is sold, the payment therefor shall either (a) be used for fhe acquisition or construction of
improvements to the Wastewater Enterprise, or (b) be applied on a pro rata basis to (i) prepay
the Installment Payments on the next available prepayment date under Section 7.3, and (ii)
redeem any Parity Obligations in accordance with the related Parity Obligations Documents.

Any amounts received as awards as a result of the taking of all or any part of the
Wastewater Enterprise by the lawful exercise of eminent domain, if and to the extent that such
right can be exercised against such property of the City, shall either (a) be used for the
acquisition or construction of improvements to the Wastewater Enterprise, or (b) be applied on a
pro rata basis to (i) prepay the Installment Payments on the next available prepayment date
under Section 7.3, and (i) redeem any Parity Obligations in accordance with the related Parity
Obligations Documents.

SECTION 5.4. Insurance. The City shall at all times maintain with responsible insurers
all such insurance on the Wastewater Enterprise as is customarily maintained with respect to
works and properties of like character against accident to, loss of or damage fo the Wastewater
Enterprise. The City shall apply any amounts collected from insurance against accident to or
destruction of any portion of the Wastewater Enterprise, at its option, either (a) to repair or
rebuild such damaged or destroyed portion of the Wastewater Enterprise, or (b) to prepay on a
pro rata basis (i) the installment Payments on the next available prepayment date under Section
7.3 or the applicable Supplemental Agreement, and (ii) any Parity Obligations in accordance
with the related Parity Obligations Documents.

The City shall also maintain, with responsible insurers, worker's compensation insurance
and insurance against public liability and property damage to the extent reasonably necessary
to protect the City, the Authority, the Trustee and the Owners of the Bonds.

Any policy of insurance required under this Section 5.4 may be maintained as part of or
in conjunction with any other insurance coverage carried by the City, and may be maintained in
whole or in part in the form of self-insurance by the City or in the form of the participation by the
City in a joint powers agency or other program providing pooled insurance.

SECTION 5.5. Records and Accounts. The City shall keep proper books of record
and accounts of the Wastewater Enterprise in which complete and correct entries shall be made
of all transactions relating to the Wastewater Enterprise. Said books shall, upon prior request,
be subject to the reasonable inspection of the Owners of not less than 10% of the Outstanding
Bonds, or their representatives authorized in writing, upon not less than 2 Business Days' prior
notice to the City.

The City shall cause the books and accounts of the Wastewater Enterprise to be audited
annually by an Independent Accountant not more than 9 months after the close of each Fiscal
Year, and shall make a copy of such report available for inspection by the Bond Owners at the
office of the City and at the Trust Office of the Trustee. Such report may be part of a combined
financial audit or report covering all or part of the City’s finances.

SECTION 5.6. Rates and Charges.
{a) Covenant Regarding Gross Revenues. The City shall fix, prescribe, revise and

collect rates, fees and charges for the services and facilities furnished by the Wastewater
Enterprise during each Fiscal Year, which are at least sufficient, after making allowances for
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contingencies and error in the estimates, to yield Gross Revenues sufficient to pay the following
amounts in the following order of priority:

(i) All Operation and Maintenance Costs estimated by the City to
become due and payable in such Fiscal Year;

(i) All Installment Payments and all payments of principal of and
interest on any Parity Obligations as they become due and payable during such
Fiscal Year, without preference or priority, except to the extent such Instaliment
Payments or the principal of and interest on such Parity Obligations are payable
from the proceeds of the Bonds or such Parity Obligations, as applicable, or from
any source of legally available funds of the City (other than the Gross Revenues
of the Wastewater Enterprise) that have been deposited with the Trustee for such
purpose before the beginning of that Fiscal Year;

(iii) All amounts, if any, required to restore the balance in the Reserve
Account {o the full amount of the Reserve Reguirement; and

(iv) All payments required fo meet any other obligations of the City
which are charges, liens, encumbrances upon, or which are otherwise payable
from, the Gross Revenues or the Net Revenues during such Fiscal Year, except
to the extent other sources of funds are reserved or encumbered therefore.

(b) Covenant Regarding Net Revenues. [n addition, the City shall fix, prescribe,
revise and collect rates, fees and charges for the services and facilities furnished by the
Wastewater Enterprise during each Fiscal Year that are sufficient, after making allowances for
contingencies and errors in estimates, to yield Net Revenues that are at least equal to 125% of
the amount described in the preceding clause (b} (i), {ii) and (iii) for such Fiscal Year.

SECTION 5.7. Superior and Subordinate Obligations. The City may not issue or
incur any additional bonds or other obligations during the Term of this Agreement having any
priority in payment of principal or interest out of the Gross Revenues or the Net Revenues over
the Installment Payments. Nothing herein is intended or shall be construed fo limit or affect the
ability of the City to issue, enter into or incur (a) Governmental Loans payable on a priority basis
to payments due hereunder or in connection with any Parity Obligations, (b} Parity Obligations
under Section 5.8, or (c} obligations which are either unsecured or which are secured by an
interest in the Net Revenues which is junior and subordinate to the pledge of and lien upon the
Net Revenues established hereunder.

SECTION 5.8. Issuance of Parity Obligations. Except for obligations incurred to
prepay or discharge the Installment Payments or any Parity Obligations, the City may not issue
or incur any Parity Obligations during the Term hereof unless all of the following conditions are
satisfied:

(a) No Event of Default has occurred and is continuing;

(b) The Net Revenues, calculaied in accordance with sound
accounting prtinciples, as shown by the books of the City for the most recent
completed Fiscal Year for which audited financial statements of the City are
available, or for any more recent consecutive 12 month period selected by the
City, in either case verified by a certificate or an opinion of an Independent
Accountant or a Fiscal Consultant, plus (at the option of the City) any Additional
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Revenues, at least equal 125% of Maximum Annual Debt Service (including the
Parity Obligations then proposed to be issued), and

(c) There must be deposited in a reserve fund for the security of such
Parity Obligations, an amount equal to the least of (i) the maximum amount of
debt service required to be paid by the City with respect to such Parity
Obligations during any Fiscal Year, (i) 125% of average annual debt service
required to be paid by the City with respect to such Parity Obligations during
each fiscal year, and {iii) 10% of the net proceeds of such Parity Obligations; and

{d) if any of such Parity Obligations relate to Variable Rate Bonds, or
a Swap Agreement is being enfered in connection therewith or the related
Variable Rate Bonds, the Maximum Annual Debt Service on such Variable Rate
Bonds shall be calculated in accordance with the definition of Annual Debt
Service and of Maximum Annual Debt Service sef forth in the Indenture,
including Section 3.7 thereof.

In the event the Parity Obligations are being issued solely to refund outstanding Parity
Obligations, and the resulting Annual Debt Service for each Bond Year is less than the Annual
Debt Service for each Bond Year prior to the issuance of the refunding Parity Obligations, the
City need not comply with the provisions of paragraphs (a) and (b) above. The Parity
Obligations may be, but are not required to be, in the form of Supplemental Agreements, and
may, but are not required to, secure the payment of debt service on Bonds.

SECTION 5.9. Governmental Loans.

{a) The City may borrow money from a Governmental Agency and incur a
Governmental Loan to finance improvements to the Wastewater Enterprise. A Governmental
Loan may be treated as a Parity Obligation for purposes of this Agreement, so long as the City
complies with Sections 5.8 (a), (b) and (d) of this Agreement before incurring the Governmental
Loan; the City need not comply with the provisions of Section 5.8 (c) of this Agreement in order
for such Governmental Loan to be treated as a Parity Obligation hereunder.

(b) (i) A Governmental Agency shall not be entitled fo be paid from monies then on
hand in the Reserve Account in the event the Net Revenues are ever insufficient to make a
timely payment on the Governmental Loan, and (ii) the City shall not make a payment on any
Governmental Loan (except as expressly permitted in subsection {c) below) to the exfent it
would have the effect of causing the City to fail to make a timely payment on the Bonds.

(c) If Net Revenues are ever insufficieni to pay the full amount of Instaliment
Payments and other Parity Obligations then Outstanding and such Governmental Loan, the City
shall make payments on the Installment Payments and other Parity Obligations and such
Governmental Loan on a pro rata basis.

SECTION 5.10. Operation of Wastewater Enterprise in Efficient and Economical
Manner. The City covenants and agrees to operate the Wastewater Enterprise in an efficient
and economical manner and to operate, maintain and preserve the Wastewater Enterprise in
good repair and working order.

SECTION 5.11. Assignment and Amendment. The Authority and the City may af any

time amend or modify any of the provisions of this Agreement, but only: {a) with the prior written
consents of the Owners of a majority in aggregate principal amount of the Ouistanding Bonds:
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or (b) without the consent of the Trustee or any of the Bond Owners, but only if such
amendment or modification is for any one or more of the following purposes:

{i) to add to the covenants and agreements of the City contained in
this Agreement, other covenants and agreements thereafter to be observed, or to
limit or surrender any rights or power herein reserved to or conferred upon the
City;

(i) to make such provisions for the purpose of curing any ambiguity,
or of curing, correcting or supplementing any defective provision contained
herein, to conform to the original intention of the City and the Authority;

(iii) 1o modify, amend or supplement this Agreement in such manner
as to assure that the interest on the Bonds remains excluded from gross income
under the Tax Code (provided that this provision shall not apply to bonds the
interest on which is intended to be included in gross income for purposes of
federal income taxation);

(iv) in any other respect whatsoever as the Authority and the City
deem necessary or desirable, if in the opinion of Bond Counsel such
modifications or amendments do not materially adversely affect the interesis of
the Owners of the Bonds; and

{(v) to provide for the issuance of Parity Obligations pursuant to
Section 5.8 hereof, including the addition of any provisions required with respect
to Parity Obligations relating to Variable Rate Bonds, and to Swap Agreements.

No such modification or amendment may (a) extend or have the effect of extending any
Instaliment Payment Date or reducing any Installment Payment or any premium payable upon
the prepayment thereof, without the express consent of the Owners of the affected Bonds, or (b)
modify any of the rights or obligations of the Trustee without its written assent thereto.

SECTION 5.12. Continuing Disclosure. The City hereby covenants and agrees o
comply with and carry out all of the provisions of the continuing disclosure certificate (the
"Continuing Disclosure Certificate”) as originally executed as of the date of issuance and
delivery of the Bonds, and as it may be amended from time to time in accordance with its terms.
The City shall direct the Dissemination Agent to provide all Annual Reports and notices of Listed
Events to the Insurer, when and as such documents are provided by the City under the
Continuing Disclosure Certificate. Notwithstanding any other provision of this Agreement,
failure by the City to comply with the Continuing Disclosure Certificate shall not constitute a
default hereunder or under the Indenture of Trust; provided, however, that any Participating
Underwriter or any Owner or beneficial owner of the Bonds may take such action as may be
necessary and appropriate to compel performance by the City of its obligations under this
Section 5.12, including seeking mandamus or specific performance by court order. All
capitatized terms used but not defined in this Section 5.12 shall have the meanings given in the
Continuing Disclosure Certificate.
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ARTICLE VI
EVENTS OF DEFAULT

SECTION 6.1. Events of Default Defined. The following events constitute Events of
Default hereunder:

{(a) Failure by the City to pay any Instaliment Payment when due and
payable hereunder.

() Failure by the City to pay any Additional Payment when due and
payable hereunder, and the continuation of such failure for a period of 30 days.

() Failure by the City to observe and perform any covenant,
condition or agreement on its part to be observed or performed, other than as
referred to in the preceding clauses (a) or (b), for a period of 60 days after written
notice specifying such failure and requesting that it be remedied has been given
to the City by the Authority or the Trustee; provided, however, that if the City
notifies the Authority and the Trustee that in its reasonable opinion the failure
stated in the notice can be corrected, but not within such 60-day period, such
failure will not constitute an event of default hereunder if the City commences to
cure such failure within such 60 day period and thereafter diligently and in good
faith cures the failure in a reasonable period of time.

(d) The filing by the City of a voluntary petition in bankruptcy, or
failure by the City promptly to lift any execution, garnishment or attachment, or
adjudication of the City as a bankrupt, or assignment by the City for the benefit of
creditors, or the entry by the City into an agreement of composition with creditors,
or the approval by a court of competent jurisdiction of a petition applicable to the
City in any proceedings instituted under the provisions of the Federal Bankruptcy
Code, as amended, or under any similar acts which may hereafter be enacted.

{(e) The occurrence of any event defined to be an event of default
under any Parity Obligations Documents.

SECTION 6.2. Remedies on Default. If an Event of Defaull occurs and is continuing,
the Trustee as assignee of the Authority has the right, at its option and without any further
demand or notice, to take any one or more of the following actions:

(a) Declare all principal components of the unpaid Instaliment
Payments, together with accrued interest thereon at the Overdue Rate from the
immediately preceding Interest Payment Date on which payment was made, fo
be immediately due and payable, whereupon the same shall immediately
become due and payable.

Notwithstanding the foregoing provisions of this subsection {(a), the
Trustee shall rescind and annul such declaration and its consequences if, before
any judgment or decree for the payment of the moneys due has been obtained or
entered, if (i) the City deposits with the Trustee a sum sufficient to pay all
principal components of the Installment Payments coming due prior to such
declaration and ali matured interest componenis (if any) of the Installment
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Payments, with interest on such overdue principal and interest components
calculated at the Overdue Rate, and {ii) the City pays the reasonable expenses
of the Trustee (including any fees and expenses of its attorneys), and (jii) any
and all other defaults known to the Trustee (other than in the payment of the
principal and interest components of the Instaliment Payments due and payable
solely by reason of such declaration) have been made good. No such rescission
and annulment will extend to or shall affect any subsequent default, or impair or
exhaust any right or power consequent thereon.

(b) Take whatever action at law or in equity may appear necessary or
desirable to collect the Installment Payments then due or thereafter to become
due during the Term of this Agreement, or enforce performance and observance
of any obligation, agreement or covenant of the City under this Agreement.

(c) As a matter of right, in connection with the filing of a suit or other
commencement of judicial proceedings to enforce the rights of the Trustee and
the Bond Owners hereunder, cause the appointment of a receiver or receivers of
the Gross Revenues and other amounis pledged hereunder, with such powers as
the court making such appointment may confer.

SECTION 6.3, No Remedy Exclusive. No remedy herein conferred upon or reserved
to the Authority is intended to be exclusive. Every such remedy is cumulative and in addition fo
every other remedy given under this Agreement or now or hereafter existing at law or in equity.
No delay or omission to exercise any right or power accruing upon any default impairs any such
right or power or operates as a waiver thereof, but any such right and power may be exercised
from time to time and as often as may be deemed expedient. In order to entitle the Authority to
exercise any remedy reserved to it in this Article VI, it is not necessary to give any notice, other
than such notice as may be required in this Article VI or by law.

SECTION 6.4. Agreement to Pay Attorneys’ Fees and Expenses. [f either party to
this Agreement defaults under any of the provisions hereof and the nondefaulting party, the
Trustee or the Owner of any Bonds employs attorneys or incurs other expenses for the
collection of moneys or the enforcement or performance or observance of any obligation or
agreement on the part of the defaulting party herein contained, the defaulting party agrees that it
will on demand therefor pay to the nondefaulting party, the Trustee or such Owner, as the case
may be, the reasonable fees of such attorneys and such other expenses so incurred. The
provisions of this Section 6.4 survive the expiration of the Term of this Agreement.

SECTION 6.5. No Additional Waiver Implied by One Waiver. If any agreement
contained in this Agreement is breached by either party and thereafter waived by the other
party, such waiver is limited to the particular breach so waived and does not waive any other
breach hereunder.

SECTION 6.6. Trustee and Bond Owners to Exercise Rights. Such rights and
remedies as are given to the Authority under this Article VI have been assigned by the Authority
o the Trustee under the Indenture, to which assignment the City hereby consents. Such rights
and remedies shall be exercised by the Trustee and the Owners of the Bonds as provided in the
indenture.

-17-



ARTICLE VI
PREPAYMENT OF INSTALLMENT PAYMENTS

SECTION 7.1. Security Deposit. Notwithstanding any other provision herecf, the City
may on any date secure the payment of Installment Payments, in whole or in part, by
irrevocably depositing with the Trustee an amount of cash which, together with other available
amounts, is either:

(a) sufficient to pay all such Installment Payments, including the
principal and interest components thereof, when due under Section 4.4(a), or

(b) invested in whole or in part in non-callable Federal Securities in
such amount as will, in the opinion of an Independent Accountant (which opinion
is addressed and delivered to the Trustee), together with interest to accrue
thereon and together with any cash which is so deposited, be fully sufficient to
pay all such Installment Payments when due under Section 4.4(a) or when due
on any optional prepayment date under Section 7.2, as the City instructs at the
time of said deposit.

If the City makes a security deposit under this Section for the payment of all remaining
Installment Payments, all obligations of the City hereunder, and the pledge of Net Revenues
and all other security provided by this Agreement for said obligations, will thereupon cease and
terminate, excepting only the obligation of the City o make, or cause to be made, all Instaliment
Payments from the security deposit. The security deposit will be deemed to be and will
constitute a special fund for the payment of the Instaliment Payments in accordance with the
provisions hereof.

SECTION 7.2. Optional Prepayment Relating to the 2008 Series A Bonds. The City
may exercise its option to prepay the principal components of the installment Payments relating
to the 2008 Series A Bonds in whole or in part on any date on or after [June 1, 2012]. The City
may exercise such option by payment of a prepayment price equal to the sum of (a) the
aggregate principal components of the Installment Payments reiating to the 2008 Series A
Bonds to be prepaid, (b) the interest component of the Instaliment Payment relating to the 2008
Series A Bonds required to be paid on or accrued to such date, and (c) the premium (if any)
then required to be paid upon the corresponding redemption of the 2008 Series A Bonds under
Section 4.01(a) of the Indenture. The Trustee shall deposit the prepayment price in the
Installment Payment Fund fo be applied to the redemption of 2008 Series A Bonds under
Section 4.01(a) of the Indenture. If the City prepays the Installment Payments in part but not in
whole, the principal components will be prepaid among such maturities and in such integral
multiples of $5,000 as the City designates in written notice to the Trustee.

SECTION 7.3. Mandatory Prepayment From Proceeds of Insurance, Sale or
Condemnation. The City shall prepay the Instaliment Payments on any date, in whole, or in
part among maturities on a pro rata basis in any integral multiple of $5,000, from and to the
extent of any proceeds of insurance, sale or condemnation awards with respect to the
Wastewater Enterprise theretofore paid to the Trustee for such purpose under Sections 5.3 or
5.4. The City and the Authority hereby agree that such proceeds, to the extent remaining after
payment of any delinquent Instaliment Payments, will be deposited in the Installment Payment
Fund and credited towards the City’s obligations under this Section 7.3.
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SECTION 7.4. Credit for Amounts on Deposit. if the City prepays the Installment
Payments in full under this Article VI, such that the Indenture is discharged by its terms as a
result of the prepayment, and upon payment in full of all Additional Payments and other
amounts then due and payable hereunder, all available amounts then on deposit in the funds
and accounts established under the Indenture shall be credited towards the amounts then

required to be so prepaid.
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ARTICLE Vil
MISCELLANEOUS

N SECTION 8.1. Further Assurances. The City agrees that it will execute and deliver
any and all such further agreements, instruments, financing statements or other assurances as
may be reasonably necessary or requested by the Authority or the Trustee to carry out the
intention or to facilitate the performance of this Agreement, including, without limitation, to
perfect and continue the security interests herein intended to be created.

SECTION 8.2. Notices. Any notice, request, complaint, demand or other
communication under this Agreement must be given by first class mail or personal delivery to
the party entitled thereto at its address set forth below, or by telecopier or other form of
telecommunication, at its number set forth below. Notice is effective either (a) upon
transmission by fax or other form of telecommunication, (b) upon actual receipt after deposit in
the United States of America mail, postage prepaid, or (c) in the case of personal delivery to any
person, upon actual receipt. The Authority, the City and the Trustee may, by written notice to
the other parties, from time to time modify the address or number to which communications are
fo be given hereunder.

If fo the City City of Beverly Hills
or the Authority: 450 North Rexford Drive
Beverly Hilis, California 90210
Attention: Director of Finance Administration
Telephone: (310) 285-2411
Fax: (805) 525-6278

If to the Trustee: U.S. Bank National Association
833 West Fifth Street, 24th Floor
Los Angeles, California 90071
Attention: Corporate Trust
Telephone: {213) 615-6024
Fax: {213) 615-6199

SECTION 8.3. Governing Law. This Agreement will be construed in accordance with
and governed by the laws of the State of California.

SECTION 8.4. Binding Effect. This Agreement inures to the benefit of and is binding
upon the Authority and the City and their respective successors and assigns, subject, however,
to the limitations contained herein.

SECTION 8.5. Severability of Invalid Provisions. If any one or more of the provisions
contained in this Agreement are for any reason held to be invalid, ilegal or unenforceable in any
respect, then such provision or provisions will be deemed severable from the remaining
provisions contained in this Agreement and such invalidity, illegality or unenforceability will not
affect any other provision of this Agreement, and this Agreement shall be construed as if such
invalid or illegal or unenforceable provision had never been contained herein. The Authority and
the City each hereby declares that it would have entered into this Agreement and each and
every other Section, paragraph, sentence, clause or phrase hereof irrespective of the fact that
any one or more Sections, paragraphs, sentences, clauses or phrases of this Agreement may
be held illegal, invalid or unenforceable.
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SECTION 8.6. Article and Section Headings and References. The headings or titles
of the several Aricles and Sections hereof, and any table of contents appended to copies
hereof, are solely for convenience of reference and do not affect the meaning, construction or
effect of this Agreement. All references herein to “Articles,” "Sections” and other subdivisions
are to the corresponding Articles, Sections or subdivisions of this Agreement; the words
“herein,” “hereof,” “hereby,” “hereunder’ and other words of similar import refer to this
Agreement as a whole and not to any particular Article, Section or subdivision hereof; and
words of the masculine gender mean and include words of the feminine and neuter genders.

SECTION 8.7. Payment on Non-Business Days. Whenever any payment is required
to be made hereunder on a day which is not a Business Day, such payment shall be made on
the immediate preceding Business Day.

SECTION 8.8. Execution of Counterparts. This Agreement may be executed in any
number of counterparts, each of which will for all purposes be deemed to be an original and all
of which together constitute but one and the same instrument.

SECTION 8.9. Waiver of Personal Liability. No member of the City Council, officer,
agent or employee of the City has any individual or personal liability for the payment of
Installment Payments or Additional Payments or be subject to any personal liability or
accountability by reason of this Agreement; but nothing herein contained relieves any such
member of the City Council, officer, agent or employee from the performance of any official duty
provided by law or by this Agreement.

SECTION 8.10. Trustee as Third Party Beneficiary. The Trustee is hereby made a

third party beneficiary hereof and is entitled to the benefits of this Agreement with the same
force and effect as if the Trustee was a party hereto.
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IN WITNESS WHEREOQF, the Authority and the City have caused this Agreement to be
executed in their respective names by their duly authorized officers, all as of the date first above
written.

CITY OF BEVERLY HILLS PUBLIC FINANCING
AUTHORITY, as Selfer

By

Chief Financial Officer

CITY OF BEVERLY HILLS, as Purchaser

By

Director of Administrative Services and Chief
Financial Officer

Signature Page {o Instaliment Sale Agreement



APPENDIX A

SCHEDULE OF INSTALLMENT PAYMENTS

Interest Principal Interest Total
Payment Date{1) Component Component Payment

6/1/08
12/1/08
6/1/09
12/1/08
6/1/10
12/1/10
6/1/11
12/4/11
6/1/12
1211112
6/1/13
12/1113
6/1/14
121114
6/1/15
12/1/15
6/1/16
12/1/16
6/1/17
12/117
6/1/18
12/1/18
6/1/19
12/1/19
6/1/20
12/1/20
6/1/21
12/1/21
6/1/22
12M1/22
6/1/23
12/1/23
6/1/24
12/1/24
6/1/25
12/1/25
6/1/26
12/1/26
B6/1/27
1211127
6/1/28
12/1/28
12/1/29
6/1/30
12/1/30
6/1/31




Interest Principal interest Total
Payment Date{1} Component Component Payment

12/1/31

6/1/32

12/1/32

6/1/33

12/1/33

6/1/34

12/1/34

6/1/35

12/1/35

6/1/36

12/1/36

6/1/37

(1) Instaliment Payment Dates are the third (3“‘) Business Day immediately preceding
each Interest Payment Date shown in the table.



APPENDIX B

DESCRIPTION OF 1998 WASTEWATER PROJECT
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IRREVOCABLE REFUNDING INSTRUCTIONS

Relating to

City of Beverly Hilis Public Financing Authority
Wastewater Revenue Refunding Bonds, Series 1998A

These IRREVOCABLE REFUNDING INSTRUCTIONS (these “Instructions”), are dated
April __, 2008, and are given by the CITY OF BEVERLY HILLS PUBLIC FINANCING
AUTHORITY, a joint exercise of powers authority organized and existing under the laws of the
State of California (the "Authority”), the CITY OF BEVERLY HILLS, a municipal corporation duly
organized and existing under the laws of the State of California (the “City”), to U.S. BANK
NATIONAL ASSOCIATION, a national banking association organized and existing under the
laws of the United States of America, acting as trustee (the “1998 Trustee”) for the Series
1998A Bonds {(as defined below).

BACKGROUND:

1. The Authority has previously financed and refinanced the acquisition and
construction of certain improvements to the City’s wastewater enterprise (the “Wastewater
Enterprise”) through the issuance of its bonds captioned "City of Beverly Hills Public Financing
Authority Wastewater Revenue Refunding Bonds, Series 1998A" (the “Series 1998A Bonds”)
pursuant to an Indenture of Trust dated as of September 1, 1998, between the Authority and the
1998 Trustee (the “1998 Indenture”).

2. The principal of and interest on the Series 1998A Bonds were payable from certain
payments made by the City pursuant to an Installment Sale Agreement dated as of September
1, 1998 (the "1998 Agreement"), between the Authority and the City, under which the City was
obligated to make certain installment payments (the “1898 Installment Payments”) and certain
additional payments to the Authority in order to provide the Authority with sufficient revenues to
pay debt service on the Series 1998A Bonds.

3. The Series 1998A Bonds are subject fo redemption in full on any date on or after
June 1, 2008.

4. In order to raise funds to provide for the redemption of the Series 1998A Bonds, the
Authority has authorized the issuance of its bonds captioned "City of Beverly Hills Public
Financing Authority 2008 Wastewater Revenue Refunding Bonds, Series A,” in the aggregate
principal amount of § {(the “2008 Bonds"} under an Indenture of Trust dated
as of April 1, 2008 (the “2008 Indenture”), between the Authority and U.S. Bank National
Association, as trustee {the “2008 Trustee”).

5. The Authority and the City wish fo apply a portion of the proceeds of the 2008
Bonds, together with certain other moneys, to pay debt service on the Series 1998A Bond
maturing on June 1, 2008, and to redeem the Series 1998A Bonds maturing on and after June
1, 2009, as set forth in Exhibit B hereto, on June 1, 2008, and to discharge the City's obligations
to make the corresponding 1998 Installment Payments under the 1998 Agreement.

6. The City and the Authority have determined that it is in their best financial interests
at this time to reduce the interest rate on its obligations by the current refunding and discharge
of all obligations with respect to the outstanding Series 1998A Bonds and the 1998 Agreement.



7. The Authority and the City wish to give these Instructions to the 1998 Trustee for
the purpose of establishing an irrevocable escrow fund and providing the terms and conditions
relating to the deposit and application of moneys and securities to provide for the prepayment of
the 1998 Installment Payments under the 1998 Agreement (under Sections 8.1 and 8.2 of the
1998 Agreement) and the redemption in full of the Series 1998A Bonds (under Section 4.01(a)
of the 1998 Indenture) on June 1, 2008.

NOW, THEREFORE, the Authority and the City hereby irrevocably instruct the 1998
Trustee as follows:

Section 1. Establishment of Escrow Fund. The 1998 Trustee is hereby directed to
establish and hold a special fund to be known as the “Escrow Fund.” All cash and securities in
the Escrow Fund are hereby irrevocably pledged as a special trust fund for the prepayment of
the City's obligations under the 1998 Agreement pursuant to Sections 4.4 and 8.1 thereof, the
payment of the principal and interest coming due on the Series 1998A Bonds on June 1, 2008,
and the redemption of the outstanding Series 1998A Bonds accordance with Section 4.01(a} of
the 1998 Indenture. The 1998 Trustee shall have no lien upon or right of set off against the
securities and cash at any time on deposit in the Escrow Fund.

Section 2. Deposit intc Escrow Fund; Investment of Amounts. (a) Concurrently
with delivery of the Bonds, the Authority shall cause the 2008 Trustee fo transfer to the 1998
Trustee for deposit into the Escrow Fund the amount of § in immediately
available funds to be derived from a portion of the proceeds of sale of the 2008 Bonds.
Additionally, the 1998 Trustee shall transfer the following amounts into the Escrow Fund: (i)
$ on deposit in the Interest Account and Principal Account of the Bond Fund
established under the 1998 Indenture, and (i) $ on deposit in the Reserve
Account of the Bond Fund established under the 1998 Indenture. As a result, the total amount
on deposit in the Escrow Fund as of the date hereof shall be $

(b) The 1998 Trustee shall invest $ of the amounts deposited in the
Escrow Fund in the securities described in Exhibit A hereto (the “Investment Security”). The
Investment Security shall be deposited with and held by the 1998 Trustee in the Escrow Fund
solely for the uses and purposes set forth herein. Earnings on the investment of amounts
deposited in the Escrow Fund shall be credited to and deposited in the Escrow Fund. Upon the
receipt by the 1998 Trustee of any cash from the maturity of the Investment Security or
otherwise, the 1998 Trustee shall hold such cash uninvested until required to make a payment
pursuant to Section 4 hereof. The remaining amount on deposit in the Escrow Fund, being
$ , shall be held by the Trustee uninvested.

Section 3. Proceedings for Redemption of Series 1998A Bonds. The City hereby
irrevocably elects, and directs the 1998 Trustee, to redeem, on June 1, 2008, the outstanding
Series 1998A Bonds (other than the Series 1998A Bond maturing on June 1, 2008, which is
being paid at its maturity) pursuant to the provisions of Section 4.01(a) of the 1898 indenture.
The 1998 Trustee shall give notice of this redemption on a timely basis in accordance with
Section 4.03 of the 1998 Indenture.

Section 4. Application of Funds to Redeem Series 1998A Bonds. The 1998 Trustee
shall apply the amounts on deposit in the Escrow Fund to pay regularly scheduled debt service
on the Series 1998A Bonds on June 1, 2008, and to redeem the Series 1998A Bonds maturing
on and after June 1, 2009, on June 1, 2008, at a redemption price equal to 101% of the principal
amount thereof plus accrued and unpaid interest thereon.



Section 5. Transfer of Remaining Funds. On June 1, 2008, following the payment,
prepayment and redemption described above, and payment of any amounts then owed to the
1998 Trustee, the 1998 Trustee shall withdraw any amounts remaining on deposit in the Escrow
Fund or in any other funds or accounts established under the 1998 Indenture and transfer those
amounts to the Interest Account of the Bond Fund established under the 2008 Indenture for the
2008 Bonds.

Section 6, Amendment. These Instructions shall be irrevocable by the Authority and
the City. These Instructions may be amended or supplemented by the Authority and the City,
but only if the Authority and the City file with the 1998 Trustee (a) an opinion of nationally
recognized bond counsel engaged by the Authority or the City stating that such amendment or
supplement will not, of itself, adversely affect the exclusion from gross income of interest
represented by the Series 1998A Bonds or the 2008 Bonds under federal income tax law, and
(b) a certification of an independent accountant or independent financial adviser engaged by the
Authority or the City stating that such amendment or supplement will not affect the sufficiency of
funds invested and held hereunder to make the payments required by Section 4.

Section 7. Concerning the 1998 Trustee. The 1998 Trustee shall not be liable for any
loss from any investment made by it in accordance with the terms of these Instructions.

The 1998 Trustee shall not be liable for the recitals or representations contained in these
Instructions and shall not be responsible for the sufficiency of the Escrow Fund or the moneys
and Investment Security to pay the principal, interest and redemption premium on the Series
199BA Bonds.

The protections, limitations from [iability and indemnities provided to the 1998 Trustee
under the 1998 Indenture shall be afforded to the 1998 Trustee in acting pursuant to these
Instructions and such provisions of the 1998 Indenture are incorporated by reference herein,
inciuding, without limitation, Article VI of the 1998 Indenture.
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Section 8. Governing Law. These Instructions shall be construed in accordance with
and governed by the Constitution and laws of the State of California.

Dated:

, 2008

Accepted:

U.S. BANK NATIONAL ASSOCIATION,

as 1998 Trustee

By:

Authorized Officer

CITY OF BEVERLY HILLS

By

Director of Adminisirative Services and
Chief Financial Officer

CITY OF BEVERLY HILLS PUBLIC
FINANCING AUTHORITY

By

Chief Financial Officer



EXHIBIT A

DESCRIPTION OF INVESTMENT SECURITY

Coupon Maturity Par Amount

% June 1, 2008 $

Total Purchase
Price



EXHIBIT B

Outstanding Series 1998A Bonds

Maturity Date Par
(June 1) Amount Coupon
2008 [1] $ 870,000 4.200%
2009 [2] 805,000 4.250
2010 [2] 940,000 4.300
2011 [2] 885,000 4.375
2012 [2] 1,030,000 4.500
2013 [2] 1,070,000 4.600
2014 [2] 1,120,000 4.700
2015 [2] 1,175,000 4,700
2016 [2] 1,230,000 4.700
2017 [2] 1,290,000 4.750
2018 [2] 1,350,000 4,750
2019 [2] 1,415,000 4,750
2020 [2] 1,480,000 4.750
2021 [2] 1,550,000 4.750
2022 [2] 1,625,000 4,750

[1] To be paid at maturity on June 1, 2008.

[2] To be redeemed on June 1, 2008, at a redemption price equal to the
principal amount thereof, pius a redemption premium equal o 1% of the
principal amount thereof, plus accrued and unpaid interest thereon.



