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Staff Report
City of Manhattan Beach

TO: Honorable Mayor Cohen and Members of the City Council
THROUGH: Geoff Dolan, City Manager

FROM: Bruce Moe, Finance Direct
Henry Mitzner, Controller //

DATE: November 17, 2009

SUBJECT: Consideration of a Resolution Approving an Amended and Restated
Reimbursement Agreement and a Two Year Renewal of the Direct Pay Letter of
Credit for the South Bay Regional Public Communications Authority (SBRPCA)
Variable Rate Demand Revenue Bonds Series “C”

RECOMMENDATION:

The Finance Subcommittee and Staff recommend that the City Council: a) adopt Resolution No.
6227 approving the Amended and Restated Reimbursement Agreement with Bank of America, b)
approve a two year renewal of the direct pay letter of credit for the 2001 South Bay Regional Public
Communications Authority (SBRPCA) Series “C” variable rate debt, and c) authorize the City
Manager to execute all documents related to this transaction.

FISCAL IMPLICATION:

The annual cost of the direct pay letter of credit (LOC) supporting the 2001 South Bay Regional
Public Communications Authority Series “C” Variable Rate Revenue Bonds is 100 basis points
(1%)-of the outstanding principal (currently =$1.67 million).—This results in an annualized cost o
approximately $16,700 for the direct pay letter of credit. This is an increase over the prior letter of
credit of approximately $10,000. The bank has also incurred legal costs for preparing an amended
and restated reimbursement agreement (not to exceed $25,000) which we are required to absorb.
All increased costs or fees will be accommodated within the existing budget for FY 2009-2010.

BACKGROUND:

The existing LOC supporting the South Bay Regional Public Communications Authority variable
rate debt expires on January 1, 2010. In anticipation of this event, staff and the City’s financial
advisors worked with the existing LOC issuer, Bank of America, on a renewal. Pursuant to the
legal bond documents the LOC must be in place at all times as long as the bonds are outstanding.
Additionally, the City is required to have a replacement LOC in place 30 days prior to the
expiration of any existing LOC (December 1, 2009). At the September 15, 2009 the Finance
Subcommittee discussed the indicative market price of renewing the LOC with Bank of America.
Staff informed the Finance Subcommittee that due to the current climate of the financial markets
there are fewer providers who are offering to provide credit and liquidity, and the fees for a LOC
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have significantly increased (the fees currently charged for the existing LOC is 40 basis points or
$6,680 on an annual basis).

DISCUSSION:

As an alternative to renewing the direct pay LOC with Bank of America, we reviewed other
alternatives such as private placement loans to determine if these costs would be more
advantageous to the City resulting in overall lower costs (and eliminating the need for a LOC).
Previously staff had inquired with Sun Trust, Union Bank of California and U.S. Bank as these
were some of the financial institutions who offered private placement opportunities and found none
of these options favorable for the City. Additionally, staff pursued private placement alternatives
with Bank of America Merrill Lynch and also found these alternatives were not favorable for the
City. These recent alternatives included a fixed rate placement with a maximum 15 year maturity,
optionally callable in 7-8 years, and the current indicative rate at 5%. Another alternative included
a variable rate (index floater) private placement however this alternative would expose the City to
basis spreads both (positive and negative) between LIBOR (a taxable variable rate index) and
SIFMA (municipal tax-exempt variable rate index) indexes.

Staff and the City’s advisors reviewed the proposed terms and fees of the LOC, and discussed the
advantages and disadvantages of renewing the LOC for one, two or three years. A one year renewal
would lock in a rate for one year, incur bank legal fees of $15,000 to $25,000, and would provide
staff with only a few months before renegotiating a renewal once more. Renewing the LOC for a
three year term would lock in a rate however, we discussed the probability that the financial
environment was more likely to improve within three years and the City would not want to be
locked in at a high rate for three years in the event the fees for a LOC were to decrease back to
historical levels. A two year renewal period would allow the City time to look for other alternatives
and monitor the climate of the financial market to see if LOC rates were declining. During this
time, staff would be able to look into alternative opportunities that could help address renewing or
replacing the LOC supporting the SBRPCA dispatch facility’s variable rate debt before the next
LOC expiration date.

While Bank of America is offering to provide the LOC for 1-3 years at varying fees, the Finance
Subcommittee and staff recommended renewing the facility for two years at 100 basis points as this
appears to be the most cost effective alternative available to the City at this time. The Amended
and Restated Reimbursement agreement has been reviewed by the City’s bond counsel whose
comments have been incorporated into the document. The Finance Subcommittee and staff
recommend that the City Council adopt Resolution No. 6227 approving the Restated
Reimbursement Agreement, approve the two year renewal of the Letter of Credit with Bank of
America, and authorize the City Manager to negotiate and execute all related documents.

The following is a brief overview of the components of the City’s variable rate debt:

e Variable Interest Rate — this is the rate used to calculate the interest due on the COP’s
outstanding. This rate is variable and resets weekly.
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® Remarketing Fees — this fee is paid to the remarketing agent who remarkets the bonds every
week. The City’s remarketing agent on the South Bay Regional Public Communications
Authority Variable Rate Revenue Bonds is Morgan Stanley and the remarketing fee paid is
0.125% or 12.5 basis points.

* Direct Pay Letter of Credit — this is the credit facility that provides liquidity for the monthly
interest expense payments and bi-annual principal payments. Draws are made on the LOC
monthly and are reimbursed each month by the City.

The following is a breakdown of the total cost of the 2001 South Bay Regional Public
Communications Authority Variable Rate debt:

Current Estimated Proposed Renewal
Average variable interest 0.25 basis points 0.25 basis points
Remarketing rate 0.125 basis points 0.125 basis points
Direct pay LOC 40 basis points 100 basis points
Total Overall Costs 0.775 basis points 1.375 basis points
Estimated Annual Costs
Based on current outstanding
principal amount of $1,670,000 $ 12,943 $ 22963

Attachments: A. Resolution No. 6227
B. Amended and Restated Reimbursement Agreement between Bank of
America and City of Manhattan Beach
C. Bank of America Term Sheet
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RESOLUTION NO. 6227

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
MANHATTAN BEACH, CALIFORNIA, APPROVING AN AMENDED AND
RESTATED REIMBURSEMENT AGREEMENT RELATING TO THE
SOUTH BAY REGIONAL PUBLIC COMMUNICATIONS AUTHORITY, A
CALIFORNIA JOINT POWERS AUTHORITY

WHEREAS, the City of Manhattan Beach (the “City”) is a member of the South Bay
Regional Public Communications Authority, a California joint powers authority (the “Authority”). The
Authority previously issued its Variable Rate Demand Revenue Bonds, 2001 Series C (City of
Manhattan Beach Project) (the “Bonds”), the proceeds of which were used for the acquisition,
construction, installation and equipping of a consolidated, regional computer-assisted dispatch system
to promote the public safety of the members of the Authority, including the City; and

WHEREAS, the City has previously entered into a Letter of Credit and Reimbursement
Agreement, dated as of December 1, 2006 (the “Reimbursement Agreement”), with Bank of America, N.
A. (the “Bank™), pursuant to which the Bank issued its irrevocable direct pay letter of credit (the “Letter of
Credit”) with respect to the Bonds;

WHEREAS, in connection with an extension of the Letter of Credit, the City and the
Bank wish to amend and restate the Reimbursement Agreement;

WHEREAS, the Amended and Restated Reimbursement Agreement has been filed with
the City and the members of the City Council of the City (the “Council”), with the aid of staff, have
reviewed said document;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF MANHATTAN BEACH
DOES HEREBY RESOLVE AS FOLLOWS:

SECTION 1. The Amended and Restated Reimbursement Agreement is hereby
approved, and the Mayor, the City Manager, the Finance Director, or the written designee of any such
official, is hereby authorized and directed to execute said document, with such changes, insertions and
omissions as may be approved by such officials, such approval to be evidenced by the execution
thereof, and the City Clerk is hereby authorized and directed to attest to such official’s signature;

SECTION 2. The Mayor, the City Manager, the Finance Director, the City Clerk and all
other appropriate officials of the City are hereby authorized and directed to execute and/or attest such
other agreements, documents and certificates as may be necessary to effect the purposes of this
resolution.

SECTION 3. This Resolution shall take effect upon its adoption by this Council.

PASSED, APPROVED and ADOPTED this 17th day of November, 2009.

Ayes:
Noes:
Absent:
Abstain:

Mayor, City of Manhattan Beach, California

ATTEST:

City Clerk

City Attorney



AMENDED AND RESTATED
REIMBURSEMENT AGREEMENT

between

BANK OF AMERICA, N.A.

and

CITY OF MANHATTAN BEACH

Dated as of November 1, 2009

Relating to the

$2,180,000 SOUTH BAY REGIONAL PUBLIC COMMUNICATIONS AUTHORITY VARIABLE
RATE DEMAND REVENUE BONDS
2001-SERIES-C-(CITY-OF-MANHATTAN-BEACH-PROJECT)
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AMENDED AND RESTATED REIMBURSEMENT AGREEMENT

This AMENDED AND RESTATED REIMBURSEMENT AGREEMENT (the “Agreement”) is
made as of November 1, 2009 by and between BANK OF AMERICA, N.A., a national banking
association (the “Bank”) and the CITY OF MANHATTAN BEACH, a municipal corporation and
general law city organized under constitution and the laws of the State of California (the “City”).

RECITALS

A. The City is a member of the South Bay Regional Public Communications Authority, a
California joint powers authority (the "Authority”). The Authority previously issued its
Variable Rate Demand Revenue Bonds, 2001 Series C (City of Manhattan Beach
Project) (the “Bonds”), the proceeds of which were used for the acquisition,
construction, installation and equipping of a consolidated, regional computer-
assisted dispatch system (the “Project”) to promote the public safety of the members
of the Authority (the "Members”), including the City.

B. Each Member entered into an operating and service agreement (the “Operating
Agreements) with the Authority pursuant to which the Authority owns and operates
the Project for the benefit of the Members and each Member agrees to pay, on a pro
rata basis, its portion of the cost of the Project (the “Project Financing Payments”)
and the cost of its annual operation (the "Operating Payments”) (collectively, the
“Member Payments.”

C. The Authority issued three series of revenue bonds to finance the Project, each
series secured by Project Financing Payments made by one the three Members.
The Bonds were issued by the Authority pursuant to an Indenture dated as of
January 1, 2001 (the “Series C Indenture”) between the Authority and BNY Western
Trust Company (the “Trustee”), and are secured by a separate pledge of the Project
Financing Payments and other amounts to the extent received by the Authority (the
“Revenues”) pursuant to an Operating Agreement dated as of January 1, 2001 (the
“‘Series C Operating Agreement”) between the Authority and the City. The
outstanding principal amount of-the Bonds-is-$1,830,000.00.

D. In order to support payment of principal and interest with respect to the Bonds,
Allied Irish Banks, p.l.c. (AIB”) issued its irrevocable letter of credit for the
account of the City (the “AlB Letter of Credit”), and the AIB Letter of Credit was
scheduled to expire on January 17, 2006.

E. In order to provide a substitute letter of credit for the AIB Letter of Credit prior to its
expiration and to provide a source for payment when due of the principal of and
interest on and the purchase price of the Bonds, the Bank provided a letter of credit
initially in the amount of $1,859,481.00 (the “Letter of Credit”) pursuant to a Letter of
Credit and Reimbursement Agreement, dated as of December 1, 2006 (the
“Agreement”).

s 11/10/09



F. The City has requested and the Bank has agreed to extend the term of the Letter of
Credit for an additional two-year period and to amend and restate the Original
Agreement in its entirety upon the terms and conditions herein set forth.

NOW, THEREFORE, in consideration of the foregoing recitals and the covenants contained
herein, and in order to induce the Bank to extend the term of the Letter of Credit, the City and the
Bank hereby agree as follows (capitalized terms used herein and not otherwise defined have the
meaning set forth in Section 1 hereof):

ARTICLE ONE
DEFINITIONS

Section 1.1 Definitions. Capitalized terms not defined in this Agreement shall have
the meanings assigned to them in the Series C Indenture. In addition to terms defined elsewhere in
this Agreement, as used herein the following terms shall have the following meanings unless the
context otherwise requires, and such meanings shall be equally applicable to both singular and
plural forms of the terms herein defined:

"Agreement" shall mean this Reimbursement Agreement, as the same may from time
to time be amended, supplemented or otherwise modified in accordance with its terms.

"Amortization Period" means, with respect to any Tender Draw, the period
commencing on the date of such Tender Draw and ending on the earliest of (i) the third anniversary
of the sixty-first day following the date of such Tender Draw or (ii) the third anniversary of the
Expiration Date (as the same may be extended from time to time) or (iii) the date that a Substitute
Security replaces the Letter of Credit or (iv) the date the Stated Amount of the Letter of Credit is
permanently reduced to zero or the Letter of Credit is otherwise terminated prior to its expiration
date, including as a result of the occurrence of an Event of Default (the earliest of (i) (ii), (iii) and (iv)
is referred to as the “Maturity Date”).

"Authorized Representative" shall mean such person at the time and from time to
time authorized by resolution to act on behalf of the City by written certificate furnished to the Bank.

“Bank" shall mean Bank of America, N.A.

“Bank Bonds” shall mean the Bonds held by the Tender Agent for the benefit of the
Bank as provided in Section 21.5 of the Series C Indenture.

“Bank Rate” means on any day, (a) if such day occurs prior to the thirty-first day
following the date on which the Bank honored a Tender Draw, a rate per annum equal to the Base
Rate; (b) if such day occurs after the thirtieth day following the date on which the Bank honored a
Tender Draw but prior to the sixty-first day following such draw, a rate per annum equal to the Base
Rate plus 1.00% and (c) if such day occurs after the sixty-first day following such draw, a rate per
annum equal to the Base Rate plus 2.00%.

“Base Rate” means, for any day, the highest of (a) the Prime Rate if the Bank

establishes a Prime Rate or otherwise the Bank's "base rate" for such date plus 1.5%, or (b) the Fed
Funds Rate plus three percent (3.0%) per annum or (c) ten percent (10.00%); provided, that in no
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event shall the Base Rate be less than the rate on the Bonds that are not Bank Bonds.

“Bonds” means the $2,180,000 South Bay Regional Public Communications Authority
Variable Rate Demand Revenue Bonds 2001 Series C (City of Manhattan Beach Project).

‘Business Day" shall mean a day other than a Saturday, Sunday or other day on
which commercial banks are authorized to close, or are in fact closed, in the state where the Bank's
lending office is located.

"City" shall mean the City of Manhattan Beach, a municipal corporation and general
law city duly organized and existing under and by virtue of the constitution and the laws of the State
of California.

"Default Rate" shall mean the Base Rate plus 3.0% per annum.

‘Drawing” shall mean a drawing under the Letter of Credit resulting from the
presentation to the Bank by the Trustee of a certificate in the form of Annex A, B, C or D to the
Letter of Credit.

"Drawing Date" shall mean the date on which the Bank pays a Drawing on the Letter
of Credit.

“Effective Date” shall mean the date on which the conditions to the extension of the
term of the Letter of Credit set forth in Section 3.1 have been satisfied in full or waived in writing by
the Bank.

“Environmental Claims” means any and all administrative, regulatory or judicial
actions, suits, demand letters, claims, Liens, notices of noncompliance or violation, investigations, or
proceedings relating in any way to any Environmental Law (“claims”) or any permit issued under any
such Environmental Law, including (a) any and all claims by governmental or regulatory authorities
for enforcement, cleanup, removal, response, remedial or other actions or damages pursuant to any
applicable Environmental Law and (b) any and all claims by any third party seeking damages,
contribution, indemnification, cost recovery, compensation or injunctive relief resulting from
Hazardous Materials or arising from alleged injury or threat of injury to health, safety or the
environment.

“Environmental Law” means any federal, state or local statute, law, rule, regulation,
ordinance, code, policy or rule of common law now or hereafter in effect and in each case as
amended, and any judicial or administrative interpretation thereof, including any judicial or
administrative order, consent decree or judgment, relating to health, safety or the environment or to
Hazardous Materials.

"Event of Default" shall mean any event specified in Section 6.1 of this Agreement,
provided that any requirement for notice, lapse of time, or both, or any other condition has been
satisfied.

"Expiration Date" shall mean the expiration date specified in the Letter of Credit,
unless the Expiration Date of the Letter of Credit is extended in accordance with Section 2.1 hereof,
in which case the Expiration Date shall mean the date to which the Letter of Credit has been
extended.



“Federal Funds Rate” means, for any day, the rate per annum equal to the weighted
average of the rates on overnight Federal funds transactions with members of the Federal Reserve
System arranged by Federal funds brokers on such day, as published by the Federal Reserve Bank
on the Business Day next succeeding such day; provided that (a) if such day is not a Business Day,
the Federal Funds Rate for such day shall be such rate on such transactions on the next preceding
Business Day as so published on the next succeeding Business Day, and (b) if no such rate is so
published on such next succeeding Business Day, the Federal Funds Rate for such day shall be the
average rate (rounded upward, if necessary, to a whole multiple of 1/100 of 1%) charged to the
Bank on such day on such transactions as determined by the Bank.

“Hazardous Materials” means (a) any petroleum or petroleum products, radioactive
materials, asbestos in any form that is or could become friable, urea formaldehyde foam insulation,
transformers or other equipment that contains dielectric fluid containing polychlorinated biphenyls
and radon gas; (b) any chemicals, materials or substances defined as or included in the definition of
“hazardous substances,” “hazardous wastes,” “hazardous materials,” “extremely hazardous wastes,”
‘restricted wastes,” “toxic substances,” “toxic pollutants,” “contaminants,” “special wastes” or
“pollutants,” or words of similar import, under any applicable Environmental Law; and (c) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any
governmental authority.

“Series C Operating Agreement” has the meaning assigned to such term in Recital C.

"Letter of Credit" shall mean irrevocable direct pay Letter of Credit no. 3085874 dated
January 2, 2007 in the initial stated amount of U.S. $1,859,481.00, issued by the Bank pursuant
hereto for the account of the City in favor of the Trustee to support payment of the Bonds, as it may
be amended or supplemented from time to time.

"Letter of Credit Commitment® means, as of its date of issuance, U.S.
$1,859,481.00, which was comprised of a principal component of $1,830,000.00 and an interest
component of $29,481.00. The Letter of Credit Commitment as of the date of this Agreement is
$1,696,903.00, comprised of a principal component of $1,670,000 and an interest component of
$26,903.00.

"Obligations" shall mean the fees relating to the Letter of Credit, any and all
obligations of-the Citytoreimburse the Bank for a drawing under the Letter of Credit.-and-all other
obligations of the City to the Bank arising under or in relation to this Agreement.

"Payment Office" shall mean with respect to the Bank, the office of the Bank located
atthe address set forth in Section 7.2 hereof or such other office as the Bank may from time to time
designate.

"Person" means a natural person, a firm, a corporation, a partnership, an association,
a trust or any other entity or organization, including a government or political subdivision or any
agency or instrumentality thereof.

“Potential Default’ shall mean an event which with the giving of notice or passage of
time or both would constitute an Event of Default.

“Prime Rate” shall mean the rate of interest publicly announced from time to time by
the Bank as its Prime Rate. The Prime Rate is set by the Bank based on various factors, including
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the Bank’s costs and desired return, general economic conditions and other factors, and is used as
a reference point for pricing some loans. The Bank may price loans to its customers at, above, or
below the Prime Rate. Any change in the Prime Rate shall take effect at the opening of business on
the day specified in the public announcement of a change in the Bank's Prime Rate.

“Project’ shall have the meaning assigned to that term in Recital A.

“Related Documents" shall mean the Series C Indenture, the Series C Operating
Agreement, the Series C Loan Agreement, this Agreement, the Letter of Credit and all other
documents and instruments relating to the Bonds.

“Series C Indenture” shall have the meaning set forth in Recital C.

“Series C Operating Agreement” shall have the meaning set forth in Recital C.

"Stated Amount" shall mean the principal amount available to be drawn under each
Letter of Credit.

‘Tender Draw” shall mean a drawing on the Letter of Credit resulting from the
presentation to the Bank by the Trustee of a certificate in the form of Annex B to the Letter of Credit.
ARTICLE TWO
LETTER OF CREDIT

Section 2.1. Extension of Letter of Credit.

(a) Extension of Term of Letter of Credit. The Bank hereby agrees, on the terms
and subject to the conditions hereinafter set forth, to extend the Expiration Date of the Letter of
Credit for a two-year period commencing on December 1, 2009 and ending on December 1, 2011.

The extension of the term of the Letter of Credit is subject to satisfaction by the City of all conditions
precedent set forth in Section 3.1 hereof.

(b) Additional Extension of Expiration Date. The Expiration Date of December1,
2011-may be extended,for one-additional-period-of-up to three-years,-upon the request by the-City
and approval by the Bank in its sole discretion. Any request for an extension of the Letter of Credit
must be in writing and accompanied by such information as the Bank may reasonably request and
such request must be received by the Bank no later than 180 days and no earlier than one year prior
to the Expiration Date then in effect. The Bank, in its sole and absolute discretion, may elect not to
extend the term of the Letter of Credit. If the Bank has not agreed to the request for extension in
writing within 60 days after the Bank received the City’s written request and the other information
requested by the Bank, the City’s request shall be deemed to be denied. If the Letter of Credit is not
extended, the City shall utilize its best efforts to refinance the Project, defease the Bonds, provide a
substitute credit facility or convert the Bonds to fixed rate in accordance with the Series C Indenture
prior to the Expiration Date of the Letter of Credit then in effect.

(c) Drawing on the Letter of Credit. Drawings to be made under the Letter of
Credit shall be made by presentation by telecopy, in the form of a sight draft, accompanied by the
appropriate annex submitted by the Trustee and no further presentation of documentation, including
the original Letter of Credit, need be made; it being understood that the telecopy, shall in all events
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be considered to be the sole operative instrument of drawing. The Bank may rely upon any such
telecopy drawing that the Bank, in good faith, believes to have been dispatched by the Trustee.

(d) Reduction and Reinstatement. The Stated Amount of the Letter of Credit
shall be reduced by the amount of each Drawing, and shall be reinstated following certain Drawings,
all as provided in the Letter of Credit.

Section 2.2. Reimbursement of Drawings.

Subject to the limitations set forth in Section 5.1(r), pursuant to the Series C Operating Agreement
the City hereby agrees to reimburse the Bank for any Drawing under the Letter of Credit as follows:

(a) on the same day the Bank honors a drawing drawn on the Letter of Credit, the
full amount drawn except as provided in clause (d) below;

(b) upon demand, upon the occurrence of an Event of Default, interest on all
Obligations, including all outstanding Drawings, at the Default Rate;

(c) subject to clause (iii) below, on the date of a Tender Draw, the amount if such
Tender Draw;

(d) If on the date of any Tender Draw no Event of Default or Potential Default has
occurred and is continuing and the representations and warranties of the City hereunder are true
and correct as if made on such date, the City shall not be required to reimburse the Bank for such
Tender Draw on the date of such drawing but rather shall be required to pay such amount to the
Bank in equal instaliments of principal due on each February 1 and August 1 occurring during the
Amortization Period for such Tender Draw, together with interest thereon at the Bank Rate payable
on the first day of each month following the date of such Tender Draw, with the entire balance of
such Tender Draw due on the last day of the Amortization Period; provided, however, that upon the
remarketing of all or any portion of the applicable Bank Bonds purchased with amounts drawn under
the Letter of Credit pursuant to such Tender Draw, the amount such Tender Draw shall be
immediately due and owing to the Bank, together with interest thereon at the Bank Rate; and
provided further, that all amounts owed to the Bank pursuant to this Section 2.2 shall be immediately
due and payable in full (i) on the date of delivery to the Trustee of any Substitute Security (as
provided in the Series C Indenture) as a substitution for the Letter of Credit or (ii) at such time as the
Bonds-are-no-longer Qutstanding-or(iii)-on the-date-that-the-amount of the Letter of Credit is
reduced to zero or the Letter of Credit is otherwise terminated prior to the Expiration Date.

(e) The City (by prepayment of Project Financing Payments in accordance with
the terms of the Series C Operating Agreement) may, on not less than one day’s notice, prepay in
whole or part the amount of any Tender Draw, together with the interest accrued with respect to
such amount, to the date of prepayment, by prepaying or arranging for the purchase of the related
Bank Bonds. Any prepayment of less than all outstanding Tender Draws will be applied to the
outstanding Tender Draws in inverse order of maturity, and prepayment of less than all of the
outstanding amount of an Tender Draw will be applied to the Bank Bonds purchased with such
Tender Draw in inverse order of maturity.

) The Bonds purchased with the proceeds of any Tender Draft shall thereupon
become Bank Bonds and shall be registered as directed by the Bank pursuant to the Series C
Indenture, if possible shall be assigned a separate CUSIP number from the Bonds, and shall be
held by the Trustee on behalf of the Bank or as otherwise directed by the Bank. Bank Bonds shall
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be entitled to all rights and privileges of Bonds set forth in the Series C Indenture except that the
principal component represented by such Bank Bonds shall mature, and the interest with respect to
such Bank Bonds shall accrue at the Bank Rate and shall be payable, as set forth in this
Section 2.2.

(9) Interest shall accrue on each advance made pursuant to the principal
component of an Tender Draw and the corresponding Bank Bonds, from the date of the applicable
Tender Draw until the date due hereunder at the Bank Rate and shall be payable monthly in arrears
on the first day of each calendar month following the date of such Tender Draw, and on the date of
remarketing of any such Bank Bonds and on the last day of the Amortization Period. Interest shall
accrue on all amounts due hereunder and on the corresponding Bank Bonds, if any, if not paid when
due, at the Default Rate. Notwithstanding anything herein to the contrary, following the occurrence
and during the continuance of an Event of Default, interest shall accrue on all amounts owing
hereunder and on the corresponding Bank Bonds at the Default Rate and shall be payable on
demand, or if no demand is made, on the first day of each calendar month following the occurrence
of such Event of Default.

(h) If Bank Bonds are not assigned a separate CUSIP but remain in book-entry
form held by DTC, the City (by payment of the interest component of Series C Financing Payments)
shall pay the difference between the Bank Rate and the interest rate then borne by the Bonds to the
Bank as provided in this Section 2.2 and shall pay interest on the principal amount of all outstanding
Bonds, including Bank Bonds, at the interest rate then borne by the Bonds other than Bank Bonds,
to the Trustee for payment to the holders and the Bank through the normal DTC payment
procedures.

Section 2.3. Letter of Credit Fees and Other Payments.

(a) Letter of Credit Fee. The City agrees to pay an annual Letter of Credit fee
equal to (i) the number of percentage points indicated below for the then-current long-term
unenhanced issuer rating or general obligation ratings by Standard & Poor's Rating Service,
Moody’s Investor Service Fitch Ratings on the City’s general obligations multiplied by (ii) the Stated
Amount of the Letter of Credit:

Rating Percentage Points
AAA/Aaa/AAA 1.00%
Al1/A+ 1.20%
A2/A 1.40%
A3/A- 1.60%
BBB+/Baa 1.80%



The fee shall be increased by .20% for each rating downgrade of its unenhanced issuer
rating or general obligation ratings below the City’s current rating of AAA/Aaa/AAA. In the event
that (x) any rating should be withdrawn or suspended for any reason or (y) upon the occurrence of
an Event of Default, the annual fee will be increased by 1.50%.

If either S&P, Fitch or Moody’s shall rate the long-term unenhanced issuer rating or general
obligation credit ratings of the City lower than the other rating agencies, the number of percentage
points used to calculate the fee will be determined by reference to the lowest rating .

The initial Letter of Credit fee shall be due and payable on the Effective Date and shall include the
fees for the period from the Effective Date through December 31, 2009. Thereafter, the Letter of
Credit fee shall be paid quarterly in arrears on the first day of each calendar quarter commencing on
April 1, 2010 (the initial quarterly payment shall include the fees for the period commencing on
January 1, 2010 through March 31, 2010).

(b) Other Fees. In addition, the City shall pay to Bank upon the amendment or
transfer of the Letter of Credit and upon the negotiation of each draft drawn under the Letter of
Credit, fees and charges determined by Bank in accordance with Bank's standard fees and charges
in effect at the time the Letter of Credit is amended or transferred or any draftis paid. The current
fees charged by the Bank are $2,500 for each amendment or transfer of the Letter of Credit plus
Bank counsel fees and $250.00 for each drawing on the Letter of Credit plus a $45.00 wire fee.

(c) Calculation df Fees and Interest. All fees payable under this Agreement
payable under this Agreement shall be calculated on the basis of a 360-day year and actual days
elapsed. All interest shall be calculated on the basis of a 365/366-day year and actual days
elapsed.

(d)  Costs and Expenses. The City shall pay any and all reasonable fees, charges
and expenses, payable or incurred by the Bank in connection with the execution, delivery,
performance and enforcement of this Agreement and the Letter of Credit, including without
limitation, the fees and expenses of counsel to the Bank, together with interest on such amounts
from the date such payment is due until paid at a rate per annum equal to the Default Rate, and
agrees to save the Bank harmless from and against any and all liabilities with respect to or resulting
from any delay in paying or omission to pay such fees and expenses.

(e) Additional Costs. The City will pay the Bank, on.demand, for the Bank's costs
or losses arising from any statute or regulation, or any request or requirement of a regulatory agency
which is applicable to all national banks or a class of all national banks. The costs and losses will
be allocated to the loan in a manner determined by the Bank, using any reasonable method. The
costs include the following:

(i) any reserve or deposit requirements; and

(i) any capital requirements relating to the Bank's assets and
commitments for credit.

(f) Taxes. If any taxes are imposed on any payments made by the City (including
payments under this paragraph) other than ordinary income taxes payable by the Bank, the City will
pay the taxes and will also pay to the Bank, at the time interest is paid, any additional amount which
the Bank specifies as necessary (after taking into account taxes paid by the City pursuant to this
paragraph) to preserve the after-tax yield the Bank would have received if such taxes had not been
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imposed. The City will confirm that it has paid the taxes by giving the Bank official tax receipts (or
notarized copies) within thirty (30) days after the due date.

(9) Payment Office. All payments to be made by the City to the Bank hereunder
or in connection herewith, shall be made at the address of the Bank set forth on the signature page
hereof not later than 1:00 p.m., New York time, on the date due and shall be made in lawful money
of the United States of America and inimmediately available funds. Any amount not received by the
Bank by such time shall be deemed to have been received on the next succeeding Business Day.
All such payments not received on the date due shall bear interest until paymentin full at the Default
Rate.

(h) Obligation Absolute. Subject to the limitations set forth in Section 5.1(r), the
obligations of the City under this Agreement shall be unconditional and irrevocable, and shall be
paid or performed strictly in accordance with the terms of this Agreement under all circumstances
whatsoever, including, without limitation, the following circumstances:

(i) the existence of any claim, set-off, defense or other rights which the
City may have at any time against the Trustee, any beneficiary or any transferee of
the Letter of Credit (or any persons for whom the Trustee, any such beneficiary or
any such transferee may be acting) or the Bank, whether in connection with the
transactions contemplated by this Agreement or any related or unrelated
transactions;

(i) any breach of contract or other dispute between the City, the
Corporation, the Trustee, any beneficiary or any transferee of the Letter of Credit (or
any person for whom the Trustee, any such beneficiary or any such transferee may
be acting), the Bank or any other person;

(iii) any delay, extension of time, renewal, compromise or other
indulgence or modification granted or agreed to by the Bank, with or without notice to
or approval by the City, in respect of any of the City's obligations to the Bank under
this Agreement;

(iv) any certificate, statement or any other document presented under the
Letter of Credit proving to be forged, fraudulent, invalid or insufficient in any respect
or-any-statement-therein-being-untrue-or inaceurate-in any respect, provided that
payment by the Bank under the Letter of Credit against presentation of any such
certificate, statement or document shall not have constituted gross negligence or
willful misconduct of the Bank;

(v) any non-application or misapplication by the Trustee of the proceeds
of any Drawing under the Letter of Credit;

(vi) payment by the Bank under the Letter of Credit against presentation
of a certificate which does not comply with the terms of the Letter of Credit, provided
that such payment by the Bank shall not have constituted gross negligence or willful
misconduct of the Bank; and

(vi)  any other circumstance or happening whatsoever, whether or not
similar to any of the foregoing.



(i) Non-Business Days. If any sum becomes payable pursuant to this
Agreement on a day which is not a Business Day, the date for payment thereof shall be extended,
without penalty, to the next succeeding Business Day, and such extended time shall be included in
the computation of interest and fees.

)] Taxes. All payments made by the City hereunder shall be made free and
clear of and without deduction for any present or future income, stamp or other taxes, levies,
imposts, deductions, charges, fees, withholdings, restrictions or conditions of any nature now or
hereafter imposed, levied, collected, withheld or assessed by any jurisdiction or by any political
subdivision or taxing authority thereof or therein (whether pursuant to United States Federal, state or
local law or foreign law) and all interest, penalties or similar liabilities, excluding taxes on the overall
net income of the Bank (such non-excluded taxes are hereinafter collectively referred to as the
“Taxes"). If the City shall be required by law to deduct or to withhold any Taxes from or in respect of
any amount payable hereunder, (i) the amount so payable shall be increased to the extent
necessary so that after making all required deductions and withholdings (including Taxes on
amounts payable to the Bank pursuant to this sentence) and decreased to give effect to any refunds
or credits received by the Bank so that the Bank receives an amount equal to the sum it would have
received had no such deductions or withholdings been made (ii) the City shall make such
deductions or withholdings and (iii) the City shall pay the full amount deducted or withheld to the
relevant taxation authority in accordance with applicable law. Whenever any Taxes are payable by
the City, as promptly as possible thereafter the City shall send the Bank an official receipt or other
documentation satisfactory to the Bank evidencing payment to such taxation authority.

(k) Maximum Rate. To the extent permitted by law, in the event that a rate of
interest required to be paid by the City under this Agreement shall exceed a maximum rate
established by law, any subsequent reduction in the rate of interest required to be paid by the City
hereunder will not reduce the rate of interest below the maximum rate established by law until the
total amount of interest accrued equals the amount of interest which would have accrued if the rate
of interest required hereunder (without giving effect to this paragraph) had at ali imes been in effect.

Section 2.4. Liability of Bank. Neither the Bank nor any of its officers or directors
shall be liable or responsible for (a) the use which may be made of the Letter of Credit or for any
acts or omissions of the Trustee and any transfer in connection therewith; (b) the validity, sufficiency
or genuineness of documents, or of any endorsement(s) thereon, even if such documents should in
fact prove to be in any or all respects invalid, insufficient, fraudulent or forged; (c) payment by the
Bank-againstpresentation of-documents which-do not comply with theterms-of the Letter of Credit,
including failure of any documents to bear any reference or adequate reference to the Letter of
Credit; or (d) any other circumstances whatsoever in making or failing to make payment under the
Letter of Credit, except only that the City shall have a claim against the Bank, and the Bank shall be
liable to the City, to the extent of any damages suffered by the City by (i) the Bank's willful
misconduct or gross negligence in determining whether documents presented under the Letter of
Credit comply with the terms of the Letter of Credit or (ii) the Bank's willful failure or gross negligence
in failing to pay under the Letter of Credit after the presentation to it by the Trustee of a sight draft
and certificate strictly complying with the terms and conditions of the Letter of Credit. In furtherance
and not in limitation of the foregoing, the Bank may accept documents that appear on their face to
be in order, without responsibility for further investigation, regardless of any notice or information to
the contrary; provided, that if the Bank shall receive written notification from the Trustee and the City
that sufficiently identified (in the opinion of the Bank) documents to be presented to the Bank are not
to be honored, the Bank agrees that it will not honor such documents.

The Bank shall not be liable or responsible in any respect for (i) any error, omission,
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interruption or delay in transmission, dispatch or delivery of any message or advice, however
transmitted, in connection with the Letter of Credit or (i) any action, inaction or omission which may
be taken by itin good faith in connection with the Letter of Credit; provided that the City shall not be
liable or responsible in any respect if such liability or responsibility results from the willful misconduct
or gross negligence of the Bank. The City further agrees that any action taken or omitted by the
Bank under or in connection with the Letter of Credit or the related draft or documents, if done in
good faith without gross negligence, shall be effective against the City as to the rights, duties and
obligations of the Bank and shall not place the Bank under any liability to the City.

Section 2.5. Nature of Obligations of the City. The Obligations hereunder shall not
constitute a general obligation of the City, and shall be secured by and payable solely from the
following (the “Collateral”): (a) the Series C Project Financing Payments; (b) the amounts held in the
funds and accounts established under the Series C Indenture or the Series C Operating Agreement
with respect to the Bonds, other than the Rebate Fund and the Purchase Fund, and all other funds
and accounts with any Collateral or proceeds of any Collateral on deposit therein; and (c) to the
extent not already included in (a) and (b) above, Series C Revenues. The City acknowledges thatin
the Series C Indenture the Authority has pledged and placed a lien on the Collateral to and for the
benefit of the Bank and the Trustee on behalf of the Series C Bondholders. The City hereby
pledges, places a first and prior lien on, assigns and grants a security in its interest, if any, in the
Collateral, to secure the obligations to the Bank under this Agreement and any Bank Bonds. Such
lien is subject to no other liens other than the lien on the Series C Revenues in favor of the Trustee
on behalf of the Series C Bondholders Subject to the limitations set forth in Section 5.1(r), the
obligations of the City under this Agreement to reimburse the Bank for Drawings shall be paid and
performed strictly in accordance with the terms of this Agreement under all circumstances
whatsoever, including, without limitation, the following circumstances:

(@) any lack of validity or enforceability of this Agreement, the Letter of Credit or
any of the Related Documents;

(b) any amendment or waiver of, or any consent to or departure from this
Agreement or any Related Documents;

(c) the existence of any claim, set-off, defense or other rights which the City may
have at any time against the Trustee, any beneficiary or any transferee of the Letter of Credit (or any
person for whom the Trustee, any such beneficiary or any such transferee may be acting), the Bank
or any otherperson,-whether-in-connection with this Agreement;-the-Letter of-Credit, the Related
Documents or any unrelated transaction;

(d) any statement in any certificate or any other document presented under the
Letter of Credit proving to be forged, fraudulent, invalid or insufficient in any respect or any
statement therein being untrue or inaccurate in any respect whatsoever;

(e) payment by the Bank under the Letter of Credit against presentation of a draft
or certificate which does not comply with the terms of the Letter of Credit;

unless any of the foregoing results from the gross negligence or willful misconduct of the Bank.
Section 2.6. Termination. The Letter of Credit may be terminated by the City upon sixty (60) days
written notice to the Bank at any time, including without limitation following the imposition of any

costs and expenses pursuant to Sections 2.3(e) or (f). In the event the City terminates the Letter of
Credit for any reason prior to the second anniversary of the execution and delivery of this
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Reimbursement Agreement, the City shall pay the Bank a fee (the "Termination Fee") in an amount
equal to the letter of credit fee payable pursuant to Section 2.3(a) that would have accrued had this
Reimbursement Agreement been in effect for two full years (less any amounts then paid pursuant to
Section 2.3(a) hereof).

ARTICLE THREE
CONDITIONS PRECEDENT

Section 3.1. Conditions Precedent to Effective Date. The obligation of the Bank to
extend the Expiration Date of the Letter of Credit shall be subject to the fulfillment of the following
conditions precedent, in a manner satisfactory to the Bank and its counsel:

(a) The Bank shall have received an opinion of the City Attorney, in form and
substance satisfactory to the Bank and its counsel,

(b) The Bank shall have received a certificate signed by an Authorized
Representative of the City dated the Effective Date stating that on such date:

(i) the representations and warranties set forth in this Agreementand in
any other certificate, letter, writing or instrument delivered by the City to the Bank
pursuant hereto or in connection herewith, shall be true and correct as of the
Effective Date;

(i) no material adverse change shall have occurred in the condition
(financial or otherwise) of the City prior to the Effective Date;

(i) on the Effective Date no Potential Default or Event of Default shall
have occurred and be continuing;

(iv) there is no lawsuit, tax claim or other dispute pending or threatened
against the City which, if lost, would impair the City's financial condition or ability to
repay the unreimbursed Drawings, except as have been disclosed in writing to the
Bank; and

(v) as of the Effective Date, the Series C Indenture, Series C Operating
Agreement, the Bonds and the other documents executed and delivered in
connection with issuance of the Bonds (collectively, the "Related Documents")
remain in full force and effect, have not been modified in any way since the date of
issuance of the Bonds and no Potential Default or Event of Default has occurred
under the Related Documents.

(c) The Bank shall have received copies of resolutions of the City Council of the
City, certified as of the Effective Date by the City Clerk, authorizing, among other things, the
execution, delivery and performance by the City of this Agreement and authorizing the City to obtain
the extension of the Expiration Date of the Letter of Credit pursuant to this Agreement.

(d) The Bank shall have received a certificate of an Authorized Representative of

the City dated the Effective Date certifying as to the authority, incumbency and specimen signatures
of the Authorized Representative of the City authorized to sign this Agreement and any other
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documents to be delivered by it hereunder and who will be authorized to represent the City in
connection with this Agreement, upon which the Bank may rely until it receives a new such
certificate.

(e) The Bank shall have received copies of the audited financial statements of
the City for the three most recent years for which such statements are available, unaudited financial
statements of the City for any fiscal year for which audited financial statements are unavailable and
a copy of the City's 2009-2010 adopted budget.

) The Bank shall have received a copy of the City investment policy as well as
other information with respect to the City Investment Pool, county investment strategies and related
information as the Bank may request.

(9) Evidence of use and occupancy insurance, general liability and property
damage insurance required to be carried by the Authority pursuant to the Series C Operating
Agreement satisfactory to the Bank.

(h) The Series C Operating Agreement is in full force and effect and no default
has occurred under such agreement.

(i) All other legal matters pertaining to the execution and delivery of this
Agreement, the extension of the Expiration Date of the Letter of Credit shall be reasonably
satisfactory to the Bank and their counsel.

)] Payment of fees and expenses of the Bank and its counsel.
ARTICLE FOUR
REPRESENTATIONS AND WARRANTIES

Section 4.1. Representations and Warranties. In order to induce the Bank to enter
into this Agreement and to extend the Expiration Date of the Letter of Credit as provided for in this
Agreement, the City represents and as of the Effective Date, warrants and covenants with respectto
itself, this Agreement and certain matters:

(a) Existence. The City is a municipal corporation and general law city organized and
existing by virtue of and under the Constitution and the laws of the State of California, has the
requisite power to carry on its present and proposed activities, and has and had full power, right and
authority to enter into this Agreement and the Related Documents to which it is a party and to
perform each and all of the matters and things herein and therein.

(b) Authorization and Validity. The execution, delivery and performance by the City of
this Agreement and the Related Documents to which the City is a party have been duly authorized
by all proper proceedings of the City, and no further approval, authorization or consents are required
by law or otherwise. This Agreement and such Related Documents constitute the legal, valid and
binding obligations of the City enforceable in accordance with their respective terms, subject to
bankruptcy, insolvency, moratorium and other laws affecting creditors’ rights generally and principles
of equity and public policy.

(c) Compliance with Laws and Contracts. Neither the execution and delivery by the City
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of this Agreement nor the consummation of the transactions herein contemplated, nor compliance
with the provisions hereof or thereof will (i) violate any law, rule, regulation, order, writ, judgment,
injunction, decree or award binding on the City or the City’s charter (including but not limited to the
Occupational Safety and Health Act of 1970, the Americans with Disabilities Act of 1990, Regulation
U of the Federal Reserve Board and all Environmental Laws), (ii) result in any material breach of, or
default under the provisions of any material indenture, instrument or agreement to which the City is a
party or is subject, or by which it or its property is bound, or (iii) conflict with or result in the creation
or imposition of any lien pursuant to the terms of any such indenture, instrument or agreement.

(d) Litigation. Except as previously disclosed to the Bank in writing, there is no
action, suit, proceeding, inquiry or investigation at law or in equity or before or by any court,
public board or body pending with service of process accomplished or, to the knowledge of the
City after due inquiry, threatened against or affecting the City or the Series C Revenues (i)
wherein an unfavorable decision, ruling or finding would adversely affect (A) the City’s ability to
perform its obligations under this Agreement and the other Related Documents or (B) the validity
of this Agreement, any of the Related Documents or any other agreement or instrument to which
the City is a party; or (ii) which in any way contests the existence, organization or powers of the
City or the titles of the officers of the City to their respective offices.

(e) No Event of Default. No Potential Default or Event of Default has occurred and is
continuing.

[43] Financial Statements. The audited statements of revenues, expenses and
changes in fund balances and changes in financial position of the City for each of its fiscal years
ended June 30, 2007 and June 30, 2008, including balance sheets as of June 30 of each of said
years, and statements of revenue and expense as of June 30 of each of said years, all
examined and reported on by independent public accountants, prepared by the City, as
heretofore delivered to the Bank correctly and fairly present the financial condition of the City as
of said dates and the results of the operations of the City for each of such periods, respectively,
and have been prepared in accordance with generally accepted accounting principles
consistently applied except as stated in the notes thereto.

(9) Series C Operating Agreement. The Series C Operating Agreement is in full
force and effect. The City has not been granted any waiver, indulgence or postponement of any
of the City’s obligations under the Series C Operating Agreement . There exists no event of
default or-event,-occurrence, condition or act-that-with the-giving of notice;-the lapse of time or
the happening of any further event or condition, would become a default under the Series C
Operating Agreement.

(h) Accurate and Complete Disclosure. All factual information certified by the City in
writing to the Bank (including without limitation all information contained in, or made pursuant to,
this Agreement and the Related Documents to which the City is a party) is, and all other such
factual information hereafter certified by the City in writing to the Bank will be, to the knowledge
of the authorized person making such certification after reasonable inquiry, accurate and
complete in all material respects on the date as of which such information is certified.

(i) Regqulatory Approvals. On the Effective Date, each authorization, consent,
approval, license or formal exemption from or filing, declaration or registration with, any court
governmental agency or regulatory authority (federal, state or local), required in connection with
the City’s execution and delivery of, and performance under, this Agreement and each of the
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Related Documents to which the City is a party has been obtained or made and is in full force
and effect; provided, however, that no representation is made as to State blue sky laws.

)] Other Documents. Each of the Related Documents to which the City is a party is
in full force and effect, and the City hereby makes to the Bank each of the representations and
warranties made by the City therein as if set forth at length herein. None of the Related
Documents has been amended or supplemented except by such amendments or supplements
as have previously been delivered to the Bank.

(k) Prospective Change in Law. To the best knowledge of the City (after due
inquiry), except as otherwise previously disclosed to the Bank in writing, there is no amendment,
or proposed amendment certified for placement on a statewide ballot, to the Constitution of the
State or any published administrative interpretation of the Constitution of the State or any State
law, or any legislation which has passed either house of the State legislature or is under
consideration by any conference or similar committee, or any published judicial decision
interpreting any of the foregoing, the effect of which is to materially adversely affect the ability of
the City to perform its obligations under this Agreement or any of the Related Documents.

)] Tax-Exempt Status. The City has not taken any action or omitted to take any action,
and knows of no action taken or omitted to be taken by any other Person, which action, if taken or
omitted, would adversely affect the exclusion of interest on the Bonds from gross income for Federal
income tax purposes or the exemption of such interest from the State’s personal income tax.

(m)  No Other Defaults. The City is not in default on any debt or financial obligation to any
person or entity in excess of $2,000,000.

(n) No Immunity. The City is subject to liability for damages in contract and in tort in the
manner and to the extent provided by the laws of the State. The City is subject to claims and to suit
for money or damages in connection with or under this Agreement pursuant to and in accordance
with the laws of the State applicable to public entities, including, but not limited to Part 3 of Division
3.6 of Title 1 of the Government Code of the State of California. The City is a “local public entity” as
defined in Section 900.4 of the Government Code of the State of California.

(0) Environmental Matters. Exceptas otherwise previously disclosed to the Bank in writing,
to the City’s knowledge,:

(i) Hazardous Materials have not at any time been generated, used, treated or stored
on, or transported to or from, the Project or any property adjoining or in the vicinity of the
Project.

(i) Hazardous Materials have not at any time been released or disposed of
on the Project or any property adjoining or in the vicinity of the the Project.

(i) The Authority is in compliance with all applicable Environmental Laws and
directives of governmental agencies thereunder with respect to the Project and the
requirements of any permits issued under such Laws with respect to the Project.

(iv) There are no past, pending or threatened Environmental Claims against
the City or any of the Project.

(v) There is no condition or occurrence on the Project or any property
adjoining or in the vicinity of the Project that could be anticipated (x) to form the basis of
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an Environmental Claim against the City or the Project or (y) to cause the Project to be
subject to any restrictions on ownership, occupancy, use or transferability under any
Environmental Law.

(vi) There are not now and never have been any underground storage tanks
located on the Project or any property adjoining or in the vicinity of the Project.

(p) Incorporation by Reference. The representations and warranties of the City
in the Series C Operating Agreement are incorporated by reference into this Agreement.

ARTICLE FIVE
COVENANTS
Section 5.1. Affirmative Covenants. The City covenants and agrees with the Bank
as follows:
(a) Reimbursement. Subject to the limitations set forth in Section 5.1(r), the City

shall reimburse the Bank for any unreimbursed Drawings under the Letter of Credit as required by
Section 2.2.

(b) Notice of Default. As soon as practicable but in any event not more than five (5)
Business Days after an Authorized Representative of the City shall have obtained knowledge of the
occurrence of any Potential Default or an Event of Default provide to the Bank the written statement
of an Authorized City Representative setting forth the details of each such Event of Default or
Potential Event of Default and the action, if any, which the City proposes to take with respect
thereto.

(c) Compliance With Laws. The City shall comply with all laws, rules and regulations,
and with all final orders, writs, judgments, injunctions, decrees or awards to which it may be subject;
provided, however, that the City may contest the validity or application thereof and appeal or
otherwise seek relief therefrom, and exercise any and all of the rights and remedies which it may
have with regard thereto, so long as such acts do not affect the power and authority of the City to
execute and deliver this Agreement, to perform its obligations and pay all amounts payable by it
hereunder, or to perform its obligations under the Related Documents.

(d) Related Obligations. The City shall duly perform each of its obligations under this
Agreement and the other Related Documents. The City shall use its best efforts to cause the
Trustee and the Remarketing Agent at all times to comply with the terms of the Related Documents
to which they are a party.

(e) Inspection Rights. At any reasonable time and from time to time the City shall permit
the Bank or any agents or representatives thereof to examine and make copies of the records and
books of account related to the transactions contemplated by this Agreement and the Related
Documents, to visit its properties and to discuss its affairs, finances and accounts with any of its
officers and independent accountants.

f) Amendments. The City shall not amend, modify, terminate or grant, or permit the
amendment, modification, termination or grant of, any waiver under, or consent to, or permit or suffer
to occur any action or omission which results in, or is equivalent to, an amendment, termination,
modification, or grant of a waiver under the Related Document without the prior written consent of
the Bank; provided that such consent shall not be required if the Bank notifies the City in writing that
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the Bank, in its sole discretion, has determined that any such amendment, modification or waiver
does not affect its rights, duties or obligations.

(9) Official Statement. The City shall not refer to the Bank in any official statement or
make any changes in reference to the Bank in any official statement without the Bank’s prior written
consent thereto, which the Bank shall not unreasonably withhold or delay based upon customary
business practices at the time such consent is requested.

(h) Voluntary Prepayment. Without the prior written consent of the Bank, the City shall
not permit the prepayment pursuant to the Series C Indenture of any Bonds (other than Bank
Bonds) prior to prepaying the Bank Bonds in full.

(i) Certain Notices; Financial Statements. The City shall provide or cause to be
provided to the Bank copies of:

(A) Financial Statements. The City shall provide the following financial information and
statements in form and content acceptable to the Bank, and such additional information as
requested by the Bank from time to time:

(i) Within 270 days of the City's fiscal year end, the City's annual
financial statements as of June 30 of each year, certified and dated by an authorized
financial officer of the City. These financial statements must be audited (with an
unqualified opinion, using the accounting standards then applicable to the City) by a
Certified Public Accountant.

(i) The City shall, promptly upon its approval and upon publication of the
annual budget of the City each year, deliver to the Bank a copy of such budget and
within 90 days after the adoption thereof.

(iii) Promptly, upon sending or receipt, copies of any management letters
and correspondence relating to management letters, sent or received by the City to
or from the City's auditor, or, if no management letter is prepared, a letter from such
auditor stating that no deficiencies were noted that would otherwise be addressed in
a management letter.

(iv) Together with the annual financial statements of the City delivered
pursuant to Section 5.01(i)(A)(i), a compliance certificate as to whether there existed
as of the date of such financial statements and whether there exists as of the date of
the certificate, any Potential Default or Event of Default under this Agreement and, if
any such default exists, specifying the nature thereof and the action the City is taking
and proposes to take with respect thereto.

(v) A copy of the annual report of the City, if any, which is delivered in
accordance with the City’s “continuing disclosure certificate” related to the any lease
obligations or general fund obligations at the time it is delivered thereunder.

(vi) Promptly, notice of any action, suit or proceeding known to it at law or
in equity or by or before any governmental instrumentality, entity or other agency for
any uninsured claim which, if adversely determined, could result in a judgment
against the City of $10,000,000 or more, or would materially and adversely affect the
City’s ability to pay its obligations under this Agreement.
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(B) Promptly, notice of (i) any material dispute which may exist between the City
or the Authority on the one hand and the Remarketing Agent or the Trustee on the other
hand or any dispute in connection with any transaction contemplated under this Agreement
or any Related Document, and (i} any matter or event which may result in a material adverse
change in the City’s ability to pay its obligations under this Agreement.

() Existence. The City shall maintain its legal existence.

(k) Incorporation of Certain Covenants. The covenants of the City set forth in the
Series C Operating Agreement are hereby incorporated by reference in this Agreement for the
benefit of the Bank.

() Liens, etc. The City shall not create or suffer to exist any lien upon or with
respect to any of the Series C Revenues or the security for the Bonds, except for Permitted
Encumbrances.

(m) Insurance. The City shall use it best efforts to enforce the obligation of the
Authority in the Series C Operating Agreement to maintain insurance as to amount, nature and
carrier covering property damage (including loss of use and occupancy) to the Project, public liability
insurance including coverage for contractual liability, product liability and workers' compensation,
and any other insurance which is usual for the City, and in any case shall use it best efforts to
enforce the obligation of the Authority in the Series C Operating Agreement to maintain the
insurance required by Section 4.10 of the Series C Operating Agreement.

(n) Debt Limitation. The City shall not have outstanding or incur any direct or
contingent liabilities or lease obligations (other than the Related Documents and the obligations of
the City to the Bank under this Agreement) with respect to the Series C Revenues, or permit any lien
or encumbrance on the Series C Revenues without the Bank's written consent.

(o) Use of Project. The City shall not discontinue use of the Project, other than as
permitted by Section 3.3 of the Series C Operating Agreement.

(p) Further Assurances. The City shall execute and deliver to the Bank all such
documents, consents and instruments and do all such other acts and things as may be reasonably
necessary or required by the Bank to enable the Bank to exercise and enforce its rights under the
Related’ Documents and the Related Documentsand to realize thereon, and record and file and re-
record and re-file all such documents and instruments, at such time or times, in such manner and at
such place or places, all as may be necessary or required by the Bank to validate, preserve and
protect the position of the Bank under the Related Documents.

Q) Compliance with Laws. The City shall comply, in all material respects, with all
applicable laws, ordinances, rules, regulations, and requirements of governmental authorities except
where the necessity of compliance therewith is contested in good faith by appropriate proceedings,
provided, however, that the foregoing shall not require compliance with any such law, ordinance,
rule, regulation and/or requirement so long as failure to comply shall not have a material adverse
effect on the financial condition of the City and its ability to perform its obligations under this
Agreement and the Related Documents. '

{g) Series C Operating Agreement. The City shall perform all of its obligations under

the Series C Operating Agreement and the other Related Documents, including, without limitation,
its obligation to make annual appropriations for Series C Member Payments as required by Section

-18-



3.2 of the Series C Operating Agreement (without regard to potential Customer Operating
Payments). The Bank acknowledges that the Series C Operating Agreement provides that the
Series C Project Financing Payments and other amounts payable by the City pursuant to the Series
C Operating Agreement are in consideration for the service provided by the Project, and that the
Authority and the City have agreed and determined that the Series C Member Payments (which
includes the Series C Financing Payments constitute the fair market value of the service provided by
the Project. The Bank also acknowledges that Section 5.2 of the Series C Operating Agreement
provides that, notwithstanding anything in the Series C Operating Agreement or Series C Indenture
to the contrary, there shall be no right to accelerate the Series C Member Payments or otherwise
declare any Series C Member payment not then in default to be immediately due and payabile. In the
event that fair market value of the services provided by the Project is not sufficient to make the
payments required pursuant to Section 2.2 or Section 6.1, unpaid payments required by Section 2.2
or Section 6.1 shall be deferred until such time as the fair market value of the service provided by
the Project will support payment of amounts pursuant to Section 2.2 or Section 6.. In the event of
such a deficiency, (1) the City shall, subject to compliance with applicable debt limitations, consider
seeking and utilizing, but shall not be obligated to seek or utilize, additional sources of funds and
propetties legally available to it in order to pay such deficiency and (2) unpaid amounts required by
Section 2.2 or Section 6.1 shall bear interest at the Default Rate. If any Tender Draw is not paid by
its Maturity Date, the City shall utilize its best efforts to take such actions as necessary to convert the
interest rate applicable to the Bonds (including all outstanding Bank Bonds) to a fixed interest rate.

(s) Environmental Covenants. (i) The City will use its best efforts to enforce the
obligations of the Authority pursuant to the Series C Operating Agreement, including the obligation
of the Authority to observe and conform with all valid regulations and requirements of any
governmental authority relative to the operation of the Project or any part thereof.

(i) On the written request of the Bank, at any time and from time to time, the
City will provide, at the City’s sole cost and expense, an environmental site assessment report
concerning the Project, prepared by an environmental consulting firm approved by the Bank,
indicating the presence or absence of Hazardous Materials and the potential cost of any removal
or remedial action in connection with any Hazardous Materials on the Project. If City fails to
provide the same within 15 days of such request the Bank may order the same, and the Bank
may utilize its right of access pursuant to Section 4.6 of the Series C Operating Agreement to
undertake such an assessment; and the cost of such assessment shall be deemed to be an
Additional Payment under the Series C Operating Agreement, and shall be immediately due and
payable on demand and with interest at the Default Rate.

(iv) The City will immediately advise the Bank in writing of any of the following
cxircumstances of which it becomes aware:

(A) Any pending or threatened Environmental Claim against the City or the
Authority with respect to the Project;

(B) Any condition or occurrence on the Project that (A) results in
noncompliance by the Authority with any applicable Environmental Law, or (B) could reasonably
be anticipated to form the basis of an Environmental Claim against the City or the Authority with
respect to the Project;

(C)  Any condition or occurrence on the Project or any property adjoining or in
the vicinity of the Project that could reasonably be anticipated to cause the Project to be subject
to any restrictions on the ownership, occupancy, use, or transferability of the Project under any
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Environmental Law; and

(D) The taking of any removal or remedial action in response to the actual or
alleged presence of any Hazardous Material on the Project or the issuance of any notice to take
any such action by any governmental agency.

All such notices shall describe in reasonable detail the nature of the claim, investigation, condition,
occurrence, or removal or remedial action and the City’s or Authority’s response thereto. In addition,
the City will provide the Bank with copies of all communications that the City receives with any
government or governmental agency relating to Environmental Laws, all communications with any
person relating to Environmental Claims, and such detailed reports of any Environmental Claim as
may be requested by the Bank.

(v) The Bank shall have the right but not the obligation to participate in, as a
party if it so elects, any legal proceeding or action initiated in connection with any Environmental
Claim. Without the Bank’s prior written consent, the City shall not enter into any settlement,
consent, or compromise with respect to any Environmental Claim that might impair the value of
the Bank’s interests under the Series C Operating Agreement; provided, however, that the
Bank’s prior consent shall not be necessary for the City to take any removal or remedial action if
ordered by a court of competent jurisdiction or if the presence of Hazardous Materials at the
Project poses an immediate significant threat to the health, safety, or welfare of any individual or
otherwise requires an immediate removal or remedial response.

The City will use its best efforts to cause the Authority conduct any investigation, study,
sampling, and testing, and undertake any cleanup, removal, remedial, or other action necessary
to remove and clean up all Hazardous Materials from the Project in accordance with the
requirements of all applicable Environmental Laws, to the satisfaction of the Bank, and in
accordance with orders and directives of all governmental authorities.

(vi) The City will will exercise all rights it has under ther Series C Operating
Agreement to cause the Authority to not change or permit to be changed the present use of the
Project unless the City shall have notified the Bank thereof in writing and the Bank shall have
determined, in its sole and absolute discretion, that such change will not result in the presence
of Hazardous Materials on the Project.

()——Amendment of Bank Documents. If-the-City-and-the Bank amend this Agreement or
enter into any other agreements, any covenants additional or more restrictive covenants contained
in such amendments or future credit facilities shall be deemed to be incorporated by reference into
this Agreement.

(v) Investments. The use of leverage or margin with Bond proceeds and invested funds
is prohibited and the City may not, without the prior written consent of the Bank, invest Bond
proceeds or other amounts on deposit with the Trustee in derivatives.

(v) Remarketing Agent. The City shall at all times cause a Remarketing Agent to be in
place, which Remarketing Agent shall be acceptable to the Bank At all times the City shall cause the
Remarketing Agent to remarket Bonds (including, without limitation, Bank Bonds) up to the
Maximum Rate, in accordance with the Remarketing Agreement. The City shall not consent to the
resignation of the Remarketing Agent until a new remarketing agent meeting the requirements set
forth in the Series C Indenture has been duly appointed and has accepted the duties of remarketing
agent. The Bank shall be a third party beneficiary to the Remarketing Agreement.
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(w) Best Efforts. In the event the City does not request an extension of the term of the
Letter of Credit by the date that is180 days prior to the then current Expiration Date or the Bank
denies or fails to respond to a request to extend the term of the Expiration Date, the City shall
use its best efforts to secure a Substitute Security for the Bonds, convert the Bonds to a mode of
interest that does not require credit enhancement, prepay the Bonds or defease the Bonds, in
any case prior to the Expiration Date of the Letter of Credit then in effect.

ARTICLE SIX
DEFAULTS

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

(a) The City shall fail to pay when due any amount payable by the City to the
Bank under this Agreement.

(b) The Bonds or any other Related Document ceases to be valid and binding
against the City or the City repudiates its obligations under this Agreement or any of the Related
Documents.

(c)  The City files a bankruptcy petition or the City makes a general assignment
for the benefit of creditors.

(d) Any judgments or arbitration awards are entered against the City, or the City
enters into any settlement agreements with respect to any litigation or arbitration, in an aggregate
amount of Five Million Dollars ($5,000,000) or more in excess of any insurance coverage, provided
that the insurer has issued a letter of responsibility for payment up to the amount of insurance
coverage.

(e) Any default occurs under any agreement in connection with any credit the
City has obtained from anyone else or which the City has guaranteed in the amount of Five Million
Dollars-($5;000,000)-or-mere-in the-aggregate if the-default consists of failing-to make-a paymen
when due or gives the other lender the right to accelerate the obligation.

i} Any default occurs under the Series C Operating Agreement or any other
Related Document.

(9) The City fails to meet the conditions of, or fails to perform any obligation
under, any term of this Agreement not specifically referred to in this Article, and with respect to any
failure to perform the covenants contained in Section 5.1(b), such default is not cured within thirty
(30) days after the Bank has given the City written notice of such default.

(h) The City has given the Bank false or misleading information or
representations.

(i) The issuer general obligation credit ratings of the City shall fall below A- by
Standard & Poor’s Rating Service or A3 by Moody's Investors Service. If either S&P or Moody’s shall
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rate the issuer general obligation credit ratings of the City lower than the other rating agency, the
default will be determined by reference to the lower rating.

If an Event of Default shall have occurred and be continuing, the Bank may (i) give
notice to the Trustee under the Series C Indenture of the Bank’s election to cause a mandatory
tender of the Bonds because of the occurrence and continuance of an Event of Default under the
Reimbursement Agreement, (i) subject to Section 5.1(r), declare all unpaid amounts drawn under
the Letter of Credit and the corresponding Bank Bonds, together with all interest accrued and unpaid
thereon and all other amounts payable to the Bank hereunder to be immediately due and payable,
without presentment, demand, protest or any notice of any kind or (iii) exercise any and all rights and
remedies available to the Bank under this Agreement or the Series C Indenture, at law or in equity.
Subject to Section 5.1(r),In the event of the occurrence of an Event of Default described in Section
6.1(c), all amounts drawn under the Letter of Credit and the corresponding Bank Bonds, together
with all interest accrued thereon and all other amounts owed to the Bank hereunder shall be
immediately due and payable, without notice to the City and without presentment, demand, protest
or further notice of any kind.

ARTICLE SEVEN
MISCELLANEOUS

Section 7.1. Maodification of this Agreement. No amendment, modification or waiver
of any provision of this Agreement or any other Related Document, and no consent to any departure
by the City therefrom, shall be effective unless the same shall be in writing and signed by the Bank
and no amendment, modification or waiver of any provision of the Letter of Credit shall in any event
be effective unless the same shall be in writing and signed by the Bank. Any such waiver or consent
shall be effective only in the specific instance and for the purpose for which given. No notice to or
demand on the City in any case shall entitle the City to any other or further notice or demand in the
same, similar or other circumstances.

Section 7.2. Successors and Assigns. This Agreement is binding on the City's and
the Bank's successors and assignees. The City agrees that it may not assign this Agreement
without the Bank's prior consent. The Bank may sell participations in or assign this facility, and may
exchange financial information about the City with actual or potential participants or assignees;
provided that such actual or potential participants or assignees shall agree to treat all financial
information-exchanged as-confidential; and-further provided that.under no circumstances with-such
assignment or grant of participations relieve the Bank of its obligations under the Letter of Credit. If
a participation is sold or the loan is assigned, the purchaser will have the right of set-off against the

City.

Section 7.3 Administration Costs. The City shall pay the Bank for all reasonable
costs and expenses incurred by the Bank in connection with the preparation, due diligence,
administration and enforcement of this Agreement and the transactions contemplated by this
Agreement, including without limitation, the reasonable legal fees and expenses of counsel to the
Bank, whether the Letter of Credit is issued or not.

Section 7.4 Attorneys' Fees. The City shall reimburse the Bank for any reasonable
costs and attorneys' fees incurred by the Bank in connection with the enforcement or preservation of
any rights or remedies under this Agreement and any other documents executed in connection with
this Agreement, and in connection with any amendment, waiver, "workout" or restructuring under
this Agreement. In the event of a lawsuit or arbitration proceeding, the prevailing party is entitled to
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recover costs and reasonable attorneys' fees incurred in connection with the lawsuit or arbitration
proceeding, as determined by the court or arbitrator. In the event that any case is commenced by or
against the City under the Bankruptcy Code (Title 11, United States Code) or any similar or
successor statute, the Bank is entitled to recover costs and reasonable attorneys' fees incurred by
the Bank related to the preservation, protection, or enforcement of any rights of the Bank in such a
case. As used in this paragraph, "attorneys' fees" includes the allocated costs of the Bank's in-
house counsel.

Section 7.5 One Agreement. This Agreement and any related security or other
agreements required by this Agreement, collectively:

(a) represent the sum of the understandings and agreements between the Bank
and the City concerning this credit;

(b) replace any prior oral or written agreements between the Bank and the City
concerning this credit; and

(c) are intended by the Bank and the City as the final, complete and exclusive
statement of the terms agreed to by them.

In the event of any conflict between this Agreement and any other agreements required by this
Agreement, this Agreement will prevalil.

Section 7.6. Indemnification. To the extent permitted by law, the City will indemnify
and hold the Bank harmless from any loss, liability, damages, judgments, and costs of any kind
relating to or arising directly or indirectly out of (a) this Agreement or any of the Related Documents,
(b) any credit extended or committed by the Bank to the City hereunder, (¢) any claim, whether well-
founded or otherwise, that there has been a failure to comply with any law regulating the City's
operations, the Bonds or any of the Related Documents, (d) the use storage, presence, disposal or
release of any Hazardous Substances on or about the Project and (e) any litigation or proceeding
related to or arising out of this Agreement, any such document, any such credit, or any such claim.
This indemnity includes but is not limited to attorneys' fees (including the allocated cost of in-house
counsel). This indemnity extends to the Bank, its parent, subsidiaries and all of their directors,
officers, employees, agents, successors, attorneys, and assigns. This indemnity will survive
repayment of the City's obligations to the Bank. All sums due to the Bank hereunder shall be
obligations-of-the-City,-due-and-payable-immediately-without- demand.

Section 7.7. Notices. Unless otherwise provided in this Agreement or in another
agreement between the Bank and the City, all notices required under this Agreement shall be
personally delivered or sent by first class mail, postage prepaid, or by overnight courier, to the
addresses on the signature page of this Agreement, or sent by facsimile to the fax numbers listed on
the signature page, or to such other addresses as the Bank and the City may specify from time to
time in writing. Notices and other communications sent by (a) first class mail shall be deemed
delivered on the earlier of actual receipt or on the fourth business day after deposit in the U.S. mail,
postage prepaid, (b) overnight courier shall be deemed delivered on the next business day, and (c)
telecopy shall be deemed delivered when transmitted.

Section 7.8. Headings. Article and paragraph headings are for reference only and
shall not affect the interpretation or meaning of any provisions of this Agreement.
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Section 7.9. Counterparts. This Agreement may be executed in as many
counterparts as necessary or convenient, and by the different parties on separate counterparts each
of which, when so executed, shall be deemed an original but all such counterparts shall constitute
but one and the same agreement.

Section 7.10. No Waiver; Remedies. No failure on the part of the Bank to exercise,
and no delay in exercising, any right hereunder shall operate as a waiver thereof; nor shall any
single or partial exercise of any right hereunder preclude any other further exercise thereof or the
exercise of any other right. The remedies herein provided are cumulative and not exclusive of any
remedies provided by law.

Section 7.11. Severability. Any provision of this Agreement which is prohibited,
unenforceable or not authorized in any jurisdiction shall, as to such jurisdiction, by ineffective to the
extent of such prohibition, unenforceability or non-authorization without invalidating the remaining
provisions hereof or affecting the validity, enforceability or legality of such provisions in any other
jurisdiction.

Section 7.12. Set-Off. Upon the occurrence and during the continuance of any
Event of Default the Bank is hereby authorized at any time and from time to time, without notice to
the City (any such notice being expressly waived by the City) and to the fullest extent permitted by
law, to set off and apply any and all deposits (general or special, time or demand, provisions or final)
at any time held and other indebtedness at any time owing by the Bank, except in connection with
the Letter of Credit as herein provided, to or for the credit or the account of the City against any and
all of the obligations of the City now or hereafter existing under this Agreement, irrespective of
whether or not the Bank shall have made any demand hereunder and although such obligations
may not have matured.

Section 7.13. Governing Law. This Agreement shall be governed by, and construed
in accordance with, the internal laws of the State of California.

Section 7.14. Amendment and Restatement. This Agreements amends and
restates the Original Agreement and supersedes and replaces the Original Agreement in its entirety
effective as of the Effective Date.
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This Agreement is executed as of the date stated at the top of the first page.

BANK OF AMERICA, N.A.

By

Typed Name: Andy Shin
Title: Vice President

Address where notices to
the Bank are to be sent:

CA9-193-13-17

333 South Hope St., 13" floor
Los Angeles, CA 90071
Facsimile: 213-621-3606
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CITY OF MANHATTAN BEACH

By

Typed Name

Title

Address where notices to
the City are to be sent:

1400 Highland Avenue
Manhattan Beach, CA 90266
Attn: Chief Administrative Officer
Facsimile: 310-802-5001

ATTEST:

By:

Typed Name

City Clerk
APPROVED AS TO FORM:

By:

Typed Name
Title
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Proposal to Provide a Direct Pay Letter of Credit Supporting Variable Rate Demand Bonds to:

City of Manhattan Beach

SUMMARY OF TERMS AND CONDITIONS

ISSUER / OBLIGOR:

ISSUE:

FaciTY:

FACILITY PROVIDER:

FACILITY AMOUNT:

ADDRESS OF BANK:

Website:

CREDIT RATINGS:

Ratings:
Outiook:

FaciLiTy FEES:

(a) Up-Front and
Facility Fee:

(b) Downgrade
Pricing:

{c) Downgrade Pricing
is Cumulative:

(d) Pricing Parity:

Submission date: 10/14/09
City of Manhattan Beach

South Bay Regional Public Communication Authority VRDBs 2001 Series C
(the "Bonds")

Direct pay letter of credit (the “LOC”) providing credit and liquidity support for
the Bonds and issued pursuant to a reimbursement agreement (the
“Reimbursement Agreement” and, together with the LOC, the “Facility”).
Bank of America, NA ("BANA" or the "Bank").

Total of $1,670,000 plus required interest coverage.

Bank of America

hitp://www.bankofamerica.com

Long Term Short Term
Moody’s S&P Fitch Moody’s S&P Fitch
Aa3 A+ A+ P-1 A-1 F1+
Stable Stabie Stable

Term Up-Front Fee Facility Fee
1 Year: Waived 95 bppa.
2 Years: Waived 100 bppa.
3 Years: Waived 110 bppa.

The above pricing is subject to the maintenance of the current ratings assigned
to the long term, unenhanced issuer rating or GO rating (“Parity Debt”). The
Facility Fee will be increased one time per level by: (i) 20 bppa for each rating
downgrade of any Parity Debt below its current ratings of “Aaa” / “AAA” / “AAA”
by any of Moody’s, S&P or Fitch, as applicable, and an additional (i) 150 bppa
should a rating be withdrawn or suspended for any reason, and (iii) 150 bppa
upon the occurrence of an Event of Default as described in the
Reimbursement Agreement.

All such fee increases will be cumulative.

In the event that the Issuer enters into any agreement with another provider of
credit enhancement and/or liquidity in support of bonds or notes of the Issuer

Page 1 0of 8




- B Bankof America _
Summary Terms and Conditions 4{\4'

that are part of the same financing as the Bonds or within two months of the
closing of this transaction and which includes pricing that exceeds or is more
favorable than that provided for herein, including, but not limited to any
increases in such pricing, the pricing terms provided in the Reimbursement
Agreement shall be deemed amended to incorporate the pricing that exceeds
or is more favorable than that agreed to with the Bank, including, but not
limited to, any increases in such pricing.

EXTENSIONS: The Issuer may request an extension in writing of up to 3 years within a time
period no greater than one year and no less than 180 days prior to the
expiration date of the LOC (or less than 120 days in the event that a 1 year
term has been chosen).

The Bank will respond in writing within 60 days of receipt of a written request.
The Bank's determination to accept or reject any such request shall be within
the Bank’s sole and absolute discretion. The failure of the Bank to respond to
a request shall be deemed a denial of a request.

The terms of each extension will be determined by mutual agreement after
such analysis and due diligence as the Bank may require. Should the LOC
not be renewed or should the Issuer fail to request an extension on a timely
basis, the Issuer will covenant to refinance or defease the Bonds or provide a
substitute letter of credit or convert the Bonds to a fixed rate.

OTHER FEES AND EXPENSES:

(a) Bank Counsel: Estimated at $15,000 plus disbursements and capped at $25,000 plus
disbursements.

{b) Bank’s Out-of
Pocket Expenses: $2,000 which will relate primarily to travel expenses, if any.

{c) Termination Fee: Facility Term is 1 Year: If the LOC is terminated within the first year following
its delivery, the Issuer will be required to pay all amounts due the Bank to such
date plus an amount equal to the Facility Fee and all other fees and expenses
due under the Reimbursement Agreement that would have been payable
through the remainder of the first year (a “Termination Fee”).

acility Term is 2 or 3 Years: If the LOC is terminated prior to the end of the 2™
year following its delivery, the Issuer will be required to pay all amounts due
the Bank to such date plus an amount equal to the Facility Fee and all other
fees and expenses due under the Reimbursement Agreement that would have
been payable through the end of the second year (a “Termination Fee"). After
the second anniversary of the LOC'’s delivery, the Facility may be terminated
by the Issuer without any Termination Fee.

(d) Draw Fee: $250 per draw.

(e) Administrative Amendments, transfers, standard waivers or consents: $2,500 plus attorney's
Fees: fees and expenses.

PAYMENT OF FEES AND
EXPENSES:
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(a) Timing/
Computation of
Payments:

{b) Fees and Expenses
Valid for 90 Days:

{(c) Issuer Responsible
For All Fees and
Expenses:

INTEREST RATES:

(a) Base Rate:

(b) Liquidity Rate:

{(c) Term Loan Rate:
(d) Default Rate:
REPAYMENT OF DRAWS:

(a) Credit Draws:

(b) Liquidity Draws:

{c) Term Loans

BankofAmerica _
=4

All fees are non-refundable. Any Upfront Fee, Bank Counsel's fees and
expenses and Bank's Out-of-Pocket Expenses are payable at closing in
immediately available funds.

Summary Terms and Conditions

The Facility Fee is payable quarterly in arrears on the first business day after
the end of the calendar quarter, (i.e., on the first business day of each April,
July, October and January). The Facility Fee is based on the Facility Amount,
calculated on the basis of actual days elapsed and a 360 day year, including
date of issuance and expiration.

Draw Fees are payable monthly in arrears.
Any Termination Fee is payable on the date of the LOC’s termination.

All fees and expenses, including those of Bank Counsel, are subject to
increase if the transaction is not closed within 90 days from the date the Bank
receives the mandate from the Issuer. In addition, the fees and expenses
payable to Bank Counsel may be increased if the security and/or structure of
the transaction changes materially once documentation has commenced.

The Issuer will pay all reasonable costs and expenses associated with the
preparation, due diligence, administration, and closing of all loan
documentation including, without limitation, the legal fees of counsel to the
BANA, regardless of whether or not the Facility is closed. The Issuer will also
pay the expenses of BANA in connection with the enforcement of any loan
documentation.

The greater of: (i) Bank of America’s Prime Rate plus 1.5%,

(ii) the Federal Funds Rate plus 3.0%, and

(iii) 10%
Days 1 - 30: Base Rate.
Days 31 —90: Base Rate plus 1.0%.

Day 91 and thereafter:  Term Loan Rate.

Provided further that at no time shall the Liquidity Rate be less than the rate on
variable rate bonds that are not bank-held bonds.

Base Rate plus 2.00%.

Base Rate plus 3.00%.

Each draw under the LOC to pay scheduled principal and interest on the
Bonds (a “Credit Draw”) is due and payable on the date of the Credit Draw and
will bear interest at the Default Rate.

Each draw under the LOC to pay the purchase price of Bonds that have been
tendered but not remarketed (a “Liquidity Draw”) is due and payable at the end
of the 90 day Liquidity Period and will bear interest at the Liquidity Rate.

Provided that no Event of Default has occurred and is continuing under the
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Reimbursement Agreement and all representations and warranties are true
and correct on or prior to the first to occur of (a) the 91% day immediately
following the date of the related Liquidity Draw and (b) the termination date of
the LOC, the related Liquidity Draw will automatically convert into a Term
Loan.

Summary Terms and Conditions

Each Term Loan will bear interest at the Term Loan Rate and will amortize as
described below.

The principal amount of each Liquidity Draw that does not convert to a Term
Loan will be due and payable immediately and will bear interest at the Default

Rate.
(d) Interest on Interest on each Liquidity Draw and each Term Loan is payable at the Liquidity
Liquidity Draws Rate and the Term Loan Rate, respectively, monthly in arrears, on the first
and Term Loans: business day of each month.

All interest payments are calculated on the basis of the actual number of days
elapsed and a 365/366 day year, as the case may be.

(e) Principal on Term Principal on each Term Loan must be repaid in full by the earlier of: (i) the 3rd
Loans: anniversary from the first day of the Term Loan, (ii) the 3rd anniversary of the
expiration date of the LOC (as in effect on the first day of the Term Loan), (iii)
the date that a substitute letter of credit replaces the LOC and (iv) the date that
the amount of the LOC is permanently reduced to zero or the LOC is
otherwise terminated prior to its expiration date, including the occurrence of an

Event of Default.

Each Term Loan will amortize in equal semi-annual installments.

(f) Optional Each Liquidity Draw and each Term Loan may be prepaid at any time without
Prepayment: penalty.

(g) Clawback The Reimbursement Agreement will include customary interest rate recapture
Amounts: ("clawback”) language allowing the Bank to recover interest in excess of any

maximum interest rate imposed by law.

(h) Event of Defauit: All amounts owed to the Bank become due and payable immediately, as and
o the extent the Bond Documents permit. Interest accrues daily on such
amounts at the Default Rate and is payable on demand.

INCREASED COSTS AND CAPITAL ADEQUACY; TAXES:

If a change in laws, rules, guidelines, accounting principles or regulations (or
their interpretation, implementation or administration) shall occur or be
implemented and shall increase the cost to the Bank, its parent companies or
participants (if any) of issuing or maintaining the LOC or the Reimbursement
Agreement or decrease the return on the Bank's, its parent companies’ or any
of its participants’ capital, or on the capital of the holding company of any
participant, the Bank may increase the Facility Fee by such amount as is
necessary to compensate it, its parent companies or such participant for such
increased costs or decreased return. In addition, the Reimbursement
Agreement shall contain customary provisions providing for all payments to the
Bank to be made free and clear of taxes and other claims and, to the extent
the Issuer is required by law to withhold amounts to the Bank, its parent
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Summary Terms and Conditions %
companies or its participant’s, the Issuer shall be required to gross up those
payments.

UsE OF PROCEEDS: To finance communications project
BOND AMORTIZATION: The bonds will amortize on a level debt service payment schedule not longer

than 30 years from the date of issue.
SECURITY/FINANCIAL COVENANTS:

Annual appropriation of lease payments from general fund

FAIRRENTAL VALUE: The fair rental value of the leased/purchased purchased property must be
sufficient to pay debt service on the Bonds and all parity obligations and shall
be sufficient, in the Bank’s sole determination, to support partial acceleration of
base rental/installment purchase payments needs to pay Liquidity Advances.
in the event that fair rental value is not sufficient to pay debt service on the
Bonds and all parity obligations (including Liquidity Advances), unpaid debt
service and unpaid parity obligations shall be deferred until such time as such
amounts can be paid from base rental/instaliment purchase payments. In the
event of such a deficiency, (1) the Issuer shall, subject to compliance with
applicable debt limitations, consider seeking and utilizing, but shall not be
obligated to seek or utilize, additional sources of funds and properties legally
available to it in order to pay such deficiency and (2) unpaid Liquidity
Advances shall bear interest at the Default Rate. If any Liquidity Advance is
not paid by its Maturity Date, the Issuer shall convert the bears to bear interest
to maturity at a fixed interest rate.

FINANCIAL COVENANTS:

DOCUMENTATION: Documentation will include the LOC and Reimbursement Agreement prepared
by Bank Counsel. The Reimbursement Agreement will include, but not be
limited to, the terms and conditions outlined herein as well as provisions that
are customary and standard with respect to conditions precedent,
representations and warranties, covenants, events of default and remedies
(including acceleration of the Issuer's obligations under the Reimbursement
Agreement, if applicable).

CHOICE OF LAW / JURY TRIAL / VENUE;

(a) Governing Law:

This Proposed Term Sheet, the Reimbursement Agreement, the LOC and any

other documents to which the Bank shall become a party shall be construed

according to the laws of:

(a) the State of New York in so far as they are enforceable against the Bank,
and

(b) the laws of the Issuer’s jurisdiction in so far as they are enforceable
against the Issuer.

(b) Jury Trial: The City agrees to waive a jury trial in any proceeding against the Bank to
the extent permitted by law, and disputes shall be resolved by means of
California’s judicial reference provision (section 638 et seq of the Code of Civil
Procedures)
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(c) Venue:

INDEMNIFICATION:

PARTICIPATIONS:

BANK CONTACTS:

Name:
Title:

Address:

Telephone:
Facsimile:
email:

BANK COUNSEL:

Name:
Address:

Telephone:
Facsimile:
email:

Bank ofAmerica,_}’

o >
Any litigation involving the Bank shall be brought in the appropriate California
state court or federal court located in the Central District of California.

Summary Terms and Conditions

Customary Bank indemnification in all cases except where the Bank is proven
to have been guilty of gross negligence or wiliful misconduct.
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PROPOSED TERMS AND CONDITIONS SUBJECT TO CERTAIN EVENTS:

This Summary of Terms is intended only as an outline of certain of the material terms of the Facility and
does-not-purport-to-summarize-all of-the-conditions;,—covenants;—representations,—warranties and other
provisions that would be contained in definitive documentation for the Facility contemplated hereby. This
Summary of Terms is not a commitment. It represents a willingness on the part of Bank of America to seek
approval to provide the facility amount indicated herein and to consummate a transaction based upon the
terms and conditions outlined in this term sheet and is subject to:

 Final credit approval (see “Credit Process Timeframe” below),

¢ Absence of any material adverse change in the financial condition,
operations or prospects of the Issuer, or in any law, rule or regulation
(or their interpretation or administration), that, in each case, may
adversely affect the consummation of the transaction, to be
determined in the Bank'’s sole discretion,

¢ Such additional due diligence as the Bank may require, and

* Agreement as to all final terms and conditions and satisfactory
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documentation thereof (including satisfactory legal opinions).
CREDIT PROCESS TIMEFRAME:
BANA's credit process is essentially completed.
RESCISSION BY THE BANK:

Bank of America reserves the right to unilaterally rescind part or all of the
proposed terms and conditions herein at any time prior to their acceptance,
which can only be effected by signing and returning this document to the
Bank.

EXPIRATION OF TERMS AND CONDITIONS:

Unless rescinded earlier, consideration of a financing based on the terms and
conditions presented in this term sheet shall automatically expire 14 days from
the date hereof.

The Bank reserves the right to terminate, reduce or otherwise amend its
commitment if the subject transaction is not closed within 90 days of the
receipt of a signed term sheet.

FUTURE MODIFICATIONS:

The terms, conditions, pricing levels and fees (including legal fees and
expenses) cited herein reference the financing and the Facility Amount as
described in this Summary of Preliminary Terms and Conditions and are
subject to revision in the event that (i) the Facility Amount changes, (ii) the
security or transaction structure is modified, (iii) the transaction deviates
materially from what was initially described in the RFP or in conjunction
therewith, (iv) the proposed financing does not close within 90 days of the
receipt by Bank of America of a signed term sheet.

CONFIDENTIALITY: This Summary of Preliminary Terms and Conditions contains confidential and
proprietary structuring and pricing information. Except for disclosure on a
confidential basis to your accountants, attorneys and other professional
advisors retained by you in connection with the Facility or as may be required
by law, the contents of this Summary of Preliminary Terms and Conditions
may not be disclosed in whole or in part to any other person or entity without
our prior written consent, provided that nothing herein shall restrict disclosure
of information relating to the tax structure or tax treatment of the proposed
Facility.

AGREEMENT BY THE ISSUER / OBLIGOR:

The Issuer hereby agrees to engage Bank of America to provide the Facility,
which is the subject hereof, pursuant to the terms and conditions stated herein.

Please evidence your acceptance of the foregoing by signing and returning a
copy of the document to Bank of America.
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ACCEPTED AND AGREED TO:

By: Date:
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EXHIBIT A

CONDITIONS PRECEDENT TO CLOSING:
Standard for facilities of this type, including but not limited to:

e Documentation in form and substance satisfactory to the Bank including, without
limitation, the Reimbursement Agreement and the LOC prepared by Bank Counsel,
Bond Documents prepared by Bond Counsel and other counsel to the transaction and
receipt of opinions of Issuer’s attorney, Bond Counsel and such other legal opinions as
are deemed necessary by the Bank or are customary for a transaction of this type.

+ No material adverse change in the financial condition, operations or prospects of the
Issuer or laws, rules or regulations (or their interpretation or administration) that, in any
case, may adversely affect the consummation of the transaction, as determined in the
sole discretion of the Bank.

+ Receipt of satisfactory financial information, budgets, projections, etc. as requested by
the Bank.

o Receipt and review of the Issuer’s investment policy, guidelines and permitted
investments, which must be satisfactory to the Bank.

e Bring down of representations and warranties, receipt of statement as to compliance
with covenants and of no Event of Default and any other event that, with the passage
of time, the giving of notice, or both, would result in an Event of Default.

+ Certified copies of relevant ordinances, resolutions, agreements, contracts, certificates,
etc.

s Appointment of fiduciary and Remarketing Agent satisfactory to the Bank.

o Evidence satisfactory to the Bank that a CUSIP number has been obtained and
reserved for the Bonds and any Bank Bonds.

s Receipt of letters from the Rating Agencies.
+—Receipt-of-certificate-of compliance-with conditions-precedent.

+ Other conditions precedent as are customary for a financing of the type contemplated,
including payment of fees at closing.

CONDITION TO FUNDING CREDIT AND LiQuIDITY DRAWS:

e Presentation of a properly completed draw certificate on or before the time set forth in
the Reimbursement Agreement and the LOC.

REPRESENTATIONS AND WARRANTIES:
Standard for facilities of this type, including but not limited to:
¢ Issuer duly organized and authorized for such purpose.

+ Enforceability of documents.
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¢ Financial statements correct.

o Status of the debt payable from revenues; security for Bonds and obligations of Issuer
to the Bank under the Facility.

e No further action required.

e Compliance with all applicable laws (including ERISA), rules and regulations and with
established investment policy guidelines.

¢ True and complete disclosure.

¢ No litigation.

e No default.

¢ No sovereign immunity.

¢ No contravention of Regulation U of Federal Reserve Board and local usury laws.

* No proposed legal changes which would adversely affect the Reimbursement
Agreement, the LOC, the Bank Bonds, Bond Documents or the transaction.

e Bankruptcy and insolvency.

¢ Environmental matters.

o Status of fiduciaries and Remarketing Agent.

o Tax-exempt status (if applicable).

* Incorporation of representations and warranties from Bond Documents by reference.

COVENANTS:
Standard for facilities of this type, including but not limited to:

¢ Performance of this and other agreements.

s Further assurances.

e Access to books and records, provision of information reasonably requested and
provision of notices of specified events material to the Issuer's circumstance including,

without limitation, an IRS or SEC inquiry.

o Timely delivery of audited financial statements, certificates, notices, documents, official
statements, etc. ’

e Compliance with other documents, all applicable laws, statutes, acts, rules and
regulations (including ERISA and environmental) and investment policy guidelines.

e No debt may be incurred except as provided in the indenture(s), ordinance(s) or
resolution(s) and as otherwise acceptable to the Bank.
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¢ Any swap termination fees subordinate to the Bonds and the obligations of the Issuer
under the Reimbursement Agreement.

¢ No liens created except as permitted by the indenture, ordinance or resolution and as
otherwise acceptable to the Bank.

¢ No amendment of Bond Documents without the Bank'’s consent.
+ No substitution of Facility, or redemption, defeasance or conversion of all or any
portion of the Bonds, without payment in full of all obligations due and payable to the

Bank and surrender of the LOC to the Bank or unless otherwise consented to by the
Bank.

s Provisions to facilitate payment of all obligations under this transaction to be included
in budget or included,in appropriation request, as and to the extent applicable.

o Incorporation of covenants from Bond Documents.

e More restrictive covenants in other existing or future credit facilities deemed
incorporated in the Reimbursement Agreement.

o Use of proceeds.

e Prohibitions on the use of leverage or margin with bond proceeds and invested funds
and on investments in derivatives.

e Maintenance of tax-exempt status of Bonds, if applicable.
e Waiver of sovereign immunity.
e Protection of security / corrective action.

o Disclosure of any facts which could materially adversely impact the business,
operations, financial condition or obligations of the Issuer.

o Substitution of fiduciaries and Remarketing Agent.

e Customary covenants for transactions of this sort including redemption of Bank Bonds
prior to any other Bonds and delivery of a substitute facility if (i) the Bank declines an
extension or the Issuer fails to request an extension, (ii) the Bank causes a mandatory
purchase of the Bonds following an Event of Default under the Reimbursement
Agreement or (jii) the minimum ratings assigned to Parity Debt are not maintained.

¢ Prohibition on use of the Bank’s name except in the offering circular.

¢ Prohibition on consolidation and merger of Issuer, divestiture or transfer of assets,
change in use of facilities generating the revenues securing the Bonds and change of
accounting standards previously employed by Issuer.

¢ Upon the request of the Bank, the Issuer will immediately use its best efforts to provide
a rating applicable to the Bank Bonds of no less than A3, A- or A- from one of Moody's,
S&P or Fitch, respectively.

REMARKETING AGENT

e The Issuer shall at all times cause a Remarketing Agent to be in place, which
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Remarketing Agent shall be acceptable to the Bank.

e The Issuer will covenant at all times to cause the Remarketing Agent to use its best
efforts to remarket Bonds (including, without limitation, Bank Bonds) up to the
Maximum Rate.

o |If the Remarketing Agent fails to remarket any Bank Bonds for 30 consecutive
calendar days, or otherwise fails to perform its duties under the Remarketing
Agreement, then the Issuer agrees, at the written request of the Bank, to cause the
Remarketing Agent to be replaced with a Remarketing Agent satisfactory to the Bank.

+ The Remarketing Agent must give 60 days written notice prior to resigning.
e The Bank shall be a third party beneficiary of the Remarketing Agreement.
EVENTS OF DEFAULT:
Standard for facilities of this type, including but not limited to:

o Failure of the Issuer to repay a Credit Draw used to pay principal and/or interest due
on the Bonds on the date of the Credit Draw, failure o make timely payments due on
the Bank Bonds or failure to pay any other amount due under the Reimbursement
Agreement after a specified grace period.

o Cross default to other senior or parity debt of Issuer.

e Any material representation or warranty in the Reimbursement Agreement or Bond
Documents is not true when made.

e Covenant default in the Reimbursement Agreement, after any applicable grace
periods.

e Any event of default under the Bond Documents.

o Failure by the Issuer to pay, when due, an uninsured, final and non-appealable
judgment or order of $10,000,000 or more which shall be rendered against the Issuer
and such judgment has not been vacated, discharged, satisfied or stayed by the Issuer
within a reasonable period of time

« Invalidity or unenforceability of payment obligations or security interests provided in the
Reimbursement Agreement, the Bank Bonds or the Bond Documents or those
provisions become null and void, in each case, for any reason.

o Voluntary or involuntary bankruptcy, insolvency, debt moratorium, etc.

o The long term ratings assigned by Moody's, S&P or Fitch to the Issuer's Parity Debt
are withdrawn or suspended for credit-related reasons or reduced below “A3” "A-“/"A-*
(or the equivalent) respectively.
REMEDIES:

The Bank may increase the Facility Fee pursuant to the Reimbursement Agreement and,
subject to the Bond Documents; the Bank may cause the Bonds to become subject to a
mandatory tender, redemption or acceleration.

In addition, the Default Rate will apply to all outstanding obligations of the Issuer to the Bank

following an Event of Default and the Bank may pursue any other remedies to which it is

entitled under the Reimbursement Agreement, the Bank Bonds, the Bond Documents, at law or
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