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AGENDA

REGULAR MEETINGS
OF THE
SANTA FE SPRINGS
PUBLIC FINANCING AUTHORITY
WATER UTILITY AUTHORITY
HOUSING SUCCESSOR
SUCCESSOR AGENCY
AND CITY COUNCIL

December 14, 2017
6:00 P.M.

Council Chambers
11710 Telegraph Road
Santa Fe Springs, CA 90670

William K. Rounds, Mayor
Jay Sarno, Mayor Pro Tem
Richard J. Moore, Councilmember
Juanita Trujillo, Councilmember
Joe Angel Zamora, Councilmember

Public Comment: The public is encouraged to
address City Council on any matter listed on the
agenda or on any other matter within its
jurisdiction. If you wish to address the City Council,
please complete the card that is provided at the
rear entrance to the Council Chambers and hand
the card to the City Clerk or a member of staff. City
Council will hear public comment on items listed
on the agenda during discussion of the matter and
prior to a vote. City Council will hear public
comment on matters not listed on the agenda
during the Oral Communications period.

Pursuant to provisions of the Brown Act, no action
may be taken on a matter unless it is listed on the
agenda, or unless certain emergency or special
circumstances exist. The City Council may direct
staff to investigate and/or schedule certain matters
for consideration at a future City Council meeting.

Americans with Disabilities Act: In compliance
with the ADA, if you need special assistance to
participate in a City meeting or other services
offered by this City, please contact the City Clerk’s
Office. Notification of at least 48 hours prior to the
meeting or time when services are needed will
assist the City staff in assuring that reasonable
arrangements can be made to provide accessibility
to the meeting or service.

Please Note: Staff reports, and supplemental
attachments, are available for inspection at the
office of the City Clerk, City Hall, 11710 E.
Telegraph Road during regular business hours 7:30
a.m. — 5:30 p.m., Monday — Thursday and every
other Friday. Telephone (662) 868-0511.



City of Santa Fe Springs
Regular Meetings December 14, 2017

1. CALL TO ORDER

2. ROLL CALL
Richard J. Moore, Councilmember
Juanita Trujillo, Counciimember
Joe Angel Zamora, Councilmember
Jay Sarno, Mayor Pro Tem
William K. Rounds, Mayor

Consent Agenda items are considered routine matters which may be enacted by one motion and vote.
Any item may be removed from the Consent Agenda and considered separately by the Public
Financing Authority.

Approval of Minutes

a. Minutes of the November 20, 2017, Public Financing Authority Meeting
Recommendation: That the Public Financing Authority approve the minutes as
submitted.

Monthly Reports

b. Monthly Report on the Status of Debt Instruments Issued through the City of Santa
Fe Springs Public Financing Authority (PFA)
Recommendation: That the Public Financing Authority receive and file the report.

4. NEW BUSINESS
a. Resolution PFA-2017-001 — Authorizing Official Actions and Execution of
Documents Related to the Redemption of Its 2005 Water Refunding Revenue
Bonds, Series A
Recommendation: That the Public Financing Authority:
« Approve the attached Resolution No. PFA-2017-002 authorizing official
actions and execution of documents related to the redemption of its 2005
Water Refunding Revenue Bonds, Series A.

5. || CONSENT AGENDA
Consent Agenda items are considered routine matters which may be enacted by one motion and vote.
Any item may be removed from the Consent Agenda and considered separately by the Water Utility
Authority.

Approval of Minutes
a. Minutes of the November 20, 2017 Water Utility Authority Meeting
Recommendation: That the Water Utility Authority:
e Approve the minutes as submitted.
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Monthly Reports
b. Monthly Report on the Status of Debt Instruments Issued through the City of Santa
Fe Springs Water Utility Authority (WUA)
Recommendation: That the Water Ulility Authority:
+ Receive and file the report.

c. Status Update of Water-Related Capital Improvement Projects
Recommendation: That the Water Utility Authority:
¢ Receive and file the report.

NEW BUSINESS
a. Resolution WUA-2017-002 — Approving the Issuance and Delivery of the Sania
Fe Springs Water Uiility Authority 2018 Subordinate Water Revenue Bonds,
Approving a Second Amendment to the Water Enterprise Lease Agreement, an
Indenture of Trust, and a Bond Purchase Contract and Authorizing Official
Actions and Execution of Documents Related Thereto

Recommendation: That the Water Utility Authority:
¢ Approve the proposed financing and adopt the attached Resolution No. WUA-
2017-002 approving the issuance of refunding bonds to refund outstanding
2005 Water Revenue Bonds and the execution of necessary financing
documents.

HOUSING SUCCESSOR

Minutes of the November 9 and November 20 2017 of the Housing Successor Agency.
Recommendation: That the Housing Successor approve the minutes as submitted.

SUCCESSOR AGENCY

'Mmutes of the November 9 and November 20 2017 of the Successor Aqencv
Recommendation: That the Successor Agency approve the minutes as submitted.

_gmycouncnL

CONSENT AGENDA
Consent Agenda items are considered routine matters which may be enacted by one motion and
vote. Any item may be removed from the Consent Agenda and considered separately by the City
Council.

a. Minutes of the November 9 and November 20, 2017 City Council Meetings
Recommendation: That the City Council:
¢ Approve the minutes as submitted.

b. Community Facilities District No. 2002-1 (Bloomfield-Lakeland) — Annual Special
Tax Levy Report for Fiscal Year 2016-17
Recommendation: That the City Council:
e Receive and file the Special Tax Levy Annual Report for Community
Facilities District 2002-1 for Fiscal Year 2016-17.
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10.

11.

12.

City of Santa Fe Springs
Regular Meetings December 14, 2017

C. Community Facilities District No. 2004-1 {Bloomfield-Florence) Annual Special Tax
l.evy Report for Fiscal Year 2016-17
Recommendation: That the City Council:
* Receive and file the Special Tax Levy Annual Report for Community
Facilities District 2004-1 for Fiscal Year 2016-17.

d. Reclassification of Full-Time Position and Creation of New Part-Time (non-
benefitted) position
Recommendation: That the City Council
o Eliminate one Full-time Public Relations Specialist position in the City
Manager's Office
¢ Reclassify one Full-time Administrative Clerk |l position (in the City Manager's
Office) to Secretary to the City Manager and City Council;
o Create one Part-time Public Affairs Intern Position in the City Manager's
Office
« Adopt a revised Citywide Salary Schedule inclusive of the above personnel
actions.

e. Approval of Resolution No. 9566 — A Resolution of the City Council of the City of
Santa Fe Springs Setting the Monthly Amount of Reimbursement for Use of Private
Vehicles
Recommendation: That the City Council:

» Approve Resolution No. 9566.

MAYOR REQUESTED ITEM
Consider Adding a Traffic Enforcement Officer Detail on a Six Months Pilot Basis
Recommendation: That the City Council:

o Consider adding a Whittier Police Officer overtime detail for traffic
enforcement, Monday through Friday (20 to 40 hours per week), on a six
month pilot basis.

» Direct staff to develop the costs of labor and equipment for this detail.

« Direct staff to bring this matter back to the City Council on a future agenda for
final consideration.

COUNCIL MEMBER REQUESTED ITEM
Annual City-Wide Yard Sale
Recommendation: That the City Council:
« Discuss and consider an annual Community Yard Sale.

PUBLIC HEARING

Alcohol Sales Conditional Use Permit Case No. 73

A request for approval of Alcohol Sales Conditional Use Permit Case No. 73 to allow
the operation and maintenance of an alcoholic beverage use involving the wholesale
distribution of wine, at Bronco Wine Company, located within the Heavy Manufacturing
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(M-2) Zone at 9911 Romandel Avenue. (Bronco Wine Company)
Recommendation: That the City Council:

e Open the Public Hearing and receive any comments from the public
regarding Alcohol Sales Conditional Use Permit Case No. 73, and
thereafter close the Public Hearing.

» Approve Alcohol Sales Conditional Use Permit Case No. 73 subject to
the conditions of approval contained within this report.

PUBLIC HEARING

13. [| Resolution No. 9567 — Approving the issuance of revenue bonds by the California
Municipal Finance Authority (CMFA) for the benefit of Pioneer Gardens Venture LP
{Borrower), or a partnership created by MRK Partners (Developer) for the acquisition,
rehabilitation, improvement and equipping of a 141-unit multifamily rental housing
project located at 11011 Cultura Street, Santa Fe Springs, generally known as Pioneer
Gardens and located in the R-3-PD, Multiple-Family Residential-Planned Development
Overlay, Zone

Recommendation: That the City Council:

e Open the Public Hearing and receive any comments from the public
regarding the City the issuance of revenue bonds by the CMFA for the
benefit of Pioneer Gardens Venture LP (Borrower), or a partnership
created by MRK Partners (Developer) for the acquisition, rehabilitation,
improvement and equipping of a 141-unit multifamily rental housing
project located at 11011 Cultura Street, Santa Fe Springs, generally
known as Pioneer Gardens.

« Conduct the Public Hearing under the requirements of the Tax and Equity
Fiscal Responsibility Act (TEFRA) and the Internal Revenue Code of
1986, as amended (the Code).

e Adopt Resolution 9567, approving the issuance of the Bonds by the
CMFA for the benefit of Pioneer Gardens Venture LP (Borrower), or a
partnership created by MRK Partners (Developer) for the acquisition,
rehabilitation, improvement and equipping of a 141-unit multifamily rental
housing project located at 11011 Cultura Street, Santa Fe Springs,
generally known as Pioneer Gardens, such adoption is solely for the
purposes of satisfying the requirements of TEFRA, the Code and the
California Government Code Section 6500 {and following)

e Authorize the Mayor of designee thereof to execute the Agreement
Regarding TEFRA Hearing.

OLD BUSINESS
14. || Procedure for Approving and/or Denying Claims Brought Against the City
Recommendation: That the City Council:
s Adopt Resolution No. 8562 of the City Council of the City of Santa Fe
Springs establishing a policy which delegates to the California Joint Powers
Insurance Authority responsibility for handling claims in the amount of
$10,000 or less as authorized by Government Code Section 910 ef. seq.
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15.

16.

17.

18.

19.

20.

NEW BUSINESS
Resolution No. 9563 — Approving Use of Senate Bill 1 Funds for Greenleaf Avenue
Rehabilitation Project
Recommendation: That the City Council:
o Adopt Resolution No. 9563 approving the Greenleaf Avenue Rehabilitation
Project to be partially funded by Senate Bill 1-The Road Repair and
Accountability Act; and
o Authorize the Director of Public Works to submit an application to the
California Transportation Commission for Road Maintenance and
Rehabilitation Account (RMRA) funds.

Renewal and Approval of Use Agreement for Athletic Fields and Facilities with Santa Fe
Springs 49ers Youth Football Sport Organization and Other Field Use Updates
Recommendation: That the City Council:
« Renew and approve the Use Agreement for Athletic Fields and Facilities
with the Santa Fe Springs 49ers Youth Football sport organization.

Consideration of Second Extension of an Exclusive Negotiating Agreement By and
Between the City of Santa Fe Springs and SFS Hospitality, LLC for Development of a
Hotel or Hotels within the City of Santa Fe Springs
Recommendation: That the City Council:
e Authorize the Mayor or designee thereof, to execute all documents and take
any actions necessary and appropriate to extend, for an additional 210
days, the Exclusive Negotiating Agreement with SFS Hospitality, LLC for
Development of a Hote! or Hotels within the City of Santa Fe Springs.

Authorize the Purchase of Two (2) 2018 Altec Aerial Utility Vehicles
Recommendation: That the City Council:
e Authorize the Director of Purchasing Services to purchase two (2) 2018
Altec Aerial utility vehicles from Altec Industries, Inc. utilizing the National
Joint Powers Alliance (NJPA) cooperative contract number 031014-ALT,
and authorize a purchase order to be issued in the amount of $211,861 for
this transaction.

Clarke Estate Windows/Door Frame Restoration Project — Additional Appropriation
Recommendation: That the City Council:
¢ Approve appropriation funds of $52,000 from the Bond Funded Capital
Improvement Projects Fund to Activity No. 455-397-8032 to complete
installation of the Clarke Estate Windows/Door Frames; and
» Authorize the Director of Public Works to complete installation of the new
Clarke Estate windows/door frames with City forces.

Snake Basket Fountain — Review Security Options
Recommendation: That the City Council:
« Evaluate Snake Basket Fountain security options reviewed by the Heritage
Arts Advisory Committee (HAAC);
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21.

22,

23.

24.

25.

26.

27.

28.

29.
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e Approve a security option for the Snake Basket Fountain;

s Approve an appropriation from the Art Fund; and

» Authorize the Director of Public Works to install the approved security option
for the Snake Basket Fountain.

Adoption of Resolution No. 9564 — Authorizing the Library Services Division Director to
accept and administer the California State Library “Libraries llluminated” Grant
Recommendation: That the City Council:
e Approves Resolution No. 9564 authorizing the Library Services Division
Director in the Department of Community Services to accept and administer
the California State Library “Libraries llluminated” grant.

Appointment_of Representatives to the Greater Los Angeles County Vector Control
District Board of Trustees
Recommendation: That the City Council:
e Appoint a Trustee to the Greater Los Angeles County Vector Control District
Board of Trustees to serve as the City’'s representative for a 2 or a 4 year
term commencing on January 1, 2018.

Resolution 9565 — Approving the Issuance and Delivery of the Santa Fe Springs Water
Utility Authority 2018 Subordinate Water Revenue Bonds, Approving a Second
Amendment to the Water Enterprise Lease Agreement, an Indenture of Trust, and a Bond
Purchase Contract and Authorizing Official Actions and Execution of Documents Related
Thereto
Recommendation: That the City Council:
» Approve the proposed financing and adopt the attached Resolution 9565
approving the issuance of refunding bonds to refund outstanding 2005
Water Revenue Bonds and the execution of necessary financing
documents.

INVOCATION
PLEDGE OF ALLEGIANCE

INTRODUCTIONS
¢ Representatives from the Chamber of Commerce

ANNOUNCEMENTS
CITY MANAGER’S AND EXECUTIVE TEAM REPORTS

PRESENTATIONS
a. Presentation from Assembly Majority Leader lan Calderon — Legislative Update

7




City of Santa Fe Springs
Regular Meetings December 14, 2017

30.

31.

32,

b. Recognition of the Santa Fe Springs Cali Kings for Winning the Xtreme Diamond State
Championship.

c. Appointment to Fire Chief Brent Hayward

d. Presentation to Retiring Fire Chief Mike Crook

APPOINTMENTS TO BOARDS, COMMITTEES, COMMISSIONS
a. Committee Appointments

ORAL COMMUNICATIONS
This is the time when comments may be made by interested persons on matters not on the
agenda having to do with City business.

ADJOURNMENT

I hereby certify under penalty of perjury under the laws of the State of California, that the foregoing
agenda was posted at the following locations; Santa Fe Springs City Hall, 11710 Telegraph Road;
Santa Fe Springs City Library, 11700 Telegraph Road; and the Town Center Plaza (Kiosk), 11740
Telegraph Road, not less than 72 hours prior to the meeting.

December 8, 2017

e?/et Martinez, CMC Date
ity Clerk
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City of Santa Fe Springs

Public Financing Authority Meeting December 14, 2017

CONSENT AGENDA
Monthly Report on the Status of Debt Instruments Issued through the City of Santa Fe
Springs Public Financing Authority (PFA)

RECOMMENDATION
That the Public Financing Authority receive and file the report.

BACKGROUND

The Santa Fe Springs Public Financing Authority (PFA) is a City entity that has periodically
issued debt for the benefit of the Santa Fe Springs community. The following is a brief
status report on the debt instruments currently outstanding that were issued through the

PFA.

Water Revenue Bonds, 2005 Series A

Financing proceeds available for appropriation at 11/30/17 None
Outstanding principal at 11/30/17 $1,960,000
Consolidated Redevelopment Project 2006-A Tax Allocation Bonds

Financing proceeds available for appropriation at 11/30/17 None
Outstanding principal at 11/30/17 $36,986,736
Consolidated Redevelopment Project 2007-A Tax Allocation Refunding Bonds

Financing proceeds available for appropriation at 11/30/17 None
Outstanding principal at 11/30/17 $24,945,000

Bond Repayment

The City budget includes sufficient appropriations and adequate revenues are expected to
be collected to meet the debt service obligations associated with the 2005 Water Revenue
Bonds.

The former Community Development Commission (CDC) issued a number of tax allocation
bonds before it was dissolved by State law effective February 1, 2012 which are
administered by the City acting as Successor Agency under the oversight of the appointed
Oversight Board. The Successor Agency no longer receives tax increment. Instead,
distributions from the Redevelopment Property Tax Trust Fund (RPTTF) are received
based on approved obligations. It is anticipated that sufficient allocations from the RPTTF
will continue to be made to the Successor Agency to meet ongoing debt service
obligations.

Report Submitted By: Travis Hickey Date of Report: December 8, 2017
Finance and Administrative Services
ITEM NO. 3B
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Unspent Bond Proceeds

Under an approved Bond Expenditure Agreement, unspent bond proceeds of the former
CDC in the amount of approximately $19 million were transferred to the City in July 2014.
The funds are to be spent in accordance with the original bond documents. The unspent
proceeds continue to be a source of funding within the City's capital improvement program
(CIP).

2016 Bond Refunding

In July 2016 the Successor Agency issued its 2016 Tax Allocation Refunding Bonds, which
paid off several bond issuances of the former CDC. The bonds were originally issued
through the Public Financing Authority and included the 2001 Series A, 2002 Series A,
2003 Series A, the current interest portion of the 2006 Series A, and 2006 Series B bond

issuances.

Report Submitted By: Travis Hickey Date of Report: December 6, 2017
Finance and Administrative Services
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”‘uu;rl" > NEW BUSINESS

_ Resolution PFA-2017-002 — Authorizing Official Actions and Execution of Documents
' Related to the Redemption of Its 2005 Water Refunding Revenue Bonds, Series A

; RECOMMENDATION
‘ It is recommended that the Santa Fe Springs Public Financing Authority (the “Public
|

Financing Authority”) approve the attached Resolution PFA-2017-002 authorizing
official actions and execution of documents related to the redemption of its 2005
Water Refunding Revenue Bonds, Series A.

BACKGROUND

On November 15, 2017 Staff met with the City Council Finance Subcommittee
(consisting of Mayor Pro Tem Sarno and Councilmember Moore) to review the status
of the Water Utility’s outstanding bonds, including the potential to refund (i.e. refinance)
one of the outstanding bond issuances and achieve over $40,000 in average savings
per year for the next nine years. The Subcommittee recommended the proposed
refunding for City Council consideration.

The City of Santa Fe Springs previously financed improvements to the City’s water
system in 1996 with the issuance of $4,170,000 Santa Fe Springs Public Financing
Authority Water Revenue Bonds, Series A (the "1996 Bonds"). In 2005, the Public
Financing Authority issued $3,705,000 of Water Revenue Refunding Bonds (the “2005
Bonds”) to refund the 1996 Bonds. The 2005 Bonds are secured by the payments due
from the City to the Public Financing Authority under an Installment Sale Agreement
(the “2005 Installment Sale Agreement”).

The proposed transaction includes issuing approximately $1,800,000 in bonds to refund
the currently outstanding principal of the 2005 Bonds in the amount of $1,960,000. The
2005 Bonds accrue interest at annual rates ranging from 4.375% to 5.00%, with
average annual debt service payments of approximately $264,400 through May 1,
2026.

Based on current market interest rates, the City can generate a total debt service

savings of approximately $392,380 (after subtracting refinancing costs) by refunding
. the 2005 Bonds with the proceeds of a new bond issuance, the Santa Fe Springs Water
!' Utility Authority 2018 Subordinate Water Revenue Bonds (the “2018 Bonds”). The City
' recently received bids from interested lenders on the 2018 Bonds, and the bidder being

recommended (Opus Bank) has committed to an annual interest rate of 2.39%.

' Report Submitted By: Jose Gomez and Travis Hickey Date of Report: December 8, 2017
i Finance and Administrative Services

| ITEM NO. 4A
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" The new average annual payments (commencing with a semi-annual payment due May
1, 2018) will be $220,800, resulting in average annual savings to the City’s water
enterprise of approximately $43,600 per year over the next nine years.

DISCUSSION

Interest rates are currently at historic lows. The 2005 Bonds are all currently callable
on any date with no premium due and are eligible to be refunded with the 2018 Bonds,
which would result in an aggregate debt service savings of approximately $392,380.
The current maturity date of the Bonds would not be extended by this refinancing.

Through municipal bond market analysis, and bidding of indicative rates from banks,
Staff has determined a private placement is the best financial structure for this
transaction, as opposed to a public offering.

Public Offering — A public offering is the sale of bonds, through an underwriter in the
open market to any type of investor. The securities are required to be sold in
connection with the preparation of an official statement detailing a variety of information
about the issuer and security for repayment of the bonds. These bonds typically require
a debt service reserve fund to be held by the trustee and/or the purchase of a surety
bond policy. Issuance costs can be significantly higher than a private placement due to
underwriter's costs, additional professional fees and costs of rating agencies.

Private Placement — A private placement is the sale of bonds, through a placement
agent, to one or a small number of select investors, usually large banks, mutual funds,
insurance companies, and pension funds. Since a private placement is offered to a
few select investors, the preparation of an official statement is not required, and in many
cases, the funding of a debt service reserve or purchase of a surety bond policy is not
necessary. Usually, issuance costs are significantly less than a public offering.

In general, private placement transactions tend to make more sense for smaller bond
issuances and when the final maturity is shorter (i.e. less than 10 years). Conversely,
public offerings are more attractive for longer terms (i.e. 30 years) and larger amounts.

Through the bidding process, the City received four (4) placement proposals, with the
lowest indicative rate from Opus Bank. The tax-exempt rate is subject to daily
adjustments based on a formula tied to the 3-Year Treasury rate with the City able to
lock in the rate before closing. Because the market has shown recent volatility and
municipal market rates are subject to daily adjustments, and to ensure the City
manages market risk, the City's finance team recommends pursuing the private
placement structure so that a rate can be locked in several weeks prior to closing.
Attached to this report are the summary rate proposals from bidding banks.

The savings analysis (attached to this report) shows a Net Present Value ("NPV")

Report Submitted By: Jose Gomez and Travis Hickey Date of Report: December 7, 2017

Finance and Administrative Services
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savings of the proposed refunding of 3.9%, exceeding the recommended minimum

threshold of 3% recommended by the Government Finance Officers Association
(“GFOA") and in compliance with the City's Debt Issuance Policy.

DOCUMENTS TO BE APPROVED

The next step in the refinancing process is the approval of the City, Public Financing
Authority, and Water Utility Authority Resolutions, which authorize and direct the
execution of certain legal and financing documents, the issuance of the 2018 Bonds,
the redemption of the 2005 Bonds, and the prepayment of the 2005 Installment Sale
Agreement. The following documents are approved by the proposed Resolutions and
are attached in draft form to this report.

o Indenture of Trust — This document contains the terms of the 2018 Bonds, including
payment and redemption provisions, pledge of net revenues to pay the 2018 Bonds,
rights and duties of the trustee, remedies upon a default in the payment of the 2018
Bonds, and final discharge of the 2018 Bonds and other related matters.

¢ Second Amendment to Water Enterprise Lease Agreement — This document
contains modifications to the definitions and terms contained in the Water Enterprise
lease Agreement between the City of Santa Fe Springs and the Water Ultility
Authority.

» Irrevocable Refunding Instructions — This document is an instruction from the City
and Public Financing Authority to the trustee for the 2005 Bonds with respect to the
deposit and application of funds (including 2018 Bond proceeds) to defease and
redeem the 2005 Bonds.

o Bond Purchase Contract - One or more bond purchase contracts will be entered
into with the purchaser(s) of the 2018 Bonds. The bond purchase contract details
the conditions under which the purchasers will buy the 2018 Bonds.

e Placement Agent Agreement — This document contains the terms and conditions
under which the Placement Agent agrees to locate a purchaser for the purchase
and delivery of the 2018 Bonds, consistent with the terms of the Indenture.

Based on a preliminary schedule, it is anticipated that the Proposed 2018 Bonds would
close by early January 2018, at which time a redemption notice would be issued to fully
redeem the refunded bonds.

The Successor Agency's financing team of Urban Futures, Inc. as independent
municipal advisor and fiscal consultants, Jones Hall, a Professional Corporation, as
bond and disclosure counsel, Stifel, Nicolaus & Company, Incorporated, as placement
agent, and US Bank National Association, as trustee, are proposed. The related fees

Report Submitted By: Jose Gomez and Travis Hickey Date of Report: December 7, 2017

Finance and Administrative Services
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" for all firms are payable only upon completion of the financing. The estimated costs of
issuance are attached to this report.

FISCAL IMPACT

The proposed 2018 Bonds will generate an estimated total debt service savings of
$392,380 net of all costs of issuance. The average annual savings are approximately
$43,600 per year for the next nine years. The term of the 2018 Bonds will not exceed
the existing term of the 2005 Bonds, and overall debt service will be reduced in each
year until 2026, when the 2018 Bonds will be completely repaid.

The source of repayment of the 2018 Bonds would be limited to Water Enterprise net
revenues (after payment of operation and maintenance costs) and would not be a debt
of the City's General Fund.

"" OWQ(/{/ e

pterim City Manager

Attachments:

Resolution 9565 of the City Council of the City of Santa Fe Springs;
Resolution WUA-2017-002 of the Water Utility Authority;
Resolution PFA-2017-002 of the Public Financing Authority;
indenture of Trust;

Second Amendment to Water Enterprise L.ease Agreement,
Irrevocable Refunding Instructions;

Bond Purchase Contract;

Placement Agent Agreement;

Savings Analysis;

Bid Summary; and

Estimated Costs of Issuance.

Report Submitted By: Jose Gomez and Travis Hickey Date of Report: December 7, 2017
Finance and Administrative Services
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City of Santa Fe Springs

Water Utility Authority Meeting December 14, 2017

CONSENT AGENDA
Monthly Report on the Status of Debt Instruments Issued through the City of Santa Fe

Springs Water Utility Authority (WUA)

RECOMMENDATION
That the Water Utility Authority receive and file the report.

BACKGROUND

The Santa Fe Springs Water Utility Authority (WUA) is a City entity that has issued debt
for the benefit of the Santa Fe Springs community. The following is a brief status report
on the debt instruments currently outstanding that were issued through the WUA.

Water Revenue Bonds, 2013
Financing proceeds available for appropriation at 11/30/17 None
Outstanding principal at 11/30/17 $6,890,000

In May 2013 the Water Utility Authority issued the 2013 Water Revenue Bonds in the
amount of $6,890,000. The bonds refunded the existing 2003 Water Revenue Bonds
(issued through the Public Financing Authority) and provided additional funds for water
improvement projects in the amount of $2,134,339. The funds were restricted for use on
water system improvements. In August 2013 the Water Utility Authority Board appropriated
the proceeds for the Equipping Water Well No. 12 Project and all proceeds were since
used on this project.

The City budget includes sufficient appropriations and adequate revenues are expected to
be collected to meet the debt service obligations associated with the 2013 Water Revenue
Bonds.

The WUA was formed in June of 2009. Water revenue bonds issued prior to this date
were issued through the City of Santa Fe Springs Public Financing Authority.

aterim City Manager/Executive Director

Report Submitted By: Travis Hickey Date of Report: December 6, 2017
Finance and Administrative Services ITEM NO. 5B
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CONSENT AGENDA
[ Status Update of Water-Related Capital Improvement Projects

RECOMMENDATION
That the Water Utility Authority receive and file the report.

| BACKGROUND
\ This report is for informational purposes only. The following is a listing of current
active water projects.

Interstate 5 Freeway Widening Water Main Relocation for the Florence
Avenue Segment (Phase Il)

At the April 13, 2017 City Council Meeting a contract was awarded to G.J. Gentry
(Gentry) of Upland in the amount of $647,390.00 to perform water main line work
in conjunction with the 1-5 Freeway Widening Project. Gentry are currently waiting
for Caltrans to set a date for remobilization to complete the portion of the Florence
Phase Il project located east of the I-605 Freeway.

Interstate 5 Freeway Widening Water Main Relocation for the Valley View
Segment

City Water Staff have been inspecting the installation of 12 and 8 inch Ductile lron
water main during the Valley View Phase of the I-5 Widening Project. Water main
line work on this segment is near completion along with pressure testing and
bacteriological sampling.

INFRASTRUCTURE IMPACT
The installation of new water mains due to the I-5 widening project will update and
extend the service life of pipelines serving the City’'s water system.

FISCAL IMPACT
The I-5 Florence Water Main Relocation Phase Il, and thg Valley View Water Main
Relocation Project is funded through State Utility Agreements.

m Executive Director
Attachments:
None

Report Submitted By: Noe Negrete, Director 7Date of Report: November 21, 2017
Department of Public Works

ITEM NO. §C
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Resolution WUA-2017-002 — Approving the Issuance and Delivery of the Santa Fe
Springs Water Utility Authority 2018 Subordinate Water Revenue Bonds, Approving a
Second Amendment to the Water Enterprise Lease Agreement, an Indenture of Trust,
and a Bond Purchase Contract and Authorizing Official Actions and Execution of
Documents Related Thereto

RECOMMENDATION
It is recommended that the Board of Directors of the Santa Fe Springs Water Utility
Authority (the “Water Utility Authority”) approve the proposed financing and adopt the
attached Resolution WUA-2017-002 approving the issuance of refunding bonds to
refund outstanding 2005 Water Revenue Bonds and the execution of necessary
financing documents.

BACKGROUND

On November 15, 2017 Staff met with the City Council Finance Subcommittee
(consisting of Mayor Pro Tem Sarno and Councilmember Moore) to review the status
of the Water Utility’s outstanding bonds, including the potential to refund (i.e. refinance)
one of the outstanding bond issuances and achieve over $40,000 in average savings
per year for the next nine years. The Subcommittee recommended the proposed
refunding for City Council consideration.

The City of Santa Fe Springs previously financed improvements to the City’'s water
system in 1996 with the issuance of $4,170,000 Santa Fe Springs Public Financing
Authority Water Revenue Bonds, Series A (the "1996 Bonds"). In 2005, the Public
Financing Authority issued $3,705,000 of Water Revenue Refunding Bonds (the “2005
Bonds”) to refund the 1996 Bonds. The 2005 Bonds are secured by the payments due
from the City to the Public Financing Authority under an Installment Sale Agreement
(the “2005 Installment Sale Agreement”).

The proposed transaction includes issuing approximately $1,800,000 in bonds to refund
the currently outstanding principal of the 2005 Bonds in the amount of $1,960,000. The
2005 Bonds accrue interest at annual rates ranging from 4.375% to 5.00%, with
| average annual debt service payments of approximately $264,400 through May 1,
| 2026.

Based on current market interest rates, the City can generate a total debt service
savings of approximately $392,380 (after subtracting refinancing costs) by refunding
the 2005 Bonds with the proceeds of a new bond issuance, the Santa Fe Springs Water
Utility Authority 2018 Subordinate Water Revenue Bonds (the “2018 Bonds”).
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'. The City recently received bids from interested lenders on the 2018 Bonds, and the
bidder being recommended (Opus Bank) has committed to an annual interest rate of
2.39%.

The new average annual payments (commencing with a semi-annual payment due May
1, 2018) will be $220,800, resulting in average annual savings to the City's water
enterprise of approximately $43,600 per year over the next nine years.

DISCUSSION

Interest rates are currently at historic lows. The 2005 Bonds are all currently callable
on any date with no premium due and are eligible to be refunded with the 2018 Bonds,
which would result in an aggregate debt service savings of approximately $392,380.
The current maturity date of the Bonds would not be extended by this refinancing.

Through municipal bond market analysis, and bidding of indicative rates from banks,
Staff has determined a private placement is the best financial structure for this
transaction, as opposed to a public offering.

Public Offering — A public offering is the sale of bonds, through an underwriter in the
open market to any type of investor. The securities are required to be sold in
connection with the preparation of an official statement detailing a variety of information
about the issuer and security for repayment of the bonds. These bonds typically require
a debt service reserve fund to be held by the trustee and/or the purchase of a surety
bond palicy. Issuance costs can be significantly higher than a private placement due to
underwriter's costs, additional professional fees and costs of rating agencies.

Private Placement — A private placement is the sale of bonds, through a placement
agent, to one or a small number of select investors, usually large banks, mutual funds,
insurance companies, and pension funds. Since a private placement is offered to a
few select investors, the preparation of an official statement is not required, and in many
cases, the funding of a debt service reserve or purchase of a surety bond policy is not
necessary. Usually, issuance costs are significantly less than a public offering.

In general, private placement transactions tend to make more sense for smaller bond
issuances and when the final maturity is shorter (i.e. less than 10 years). Conversely,
public offerings are more attractive for longer terms (i.e. 30 years) and larger amounts.

Through the bidding process, the City received four (4) placement proposals, with the
lowest indicative rate from Opus Bank. The tax-exempt rate is subject to daily
adjustments based on a formula tied to the 3-Year Treasury rate with the City able to
. lock in the rate before closing. Because the market has shown recent volatility and
: municipal market rates are subject to daily adjustments, and to ensure the City
; manages market risk, the City’s finance team recommends pursuing the private
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placement structure so that a rate can be locked in several weeks prior to closing.

Attached to this report are the summary rate proposals from bidding banks.

The savings analysis (attached to this report) shows a Net Present Value ("NPV”)
savings of the proposed refunding of 3.9%, exceeding the recommended minimum
threshold of 3% recommended by the Government Finance Officers Association
(“GFOA") and in compliance with the City’s Debt Issuance Policy.

DOCUMENTS TO BE APPROVED

The next step in the refinancing process is the approval of the City, Public Financing
Authority, and Water Utility Authority Resolutions, which authorize and direct the
execution of certain legal and financing documents, the issuance of the 2018 Bonds,
the redemption of the 2005 Bonds, and the prepayment of the 2005 Installment Sale
Agreement. The following documents are approved by the proposed Resolutions and
are attached in draft form to this report.

» Indenture of Trust — This document contains the terms of the 2018 Bonds, including
payment and redemption provisions, pledge of net revenues to pay the 2018 Bonds,
rights and duties of the trustee, remedies upon a default in the payment of the 2018
Bonds, and final discharge of the 2018 Bonds and other related matters.

e« Second Amendment to Water Enterprise Lease Agreement - This document
contains modifications to the definitions and terms contained in the Water Enterprise
Lease Agreement between the City of Santa Fe Springs and the Water Utility
Authority.

« Irrevocable Refunding Instructions — This document is an instruction from the City
and Public Financing Authority to the trustee for the 2005 Bonds with respect to the
deposit and application of funds (including 2018 Bond proceeds) to defease and
redeem the 2005 Bonds.

s Bond Purchase Contract — One or more bond purchase contracts will be entered
into with the purchaser(s) of the 2018 Bonds. The bond purchase contract details
the conditions under which the purchasers will buy the 2018 Bonds.

s Placement Agent Agreement — This document contains the terms and conditions
under which the Placement Agent agrees to locate a purchaser for the purchase
and delivery of the 2018 Bonds, consistent with the terms of the Indenture.

Based on a preliminary schedule, it is anticipated that the Proposed 2018 Bonds would
close by early January 2018, at which time a redemption notice would be issued to fully
redeem the refunded bonds.
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The Successor Agency’s financing team of Urban Futures, Inc. as independent

municipal advisor and fiscal consultants, Jones Hali, a Professional Corporation, as

bond and disclosure counsel, Stifel, Nicolaus & Company, Incorporated, as placement

agent, and US Bank National Association, as trustee, are proposed. The related fees
for all firms are payable only upon completion of the financing. The estimated costs of
issuance are attached to this report.

FISCAL IMPACT

The proposed 2018 Bonds will generate an estimated total debt service savings of
$392,380 net of all costs of issuance. The average annual savings are approximately
$43,600 per year for the next nine years. The term of the 2018 Bonds will not exceed
the existing term of the 2005 Bonds, and overall debt service will be reduced in each
year until 2026, when the 2018 Bonds will be completely repaid.

The source of repayment of the 2018 Bonds would be Jimpited to Water Enterprise net
revenues (after payment of operation and maintenangé costs) and would not be a debt
of the City's General Fund.

gim City Manager

Attachments:

Resolution 9565 of the City Council of the City of Santa Fe Springs;
Resolution WUA-2017-002 of the Water Utility Authority;
Resolution PFA-2017-002 of the Public Financing Authority;
Indenture of Trust;

Second Amendment to Water Enterprise Lease Agreement;
Irrevocable Refunding Instructions,;

Bond Purchase Contract;

Placement Agent Agreement,

Savings Analysis,

Bid Summary; and

Estimated Costs of Issuance.
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RESOLUTION NO. 9565

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SANTA FE SPRINGS APPROVING
THE ISSUANCE AND DELIVERY BY THE SANTA FE SPRINGS WATER UTILITY
AUTHORITY OF ITS SANTA FE SPRINGS WATER UTILITY AUTHORITY 2018
SUBORDINATE WATER REVENUE BONDS, APPROVING A SECOND AMENDMENT TO
WATER ENTERPRISE LEASE AGREEMENT, AN INDENTURE OF TRUST, AND A BOND
PURCHASE CONTRACT AND AUTHORIZING OFFICIAL ACTIONS AND EXECUTION OF
DOCUMENTS RELATED THERETO

WHEREAS, the Santa Fe Springs Water Utility Authority (the “Authority”} is a joint
exercise of powers authority duly organized and existing under and pursuant to that certain
Joint Exercise of Powers Agreement, dated as of July 1, 2009, by and between the City of
Santa Fe Springs (the "City") and the Community Development Commission of the City of
Santa Fe Springs and under the provisions of Articles 1 through 4 (commencing with
Section 6500) of Chapter 5 of Division 7 of Title 1 of the Government Code of the State of
California (the "Act"), and is authorized pursuant to Article 4 of the Act (the "Bond Law") to
borrow money for the purpose of financing and refinancing public capital improvements of
the Authority; and

WHEREAS, to acquire public capital improvements (the “2003 Improvements”) of
benefit to the City's water system and facilities (the “Enterprise”) the City entered into an
Instaliment Sale Agreement (the “2003 Installment Sale Agreement’), dated as of
October 1, 2003, by and between the City and the Santa Fe Springs Public Financing
Authority (the "Financing Authority”) and the Financing Authority issued its 2003 Water
Revenue Bonds, Series A, in the principal amount of $4,265,000 (the “2003 Financing
Authority Bonds”), secured by instaliment payments to be made by the City pursuant to the
2003 Installment Sale Agreement; and

WHEREAS, to refinance certain public capital improvements of benefit to the
Enterprise by refunding on an advance basis the Financing Authority’'s 1996 Waster
Revenue Bonds, Series A (the “2005 Improvements”), the City entered into an instaliment
Sale Agreement (the "2005 Instaliment Sale Agreement”), dated as of April 1, 2005, by and
between the City and the Financing Authority, and the Financing Authority issued its 2005
Water Refunding Revenue Bonds, Series A (the “2005 Financing Authority Bonds”), in the
principal amount of $3,705,000 secured by installment payments to be made by the City
pursuant to the 2005 Installment Sale Agreement; and

WHEREAS, to assist the City in repaying the 2003 Instalilment Sale Agreement and to
finance additional public capital improvements to the Enterprise, the Authority issued its
Santa Fe Springs Water Utility Authority 2013 Water Revenue Bonds (the "2013 Bonds"} in
the aggregate principal amount of $6,890,000 pursuant to an Indenture of Trust, dated as of
May 1, 2013, by and among the City, the Authority and U.S. Bank National Association, as
trustee (the "2013 Indenture”) and the City caused the repayment in full of the 2003
Instaliment Purchase Agreement and thereby refunded in full and defeased the 2003
Financing Authority Bonds; and

WHEREAS, in order to achieve interest rate savings, the City desires to cause the
prepayment in full of the 2005 Instaliment Sale Agreement and, thereby, refund in full and
defease the 2005 Financing Authority Bonds; and




WHEREAS, the City leased the City's Enterprise to the Authority pursuant to that
certain Water Enterprise Lease Agreement, dated as of July 1, 2009 (the "Lease"), by and
between the Authority and the City; and

WHEREAS, to assist the City in repaying the 2005 Installment Sale Agreement, the
Authority has determined to issue its Santa Fe Springs Water Utility Authority 2018
Subordinate Water Revenue Bonds (the "2018 Bonds") in the aggregate principal amount of
not to exceed $2.3 million pursuant to an indenture of Trust, dated as of January 1, 2018, by
and among the Authority, the City and the U.S. Bank National Association, as trustee (the
‘Indenture”); and

WHEREAS, the debt service on the 2018 Bonds will be payable by the Authority
from Net Revenues (as defined in the Indenture) of the Enterprise on a subordinate basis to
the 2013 Bonds, and it is necessary to amend the Lease to provide for the payment of debt
service on the 2018 Bonds as an additional obligation of the Authority and the City under the
Lease Agreement, as provided in the Second Amendment To Water Enterprise Lease
Agreement, dated as of January 1, 2018, by and between the City and the Authority (the
“Second Amendment to Water Enterprise Lease Agreement”); and

WHEREAS, there has been presented to the to the City Council for approval
Irrevocable Refunding Instructions (the “Irrevocable Refunding Instructions”) to be given by the
City to U.S. Bank National Association, as trustee for the 2005 Financing Authority Bonds in
order to accomplish the refunding of the 2005 Financing Authority Bonds and the prepayment
of the 2005 Instaliment Sale Agreement; and

WHEREAS, Opus Bank, a California commercial bank (the "Purchaser”) proposes to
submit an offer to purchase the Bonds in form on file with the Secretary (the "Bond Purchase
Contract"); and

WHEREAS, the City Council desires to approve the Second Amendment to Water
Enterprise Lease Agreement, the Indenture, the Irrevocable Refunding Instructions, and the
Bond Purchase Contract, and for such purpose has, with the aid of its staff, reviewed such
documents;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF THE SANTA FE
SPRINGS DOES HEREBY RESOLVE AS FOLLOWS:

Section 1. The City Council hereby approves the issuance of the 2018 Bonds by the
Authority in the aggregate principal amount of not to exceed $2.3 million.

Section 2. The City Council hereby approves the Indenture in substantially the form filed
with the City Clerk. The Mayor, the Mayor Pro Tem, the City Manager and the City Director of
Finance and Administrative Services (each, a "Authorized Officer"), are hereby authorized to
execute the Indenture in substantially the form filed with the City Clerk, with such revisions,
amendments and completions as may be approved by an Authorized Officer, with the advice of
Bond Counsel, such approval to be conclusively evidenced by the execution and delivery
thereof,

Section 3. The City Council hereby approves the Second Amendment to Water
Enterprise Lease Agreement, in substantially the form filed with the City Clerk. Any Authorized
Officer is hereby authorized to execute the Second Amendment to Lease in substantially the




form filed with the City Clerk, with such revisions, amendments and completions as may be
approved by an Authorized Officer, with the advice of Bond Counsel, such approval to be
conclusively evidenced by the execution and delivery thereof.

Section 4. The City council hereby approves the Irrevocable Refunding Instructions, in
substantially the form filed with the City Clerk. Any Authorized Officer is hereby authorized to
execute the Irrevocable Refunding Instructions in substantially the form filed with the City Clerk,
with such revisions, amendments and completions as may be approved by an Authorized
Officer, with the advice of Bond Counsel, such approval to be conclusively evidenced by the
execution and delivery thereof.

Section 5. The City Counci! hereby approves the Bond Purchase Contract providing for
the sale of the Bonds to the Purchaser, in substantially the form filed with the City Clerk. Any
Authorized Officer is hereby authorized to execute the Bond Purchase Contract, in substantially
the form filed with the City Clerk, with such revisions, amendments and completions as may be
approved by a Authorized Officer, with the advice of Bond Counsel, such approval to be
conclusively evidenced by the execution and delivery thereof, provided that, the issuance of the
2018 Bonds will result in a net present value savings of at least 3% of the outstanding principal
amount of the 2005 Financing Authority Bonds.

Section 6. The Mayor, the Mayor Pro Tem, the City Manager, the City Director of
Finance and Administrative Services, the City Clerk, the City Attorney, and any and all other
officers of the City are hereby authorized and directed, for and in the name and on behalf of the
City, to do any and all things and take any and all actions, including the publication of any
notices necessary or desirable in connection with the sale of the 2018 Bonds, and execution
and delivery of any and all assignments, certificates, requisitions, agreements, notices,
consents, instruments of conveyance, warrants and other documents, which they, or any of
them, deem necessary or advisable in order to consummate the lawful issuance sale and
delivery of the 2018 Bonds, the refunding of the 2005 Financing Authority Bonds and the
consummation of the transactions as described herein.

Section 7. Effective Date. This resolution shall take effect from and after the date of
approval and adoption thereof.

PASSED, APPROVED AND ADOPTED this 14" day of December, 2017, at a regular
meeting of the City Council by the following vote:

AYES:

NOES:

Mayor

ATTEST:

City Clerk
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RESOLUTION NO. WUA-2017-002

RESOLUTION OF THE SANTA FE SPRINGS WATER UTILITY AUTHORITY AUTHORIZING
THE ISSUANCE AND DELIVERY OF ITS SANTA FE SPRINGS WATER UTILITY
AUTHORITY 2018 SUBORDINATE WATER REVENUE BONDS, APPROVING A SECOND
AMENDMENT TO WATER ENTERPRISE LEASE AGREEMENT, AN INDENTURE OF
TRUST, AND A BOND PURCHASE CONTRACT AND AUTHORIZING OFFICIAL ACTIONS
AND EXECUTION OF DOCUMENTS RELATED THERETO

WHEREAS, the Santa Fe Springs Water Utility Authority (the “Authority”) is a joint
exercise of powers authority duly organized and existing under and pursuant to that certain
Joint Exercise of Powers Agreement, dated as of July 1, 2009, by and between the City of
Santa Fe Springs (the "City") and the Community Development Commission of the City of
Santa Fe Springs and under the provisions of Articles 1 through 4 (commencing with
Section 6500) of Chapter 5 of Division 7 of Title 1 of the Government Code of the State of
California (the "Act"), and is authorized pursuant to Article 4 of the Act (the "Bond Law") to
borrow money for the purpose of financing and refinancing public capital improvements of
the Authority; and

WHEREAS, to acquire public capital improvements (the “2003 Improvements”) of
benefit to the City's water system and facilities (the “Enterprise”) the City entered into an
Instaliment Sale Agreement (the “2003 Instaliment Sale Agreement’), dated as of
October 1, 2003, by and between the City and the Santa Fe Springs Public Financing
Authority (the “Financing Authority”) and the Financing Authority issued its 2003 Water
Revenue Bonds, Series A, in the principal amount of $4,265,000 (the “2003 Financing
Authority Bonds”), secured by instaliment payments to be made by the City pursuant to the
2003 Instaliment Sale Agreement; and

WHEREAS, to refinance certain public capital improvements of benefit to the
Enterprise by refunding on an advance basis the Financing Authority’'s 1996 Waster
Revenue Bonds, Series A (the “2005 Improvements”), the City entered into an Installment
Sale Agreement (the “2005 Instaliment Sale Agreement”), dated as of April 1, 2005, by and
between the City and the Financing Authority, and the Financing Authority issued its 2005
Water Refunding Revenue Bonds, Series A (the "2005 Financing Authority Bonds™), in the
principal amount of $3,705,000 secured by instaliment payments to be made by the City
pursuant to the 2005 Installment Sale Agreement; and

WHEREAS, to assist the City in repaying the 2003 Installment Sale Agreement and to
finance additional public capital improvements to the Enterprise, the Authority issued its
Santa Fe Springs Water Utility Authority 2013 Water Revenue Bonds (the "2013 Bonds") in
the aggregate principal amount of $6,890,000 pursuant to an Indenture of Trust, dated as of
May 1, 2013, by and among the City, the Authority and U.S. Bank National Association, as
trustee (the “2013 Indenture’) and the City caused the repayment in full of the 2003
Instaliment Purchase Agreement and thereby refunded in full and defeased the 2003
Financing Authority Bonds; and

WHEREAS, in order to achieve interest rate savings, the City desires to cause the
prepayment in full of the 2005 Instaliment Sale Agreement and, thereby, refund in full and
defease the 2005 Financing Authority Bonds; and




WHEREAS, the City leased the City's Enterprise to the Authority pursuant to that
certain Water Enterprise Lease Agreement, dated as of July 1, 2009 (the "Lease"), by and
between the Authority and the City; and

WHEREAS, to assist the City in repaying the 2005 Instaliment Sale Agreement, the
Authority has determined to issue its Santa Fe Springs Water Utility Authority 2018
Subordinate Water Revenue Bonds (the "2018 Bonds") in the aggregate principal amount of
not to exceed $2.3 million pursuant to an Indenture of Trust, dated as of January 1, 2018, by
and among the Authority, the City and the U.S. Bank National Association, as trustee (the
“Indenture”); and

WHEREAS, the debt service on the 2018 Bonds will be payable by the Authority
from Net Revenues (as defined in the Indenture) of the Enterprise on a subordinate basis to
the 2013 Bonds, and it is necessary to amend the Lease to provide for the payment of debt
service on the 2018 Bonds as an additional obligation of the Authority and the City under the
l.ease Agreement, as provided in the Second Amendment To Water Enterprise Lease
Agreement, dated as of January 1, 2018, by and between the City and the Authority (the
“Second Amendment to Water Enterprise Lease Agreement”); and

WHEREAS, Opus Bank, a California commercial bank (the “Purchaser”) proposes to
submit an offer to purchase the Bonds in form on file with the Secretary (the "Bond Purchase
Contract"); and

WHEREAS, the Board desires to approve the Second Amendment to Water Enterprise
Lease Agreement, the Indenture, and the Bond Purchase Contract, and for such purpose has,
with the aid of its staff, reviewed such documents;

NOW, THEREFORE, THE BOARD OF DIRECTORS OF THE SANTA FE SPRINGS
WATER UTILITY AUTHORITY DOES HEREBY RESOLVE AS FOLLOWS:

Section 1. The Authority hereby approves the issuance of the 2018 Bonds in the
aggregate principal amount of not to exceed $2.3 million.

Section 2. The Authority hereby approves the Indenture in substantially the form filed
with the Secretary. The Chairperson, the Vice Chairperson, the Executive Director and the
Treasurer (each, an "Authorized Officer"), are hereby authorized to execute the Indenture in
substantially the form filed with the Secretary, with such revisions, amendments and
completions as may be approved by an Authorized Officer, with the advice of Bond Counsel,
such approval to be conclusively evidenced by the execution and delivery thereof.

Section 3. The Authority hereby approves the Second Amendment to Water Enterprise
Lease Agreement, in substantially the form filed with the Secretary. Any Authorized Officer is
hereby authorized to execute the Second Amendment to Lease in substantially the form filed
with the Secretary, with such revisions, amendments and completions as may be approved by
an Authorized Officer, with the advice of Bond Counsel, such approval to be conclusively
evidenced by the execution and delivery thereof.

Section 4. The Authority hereby approves the Bond Purchase Contract providing for the
sale of the 2018 Bonds to the Purchaser, in substantially the form filed with the Secretary. Any
Authorized Officer is hereby authorized to execute the Bond Purchase Contract, in substantially
the form filed with the Secretary, with such revisions, amendments and completions as may be




approved by an Authorized Officer, with the advice of Bond Counsel, such approval to be
conclusively evidenced by the execution and delivery thereof, provided that, the issuance of the
2018 Bonds will result in a net present value savings of at least 3% of the outstanding principal
amount of the 2005 Financing Authority Bonds.

Section 5. The law firm of Jones Hall, A Professional Law Corporation, San Francisco,
California, is hereby appointed as Bond Counsel with respect to the proceedings for the
issuance of the 2018 Bonds, the firm of Urban Futures, Inc., Tustin, California, is hereby
appointed as municipal advisor with respect to the proceedings for the issuance of the 2018
Bonds, and Stifel, Nicolaus & Company, San Francisco, California, is hereby appointed as
placement agent with respect to the 2018 Bonds, compensation and expenses for the foregoing
services to be as provided in agreements on file with the Secretary or as approved by the
Executive Director or Treasurer upon delivery of the 2018 Bonds.

Section 8. The Chairperson, the Vice Chairperson, the Executive Director, the
Treasurer, the Secretary, the City Attorney, as legal counsel to the Authority, and any and all
other officers of the Authority are hereby authorized and directed, for and in the name and on
behalf of the Authority, to do any and all things and take any and all actions, including the
publication of any notices necessary or desirable in connection with the sale of the 2018 Bonds,
and execution and delivery of any and all assignments, certificates, requisitions, agreements,
notices, consents, instruments of conveyance, warrants and other documents, which they, or
any of them, deem necessary or advisable in order to consummate the lawful issuance sale and
delivery of the 2018 Bonds, the refunding of the 2005 Financing Authority Bonds and the
consummeation of the transactions as described herein.

Section 8. Effective Date. This resolution shall take effect from and after the date of
approval and adoption thereof.

PASSED, APPROVED AND ADOPTED this 14th day of December, 2017, at an
adjourned regular meeting of the Board of Directors by the following vote:

AYES:

NOES:

Chairperson

ATTEST:

Secretary
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RESOLUTION NO. PFA-2017-002

RESOLUTION OF THE SANTA FE SPRINGS PUBLIC FINANCING AUTHORITY
AUTHORIZING OFFICIAL ACTIONS AND EXECUTION OF DOCUMENTS RELATED TO THE
REDEMPTION OF ITS 2005 WATER REFUNDING REVENUE BONDS, SERIES A

WHEREAS, to acquire public capital improvements (the “2003 Improvements”) of
benefit to the City of Santa Fe Springs’s (the "City") water system and facilities (the
“Enterprise”) the City entered info an Installment Sale Agreement (the “2003 Installment
Sale Agreement”), dated as of October 1, 2003, by and between the City and the Santa Fe
Springs Public Financing Authority (the “Financing Authority”) and the Financing Authority
issued its 2003 Water Revenue Bonds, Series A, in the principal amount of $4,265,000 (the
“2003 Financing Authority Bonds"), secured by installment payments to be made by the City
pursuant to the 2003 Instaliment Saie Agreement; and

WHEREAS, to refinance certain public capital improvements of benefit to the
Enterprise by refunding on an advance basis the Financing Authority’s 1996 Waster
Revenue Bonds, Series A (the “2005 Improvements”), the City entered into an Instaliment
Sale Agreement (the “2005 Installment Sale Agreement”), dated as of April 1, 2005, by and
between the City and the Financing Authority, and the Financing Authority issued its 2005
Water Refunding Revenue Bonds, Series A (the “2005 Financing Authority Bonds”), in the
principal amount of $3,705,000 secured by installment payments to be made by the City
pursuant to the 2005 Instaliment Sale Agreement; and

WHEREAS, the Santa Fe Springs Water Utility Authority (the "Water Utility
Authority”) is a joint exercise of powers authority duly organized and existing under and
pursuant to that certain Joint Exercise of Powers Agreement, dated as of July 1, 2009, by
and between the City and the Community Development Commission of the City of Santa Fe
Springs and under the provisions of Articles 1 through 4 (commencing with Section 6500) of
Chapter 5 of Division 7 of Title 1 of the Government Code of the State of California (the
"Act"), and is authorized pursuant to Article 4 of the Act (the "Bond Law") to borrow money
for the purpose of financing and refinancing public capital improvements of the Water Utility
Authority; and

WHEREAS, the City leased the City's Enterprise to the Authority pursuant to that
certain Water Enterprise Lease Agreement, dated as of July 1, 2009 (the "Lease"), by and
between the Authority and the City; and

WHEREAS, to assist the City in repaying the 2003 Installment Sale Agreement and to
finance additional public capital improvements to the Enterprise, the Water Utility Authority
issued its Santa Fe Springs Water Utility Authority 2013 Water Revenue Bonds (the "2013
Bonds") in the aggregate principal amount of $6,890,000 pursuant to an Indenture of Trust,
dated as of May 1, 2013, by and among the City, the Water Utility Authority and U.S. Bank
National Association, as trustee (the “2013 Indenture") and the City caused the repayment in
full of the 2003 Instaliment Purchase Agreement and thereby refunded in full and defeased
the 2003 Financing Authority Bonds; and

WHEREAS, in order to achieve interest rate savings, the City desires to cause the
prepayment in full of the 2005 Installment Sale Agreement and, thereby, refund in full and
defease the 2005 Financing Authority Bonds; and




WHEREAS, to assist the City in repaying the 2005 Installment Sale Agreement, the
Water Utility Authority has determined to issue its Santa Fe Springs Water Utility Authority
2018 Subordinate Water Revenue Bonds (the "2018 Bonds") in the aggregate principal
amount of not to exceed $2.3 million pursuant to an Indenture of Trust, dated as of January 1,
2018, by and among the Water Utility Authority, the City and the U.S. Bank National
Association, as trustee (the “Indenture”); and

WHEREAS, there has been presented fo the to the Board for approval Irrevocable
Refunding Instructions (the “lrrevocable Refunding Instructions”) to be given by the Financing
Authority and the City to U.S. Bank National Association, as trustee for the 2005 Financing
Authority Bonds in order to accomplish the refunding of the 2005 Financing Authority Bonds and
the prepayment of the 2005 Instaliment Sale Agreement; and

WHEREAS, the Board desires to approve the lrrevocable Refunding Instructions and
other actions related to the optional redemption of the 2005 Financing Authority Bonds and the
prepayment of the 2005 Instaliment Sale Agreement;

NOW, THEREFORE, THE BOARD OF DIRECTORS OF THE SANTA FE SPRINGS
PUBLIC FINANCING AUTHORITY DOES HEREBY RESOLVE AS FOLLOWS:

Section 1. The Financing Authority hereby approves the lrrevocable Refunding
Instructions, in substantially the form filed with the City Clerk. The Chairperson, Vice-
Chairperson, Treasurer, or Secretary (each, an "Authorized Officer"), are hereby authorized to
execute the Irrevocable Refunding Instructions in substantially the form filed with the Secretary,
with such revisions, amendments and completions as may be approved by an Authorized
Officer, such approval to be conclusively evidenced by the execution and delivery thereof.

Section 2. Any Authorized Officer is hereby authorized and directed, for and in the name
and on behalf of the Financing Authority, to do any and all things and take any and all actions,
and execution and delivery of any and ali assignments, certificates, requisitions, agreements,
notices, consents, instruments of conveyance, warrants and other documents, which they, or
any of them, deem necessary or advisable in order to consummate the lawful redemption of the
2005 Financing Authority Bonds and the prepayment of the 2005 Installment Sale Agreement
and the consummation of the transactions as described herein.

Section 3. Effective Date. This resolution shall take effect from and after the date of
approval and adoption thereof.

PASSED, APPROVED AND ADOPTED this 14™ day of December, 2017, at an
adjourned regular meeting of the Board of Directors by the following vote:

AYES:

NOES:

Chairperson
ATTEST:

Secretary
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INDENTURE OF TRUST

by and among
SANTA FE SPRINGS WATER UTILITY AUTHORITY,

CITY OF SANTA FE SPRINGS
And

U.S. BANK NATIONAL ASSOCIATION
as Trustee

Dated as of January 1, 2018

Relating to

S
Santa Fe Springs Water Utility Authority
2018 Subordinate Water Revenue Bonds
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Bond Year shall extend from the Closing Date to May 1, 2018, with respect to the 2018
Bonds.

"Bonds" means the 2018 Bonds authorized by, and at any time Outstanding pursuant
to, this Indenture or any Supplemental Indenture, and any Additional Bonds authorized by, and
at any time Outstanding pursuant to, this Indenture and any Supplemental Indenture.

"Business Day" means a day which is not a Saturday, Sunday or legal holiday on
which banking institutions in the State of California, or in any state in which the Trust Office is
located, are closed. If any payment hereunder is due on a day which is not a Business Day,
such payment shall be made on the next succeeding Business Day with the same effect as
if made on such previous day.

"City" means the City of Santa Fe Springs, a municipal corporation organized under
the laws of the State.

"Closing Date" means the date of delivery of the Bonds to the Original Purchaser.

"Code" means the Internal Revenue Code of 1988, as in effect on the date of issuance
of the Bonds or (except as otherwise referenced herein) as it may be amended to apply to
obligations issued on the date of issuance of the Bonds, together with the Tax Regulations.

"Commission" means the Community Development Commission of the City of Santa
Fe Springs, a public body corporate and politic organized under the laws of the State, and
any successor thereto.

"Costs of Issuance" means all expenses incurred in connection with the authorization,
issuance, sale and delivery of the Bonds and the application of the proceeds of the Bonds,
including but not limited to all compensation, fees and expenses (including but not limited to
fees and expenses for legal counsel) of the Authority and the City, initial fees and expenses of
the Trustee and its counsel, title insurance premiums, fees of counsel to the Original Purchaser,
CDIAC fees, appraisal fees, compensation to any financial consultants or underwriters, legal
fees and expenses, filing and recording costs, costs of preparation and reproduction of
documents and costs of printing.

"Costs of Issuance Fund" means the fund by that name established and held by the
Trustee pursuant to Section 3.03.

“Date_of Taxability” means the date from and for the interest component of the
Bonds is subject to federal or State income taxation as a result of a Determination of
Taxability.

“Default Rate” means the then applicable interest rate plus 300 basis points.

“Determination of Taxability” means and shall be deemed to have occurred on the
first to occur of the following:

(i) on that date when the Authority files any statement, supplemental statement,
or other tax schedule, return, or document which discloses that an Event of
Taxability shall have occurred;



(ii) on the date when the Original Purchaser notifies the Authority that it has
received a written opinion from Bond Counsel to the effect that an Event of
Taxability has occurred, which notice shall be accompanied by a copy of such
opinion of Bond Counsel, unless, within 180 days after receipt by the Authority of
such notification and copy of such opinion from the Original Purchaser, the
Authority shall deliver to the Original Purchaser a ruling or determination letter
issued to or on behalf of the Authority by the Commissioner or any District
Director of the Internal Revenue Service (or any other governmental official
exercising the same or a substantially similar function from time to time) to the
effect that, after taking into consideration such facts as form the basis for the
opinion that an Event of Taxability has occurred, an Event of Taxability shall not
have occurred;

(iii) on the date when the Authority shalil be advised in writing by the Commissioner
or any District Director of the Internal Revenue Service (or any other government
official or agent exercising the same or a substantially similar function from time
to time) that, based upon any review or audit or upon any other ground
whatsoever, an Event of Taxability has occurred; or

(iv) on that date when the Authority shall receive notice from the Original Purchaser
that the Internal Revenue Service (or any other government official or agency
exercising the same or a substantially similar function from time to time) has
assessed the interest rate on the Bonds as includable in the gross income of the
Original Purchaser due to the occurrence of an Event of Taxability;

provided, however, that no Determination of Taxability shall occur under subparagraph
(iii) or subparagraph (iv) above unless the Authority has been afforded the opportunity,
at its expense, to contest any such assessment, and, further, no Determination of
Taxability shall occur until such contest, if made, has been finally determined; provided
further, however, that upon demand from the Original Purchaser, the Authority shall
reimburse the Original Purchaser for any payments, including any taxes, interest,
penalties or other charges, such Original Purchaser shall be obligated to make as a
result of the Determination of Taxability.

"Enterprise” means, collectively, the entire water treatment, production, storage and
distribution system owned or operated by the City or the Authority, including but not limited to all
facilities, properties and improvements at any time owned or operated by the City or the
Authority for the collection, treatment and supply of water to residents served thereby, whether
within or without the City, and any necessary lands, rights, entitlements and other property
useful in connection therewith, together with all extensions thereof and improvements thereto
hereafter acquired, constructed or installed by the City or the Authority.

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

“Event of Taxability” means a change in law or fact or the interpretation thereof, or the
occurrence or existence of any fact, event or circumstance (including, without limitation, the
taking of any action by the Authority, or the failure to take any action by the Authority, or the
making by the Authority of any misrepresentation in this Agreement or the certificate regarding
federal arbitrage which has been executed and delivered by the Authority in connection with this
Agreement) which has the effect of causing the interest rate on the Bonds to be includable, in
whole or in part, in the gross income of the Original Purchaser for federal income tax purposes.
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“Federal Securities” means any of the following:

i Cash (insured at all times by the Federal Deposit Insurance Corporation
or otherwise collateralized in accordance with the laws of the State)

2. Obiligations of, or obligations guaranteed as to principal and interest by,
the U.S. or any agency or instrumentality thereof, when such obligations are backed by
the full faith and credit of the U.S. including:

U.S. treasury obligations

All direct or fully guaranteed obligations

Farmers Home Administration

General Services Administration

Guaranteed Title Xl financing

Government National Mortgage Association (GNMA)
State and Local Government Series

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

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

"Guaranteed Investment Contracts” means investment agreements which allow for
withdrawals at such times as required by this Indenture and whose unsecured obligations
are rated by Moody's and S&P in one of the two highest rating categories assigned by such
agencies.

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

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

"Independent Fiscal Consultant" means any fiscal consultant or firm of such fiscal
consultants appointed and paid by the Authority, and who, or each of whom (a) is in fact




independent and not under domination of the Authority; (b) does not have any substantial
interest, direct or indirect, in the Authority, and (c) is not connected with the Authority as an
officer or employee of the Authority but who may be regularly retained to make annual or
other audits of the books of or reports to the Authority.

"Information Services" means “EMMA” or the “Electronic Municipal Market Access”
system of the Municipal Securities Rulemaking Board; or, in accordance with then current
guidelines of the Securities and Exchange Commission, such other addresses and/or such
other services providing information with respect to called bonds as the Authority may
designate in a written certificate of the Authority delivered to the Trustee.

“Interest Account” means the account by that name established in the Bond Fund
pursuant to Section 5.03.

"Interest Payment Date" means May 1 and November 1 of each year, commencing
May 1, 2018.

"Lease" means the Water Enterprise Lease Agreement, dated July 1, 2009, by and
between the Authority and the City, relating to the lease of the Enterprise by the Authority
from the City, as amended from time to time.

"Maximum_ Annual Debt Service" means, as of the date of any calculation and with
respect to the Annual Debt Service or any additional Parity Obligations, as the case may be, the
maximum sum obtained for the current or any future Bond Year during the term of the term of
this Indenture by totaling the following amounts for such Bond Year:

(a) the aggregate amount of the Annual Debt Service coming due and payable in
such Bond Year;

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

(c) the amount of interest which would be due during such Bond Year on the
aggregate principal amount of all additional Parity Obligations, if any, which would be
outstanding in such Bond Year if such Parity Obligations are retired as scheduled;
provided, however, that with respect to any Parity Obligations which bear interest at a
variable rate, such interest shall be calculated at an assumed rate equal to the average
rate of interest per annum for each of the five previous whole calendar years as shown
by the J. J. Kenny Index (or, in the event and to the extent such index is not maintained
for all or any portion of such period, any similar index of variable rate interest for tax-
exempt obligations as may be selected by the City.

1%

‘Moody's” means Moody's Investors Service, its successors and assigns.

“‘Net Revenues” means, for any period, an amount equal to all of the Gross Revenues
received during such period minus (i) the amount required to pay all Operation and Maintenance
Costs becoming payable during such period and (ii) the amount pledged under the 2013
Indenture to make payments on such 2013 Bonds, but only to the extent required to make such
payments.

‘Operation and Maintenance Costs” means the reasonable and necessary costs and
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expenses paid by the City for maintaining and operating the Enterprise, including but not limited
to (a) costs of acquisition of water to be supplied to the Enterprise, (b) costs of electricity and
other forms of energy supplied to the Enterprise, (c) the reasonable expenses of management
and repair and other costs and expenses necessary to maintain and preserve the Enterprise in
good repair and working order and (d) the reasonable administrative costs of the City
attributable to the operation and maintenance of the Enterprise, but in all cases excluding (i)
debt service payable on obligations incurred by the City or the Authority with respect to the
Enterprise, including but not limited to the payments of principal, interest, and premium (if any)
with respect to the 2013 Bonds, the Bonds, and payments on any additional Parity Obligations,
(i) depreciation, replacement and obsolescence charges or reserves therefor, and (iii)
amortization of intangibles or other bookkeeping entries of a similar nature.

"Original Purchaser" means Opus Bank, a California commercial bank, and its
successors and assigns.

"Qutstanding," when used as of any particular time with reference to Bonds, means
(subject to the provisions of Section 11.09) ali Bonds theretofore, or thereupon being,
authenticated and delivered by the Trustee under this Indenture except: (a) Bonds
theretofore canceled by the Trustee or surrendered to the Trustee for cancellation; (b) Bonds
with respect to which all liability of the Authority shall have been discharged in accordance
with Section 10.01, including Bonds (or portions thereof) described in Section 11.08; and (c)
Bonds for the transfer or exchange of or in lieu of or in substitution for which other Bonds
shall have been authenticated and delivered by the Trustee pursuant to this Indenture.

"Owner" or "Bondholder,” whenever used herein with respect to a Bond, means the
person in whose name the ownership of such Bond is registered on the Registration Books.
Initially, the Original Purchaser is the Owner of the 2018 Bonds.

"Parity Obligations," means leases, loan agreements, installment sale agreements,
bonds, notes or other obligations issued or incurred by the Authority or the City that have a
lien on the Net Revenues on a parity basis with the Bonds, including any Additional Bonds.

"Permitted Investments" means any of the following:

1. Cash (insured at all times by the Federal Deposit Insurance Corporation
or otherwise collateralized in accordance with the laws of the State.)

2. Obligations of, or obligations guaranteed as to principal and interest by,
the U.S. or any agency or instrumentality thereof, when such obligations are backed by
the full faith and credit of the U.S. including:

U.S. treasury obligations

All direct or fully guaranteed obligations

Farmers Home Administration

General Services Administration

Guaranteed Title Xl financing

Government National Mortgage Association (GNMA)
State and Local Government Series

3. Obligations of any of the following federal agencies which obligations




represent the full faith and credit of the United States of America, including:

Export-Import Bank

Rural Economic Community Development Administration
U.S. Maritime Administration

Small Business Administration

U.S. Department of Housing & Urban Development (PHAS)
Federal Housing Administration

Federal Financing Bank

4, Obligations of any of the following federal agencies which obligations are
not fully guaranteed by the full faith and credit of the United States of America:

. Senior debt obligations issued by the Federal National
Mortgage Association (FNMA) or Federal Home Loan Mortgage
Corporation (FHLMC)

. Obligations of the Resolution Funding Corporation
(REFCORP)

. Senior debt obligations of the Federai Home Loan Bank
System

5. U.S. dollar denominated deposit accounts, federal funds and bankers'
acceptances with domestic commercial banks which have a rating on their short-term
certificates of deposit on the date of purchase of "P-I" by Moody's and "A-1" or "A-1+" by
S&P and maturing not more than 360 calendar days after the date of purchase. (Ratings
on holding companies are not considered as the rating of the bank);

6. Commercial paper which is rated at the time of purchase in the single
highest classification, "P-1" by Moody's and "A-1+" by S&P and which matures not more
than 270 calendar days after the date of purchase;

7. Investments in a money market fund rated "AAAM" or "AAAM-G" or better
by S&P, including such funds for which the Trustee or an affiliate provides investment
advice or other services;

8. Pre-refunded Municipal Obligations defined as follows: any bonds or
other obligations of any state of the United States of America or of any agency,
instrumentality or local governmental unit of any such state which are not callable at the
option of the obligor prior to maturity or as to which irrevocable instructions have been
given by the obligor to call on the date specified in the notice; and

(A) which are rated, based on an irrevocable escrow account or fund
{the "escrow"), in the highest rating category of Moody's or S&P or any
successors thereto; or

(B) which are fully secured as to principal and interest and redemption
premium, if any, by an escrow consisting only of cash or obligations described in
paragraph 2 above, which escrow may be applied only to the payment of such
principal of and interest and redemption premium, if any, on such bonds or other
obligations on the maturity date or dates thereof or the specified redemption date
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or dates pursuant to such irrevocable instructions, as appropriate, and (ii) which
escrow is sufficient, as verified by a nationally recognized independent certified
public accountant, to pay principal of and interest and redemption premium, if
any, on the bonds or other obligations described in this paragraph on the maturity
date or dates specified in the irrevocable instructions referred to above, as
appropriate;

9. Municipal obligations rated "Aaa/AAA" or general obligations of States
with a rating of "A2/A" or higher by both Moody's and S&P;

10. Guaranteed Investment Contracts; and

11. The Local Agency investment Fund ("LAIF") of the State of California,
created pursuant to section 16429.1 of the California Government Code.

‘Principal” or “Principal Amount” means, as of any date of calculation, the principal
amount of the Bonds.

“Principal Account” means the account by that name established in the Bond Fund
pursuant to Section 5.03.

‘Principal Payment Date” means each May 1 of each year, commencing May 1, 2018.

“Qualified Independent Consultant” means a person or a firm who or which engages in
the business of advising the management of public agencies concerning the operation and
financing of public utilities, including water systems, and which person or firm, by reason of his
or its knowledge and experience, has acquired a reputation as a recognized consultant. Such
Qualified Independent Consultant may include a person or firm rendering professional
engineering or accounting services in addition to his or its occupation as a public utility
consuitant and may include any person or firm regularly employed by the Authority or the City
as a consultant to the Authority or the City.

“Qualified Institutional Buyer” means a qualified institutional buyer as defined in Rule
144A promulgated pursuant to the United States Securities Act of 1933, as amended.

‘Rate Stabilization Fund” means any fund established and held by the Authority or the
City as a fund for the stabilization of rates and charges imposed by the Authority and the City
with respect to the Enterprise, which fund is established, held and maintained in accordance
with Section 5.10(c).

‘Record Date” means, with respect to any Interest Payment Date, the fifteenth (15th)
calendar day of the month preceding such Interest Payment Date.

‘Redemption Fund” means the fund by that name established pursuant to Section 5.08.

“‘Refundable Credits” means the amounts (if any) which are payable to the issuer of
Build America Bonds by the federal government under Section 6431 of the Code, which the
issuer of such Build America Bonds elects to receive under Section 54AA(g)(1) of the Code, or
the amounts payable to an issuer by the federal government as a subsidy with respect to the
payment of debt service on obligations of the issuer under any similar provisions of the Code
which may be hereafter enacted.
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“Registration Books” means the records maintained by the Trustee pursuant to Section
2.06 for the registration and transfer of ownership of the Bonds.

“Revenue Fund’ means the Revenue Fund held by the City, on behalf of the
Authority, pursuant to Section 5.01(b) into which the Authority is required to deposit all
Gross Revenues of the Enterprise. The term “Revenue Fund” has the same meaning as the
“Water Fund” as used in the Lease.

“S&P" means Standard & Poor's, a division of The McGraw-Hill Companies, its
successors and assigns.

“State” means the State of California.

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

“Tax Regulations” means temporary and permanent regulations promulgated under
or with respect to sections 103 and 141 through 501 inclusive, of the Code.

“Taxable Rate” means 4.01%.

“Trustee” means U.S. Bank National Association, a national banking association
organized and existing under the laws of the United States of America, or its successor, as
Trustee hereunder as provided in Section 8.01.

“Trust Office” means the corporate trust office of the Trustee at the address set forth
in Section 11.07, or such other office designated by the Trustee from time to time and such
office as the Trustee may designate in writing to the Authority from time to time as the place
for transfer, registration, surrender, exchange or payment of the Bonds.

“Water Enterprise Management Agreement” means that certain Enterprise
Management Agreement, dated July 1, 2009, by and between the City and the Authority, as
hereafter duly amended and supplemented from time to time.

“Written Certificate,” “Written Request’ and “Written Requisition” of the Authority or
the City means, respectively, a written certificate, request or requisition signed in the name of
the Authority or the City by its corresponding Authorized Representative. Any such
instrument and supporting opinions or representations, if any, may, but need not, be
combined in a single instrument with any other instrument, opinion or representation, and
the two or more so combined shall be read and construed as a single instrument.

Section 1.02. Interpretation.

(a) Unless the context otherwise indicates, words expressed in the singular shall
include the plural and vice versa and the use of the neuter; masculine, or feminine gender is for
convenience only and shall be deemed to include the neuter, masculine or feminine gender, as
appropriate.
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(b) Headings of articles and sections herein and the table of contents hereof are
solely for convenience of reference, do not constitute a part hereof and shall not affect the
meaning, construction or effect hereof.

(c) All references herein to “Articles,” “Sections” and other subdivisions are to the
corresponding Atticles, Sections or subdivisions of this Indenture: the words “herein,” “hereof,”
“hereby,” “hereunder” and other words of similar import refer to this Indenture as a whole and
not to any particular Article, Section or subdivision hereof.
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ARTICLE Il
THE 2018 BONDS

Section 2.01. Authorization of 2018 Bonds. The Authority pursuant to the Bond
Law hereby authorizes the issuance hereunder of the 2018 Bonds, which shall constitute
special obligations of the Authority, for the purpose of refinancing the 2005 Installment Sale
Agreement. The 2018 Bonds are hereby designated the "Santa Fe Springs Water Utility
Authority 2018 Subordinate Water Revenue Bonds." The aggregate principal amount of
Bonds initially issued and Outstanding under this Indenture shall equal $ . This
Indenture constitutes a continuing agreement with the Trustee and the Owners from time to
time of the 2018 Bonds to secure the full payment of the principal of and interest on all the
2018 Bonds, subject to the covenants, provisions and conditions herein contained.

Section 2.02. Terms of the 2018 Bonds. One 2018 Bond with a final maturity date
of May 1, 2026 shall be issued, and dated as of the Closing Date, in fully registered form
without coupons in the principal amount of $ . The 2018 Bonds shall mature
and shall bear interest at the rate of 2.39% except as set forth herein.

Interest on the 2018 Bonds shall be calculated based on a 360-day year of twelve (12)
thirty-day months and shall be payable on each Interest Payment Date, commencing May 1,
2018, to the person whose name appears on the Registration Books as the Owner thereof
as of the Record Date immediately preceding each such Interest Payment Date, such
interest to be paid by wire transfer from the Trustee on the Interest Payment Date according
to written wire instructions given to the Trustee prior to the applicable Record Date. Principal
of any 2018 Bond shall be paid by wire transfer, as described in the previous sentence,
without surrender of the 2018 Bonds by the registered owner. Principal of and interest on
the 2018 Bonds shall be payable in lawful money of the United States of America.

Each 2018 Bond shall be dated the Closing Date and shall bear interest from the
Interest Payment Date next preceding the date of authentication thereof, unless (a) it is
authenticated after a Record Date and on or before the following Interest Payment Date, in
which event it shall bear interest from such Interest Payment Date, or (b) unless it is
authenticated on or before the first Record Date, in which event it shall bear interest from
the Closing Date; provided, however, that if, as of the date of authentication of any 2018
Bond, interest thereon is in default, such 2018 Bond shall bear interest from the Interest
Payment Date to which interest has previously been paid or made available for payment
thereon.

From and after the Date of Taxability, if applicable, the interest rate with respect to
the Bonds shall increase to the Taxable Rate.

Upon the occurrence and continuance of an Event of Default, the interest rate with
respect to the Bonds shall increase to the Default Rate.

Section 2.03. Transfer of Bonds. Subject to Section 2.05, any Bond may, in
accordance with its terms, be transferred on the Registration Books by the person in whose
name it is registered, in person or by a duly authorized attorney of such person, upon
surrender of such Bond for cancellation, accompanied by delivery of a written instrument of
transfer, duly executed in a form acceptable to the Trustee. Transfer of any Bond shall not
be permitted by the Trustee during the period established by the Trustee for selection of
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Bonds for redemption or if such Bond has been selected for redemption pursuant to Article
IV. Whenever any Bonds or Bonds shall be surrendered for transfer, the Authority shall
execute and the Trustee shall authenticate and shall deliver a new Bond or Bonds of like
tenor, interest rate, maturity and aggregate principal amount in Authorized Denominations.
The Trustee may require the Owner requesting such transfer to pay any tax or other
governmental charge required to be paid with respect to such transfer.

A Bond may only be transferred in an Authorized Denomination to an entity that is
owned in whole by the Original Purchaser that is an Accredited Investor or Qualified Institutional
Buyer who delivers to the Trustee and the Authority an executed letter substantially in the form
of Exhibit B of this Indenture.

Section 2.04. [Reserved].

Section 2.05. Exchange of Bonds. Any Bond may be exchanged at the Trust Office
for a like aggregate principal amount of Bonds of other authorized denominations and of like
maturity. Exchange of any Bond shall not be permitted during the period established by the
Trustee for selection of Bonds for redemption or if such Bond has been selected for
redemption pursuant to Article IV. The Trustee shall require the Owner requesting such
exchange to pay any tax or other governmental charge required to be paid with respect to
such exchange.

Section 2.06. Registration Books. The Trustee will keep or cause to be kept, at the
Trust Office, sufficient records for the registration and transfer of ownership of the Bonds,
which shall at all reasonable times be open to inspection during regular business hours by the
Authority and the Owners with reasonable prior notice; and, upon presentation for such
purpose, the Trustee shall, under such reasonable regulations as it may prescribe, register
or transfer or cause to be registered or transferred, on such records, the ownership of the
Bonds as hereinbefore provided.

Section 2.07. Form and Execution of Bonds. The 2018 Bonds shall be
substantially in the form attached hereto as Exhibit A and hereby made a part hereof and
shall be initially delivered in the form of a separate single fully registered bond without
coupons (which may be typewritten) in an Authorized Denomination. Upon initial delivery,
the ownership of each such 2018 Bond shall be registered on the Registration Books in the
name of the Original Purchaser.

Each 2018 Bond shall contain the following statement: “THE 2018 BONDS HAVE
NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AND ARE SUBJECT TO
TRANSFER RESTRICTIONS PURSUANT TO THE INDENTURE. THE 2018 BONDS ARE
LIMITED OBLIGATIONS OF THE AUTHORITY. THE 2018 BONDS DO NOT, DIRECTLY,
INDIRECTLY OR CONTINGENTLY, OBLIGATE, IN ANY MANNER, THE AUTHORITY TO
LEVY ANY TAX OR TO MAKE ANY APPROPRIATION FOR PAYMENT OF THE PRINCIPAL
OF, PREMIUM, IF ANY, OR INTEREST ON THE 2018 BONDS OR ANY COSTS INCIDENTAL
THERETO. THE 2018 BONDS ARE PAYABLE SOLELY FROM THE FUNDS PLEDGED FOR
THEIR PAYMENT IN ACCORDANCE WITH THE INDENTURE. NEITHER THE FAITH AND
CREDIT NOR THE TAXING POWER OF THE AUTHORITY, THE CITY OF SANTA FE
SPRINGS, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF IS
PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST
ON THE 2018 BONDS OR ANY COSTS INCIDENTAL THERETO. THE AUTHORITY HAS NGO
TAXING POWER.”

-15.




The Supplemental Indenture for a series of Additional Bonds shall provide for the form of
such Additional Bonds.

Section 2.08. Temporary Bonds. The Bonds may be issued in temporary form
exchangeable for definitive Bonds when ready for delivery. Any temporary Bonds may be
printed, lithographed or typewritten, shall be of such denominations as may be determined by
the Authority, shall be in fully registered form without coupons and may contain such
reference to any of the provisions of this Indenture as may be appropriate. Every temporary
Bond shall be executed by the Authority and authenticated by the Trustee upon the same
conditions and in substantially the same manner as the definitive Bonds. If the Authority
issues temporary Bonds it will execute and deliver definitive Bonds as promptly thereafter as
practicable, and thereupon the temporary Bonds may be surrendered, for cancellation, at
the Trust Office and the Trustee shall authenticate and deliver in exchange for such
temporary Bonds an equal aggregate principal amount of definitive Bonds of Authorized
Denominations. Until so exchanged, the temporary Bonds shall be entitled to the same
benefits under this Indenture as definitive Bonds authenticated and delivered hereunder.

Section 2.09. Bonds, Mutilated, Lost, Destroyed or Stolen. If any Bond shall become
mutilated, the Authority, at the expense of the Owner of said Bond, shall execute, and the
Trustee shall thereupon authenticate and deliver, a new Bond of like series, tenor, and
Authorized Denomination in exchange and substitution for the Bond so mutilated, but only
upon surrender to the Trustee of the Bond so mutilated. Every mutilated Bond so surrendered to
the Trustee shall be canceled by it and destroyed. if any Bond shall be lost, destroyed or stolen,
evidence of such loss, destruction or theft may be submitted to the Authority and the Trustee
and, if such evidence be satisfactory to them and indemnity for them satisfactory to the
Authority and the Trustee shall be given, the Authority, at the expense of the Owner of such
lost, destroyed or stolen Bond, shall execute, and the Trustee shall thereupon authenticate
and deliver, a new Bond of like series and tenor in lieu of and in substitution for the Bond so
lost, destroyed or stolen (or if any such Bond shall have matured or shall have been called for
redemption, instead of issuing a substitute Bond, the Trustee may pay the same without
surrender thereof) upon receipt of the aforementioned indemnity. The Authority may require
payment by the Owner of a sum not exceeding the actual cost of preparing each new Bond
issued under this Section 2.09 and of the expenses which may be incurred by the Authority and
the Trustee. Any Bond issued under the provisions of this Section 2.09 in lieu of any Bond
alleged to be lost, destroyed or stolen shall constitufe an original additional contractual
obligation on the part of the Authority whether or not the Bond so alleged to be lost, destroyed
or stolen be at any time enforceable by anyone, and shall be entitled to the benefits of this
Indenture with all other Bonds secured by this Indenture.
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ARTICLE lIi

ISSUANCE OF 2018 BONDS AND APPLICATION OF PROCEEDS

Section 3.01. Issuance and Delivery of the 2018 Bonds. At any time after the
execution of this Indenture, the Authority may execute and the Trustee shall authenticate
and, upon the Written Request of the Authority, deliver 2018 Bonds in the aggregate
principal amount of $ .

Section 3.02. Application of the Proceeds of the 2018 Bonds. On the Closing
Date the proceeds of the sale of the 2018 Bonds shall be paid by the Original Purchaser to

the Trustee in the amount of § , which is equal to the par amount of the 2018
Bonds of $ . The Trustee shall forthwith apply such proceeds as follows:
(a) The Trustee shall deposit the amount of $ in the Costs of

Issuance Fund;

{b) The Trustee shall transfer the amount of $ to U.S. Bank
National Association, as trustee under the 2005 Indenture, for the repayment of the
2005 Installment Sale Agreement and the refunding and defeasance of the 2005
Bonds, in accordance with the Irrevocable Refunding Instructions.

The Trustee may, in its discretion, establish additional accounts in its books and
records to facilitate the transfer of moneys.

Section 3.03, Establishment and Application of Costs of Issuance Fund. The
Trustee shall establish, maintain and hold in trust a separate fund designated as the "Costs
of Issuance Fund." The moneys in the Costs of Issuance Fund shall be used and withdrawn
by the Trustee to pay the Costs of Issuance relating to the 2018 Bonds upon submission of
Written Requisitions of the Authority stating the person to whom payment is to be made, the
amount o be paid, the purpose for which the obligation was incurred and that such payment
is a proper charge against said fund. Any such payment shall be made by check or wire
transfer in accordance with the payment instructions set forth in the applicable Written
Requisition or in invoices submitted in accordance therewith and the Trustee may rely on such
payment instructions though given by the Authority with no duty to investigate or inquire as to
the authenticity of the invoice or the payment instructions contained therein. The Trustee has
no obligation at any time to monitor the applications of any moneys paid pursuant to a
Written Requisition of the Authority. Ninety days after the Closing Date, or upon the earlier
Written Request of the Authority, all amounts remaining in the Costs of Issuance Fund shall
be transferred by the Trustee to the Interest Account of the Bond Service Fund and the
Costs of Issuance Fund shall be closed.

Section 3.04. Validity of Bonds. The validity of the authorization and issuance of
the Bonds is not dependent on and shall not be affected in any way by any proceedings
taken by the Authority or the Trustee with respect to or in connection with the or the Water
Enterprise Management Agreement. The recital contained in the Bonds that the same are
issued pursuant to the Constitution and laws of the State shall be conclusive evidence of
their validity and of compliance with the provisions of law in their issuance.

Section 3.05. Issuance of Additional Bonds. In addition to the 2018 Bonds, the
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Authority may, by Supplemental Indenture adopted pursuant to Section 9.01, issue Additional
Bonds payable from Gross Revenues on a parity basis with the 2018 Bonds and secured by a
lien upon and pledge of Net Revenues equal to the lien and pledge securing the 2018 Bonds,
and the Authority may issue and the Trustee may authenticate and deliver the Additional Bonds,
in such principal amount and for such lawful purpose or purposes (including refunding of the
2013 Bonds and any Bonds issued hereunder and then QCutstanding) as shall be determined by
the Authority in said Supplemental Indenture, but only upon compliance with the following
specific conditions, which are hereby made conditions precedent to the issuance of any
Additional Bonds:

{a) The Authority shall not be in default under this Indenture or any Supplemental
Indenture or under the 2013 Indenture.

(b) (i) The Net Revenues, calculated in accordance with sound accounting
principles, as shown by the books of the Authority for the most recent compieted Fiscal
Year for which audited financial statements are available, or for any more recent
consecutive twelve (12) month period selected by the Authority at its option, in either
case verified by a certificate or opinion of an Independent Account or Independent Fiscal
Consultant, plus the Additional Revenues, at least equal one hundred twenty-five
percent (125%) of the amount of Maximum Annual Debt Service with respect to the
Bonds, 2013 Bonds, and all Parity Obligaticns then outstanding (including the Additional
Bonds then proposed to be issued or incurred).

(i) For purposes of this subsection (b), the amount of any Refundable Credits that the
Authority expects to receive in a Fiscal Year shall be excluded from the amount of Gross
Revenues for such Fiscal Year, but shall be included as a credit against the applicable
amount of principal of and interest on the Additional Bonds or any other Parity
Obligations coming due in such Fiscal Year.

(i) The Authority may add to Net Revenues moneys transferred from the Rate
Stabilization Fund to the Revenue Fund during that Fiscal Year, except that the
calculation of Net Revenues may not include transfers from the Rate Stabilization Fund
to the extent that such additional moneys would be required to cause Net Revenues to
equal or exceed 100% of Annual Debt Service for outstanding Bonds, including the
proposed Additional Bonds, for that Fiscal Year.

(c) Such Additional Bonds shall be payable as to principal annually on May 1 of each
year in which principal falls due and shall be payable as to interest semiannually on May 1 and
November 1 of each year, provided that the first installment of interest may be payable on either
May 1 or November 1 and shali be for a pericd of no longer than twelve months as shall be
specified in the Supplemental indenture providing for the issuance of such Additional Bonds.

(d) The Authority shall deliver to the Trustee a Written Certificate of the Authority
certifying that the conditions precedent to the issuance of such Additional Bonds set forth in
subsections (a}, (b), and (c) of this Section 3.05 above have been satisfied.

Section 3.06. Parity Obligations. The Authority may issue or incur Parity Obligations,
other than Additional Bonds (which shall be issued pursuant to Section 3.05) during the term
of the Bonds only if:

(a) no Event of Default has occurred and is continuing under this Indenture and any
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Supplemental Indenture or under the 2013 Indenture;

(b) (i) The Net Revenues, calculated in accordance with sound accounting principles,
as shown by the books of the Authority for the most recent completed Fiscal Year for which
audited financial statements are available, or for any more recent consecutive twelve (12) month
period selected by the Authority at its option, in either case verified by a certificate or opinion of
an independent Accountant or Independent Fiscal Consultant, plus the Additional Revenues, at
least equal one hundred twenty-five percent {(125%) of the amount of Maximum Annual Debt
Service with respect to the Bonds and all Parity Obligations then outstanding (including the
Parity Obligations then proposed to be issued or incurred);

(ii) For purposes of this Section 3.06, the amount of any Refundable Credits that the
Authority expects to receive in a Fiscal Year shall be excluded from the amount of Gross
Revenues for such Fiscal Year, but shall be included as a credit against the applicable amount
of principal of and interest on such Parity Obligations or any other Parity Obligations coming due
in such Fiscal Year.

(iii) The Authority may add to Net Revenues moneys transferred from the Rate
Stabilization Fund to the Revenue Fund during that Fiscal Year, except that the calculation of
Net Revenues may not include transfers from the Rate Stabilization Fund to the extent that such
additional moneys would be required to cause Net Revenues to equal or exceed 100% of
Annual Debt Service for outstanding Bonds and any Parity Obligations, including the proposed
Parity Obligations, for that Fiscal Year.

{c) The Authority shall deliver to the Trustee a Written Certificate certifying that the
foregoing conditions have been met.
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ARTICLE IV

REDEMPTION OF 2018 BONDS

Section 4.01. Terms of Redemption.

(a) Mandatory Sinking Account _Redemption. The 2018 Bonds are subject to
mandatory redemption, in whole or in part by lot, on May 1 in each year, commencing May
1, 2018, as set forth below, from sinking fund payments made by the Authority to the
Principal Account pursuant to Section 5.03, at a redemption price equal to the principal
amount thereof to be redeemed, without premium, in the aggregate respective principal
amounts and on the dates in the respective years as set forth in the following table. No
notice or redemption shall be required to be sent by the Trustee to the Owners for
mandatory sinking fund redemption.

Sinking Account
Redemption Date Sinking
{(May 1) Account Payments
2018 $
2019
2020
2021
2022
2023
2024
2025
2026 (Maturity)

{b) Optional Redemption. The 2018 Bonds shall be subject to optional
redemption, as a whole or in part on any date prior to the maturity thereof, at the option of the
Authority, on or after , from funds derived by the Authority from any source, as set
forth in the following schedule. Notwithstanding the preceding sentence and the following
schedule, the 2018 Bonds shall additionally be subject to optional redemption, in part, on
any date, in an annual amount not to exceed 10% of the remaining Outstanding principal
amount of the 2018 Bonds, without premium, as long as the redemption is not funded from
the proceeds of Additional Bonds, Parity Obligations, or other forms of indebtedness.

Redemption made Redemption price
during 12-month period (percentage of principal

ending amount redeemed)
May 1, 2018 105%
May 1, 2019 105%
May 1, 2020 105%
May 1, 2021 104%
May 1, 2022 104%
May 1, 2023 103%
May 1, 2024 102%
May 1, 2025 101%
May 1, 2026 100%
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Section 4.02. Selection of 2018 Bonds for Redemption. With respect to any
partial redemption under Section 4.01(b), such partial redemption shall first be applied to
the sinking account payments under Section 4.01(a) in inverse order.

Section 4.03. Notice of Redemption. The Authority shall give the Trustee notice of
its determination to redeem any 2018 Bonds in accordance with Section 4.01(b) not less
than 60 days and no more than 20 days prior to the date fixed for redemption. Notice of
redemption shall be mailed by first class mail, postage prepaid, not less than 30 nor more
than 60 days before any redemption date, to respective Owners of any 2018 Bonds
designated for redemption at their addresses appearing on the Registration Books, and by
first class mail, facsimile or electronic mails, to the Information Services. Each notice of
redemption shall state the date of the notice, the redemption date, the place or places of
redemption, whether less than all of the 2018 Bonds (or all 2018 Bonds of a single maturity or
series) are to be redeemed, the Bond numbers (if less than all 2018 Bonds of a maturity are
redeemed) of the 2018 Bonds to be redeemed, the maturity or maturities of the 2018 Bonds
to be redeemed and in the case of 2018 Bonds to be redeemed in part only, the respective
portions of the principal amount thereof to be redeemed. Each such notice shall also state
that on the redemption date there will become due and payable on each of said 2018 Bonds
the redemption price thereof, and that from and after such redemption date interest thereon
shall cease to accrue, and shall require that such 2018 Bonds be then surrendered. Neither
the failure to receive any notice nor any defect therein shall affect the proceedings for such
redemption or the cessation of accrual of interest from and after the redemption date.
Notice of redemption of 2018 Bonds shall be given by the Trustee, at the expense of the
Authority, for and on behalf of the Authority.

A notice of optional redemption may be conditioned upon receipt of funds for such
redemption. The Authority has the right to rescind any optional redemption by written notice
to the Trustee on or prior to the date fixed for redemption. Any notice of redemption shall be
cancelled and annulied if for any reason funds are not available on the date fixed for
redemption for the payment in full of the 2018 Bonds then called for redemption, and such
cancellation shall not constitute an Event of Default hereunder. The Trustee shall mail notice
of rescission of redemption in the same manner notice of redemption was originally
provided.

Section 4.04. Partial Redemption of 2018 Bonds. Upon surrender of any 2018
Bonds redeemed in part only, the Authority shall execute and the Trustee shall authenticate
and deliver to the Owner thereof, at the expense of the Authority, a new Bond or 2018
Bonds of authorized denominations equal in aggregate principal amount to the unredeemed
portion of the 2018 Bonds surrendered.

Section 4.05. Effect of Redemption. Notice of redemption having been duly given
as aforesaid, and moneys for payment of the redemption price of, together with interest
accrued to the date fixed for redemption on, the 2018 Bonds (or portions thereof) so called
for redemption being held by the Trustee, on the redemption date designated in such notice,
the 2018 Bonds (or portions thereof) so called for redemption shall become due and
payable, interest on the 2018 Bonds so called for redemption shall cease to accrue, said
2018 Bonds (or portions thereof) shall cease to be entitled to any benefit or security under this
Indenture, and the Owners of said 2018 Bonds shall have no rights in respect thereof except
to receive payment of the redemption price thereof.
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ARTICLE V

REVENUES; FUNDS AND ACCOUNTS; PAYMENT OF PRINCIPAL AND
INTEREST

Section 5.01. Pledge and Assignment; Transfers to Bond Fund.

(a) Pledge of Net Revenues. All of the Net Revenues and any other amounts
held in any of the funds or accounts under this Indenture, are hereby irrevocably pledged,
charged and assigned to the punctual payment of the principal of and interest on the Bonds
and to the punctual payment of any Parity Obligations, and except as otherwise provided
herein the Net Revenues and such other funds shall not be used for any other purpose so
long as any of the Bonds remain Outstanding. Such pledge, charge and assignment shall
constitute a first lien on the Net Revenues and such other moneys for the payment of the
principal of and interest on the Bonds in accordance with the terms hereof and for the
payment of any Parity Obligations. All Net Revenues collected or received by the Authority
shall be deemed to be held, and to have been collected or received, by the Authority as the
agent of the Trustee and shall be paid by the Authority to the Trustee pursuant hereto.

(b) Deposits Into Revenue Fund; Transfers to Bond Fund. The Revenue Fund
has been heretofore established by the City and is held by the City, on behalf of the
Authority, pursuant to the Lease. The Authority hereby agrees and covenants to deposit all
of the Gross Revenues, including Refundable Credits, if any, immediately upon receipt in
the Revenue Fund. The Authority shall, from the moneys in the Revenue Fund, pay all
Operation and Maintenance Costs (including amounts reasonably required to be set aside in
contingency reserves for Operation and Maintenance Costs, the payment of which is not
then immediately required) as they become due and payable. On or before the fifth Business
Day preceding each Interest Payment Date, all remaining moneys in the Revenue Fund shall
be set aside by the Authority in the following special fund and withdrawn only for the
purposes hereinafter authorized in this Section: to the Trustee for deposit into the Bond
Fund the amount equal to (i) the aggregate amount of interest coming due and payable on
the Bonds on the next succeeding Interest Payment Date; plus (ii) one-half of the aggregate
amount of the principal (including any mandatory sinking account redemption amount) coming
due and payable on the next succeeding Principal Payment Date, which payments shall be
made on a parity basis with any outstanding Parity Obligations.

Amounts remaining in the Revenue Fund immediately after making the transfers
required to be made pursuant to this Section 5.01(b) and after the payment of any then
applicable fees and expenses of the Trustee shall be released to the Authority free and clear of
the lien of this Indenture, to be used by the Authority for any lawful purpose including but not
limited to making lease payments pursuant to the Lease.

Section 5.02. Covenant Regarding Net Revenues. The Authority shall manage,
conserve and apply the Net Revenues on deposit in the Revenue Fund in such a manner
that all deposits required to be made pursuant to the preceding Section 5.01 will be made at
the times and in the amounts so required.

Section 5.03. Creation of Bond Fund and Accounts Therein; Allocation of Net
Revenues. There are hereby created the following funds and accounts to be held and
administered by the Trustee pursuant to this Indenture: the Bond Fund, and, within the
Bond Fund, the Interest Account and the Principal Account. On or about the fifth Business
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Day preceding each date on which interest on or principal (including any mandatory sinking
account redemption amount) of the Bonds becomes due and payable, the Trustee shall
transfer from the Bond Fund and deposit into the following respective accounts (each of
which the Trustee shall establish and maintain within the Bond Fund), the following amounts
in the following order of priority, the requirements of each such account (including the
making up of any deficiencies in any such account resulting from lack of Net Revenues
sufficient to make any earlier required deposit) at the time of deposit to be satisfied before
any transfer is made to any account subsequent in priority:

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

{(b) The Trustee shall deposit in the Principal Account, the aggregate amount of
principal (including any mandatory sinking account redemption amount) becoming due and
payable on the Qutstanding Bonds, until the balance in said account is equal to said aggregate
amounts of such principal and mandatory sinking account redemption amount payments.

(c) The Trustee shall transfer any remaining amounts in the Bond Fund to the
Authority for any lawful use with respect to the Enterprise.

Section 5.04. Application of Interest Account. All amounts in the Interest Account
shall be used and withdrawn by the Trustee solely for the purpose of paying interest on the
Bonds as it becomes due and payable (including accrued interest on any Bonds purchased
or redeemed prior to maturity pursuant to this Indenture).

Section 5.05. Application of Principal Account. All amounts in the Principal Account
shall be used and withdrawn by the Trustee solely to pay the principal amount (including any
mandatory sinking account redemption amount} of the Bonds at their respective maturity dates.

Section 5.06. [Reserved].
Section 5.07. [Reserved].

Section 5.08. Application of Redemption Fund. The Trustee shall establish and
maintain the Redemption Fund, amounts in which shall be used and withdrawn by the
Trustee solely for the purpose of paying the principal of the Bonds to be redeemed
pursuant to Section 4.01(b); provided, however, that at any time prior to selection for
redemption of any such Bonds, the Trustee may apply such amounts to the purchase of
Bonds at public or private sale, as and when and at such prices (including brokerage and
other charges, but excluding accrued interest, which is payable from the Interest Account)
as shall be directed pursuant to a Written Request of the Authority, except that the
purchase price (exclusive of accrued interest) may not exceed the redemption price then
applicable to the Bonds.

Section 5.09. [Reserved].
Section 5.10. Rates and Charges.

(a) Covenant Regarding Gross Revenues. The Authority and the City shall fix,
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prescribe, revise and collect rates, fees and charges for the Enterprise as a whole for the
services and improvements furnished by the Enterprise during each Fiscal Year that are at
least sufficient, after making allowances for contingencies and error in the estimates, to
yield Gross Revenues that are sufficient to pay the following amounts in the following order
of priority:

(i) all anticipated Operation and Maintenance Costs of the
Enterprise for such Fiscal Year;

(i) principal (including from mandatory sinking fund payments)
and interest on the 2013 Bonds coming due in such Fiscal Year;

(iii) Annual Debt Service payments and principal and interest on
any Parity Obligations as they become due and payable during such Fiscal
Year, without preference or priority, except to the extent such Annual Debt
Service payments or principal and interest on any Parity Obligations are
payable from the proceeds of the Bonds or from any other source of legally
available funds of the Authority that have been deposited with the Trustee for
such purpose prior to the commencement of such Fiscal Year;

(iv) all other payments required to meet any other obligations of
the Authority that are charges, liens, encumbrances upon, or which are
otherwise payable, from Gross Revenues during such Fiscal Year.

(b) Covenant Regarding Net Revenues. In addition, the Authority and the City shall
fix, prescribe, revise and collect, or cause to be fixed, prescribed, revised and collected,
rates, fees and charges for the services and improvements furnished by the Enterprise
during each Fiscal Year which are sufficient to yield Net Revenues for the Enterprise, which
are at least equal to (i) prior to the refunding in full or repayment in fuli of the 2013 Bonds,
150% of the total Annual Debt Service payments and payments on other Parity Obligations
coming due and payable in such Fiscal Year, and (ii) after the refunding in full or repayment
in full of the 2013 Bonds, 120% of the total Annual Debt Service payments and payments on
other Parity Obligations coming due and payable in such Fiscal Year. For purposes of this
paragraph, the amount of Net Revenues for a Fiscal Year will be computed on the basis that
(1) any transfers into the Revenue Fund in that Fiscal Year from the Rate Stabilization Fund
are included in the calculation of Net Revenues, as provided in subsection (c) of this Section
5.10, and (2) any deposits into the Rate Stabilization Fund in that Fiscal Year are deducted
from the amount of Net Revenues, but only to the extent such deposits are made from Gross
Revenues received by the Authority during that Fiscal Year.

(c) Rate Stabilization Fund. The Authority or the City shall have the right at any time to
establish a fund to be held by either of them and administered in accordance with this Section
5.10(c), for the purpose of stabilizing the rates and charges imposed by the Authority and the
City with respect to the Enterprise. From time to time Authority and the City, or either of them,
may deposit amounts in the Rate Stabilization Fund, from any source of legally available funds,
including but not limited to Net Revenues which are released from the pledge and lien which
secures the Annual Debt Service payments. The Rate Stabilization Fund shall be accounted for
as a separate fund, although amounts credited to it may be commingled with other funds of the
Authority or the City, as applicable.

The Authority or the City, as applicable, may, but is not be required to, withdraw
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amounts on deposit in the Rate Stabilization Fund and deposit or cause to be deposited, as the
case may be, such amounts in the Revenue Fund in any Fiscal Year for the purpose of paying
Annual Debt Service payments or payments on Parity Obligations coming due and payable in
such Fiscal Year. Amounts so transferred from the Rate Stabilization Fund to the Revenue
Fund in any Fiscal Year constitute Gross Revenues for that Fiscal Year (except as otherwise
provided herein), and will be applied for the purposes of the Revenue Fund. Amounts on
deposit in the Rate Stabilization Fund are not pledged to and do not otherwise secure Annual
Debt Service payments or payments on Parity Obligations. All interest or other earnings on
deposits in the Rate Stabilization Fund will be retained therein or, at the option of the Authority
or the City, be applied for any other lawful purposes. The Autherity and City has the right at any
time to withdraw any or all amounts deposited by the Authority or the City, as applicable, in and
remaining on deposit in the Rate Stabilization Fund and apply such amounts for any other lawful
purposes of the Authority or the City, as applicable.

(d} Treatment of Refundabie Credits. For purposes of compliance with the covenants
contained in this Section 5.10, the amount of any Refundable Credits that the Authority expects
to receive in a Fiscal Year shall be excluded from the amount of Gross Revenues for such
Fiscal Year, but shall be included as a credit against the applicable amount of debt service on
Parity Obligations coming due in such Fiscal Year.

Section 5.11. Budget and Appropriation of Annual Debt Service Payments. So
long as any Bonds remain Qutstanding, the Authority covenants that it shall adopt and make
all necessary budgets and appropriations of the Annual Debt Service payments from the Net
Revenues. In the event any Annual Debt Service payment requires the adoption by the
Authority of any supplemental budget or appropriation, the Authority shall promptly adopt
the same. The covenants on the part of the Authority contained in this Section 5.11 shall be
deemed to be and shall be construed to be duties imposed by law and it shall be the duty of
each and every public official of the Authority to take such action and do such things as are
required by law in the performance of the official duty of such officials to enable the
Authority to carry out and perform the covenants and agreements in this Section 5.11.

Section 5.12. Special Obligation of the Authority; Obligations Absolute. The
Authority's abligation to pay the Annual Debt Service payments and any other amounts
coming due and payable hereunder shall be a special obligation of the Authority limited
solely to the Net Revenues. Under no circumstances shall the Authority be required to
advance moneys derived from any source of income other than the Net Revenues and
other sources specifically identified herein for the payment of the Annual Debt Service
payments, nor shall any other funds or property of the Authority be liable for the payment of
the Annual Debt Service payments and any other amounts coming due and payable
hereunder.

The obligations of the Authority to make the Annual Debt Service payments from the
Net Revenues and to perform and observe the other agreements contained herein shall be
absolute and unconditional and shall not be subject to any defense or any right of setoff,
counterclaim or recoupment arising out of any breach of the Authority or the Trustee of any
obligation with respect to the Enterprise, whether hereunder or otherwise, or out of
indebtedness or liability at any time owing to the Authority by the Trustee. Until such time as
all of the Annual Debt Service payments and all other amounts coming due and payable
hereunder shall have been fully paid or prepaid, the Authority (a) will not suspend or
discontinue payment of any Annual Debt Service payments or such other amounts, and (b)
will perform and observe all other agreements contained in this Indenture, including, without
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limiting the generality of the foregoing, the occurrence of any acts or circumstances that
may constitute failure of consideration, eviction or constructive eviction, destruction of or
damage to the Enterprise, sale of the Enterprise, the taking by eminent domain of titie to or
temporary use of any component of the Enterprise, commercial frustration of purpose, any
change in the tax law or other laws of the United States of America or the State or any
political subdivision of either thereof or any failure of the Authority or the Trustee to perform
and observe any agreement, whether expressed or implied, or any duty, liability or obligation
arising out of or connected with this Indenture.

Section 5.13. Investments. All moneys in any of the funds or accounts established
with the Trustee pursuant to this indenture shall be invested by the Trustee solely in
Permitted Investments. Such investments shall be directed by the Authority pursuant to a
Written Request of the Authority filed with the Trustee at least two (2) Business Days in
advance of the making of such investments. In the absence of any such directions from the
Authority, the Trustee shall invest any such moneys in Permitted Investments described in
clause 7 of the definition thereof. Permitted Investments purchased as an investment of
moneys in any fund shall be deemed to be part of such fund or account.

All interest or gain derived from the investment of amounts in any of the funds or
accounts established hereunder shall be deposited in the Bond Fund. For purposes of
acquiring any investments hereunder, the Trustee may commingle funds held by it
hereunder. The Trustee, or its affiliate, may act as principal or agent in the acquisition or
disposition of any investment and may impose its customary charges therefor. The Trustee
shall incur no liability for losses arising from any investments made pursuant to this Section
5.13.

The Trustee may sell at the best price reascnably obtainable, or present for
prepayment, any Permitted Investment so purchased by the Trustee whenever it shall be
necessary in order to provide moneys to meet any required payment, fransfer, withdrawal or
disbursement from the fund to which such Permitted Investment is credited, and the Trustee
shall not be liable or responsible for any loss resulting from any such Permitted Investment.

The Authority acknowledges that to the extent regulations of the Comptroller of the
Currency or other applicable regulatory entity grant the Authority the right to receive
brokerage confirmations of security transactions as they occur, the Authority will not receive
such confirmations to the extent permitted by law. The Trustee will provide to the Authority
periodic cash transaction statements that shall include detailed information for all investment
transactions made by the Trustee under this Indenture.

The Trustee may make any investments authorized hereunder through the Trustee's
own bond or investment department or trust investment department, or those of its parent or
any affiliate.

The Trustee or any of its affiliates may act as sponsor, advisor or manager in
connection with any investments made by the Trustee hereunder.

Section 5.14. Valuation of Investments. For the purpose of determining the amount
in any fund or account, the value of Permitted Investments credited to such fund or account
shall be valued by the Trustee on or before each Interest Payment Date at the market value
thereof (excluding any accrued interest). The Trustee may utilize computer pricing services
as are available to it in making such valuations. Any deficiency in a fund or account resulting
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from a decline in market value shall be restored by the Authority no later than the next
scheduled valuation date.

ARTICLE Vi
PARTICULAR COVENANTS

Section 6.01. Punctual Payment; Compliance with Documents. The Authority shall
punctually pay or cause to be paid the principal of and interest on all the Bonds in strict
conformity with the terms of the Bonds and of this Indenture, according to the true intent and
meaning thereof, but only out of Net Revenues and other assets pledged for such payment as
provided in this Indenture, and will faithfully observe and perform all of the conditions, covenants
and requirements of this Indenture. In the event that for any reason the Authority is unable to
perform its covenants and agreements under this Indenture, because of premature
termination of the Lease or otherwise, the City shall, on behalf of the Authority, punctually pay
or cause to be paid the principal of and interest on all the Bonds in strict conformity with the
terms of the Bonds and of this Indenture, according to the true intent and meaning thereof and
hereof, but only out of Net Revenues and other assets pledged for such payment as provided in
this Indenture, and the City will, on behalf of the Authority, faithfully observe and perform all of
the conditions, covenants and requirements of this Indenture.

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

Section 6.03. Against Encumbrances. The Authority shall not create, or permit the
creation of, any pledge, lien, charge or other encumbrance upon the Net Revenues and
other assets pledged or assigned under this Indenture while any of the Bonds are
Qutstanding, except the pledge and assignment created by this Indenture with respect to the
Bonds and Parity Obligations. Any refunding of the 2013 Bonds shall be on a parity basis
with the Bonds. Subject to this limitation, the Authority expressly reserves the right to enter
into one or more other indentures for any of its corporate purposes, and reserves the right to
issue other obligations for such purposes, which are payable on a basis subordinate to the
payment of Annual Debt Service on the Bonds and the payment of Parity Obligations.

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

Section 6.05. Accounting Records and Financial Statements. The Trustee shall
at all times keep, or cause to be kept, proper books of record and account, prepared in
accordance with industry standards, in which complete and accurate entries shall be made of
all transactions made by it relating to the proceeds of Bonds and all funds and accounts
established pursuant to this Indenture. The Trustee shall, upon the written request of the
Owner of any of the Outstanding Bonds, provide a copy of the monthly statements relating
to the Bonds at the expense of such Owner. Such books of record and account shall be
available for inspection by the Authority or the City during business hours and under
reasonable circumstances.

The Authority shall at all times keep, or cause to be kept, proper books of record and
account prepared in accordance with industry standards in which complete and accurate
entries shall be made of all transactions made by it relating to Net Revenues and all funds
and accounts established pursuant to this Indenture. The Authority shall cause to be
performed a component audit of the Enterprise within 270 days of the end of each Fiscal
Year and shall provide such audit to the Owner. The Authority shall also provide additional
information as reasonably requested by the Owner.

In addition, unless otherwise provided in the audited financial statements, the Authority
shall provide the following information to Owners at their addresses on the registration books:

(i) Information in the form of Table 10 of the official statement related to the 2013
Bonds (the “2013 Official Statement”) concerning operating revenues and expenses of
the Authority’s Enterprise for the then-preceding fiscal year, including net revenues of
the Enterprise and debt service coverage.

(i) The amount of water production in the then-preceding fiscal year in the form
of Table 2 of the 2013 Official Statement.

(iif) A description of any Additional Bonds issued or Parity Obligations incurred
during the then-preceding fiscal year.

(iv) Updated tables for the then-preceding fiscal year in the form of Tables 4, 5,
and 6 of the 2013 Official Statement.

Section 6.06. [Reserved].

Section 6.07. Covenants to Maintain Tax-Exempt Status. The Authority and the
City covenant as follows in this Section:

(@) Private Business Use Limitation. The Authority and the City shall assure that the
proceeds of the 2018 Bonds are not used in a manner which would cause the 2018 Bonds to
satisfy the private business tests of Section 141(b) of the Code or the private loan financing test
of Section 141(c) of the Code.

(b) Federal Guarantee Prohibition. The Authority and the City may not take any
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action or permit or suffer any action to be taken if the result of the same would be to cause the
2018 Bonds to be “federally guaranteed” within the meaning of Section 149(b) of the Code.

(c) No Arbitrage. The Authority and the City may not take, or permit or suffer to be
taken by the Trustee or otherwise, any action with respect to the proceeds of the 2018 Bonds or
of any other obligations which, if such action had been reasonably expected to have been
taken, or had been deliberately and intentionally taken, on the Closing Date, would have caused
the 2018 Bonds to be “arbitrage bonds” within the meaning of Section 148(a) of the Code.

(d) Maintenance of Tax Exemption. The Authority and the City shall take all actions
necessary to assure the exclusion of interest on the 2018 Bonds from the gross income of the
Owners of the 2018 Bonds to the same extent as such interest is permitted to be excluded from
gross income under the Code as in effect on the Closing Date.

(e) Rebate of Excess Investment Earnings fo United States. The Authority and the
City shall calculate or cause to be calculated all amounts of Excess Investment Earnings which
are required to be rebated to the United States of America under Section 148(f) of the Code, at
the times and in the manner required under the Code. The Authority shall pay when due an
amount equal to Excess Investment Earnings to the United States of America in such amounts,
at such times and in such manner as may be required under the Code. The Authority shall keep
or cause to be kept, and retain or cause to be retained for a period of 6 years following the
retirement of the 2018 Bonds, records of the determinations made under this subsection (e).

Section 6.08. Waiver of Laws. The Authority shall not at any time insist upon or
plead in any manner whatsoever, or claim or take the benefit or advantage of, any stay or
extension law now or at any time hereafter in force that may affect the covenants and
agreements contained in this Indenture or in the Bonds, and all benefit or advantage of any
such law or laws is hereby expressly waived by the Authority to the extent permitted by law.

Section 6.09. Protection of Security and Rights of Owners. The Authority wili
preserve and protect the security of the Bonds and the Owners. From and after the date of
issuance of any Bonds, such Bonds shall be incontestable by the Authority.

Section 6.10. Further Assurances. The Authority will adopt, make, execute and
deliver any and all such further resolutions, instruments and assurances as may be
reasonably necessary or proper to carry out the intention or to facilitate the performance of
this Indenture and for the better assuring and confirming unto the Owners of the Bonds of
the rights and benefits provided in this Indenture.

Section 6.11. Maintenance, Utilities, Taxes and Assessments. So long as any
Bonds remain Qutstanding, all improvement, repair and maintenance of the Enterprise shall
be the responsibility of the Authority, and the Authority shall pay for or otherwise arrange
for the payment of all utility services supplied to the Enterprise, which may include, without
limitation, janitor service, security, power, gas, telephone, light, heating, water and all other
utility services, and shall pay for or otherwise arrange for the payment of the cost of the
repair and replacement of the Enterprise resulting from ordinary wear and tear.

The Authority shall also pay or cause to be paid all taxes and assessments of any
type or nature, if any, charged to the Authority affecting the Enterprise or its interest or
estate therein; provided, however, that with respect to special assessments or other
governmental charges that may lawfully be paid in instailments over a period of years, the
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Authority shall be obligated to pay only such instaliments as are required to be paid so long
as any Bonds remain Outstanding as and when the same become due.

The Authority may, at the Authority's expense and in its name, in good faith contest
any such taxes, assessments, utility and other charges and, in the event of any such
contest, may permit the taxes, assessments or other charges so contested to remain unpaid
during the period of such contest and any appeal therefrom unless the Trustee shall notify
the Authority that, in its opinion, by nonpayment of any such items, the interest of the
Owners of the Bonds hereunder will be materially adversely affected, in which event the
Authority shall promptly pay such taxes, assessments or charges or provide the Trustee with
full security against any loss which may resuit from nonpayment, in form satisfactory to the
Trustee.

Section 6.12, Operation of Enterprise. The Authority covenants and agrees and, in
the event that for any reason the Authority is unable to perform its covenants and
agreements under this Indenture, because of premature termination of the lLease or
otherwise, the City covenants and agrees, to operate the Enterprise in an efficient and
economical manner and to operate, maintain and preserve the Enterprise in good repair and
working order. The Authority and the City covenant that, in order to fully preserve and
protect the priority and security of the Bonds, the Authority or the City, as applicable, shalil
pay from the Gross Revenues, and discharge all lawful claims for labor, materials and
supplies furnished for or in connection with the Enterprise which, if unpaid, may become a
lien or charge upon the Gross Revenue prior or superior to the lien granted hereunder, or
which may otherwise impair the ability of the Authority to pay the Annual Debt Service
payments in accordance herewith.

Section 6.13. Public Liability and Property Damage Insurance. The Authority
shall maintain or cause to be maintained, so long as any Bonds remain Outstanding, but
only if and to the extent available at reasonable cost from reputable insurers, a standard
comprehensive general insurance policy or policies in protection of the Authority, the City,
and their respective members, officers, agents, assignees and employees. Said policy or
policies shall provide for indemnification of said parties against direct or contingent loss or
liability for damages for hodily and personal injury, death or property damage occasioned by
reason of the operation of the Enterprise. Said policy or policies shall provide coverage in
such liability limits and shall be subject to such deductibles as shall be customary with
respect to works and property of a like character. Such liability insurance may be maintained
as part of or in conjunction with any other liability insurance coverage carried by the Authority
or the City, and may be maintained in whole or in part in the form of self-insurance by the
Authority or the City, in the form of the participation by the Authority or the City in a joint
powers agency or other program providing pooled insurance. The proceeds of such liability
insurance shall be applied toward extinguishment or satisfaction of the liability with respect
to which such proceeds shall have been paid.

Section 6.14. Casualty Insurance. The Authority shall procure and maintain, or
cause to be procured and maintained, so long as any Bonds remain OQutstanding, but only in
the event and to the extent available from reputable insurers at reasonable cost, casualty
insurance against loss or damage to any improvements constituting any part of the
Enterprise, covering such hazards as are customarily covered with respect to works and
property of like character. Such insurance may be subject to deductible clauses which are
customary for works and property of a like character. Such insurance may be maintained as
part of or in conjunction with any other casualty insurance carried by the Authority and may
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be maintained in whole or in part in the form of self-insurance by the Authority, subject to the
provisions of Section 6.15, or in the form of the participation by the Authority in a joint powers
agency or other program providing pooled insurance. All amounts collected from insurance
against accident to or destruction of any portion of the Enterprise shall be used to repair,
rebuild or replace such damaged or destroyed portion of the Enterprise, and to the extent
not so applied or to the extent the Authority determines it is not economically feasible or in
the best interests of the Authority to so repair, rebuild or replace such damaged or destroyed
portion of the Enterprise, shall be applied to redeem the 2013 Bonds and, to the extent
available after application in accordance with the 2013 Indenture, the Bonds pro rata with
other Parity Obligations.

Section 6.15. Insurance Net Proceeds; Form of Policies. The Authority shall pay
or cause to be paid when due the premiums for all insurance policies required by the
Lease. The Authority shall annually on or before December 1 deliver to the Trustee a
certificate to the effect that the Authority has complied with the requirements of Sections
6.13 and 6.14 hereof. In the event that any insurance required pursuant to Sections 6.13 or
6.14 shall be provided in the form of self-insurance, the Authority shall file with the Trustee
annually, within ninety (90) days following the close of each Fiscal Year, a statement of an
independent actuarial consultant identifying the extent of such self-insurance and stating
the determination that the Authority maintains sufficient reserves with respect thereto. In
the event that any such insurance shall be provided in the form of self-insurance by the
Authority, the Authority shall not be obligated to make any payment with respect to any
insured event except from Revenue or from such reserves.

Section 6.16. Eminent Domain. Any amounts received as awards as a result of
the taking of all or any part of the Enterprise by the lawful exercise of eminent domain, at the
election of the Authority (evidenced by a Written Certificate of the Authority filed with the
Trustee and the Authority) shall either (a) be used for the lease, acquisition or construction
of improvements and extension of the Enterprise, or (b) be applied to redeem the 2013
Bonds and, to the extent available after application in accordance with the 2013 Indenture,
the Bonds pro rata with other Parity Obligations.

Section 6.17. Restriction on Sale of Enterprise. The Authority covenants that, so
long as any Bonds remain Outstanding, the Authority will not sell, lease, encumber or
otherwise dispose of any substantial portion of the Enterprise to another public entity (other
than the City), unless the proceeds of such sale, lease, encumbrance or other disposal
shall be adequate, and shall be used, to discharge this Indenture as provided in Article X
hereof. For purposes of this covenant, a "substantial portion" of the Enterprise shall consist
of more than five percent (5%) of the book value of the Enterprise. Nothing in this covenant
shall be construed to restrict the sale, lease, encumbrance or otherwise disposition by the
Authority of less than a substantial portion of the Enterprise, provided that such sale, lease,
encumbrance or otherwise disposition is determined by the Authority to be necessary or
desirable for the improvement, expansion or repair of the Enterprise, and the proceeds of
such sale are used either to fund such improvement, expansion or repair of the Enterprise, or
to redeem a portion of the 2013 Bonds and, to the extent available after application in
accordance with the 2013 Indenture, the Bonds pursuant to Section 4.01(b) hereof.

Section 6.18. Covenant to Maintain the lLease; Premature Termination of the
Lease. The Authority and the City covenant that, so long as any Bonds remain
Qutstanding, neither party shall cause the Lease to be terminated, and each party shall do
or cause to be done all further acts and things, in each case, as may be proper or
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reasonably necessary, to ensure the enfarceability thereof. Notwithstanding the obligations
of the Authority and the City to maintain the Lease, in the event the Lease shall,
nevertheless, be terminated prematurely, the City shall faithfully fulfilt all of its covenants
set forth in Section 6.01 and shall have all of the rights and benefits contained in this
indenture, including, without limitation, the rights to issue Additional Bonds, enter into parity
installment Sale Agreements and to issue or incur other Parity Obligations hereunder.

ARTICLE Vii
EVENTS OF DEFAULT AND REMEDIES OF OWNERS

Section 7.01. Events of Default and Acceleration of Maturities. The following
events shall be Events of Default hereunder:

(a) Default in the due and punctual payment of the principal (including any
mandatory sinking account amount) of any Bond when and as the same shall become due and
payable, whether at maturity as therein expressed, by proceedings for mandatory sinking fund
redemption, by declaration or otherwise. No effect shall be given to payments made under the
Insurance Policy for purposes of this subsection.

{b) Default in the due and punctual payment of any instaliment of interest on any
Bond when and as such interest installment shall become due and payable. No effect shall be
given to payments made under the Insurance Policy for purposes of this subsection.

(c) Default by the Authority in the observance of any of the other covenants,
agreements or conditions on its part in this Indenture or in the Bonds contained (including, but
not limited to, the failure to provide financial information to the Owners), if such default shall
have continued for a period of thirty (30) days after written notice thereof, specifying such
default and requiring the same to be remedied, shall have been given to the City and the
Authority by the Trustee; provided, however, that, subject to Section 11.02, if in the reasonable
opinion of the Authority the default stated in the notice (other than a default in the payment of
any fees and expenses owing to the Trustee) can be corrected, but not within such thirty (30)
day period, such default shall not constitute an Event of Default hereunder if the Authority shall
commence to cure such default within such thirty (30) day period and thereafter diligently and in
good faith cure such failure in a reasonable period of time.

(d) The filing by the Authority of a petition or answer seeking reorganization or
arrangement under the Federal bankruptcy laws or any other applicable law of the United States
of America, or if a federal or state court of competent jurisdiction shall approve a petition, filed
with or without the consent of the Authority, seeking reorganization under the Federal
bankruptcy laws or any other applicable law of the United States of America, or if, under the
provisions of any other law for the relief or aid of debtors, any federal or state court of
competent jurisdiction shall assume custody or control of the Authority or of the whole or any
substantial part of its property.

(e) If an Event of Default occurs under the 2013 Indenture.
Upon the occurrence and during the continuance of any Event of Default, the interest

rate on the 2018 Bonds shall be the Default Rate, and the Trustee may, and, at the written
direction of the Owners of a majority in aggregate principal amount of the Bonds at the time
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Outstanding, shall, declare the principal of all of the Bonds then Outstanding, and the interest
accrued thereon, to be due and payable immediately, and upon any such declaration the same
shall become and shall be immediately due and payable, anything in this Indenture or in the
Bonds contained to the contrary notwithstanding. This provision, however, is subject to the
condition that if, at any time after the principal of the Bonds shall have been so declared due
and payable and before any judgment or decree for the payment of the moneys due shall have
been obtained or entered, the Authority shall deposit with the Trustee a sum sufficient to pay all
of the principal (including any mandatory sinking account amount) of and interest on the Bonds
having come due prior to such declaration, with interest on such overdue principal {including
any mandatory sinking account amount) and interest calculated at the net effective rate of
interest per annum then borne by the Outstanding Bonds, and the reasonable fees and
expenses of the Trustee, together with interest thereon at the prime rate of the Trustee then in
effect, and any and all other defaults that have been noticed (other than payment defauits) to
the Trustee (other than in the payment of the principal of and interest on the Bonds having come
due and payable solely by reason of such deciaration) shall have been made good or cured to
the satisfaction of the Trustee or provision deemed by the Trustee to be adequate shall have
been made therefor, then, and in every such case, the Trustee, or, the Owners of a majority in
aggregate principal amount of the Bonds at the time Outstanding may, by written notice to the
Authority and to the Trustee, on behalf of the Owners of all of the Outstanding Bonds, rescind
and annul such declaration and its consequences and the interest rate on the 2018 Bonds shall
no longer be the Default Rate. However, no such rescission and annulment shall extend to or
shall affect any subsequent default, or shall impair or exhaust any right or power consequent
thereon.

Section 7.02. Application of Funds Upon Acceleration. All amounts received by
the Trustee pursuant to any right given or action taken by the Trustee under the provisions
of this Indenture and all other funds then held by the Trustee hereunder shall be applied by
the Trustee in the following order:

First, to the payment of fees, charges and expenses of the Trustee (including
fees and disbursements of its counsel and financial consultants) incurred in and
about the performance of its powers and duties under this Indenture; and

Second, to the payment of the whole amount then owing and unpaid upon the
Bonds for interest and principal (inciuding any mandatory sinking account redemption
amount), with interest on such overdue amounts to the extent permitted by law at the
net effective rate of interest then borne by the Qutstanding Bonds, and in case such
moneys shall be insufficient to pay in full the whole amount so owing and unpaid upon
the Bonds, then to the payment of such interest, principal (including any mandatory
sinking account amount) and interest on overdue amounts without preference or
priority among such interest, principal (including any mandatory sinking account
amount) and interest on overdue amounts ratably to the aggregate of such interest,
principal (including any mandatory sinking account amount) and interest on overdue
amounts.

Section 7.03. Other Remedies; Rights of Owners. Upon the occurrence of an
Event of Default, the Trustee may pursue any available remedy, in addition to the remedy
specified in Section 7.01, at law or in equity to enforce the payment of the principal of and
interest on the Outstanding Bonds, and to enforce any rights of the Trustee under or with
respect to this Indenture. Such available remedies shall include the right to seek specific
performance of the Authority's obligations hereunder.
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If an Event of Default shall have occurred and be continuing and if requested so to do
by the Owners of a majority in aggregate principal amount of Outstanding Bonds and
indemnified as provided in Section 8.06, the Trustee shall be obligated to exercise such one
or more of the rights and powers conferred by this Article ViI, as the Trustee, being advised
by counsel, shall deem in the interests of the Owners.

No remedy by the terms of this Indenture conferred upon or reserved to the Trustee
(or to the Owners) is intended to be exclusive of any other remedy, but each and every
such remedy shall be cumulative and shall be in addition to any other remedy given to the
Trustee or to the Owners hereunder or now or hereafter existing at law or in equity.

No delay or omission to exercise any right or power accruing upon any Event of
Default shall impair any such right or power or shall be construed to be a waiver of any
such Event of Default or acquiescence therein; such right or power may be exercised from
time to time as often as may be deemed expedient.

Section 7.04. Power of Trustee to Control Proceeding. In the event that the
Trustee, upon the happening of an Event of Default, shall have taken any action, by judicial
proceedings or otherwise, pursuant to its duties hereunder, whether upon its own discretion
or upon the request of the Owners of a majority in principal amount of the Bonds then
Outstanding, it shall have full power, in the exercise of its discretion for the best interests of
the Owners of the Bonds, with respect to the continuance, discontinuance, withdrawal,
compromise, settlement or other disposal of such action; provided, however, that the
Trustee shall not, uniess there no longer continues an Event of Default, disconfinue,
withdraw, compromise or settle, or otherwise dispose of any litigation pending at [aw or in
equity, if at the time there has been filed with it a written request signed by the Owners of a
majority in principal amount of the Ouistanding Bonds hereunder opposing such
discontinuance, withdrawal, compromise, settlement or other disposal of such litigation. Any
suit, action or proceeding which any Owner of Bonds shall have the right to bring to enforce
any right or remedy hereunder may be brought by the Trustee for the equal benefit and
protection of all Owners of Bonds similarly situated and the Trustee is hereby appoinied
(and the successive respective Owners of the Bonds issued hereunder, by taking and
holding the same, shall be conclusively deemed so to have appointed it) the frue and lawful
attorney-in-fact of the respective Owners of the Bonds for the purpose of bringing any such
suit, action or proceeding and to do and perform any and all acts and things for and on
behalf of the respective Owners of the Bonds as a class or classes, as may be necessary
or advisable in the opinion of the Trustee as such attorney-in-fact. Trustee's counsel shall not
be deemed under any circumstances to be counsel to the Owners. Communications
between the Trustee and Trustee's counsel shall be deemed confidential and privileged
entitled to all protection under the law.

Section 7.05. Appointment of Receivers. Upon the occurrence of an Event of
Default hereunder, and upon the filing of a suit or other commencement of judicial
proceedings to enforce the rights of the Trustee and of the Owners under this Indenture,
the Trustee shall be entitled, as a matter of right, to the appoiniment of a receiver or
receivers of the Revenue and other amounts pledged hereunder, pending such
proceedings, with such powers as the court making such appointment shall confer.

Section 7.06. Non-Waiver. Nothing in this Article VIl or in any other provision of this
Indenture, or in the Bonds, shall affect or impair the obligation of the Authority, which is
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absolute and unconditional, to pay the interest on and principal of the Bonds to the
respective Owners of the Bonds at the respective dates of maturity, as herein provided, out
of the Net Revenues and other moneys herein pledged for such payment.

A waiver of any default or breach of duty or contract by the Trustee or any Owners
shall not affect any subsequent default or breach of duty or contract, or impair any rights or
remedies on any such subsequent default or breach. No delay or omission of the Trustee or
any Owner of any of the Bonds to exercise any right or power accruing upon any default
shall impair any such right or power or shall be construed to be a waiver of any such default
or an acquiescence therein, and every power and remedy conferred upon the Trustee or
Owners by the Bond Law or by this Article Vil may be enforced and exercised from time to
time and as often as shall be deemed expedient by the Trustee or the Owners, as the case
may be.

Section 7.07. Rights and Remedies of Owners. No Owner of any Bond issued
hereunder shall have the right to institute any suit, action or proceeding at law or in equity,
for any remedy under or upon this indenture unless (a) such Owner shall have previously
given to the Trustee written notice of the occurrence of an Event of Default; (b) the Owners of
a majority in aggregate principal amount of all the Bonds then Outstanding shali have made
written request upon the Trustee to exercise the powers hereinbefore granted or to institute
such action, suit or proceeding in its own name; (c) said Owners shall have tendered to the
Trustee indemnity acceptable to the Trustee in its sole discretion against the costs,
expenses and liabilities to be incurred in compliance with such request; (d) the Trustee shall
have refused or omitted to comply with such request for a period of sixty (60) days after
such written request shall have been received by, and said tender of indemnity shall have
been made to, the Trustee; and (e) the Trustee has not received any inconsistent direction
during such 60-day period from the Owners of a majority in aggregate principal amount of
the Outstanding Bonds.

Such notification, reguest, tender of indemnity and refusal or omission are hereby
declared, in every case, to be conditions precedent to the exercise by any Owner of Bonds of
any remedy hereunder; it being understood and intended that no one or more Owners of
Bonds shall have any right in any manner whatever by his or their action to enforce any right
under this Indenture, except in the manner herein provided, and that all proceedings at law
or in equity to enforce any provision of this Indenture shall be instituted, had and maintained
in the manner herein provided and for the equal benefit of all Owners of the Outstanding
Bonds.

The right of any Owner of any Bond to receive payment of the principal of and
interest on such Bond as herein provided or to institute suit for the enforcement of any such
payment, shall not be impaired or affected without the written consent of such Owner,
notwithstanding the foregoing provisions of this Section or any other provision of this
Indenture.

Section 7.08. Termination of Proceedings. In case the Trustee shall have
proceeded to enforce any right under this Indenture by the appointment of a receiver or
otherwise, and such proceedings shall have been discontinued or abandoned for any
reason, or shall have been determined adversely, then and in every such case, the
Authority, the Trustee, and the Owners shall be restored to their former positions and rights
hereunder, respectively, with regard to the property subject to this indenture, and all rights,
remedies and powers of the Trustee. The Owners shall continue as if no such proceedings
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had been taken.
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ARTICLE VIl
THE TRUSTEE
Section 8.01. Duties, Immunities and Liabilities of Trustee.

(a) The Trustee shall, prior to an Event of Default, and after the curing or waiver of
all Events of Default which may have occurred, perform such duties and only such duties as are
expressly and specifically set forth in this Indenture and no implied duties or covenants
whatsoever shall be read into this indenture against the Trustee. The Trustee shall, during the
existence of any Event of Default (which has not been cured or waived), exercise such of the
rights and powers vested in it by this Indenture, and use the same degree of care and skill in its
exercise, as a corporate trustee would exercise or use under the circumstances.

{s)] The Authority may remove the Trustee at any time unless an Event of Default
shall have occurred and then be continuing. The Authority shall remove the Trustee if at any
time requested to do so by the Owners of not less than a majority in aggregate principai amount
of the Bonds then Qutstanding or their attorneys duly authorized in writing, or if at any time the
Trustee shall cease to be eligible in accordance with subsection (e) of this Section 8.01, or shall
become incapable of acting, or shall be adjudged a bankrupt or insolvent, or a receiver of the
Trustee or its property shall be appointed, or any public officer shall take control or charge of the
Trustee or of its property or affairs for the purpose of rehabilitation, conservation or liquidation,
in each case by giving written notice of such removal to the Trustee and thereupon shali appoint
a successor Trustee by an instrument in writing. Any such removal shall be made upon at least
thirty (30) days' prior written notice to the Trustee.

(c) The Trustee may at any time resign by giving written notice of such resignation to
the Authority and by giving the Owners notice of such resignation by mail at the respective
addresses shown on the Registration Books. Upon receiving such notice of resignation, the
Authority shall promptly appoint a successor Trustee by an instrument in writing.

(d) Any removal or resignation of the Trustee and appointment of a successor
Trustee shall become effective upon acceptance of appointment by the successor Trustee
pursuant to the terms hereof. If no successor Trustee shall have been appointed and have
accepted appointment within forty-five (45) days of giving notice of removal or notice of
resignation as aforesaid, the Authority shall petition any federal or state court of competent
jurisdiction for the appointment of a successor Trustee, and such court may thereupon, after
such notice (if any) as it may deem proper, appoint such successor Trustee. Any successor
Trustee appointed under this Indenture, shall signify its acceptance of such appointment by
executing and delivering to the Authority and to its predecessor Trustee a written acceptance
thereof, and thereupon such successor Trustee, without any further act, deed or conveyance
shall become vested with all the moneys, estates, properties, rights, powers, trusts, duties and
obligations of such predecessor Trustee, with like effect as if originally named Trustee herein;
but, nevertheless at the Written Request of the Authority or the request of the successor
Trustee, such predecessor Trustee shall execute and deliver any and all instruments of
conveyance or further assurance and do such other things as may reasonably be required for
more fully and certainly vesting in and confirming to such successor Trustee all the right, title
and interest of such predecessor Trustee in and to any property held by it under this Indenture
and shall pay over, transfer, assign and deliver to the successor Trustee any money or other
property subject to the trusts and conditions herein set forth. Upon request of the successor
Trustee, the Authority shall execute and deliver any and all instruments as may be reasonably
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required for more fully and certainly vesting in and confirming to such successor Trustee all
such moneys, estates, properties, rights, powers, trusts, duties and obligations. Upon
acceptance of appointment by a successor Trustee as provided in this subsection, the Authority
shall mail or cause the successor Trustee to mail a notice of the succession of such Trustee to
the trusts hereunder to the Owners at the respective addresses shown on the Registration
Books. If the Authority fails to mail such notice within fifteen (15) days after acceptance of
appointment by the successor Trustee, the successor Trustee shall cause such notice to be
mailed at the expense of the Authority.

(e) Any Trustee appointed under this Indenture shall be a corporation or association
organized and doing business under the laws of any state or the United States of America or the
District of Columbia, authorized under such laws to exercise corporate frust powers, which shall
have (or, in the case of a corporation included in a bank halding company system, the related
bank holding company shall have) a combined capital and surplus of at least Seventy-Five
Million Dollars {$75,000,000), and subject to supervision or examination by federal or State
agency, so long as any Bonds are Outstanding. If such corporation publishes a report of
condition at least annually pursuant to law or to the requirements of any supervising or
examining agency above referred to then for the purpose of this subsection (e), the combined
capital and surplus of such corporation shall be deemed to be its combined capital and surplus
as set forth in its most recent report of condition so published. in case at any time the Trustee
shall cease to be eligible in accordance with the provisions of this subsection (e), the Trustee
shall resign immediately in the manner and with the effect specified in this Section 8.01.

Section 8.02. Merger or Consolidation. Any bank or trust company into which the
Trustee may be merged or converted or with which it may be consolidated or any bank or
trust company resulting from any merger, conversion or consolidation to which it shall be a
party or any bank or trust company to which the Trustee may sell or transfer all or
substantially all of its corporate trust business, provided such bank or trust company shall be
eligible under subsection (&) of Section 8.01 shall be the successor to such Trustee, without
the execution or filing of any paper or any further act, anything herein to the contrary
notwithstanding.

Section 8.03. Liability of Trustee.

(a) The recitals of facts herein and in the Bonds contained shall be taken as
statements of the Authority, and the Trustee shall not and does not assume responsibility or
liability for the correctness of the same, or make any representations as to the validity or
sufficiency of this Indenture or the Bonds, nor shall the Trustee incur any responsibility or
liability in respect thereof, other than as expressly stated herein in connection with the
respective duties or obligations herein or in the Bonds assigned to or imposed upon it and
expressly disclaims any obligation to make any such undertaking. The Trustee shall only be
responsible for the representations contained in its certificate of authentication on the
Bonds. The Trustee shall not be liable in connection with the performance of its duties
hereunder, except for its own gross negligence. The Trustee may become the Owner of
Bonds with the same rights it would have if it were not Trustee, and, to the extent permitted
by law, may act as depository for and permit any of its officers or directors to act as a
member of, or in any other capacity with respect to, any committee formed to protect the
rights of Owners, whether or not such committee shall represent the Owners of a majority in
principal amount of the Bonds then Outstanding.

(b) The Trustee shall not be liable for any error of judgment made in good faith by
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a responsible officer, unless it shall be proved that the Trustee was negligent in ascertaining
the pertinent facts.

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

(d) The Trustee shall not be liable for any action taken by it in good faith and
believed by it to be authorized or within the discretion or rights or powers conferred upon it
by this Indenture.

(e) The Trustee shall not be deemed to have knowledge of any Event of Default
hereunder, or any other event which, with the passage of time, the giving of notice, or both,
would constitute an Event of Default hereunder, other than a payment default unless and until
the trust administrator of this Indenture shall have received written notice thereof at the Trust
Office in accordance with this Indenture. Except as otherwise expressly provided herein, the
Trustee shall not be bound fo ascertain or inquire as to the performance or observance by
the Authority of any of the terms, conditions, covenants or agreements herein or of any of
the documents executed in connection with the Bonds, or as to the existence of an kEvent of
Default or an event which would, with the giving of notice, the passage of time, or both,
constitute an Event of Default. The Trustee shall not be respcnsible for the validity,
effectiveness or priority of any collateral given to or held by it, nor shall have any duty or
obligation to monitor continuing notice filing requirements, if any.

(f) No provision of this Indenture shall require the Trustee to expend or risk its
own funds or otherwise incur any financial liability in the performance of any of its duties
hereunder, or in the exercise of any of its rights or powers, if it is not assured to its
satisfaction that the repayment of such funds or adequate indemnity against such risk or
liability is not reasonably assured to it; provided, however, that if the Trustee shall advance
any such funds at any time the Trustee shall be entitled to immediate reimbursement at the
highest rate permitted by law.

(g) The Trustee may execute any of the trusts or powers hereunder or perform
any duties hereunder either directly or through agents or attorneys or receivers and the
Trustee shall not be responsible for any misconduct or negligence on the part of any agent,
receiver or attorney appointed in good faith by it hereunder.

(h) The Trustee shall be under no cbligation to exercise any of the rights or
powers vested in it by this Indenture at the request or direction of the Owners pursuant to
this Indenture, unless such Owners shall have offered to the Trustee such security or
indemnity acceptable to the Trustee against the costs, expenses and liabilities which might
be incurred by it in compliance with such request or direction. No permissive power, right or
remedy conferred upon the Trustee hereunder shall be construed to impose a duty to
exercise such power, right or remedy; and provided further that in the event the Trustee
shall act, the scope of its obligations and duties thereunder shall not thereby be deemed,
under any circumstances, to be expanded.

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

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

(k) The Trustee shall have no responsibility with respect to any information,
statement or recital in any official statement, offering memorandum or other disclosure
material prepared or distributed with respect to the Bonds.

Section 8.04. Right to Rely on Documents. The Trustee shall be protected in
acting upon any notice, direction, requisition, resolution, request, consent, order, certificate,
report, opinion, bonds or other paper or document believed by them to be genuine and to
have been signed or presented by the proper party or parties. The Trustee may consult with
its counsel with regard to legal questions, and the opinion of such counsel or counsel to the
Authority shali be full and complete authorization and protection in respect of any action
taken or suffered by it hereunder in good faith and in accordance therewith.

The Trustee may treat the Owners of the Bonds appearing in the Registration Books
as the absolute owners of the Bonds for all purposes and the Trustee shall not be affected
by any notice to the contrary.

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

Section 8.05. Preservation and Inspection of Documents. All documents
received by the Trustee under the provisions of this Indenture shall be retained in their
respective possession and shall be subject at ali reasonable times to the inspection of the
Authority, any Owner, and their agents and representatives duly authorized in writing, at
reasonable hours and under reasonable conditions.

Section 8.06. Compensation and Indemnification. Absent any fee agreement
between the Trustee and the Authority to the contrary, the Authority shall pay to the Trustee
(solely from Revenue) from time to time the compensation for all services rendered under
this Indenture and also all reasonable expenses and disbursements, incurred in and about
the performance of its powers and duties under this Indenture. In the event the Trustee
advances its own funds for the payment of the Bonds or for the protection or benefit of the
Owners of the Bonds, the Authority shall promptly reimburse the Trustee for such advances
with interest at the maximum rate allowed by law.
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The Authority and the City shall indemnify, defend and hold harmless the Trustee and
its officers, directors, agents and employees, from and against any loss, liability or expense
incurred without gross negligence or willful misconduct on its part, arising out of or in
connection with the acceptance or administration of this trust, including costs and expenses
of defending itself against any claim or liability in connection with the exercise or
performance of any of its powers hereunder. As security for the performance of the
obligations of the Authority under this Section 8.06, the Trustee shall have a lien prior to the
lien of the Bonds upon all property and funds held or collected by the Trustee as such,
except funds held in trust for the payment of principal of or interest on particular Bonds. The
rights of the Trustee and the obligations of the Authority under this Section 8.06 shall survive
the resignation or removal of the Trustee or the discharge of the Bonds and this Indenture.
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ARTICLE IX
MODIFICATION OR AMENDMENT OF THIS INDENTURE
Section 9.01. Amendments Permitted.

(a) Amendments With Owner Consent. Except as set forth in Section 9.01(b),
this Indenture and the rights and obligations of the Authority and of the Owners of the
Bonds and of the Trustee may be modified or amended from time to time and at any time by
an indenture or indentures supplemental hereto, which the Authority and the Trustee may
enter into when the written consents of the Owners of a majority in aggregate principal
amount of all Bonds then Outstanding, exclusive of Bonds disqualified as provided in this
indenture, shall have been filed with the Trustee. No such modification or amendment shall
(i) extend the fixed maturity of any Bonds, or reduce the amount of principal thereof or
extend the time of payment, or change the method of computing the rate of interest
thereon, or extend the time of payment of interest thereon, without the consent of the
Owner of each Bond so affected, or (ii) reduce the aforesaid percentage of Bonds the
consent of the Owners of which is required to effect any such modification or amendment,
or permit the creation of any lien on the Net Revenues and other assets pledged under this
Indenture prior to or on a parity basis with the lien created by this Indenture except as
permitted herein, or deprive the Owners of the Bonds of the lien created by this Indenture
on such Net Revenues and other assets (except as expressly provided in this Indenture),
without the consent of the Owners of all of the Bonds then Outstanding, or (iii) modify any
of the rights or obligations of the Trustee hereunder without its written consent thereto. It
shall not be necessary for the consent of the Owners to approve the particular form of any
Supplemental Indenture, but it shall be sufficient if such consent shall approve the substance
thereof. Notwithstanding this Section 9.01(a) and Section 9.01(b), so long as any 2018
Bonds are Qutstanding and are owned by the Original Purchaser, this Indenture may not be
amended without the consent of the Original Purchaser if such amendment will affect the
2018 Bonds.

(b) Amendments Without Owner Consent. This Indenture and the rights and
obligations of the Authority, of the Trustee and the Owners of the Bonds may also be
modified or amended from time to time and at any time by a Supplemental Indenture, which
the Authority and the Trustee may enter into without the consent of any other Owners,
including, without limitation, for any one or more of the following purposes:

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

(i) make such provisions for the purpose of curing any ambiguity,
inconsistency or omission, or of curing or correcting any defective provision,
contained in this Indenture, or in regard to matters or questions arising under this
Indenture, as the Authority may deem necessary or desirable, provided that such
modification or amendment does not materially adversely affect the interests of
the Owners, in the opinion of Bond Counsel;

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

(iv) modify, amend or supplement this Indenture in such manner as o cause
interest on the Bonds to remain excludable from gross income under the Code;

(V) to provide for the issuance of Additional Bonds, and to provide the terms
and conditions under which such Additional Bonds may be issued, subject to and
in accordance with the provisions of Section 3.05; or

(viy  to comply with the requirements of a provider of a Qualified Reserve Account
Credit Instrument.

(c) The Trustee may in its discretion, but shall not be obligated to, enter into any
such Supplemental Indenture authorized by subsections (a) or (b) of this Section 9.01 which
affects the Trustee's own rights, duties or immunities under this Indenture or otherwise.

(d) Prior to the Trustee entering into any Supplemental Indenture hereunder,
there shall be delivered to the Trustee an opinion of Bond Counsel stating, in substance,
that such Supplemental Indenture has been adopted in compliance with the requirements of
this Indenture and that the adoption of such Supplemental Indenture will not, in and of itself,
adversely affect the exclusion from gross income for purposes of federal income taxation of
interest on the Bonds.

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

Section 9.03. Endorsement of Bonds; Preparation of New Bonds. Bonds
delivered after the execution of any Supplemental Indenture pursuant to this Article may,
and if the Authority so determines shall, bear a notation by endorsement or otherwise in form
approved by the Authority and the Trustee as to any modification or amendment provided
for in such Supplemental indenture, and, in that case, upon demand on the Owner of any
Bonds Outstanding at the time of such execution and presentation of his Bonds for the
purpose at the Trust Office or at such additional offices as the Trustee may select and
designate for that purpose, a suitable notation shall be made on such Bonds. If the
Supplemental Indenture shall so provide, new Bonds so modified as to conform, in the
opinion of the Authority and the Trustee, to any modification or amendment contained in
such Supplemental Indenture, shall be prepared and executed by the Authority and
authenticated by the Trustee, and upon demand on the Owners of any Bonds then
Outstanding shall be exchanged at the Trust Office, without cost to any Owner, for Bonds
then OQutstanding, upon surrender for canceliation of such Bonds, in equal aggregate
principal amount of the same series and maturity.

Section 9.04. Amendment of Particular Bonds. The provisions of this Article IX
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shall not prevent any Owner from accepting any amendment as to the particular Bonds held
by him.
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ARTICLE X
DEFEASANCE

Section 10.01. Discharge of Indenture. Any portion or all of the Outstanding Bonds
may be paid by the Authority in any of the following ways, provided that the Authority also
pays or causes to be paid any other sums payable hereunder by the Authority with respect
to such Bonds:

(a) by paying or causing to be paid the principal of and interest on such Bonds,
as and when the same become due and payable,

(b) by depositing with the Trustee, in trust, at or before maturity, money or non-
callable Federal Securities in the necessary amount (as provided in Section 10.03) to pay or
redeem such Bonds; or

(c) by delivering such Bonds to the Trustee for cancellation.

If the Authority shall also pay or cause to be paid all other sums payable hereunder,
then and in that case, at the election of the Authority (evidenced by a Written Certificate of
the Authority, filed with the Trustee, signifying the intention of the Authority to discharge
such Bonds and this Indenture with respect to such Bonds); this Indenture and the pledge of
Net Revenues and other assets made under this Indenture with respect to such Bonds and
all covenants, agreements and other obligations of the Authority under this Indenture with
respect to such Bonds shall cease, terminate, become void and be completely discharged
and satisfied. In such event, upon the Written Request of the Authority, the Trustee shall be
authorized to take such actions and execute and deliver to the Authority all such instruments
as may be necessary or desirable to evidence such discharge and satisfaction, including,
without limitation, selection by lot of Bonds of any maturity of the Bonds that the Authority has
determined to pay and discharge in part. In the event all Outstanding Bonds are paid as
provided in this Section 10.01, the Trustee shall pay over, transfer, assign or deliver to the
Authority all moneys or securities or other property held by it pursuant to this Indenture
which are not required for the payment or redemption of any Bonds not theretofore
surrendered for such payment or redemption and after payment of amounts due to the
Trustee under this Indenture.

Section 10.02. Discharge of Pledge of Net Revenues. Upon the deposit with the
Trustee, in trust, at or before maturity, of money or non-callable Federal Securities in the
necessary amount (as provided in Section 10.03) to pay or redeem any Outstanding Bonds
(whether upon or prior to the maturity or the redemption date of such Bonds), provided that,
if such Bonds are to be redeemed prior to maturity, notice of such redemption shall have
been given as provided in Article IV or provision satisfactory to the Trustee shall have been
made for the giving of such notice, then the pledge of Net Revenues in respect of such
Bonds shall cease, terminate and be completely discharged, and the Owners thereof shall
thereafter be entitled only to payment out of such money or securities deposited with the
Trustee as aforesaid for their payment, subject, however, to the provisions of Section 10.04.

The Authority may at any time surrender to the Trustee for cancellation by it any
Bonds previously issued and delivered, which the Authority may have acquired in any
manner whatsoever, and such Bonds, upon such surrender and cancellation shall be
deemed to be paid and retired.
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Section 10.03. Deposit of Money or Securities with Trustee. Whenever in this
Indenture it is provided or permitted that there be deposited with or held in trust by the
Trustee money or non-callable Federal Securities in the necessary amount to pay or
redeem any Bonds, the money or non-callable Federal Securities so to be deposited or held
may include money or non-callable Federal Securities held by the Trustee in the funds and
accounts established pursuant to this Indenture and shall be:

(a) lawful money of the United States of America in an amount equal to the
principal (including any mandatory sinking account redemption amounts) amount of such
Bonds and all unpaid interest thereon to maturity, except that, in the case of Bonds which
are to be redeemed prior to maturity and in respect of which notice of such redemption
shall have been given as provided in Article IV or provision satisfactory to the Trustee shall
have been made for the giving of such notice, the amount to be deposited or held shall be
the principal (including any mandatory sinking account redemption amounts) amount of such
Bonds, all unpaid interest and premium, if any, thereon to the redemption date; or

{b) non-callable Federal Securities, the principal of and interest on which when
due will, in the written opinion of an Independent Accountant filed with the Authority and
the Trustee, provide money sufficient to pay the principal (including any mandatory sinking
account redemption amounts) of and interest and premium, if any, on the Bonds to be paid,
as such principal (including any mandatory sinking account redemption amounts) and interest
become due, provided that in the case of Bonds which are to be redeemed prior to the
maturity thereof, notice of such redemption shall have been given as provided in Article IV
or provision satisfactory to the Trustee shall have been made for the giving of such notice;
provided, in each case, that (i) the Trustee shall have been irrevocably instructed (by the
terms of this Indenture or by Written Request of the Authority) to apply such money to the
payment of such principal (including any mandatory sinking account redemption amounts) of
and interest and premium, if any, on such Bonds, and (ii) the Authority shall have delivered
to the Trustee an opinion of Bond Counsel to the effect that such Bonds have been
discharged in accordance with this Indenture (which opinion may rely upon and assume
the accuracy of the Independent Accountant's opinion referred to above).

In the event of an advance refunding to pay or redeem any Bonds, the Authority
shall cause to be delivered a verification report of an independent nationally recognized
certified public accountant. If a forward supply contract is employed in connection with the
refunding, (i) such verification report shall expressly state that the adequacy of the escrow
to accomplish the refunding relies solely on the initial escrowed investments and the
maturing principal thereof and interest income thereon and does not assume performance
under or compliance with the forward supply coniract, and (ii) the applicable escrow
agreement shall provide that in the event of any discrepancy or difference between the
terms of the forward supply contract and the escrow agreement (or this indenture, if no
separate escrow agreement is utilized), the terms of the escrow agreement or this Indenture,
if applicable, shall be controlling.

Section 10.04. Unclaimed Funds. Notwithstanding any provisions of this Indenture,
and subject to applicable provisions of State law, any moneys held by the Trustee in trust for
the payment of the principal of, or interest on, any Bonds and remaining unclaimed for two (2)
years after the principal of such Bonds has become due and payable (whether at maturity or
upon call for redemption or by acceleration as provided in this Indenture), if such moneys
were so held at such date, or two (2) years after the date of deposit of such moneys if
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deposited after said date when such Bonds became due and payable, shall be repaid to the
Authority free from the trusts created by this Indenture and at the request of the Trustee an
indemnification agreement acceptable to the Authority and the Trustee indemnifying the
Trustee with respect to claims of Owners of Bonds which have not yet been paid, and all
liability of the Trustee with respect to such moneys shall thereupon cease; provided,
however, that before the repayment of such moneys to the Authority as aforesaid, the
Trustee shail {(at the cost of the Authority) first mail to the Owners of Bonds which have not
yet been paid, at the addresses shown on the Registration Books, a notice, in such form as
may be deemed appropriate by the Trustee with respect to the Bonds so payable and not
presented and with respect to the provisions relating to the repayment to the Authority of the
moneys held for the payment thereof.
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ARTICLE XI
MISCELLANEOUS

Section 11.01. Liability of Authority Limited to Net Revenues. Notwithstanding
anything in this Indenture or in the Bonds contained, the Authoerity shall not be required to
advance any moneys derived from any source other than the Bonds or Net Revenues and
other assets pledged under this Indenture for any of the purposes in this Indenture
mentioned, whether for the payment of the principal of or interest on the Bonds or for any
other purpose of this Indenture. Nevertheless, the Authority may, but shall not be required
to, advance for any of the purposes hereof any funds of the Authority that may be made
available to it for such purposes.

Section 11.02. Limitation of Rights to Parties, Owners. Nothing in this Indenture
or in the Bonds expressed or implied is intended or shall be construed to give to any person
other than the Authority, the Trustee, and the Owners of the Bonds, any legal or equitable
right, remedy or claim under or in respect of this Indenture or any covenant, condition or
provision therein or herein contained; and all such covenants, conditions and provisions are
and shall be held to be for the sole and exclusive benefit of the Authority, the Trustee, and
the Owners of the Bonds.

Section 11.03. Funds and Accounts. Any fund or account required by this
Indenture to be established and maintained by the Trustee may be established and
maintained in the accounting records of the Trustee, either as a fund or an account, and
may, for the purposes of such records, any audits thereof and any reports or statements
with respect thereto, be treated either as a fund or as an account; but ail such records with
respect to all such funds and accounts shall at all times be maintained in accordance with
industry standards to the extent practicable, and with due regard for the requirements of
Section 6.05 and for the protection of the security of the Bonds and the rights of every
Owner thereof. The Trustee may establish such funds and accounts as it deems necessary
or appropriate to perform its obligations hereunder.

Section 11.04. Waiver of Notice; Requirement of Mailed Notice. Whenever in this
Indenture the giving of notice by mail or otherwise is required, the giving of such notice may
be waived in writing by the person entitied to receive such notice and in any such case the
giving or receipt of such notice shall not be a condition precedent to the validity of any
action taken in reliance upon such waiver. Whenever in this Indenture any notice shall be
required to be given by mail, such requirement shall be satisfied by the deposit of such
notice in the United States mail, postage prepaid, by first class mail.

Section 11.05. Destruction of Bonds. Whenever in this Indenture provision is made
for the cancellation by the Trustee and the delivery to the Authority of any Bonds, the Trustee
shall, in lieu of such cancellation and delivery, destroy such Bonds as may be allowed by
law, and, upon written request of the Authority, deliver a certificate of such destruction to
the Authority.

Section 11.06. Severability of Invalid Provisions. If any one or more of the
provisions centained in this Indenture or in the Bonds shall for any reason be held to be
invalid, illegal or unenforceable in any respect, then such provision or provisions shall be
deemed severable from the remaining provisions contained in this Indenture and such
invalidity, illegality or unenforceability shall not affect any other provision of this Indenture,
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and this Indenture shall be construed as if such invalid or illegal or unenforceable provision
had never been contained herein. The Authority hereby declares that it would have entered
into this Indenture and each and every other Section, paragraph, sentence, clause or phrase
hereof and authorized the issuance of the Bonds pursuant thereto irrespective of the fact that
any one or more Sections, paragraphs, sentences, clauses or phrases of this Indenture may
be held illegal, invalid or unenforceable.

Section 11.07. Notices. All written notices to be given under this Indenture shall be
given by first class mail or personal delivery to the party entitied thereto at its address set
forth below, or at such address as the party may provide to the other party in writing from
time to time. Notice shall be effective either (a) upon transmission by facsimile transmission
or other form of telecommunication, confirmed by the recipient (b) 48 hours after deposit in
the United States mail, postage prepaid, or (c) in the case of personal delivery to any
person, upon actual receipt. The Authority or the Trustee may, by written notice to the other
parties, from time to time modify the address or number to which communications are to be
given hereunder.

If to the Authority: Santa Fe Springs Water Utility Authority
11710 East Telegraph Road
Santa Fe Springs, California 90670
Attention: Executive Director

If to the City: City of Santa Fe Springs
11710 East Telegraph Road
Santa Fe Springs, California 90670
Attention: City Manager

If to the Trustee: U.S. Bank National Association
633 W. Fifth Street, 24th Floor
Los Angeles, California 90071
Attention: Global Corporate Trust Services

If to the Original Purchaser:  Opus Bank, a California commercial bank
131 W. Commonwealth Ave.
Fullerton, CA 92832
DL- LoanServiceDepartment@opusbank.com
Fax: (714) 578-7518
Loan #:

Section 11.08. Evidence of Rights of Owners. Any request, consent or other
instrument required or permitted by this Indenture to be signed and executed by Owners may
be in any number of concurrent instruments of substantially similar tenor and shall be
sighed or executed by such Owners in person or by an agent or agents duly appointed in
writing. Proof of the execution of any such request, consent or other instrument or of a
writing appointing any such agent, or of the holding by any person of Bonds transferable by
delivery, shall be sufficient for any purpose of this Indenture and shall be conclusive in favor
of the Trustee and the Authority if made in the manner provided in this Indenture.

The fact and date of the execution by any person of any such request, consent or

other instrument or writing may be proved by the certificate of any notary public or other
officer of any jurisdiction, authorized by the laws thereof to take acknowledgments of
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deeds, certifying that the person signing such request, consent or other instrument
acknowledged to him the execution thereof, or by an affidavit of a witness of such execution
duly sworn to before such notary public or other officer,

The ownership of Bonds shall be proved by the Registration Books.

Any request, consent, or other instrument or writing of the Owner of any 2018 Bond
shall bind every future Owner of the same 2018 Bond and the Owner of every 2018 Bond
issued in exchange therefor or in lieu thereof, in respect of anything done or suffered to be
done by the Trustee or the Authority in accordance therewith or reliance thereon.

Section 11.09. Disqualified Bonds. in determining whether the Owners of the
requisite aggregate principal amount of Bonds have concurred in any demand, request,
direction, consent or waiver under this Indenture, unless all outstanding Bonds are then so
owned or held, Bonds which are known by the Trustee to be owned or held by or for the
account of the Authority or by any other obligor on the Bonds, or by any person directly or
indirectly controlling or controlled by, or under direct or indirect common control with, the
Authority or any other obligor on the Bonds, shall be disregarded and deemed not to be
Outstanding for the purpose of any such determination. Bonds so owned that have been
pledged in good faith may be regarded as Outstanding for the purposes of this Section 11.09
if the pledgee shall certify to the Trustee the pledgee's right to vote such Bonds and that the
pledgee is not a person directly or indirectly controlling or controlled by, or under direct or
indirect common control with, the Authority or any other obligor on the Bonds. In case of a
dispute as to such right, any decision by the Trustee taken upon the advice of counsel shall
be full protection to the Trustee. Upon request of the Trustee, the Authority shall specify to
the Trustee those Bonds which are disqualified pursuant to this Section 11.09.

Section 11.10. Money Held for Particular Bonds. The money held by the Trustee
for the payment of the interest or principal due on any date with respect to particular Bonds
(or portions of Bonds in the case of Bonds redeemed in part only) shall, on and after such
date and pending such payment, be set aside on its books and held in trust by it for the
Owners of the Bonds entitled thereto, subject, however, to the provisions of Sectien 10.04
hereof, but without any liability for interest thereon.

Section 11.11. Parties Interested Herein. Nothing in this Indenture expressed or
implied is intended or shall be construed to confer upon, or to give or grant to, any person or
entity, other than the Authority, the Trustee and the registered Owners of the Bonds, any
right, remedy or claim under or by reason of this Indenture or any covenant, condition or
stipulation in this Indenture, and any covenant, condition or stipulation hereof, all covenants,
stipulations, promises and agreements in this Indenture contained by and on behalf of the
Authority shall be for the sole and exclusive benefit of the Authority, the Trustee and the
registered Owners of the Bonds.

Section 11.12. Waiver of Personal Liability. No member, officer, agent or
employee of the Authority shall be individually or personally liable for the payment of the
principal of or interest on the Bonds or be subject to any personal liability or accountability
by reason of the issuance thereof, but nothing herein contained shall relieve any such
member, officer, agent or employee from the performance of any official duty provided by
law or by this Indenture.

Section 11.13. Successor Is Deemed Included in All References to
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Predecessor. Whenever in this Indenture either the Authority or the Trustee is named or
referred to, such reference shall be deemed to include the successors or assigns thereof,
and all the covenants and agreements in this Indenture contained by or on behalf of the
Authority or the Trustee shall bind and inure to the benefit of the respective successors and
assigns thereof whether so expressed or not.

Section 11.14. Execution in Several Counterparts. This Indenture may be
executed in any number of counterparts and each of such counterparts shall for all purposes
be deemed to be an original; and all such counterparts, or as many of them as the Authority
and the Trustee shall preserve undestroyed, shall together constitute but one and the same
instrument.

Section 11.15. Governing Law. This Indenture shall be governed by and construed
in accordance with the laws of the State.

Section 11.16. Dispute Resolution; No Sovereign Immunity.

(a) Judicial Reference. In the event of any action, proceeding or hearing
(hereinafter, a "Claim") based upon or arising out of, directly or indirectly, this
Indenture or any of the related documents, any dealings between the Authority, the
City, or the Original Purchaser relating to the subject matter of the transactions
contemplated by this Indenture or any related transactions, and/or the relationship
that is being established between the Authority, the City, and the Original Purchaser,
the Authority, the City, and the Original Purchaser hereby agree that each Claim
shall be determined by a consensual general judicial reference (the “Reference”)
pursuant to the provisions of Section 638 et seq. of the California Code of Civil
Procedure, as such statutes may be amended or modified from time to time. Upon a
written request, or upon an appropriate motion by either the Original Purchaser or the
Authority or the City, as applicable, any pending action relating to any Claim and
every Claim shall be heard by a single Referee (as defined below) who shall then try
all issues (including any and all questions of law and questions of fact relating
thereto), and issue findings of fact and conclusions of law and report a statement of
decision. The Referee’s statement of decision will constitute the conclusive
determination of the Claim. The Authority, the City, and the Original Purchaser agree
that the Referee shall have the power to issue all legal and equitable relief
appropriate under the circumstances before the Referee. The Authority, the City, and
the Original Purchaser shall promptly and diligently cooperate with one another, as
applicable, and the Referee, and shall perform such acts as may be necessary to
obtain prompt and expeditious resolution of ail Claims in accordance with the terms
of this Section 11.16. Either the Authority, the City, or the Original Purchaser, as
applicable, may file the Referee’s findings, conclusions and statement with the clerk
or judge of any appropriate court, file a motion to confirm the Referee’s repert and
have judgment entered thereon. If the report is deemed incomplete by such court, the
Referee may be required to complete the report and resubmit it. The Authority, the
City, and the Original Purchaser, as applicable, will each have such rights to assert
such objections as are set forth in Section 638 et seq. of the California Code of Civil
Procedure and all proceedings shall be closed to the public and confidential, and all
records relating to the Reference shall be permanently sealed when the order
thereon becomes final.

(b) Selection of Referee; Powers. The parties to the Reference
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proceeding shall select a single neutral referee (the “Referee”), who shall be a retired
judge or justice of the courts of the State of California, or a federal court judge, in
each case, with at least ten (10) years of judicial experience in civil matters. The
Referee shall be appointed in accordance with Section 638 of the California Code of
Civil Procedure (or pursuant to comparable provisions of federal law if the dispute
falls within the exclusive jurisdiction of the federal courts). If within ten (10) days after
the request or motion for the Reference, the parties to the Reference proceeding
cannot agree upon a Referee, then any party to such proceeding may request or
move that the Referee be appointed by the Presiding Judge of the Los Angeles
County Superior Court, or of the U.S. District Court for the Central District of
California. The Referee shall determine all issues relating to the applicability,
interpretation, legality and enforceability of this Section 11.16(b).

() Provisional Remedies, Self Help and Foreclosure. No provision of this
Section 11.16 shall limit the right of either the Authority, the City, or the Original
Purchaser, as the case may be, to obtain or oppose provisional or ancillary
remedies, including without limitation injunctive relief, writs of possession, the
appointment of a receiver, and/or additional or supplementary remedies from a court
of competent jurisdiction during the pendency of any Reference. The exercise of, or
opposition to, any such remedy does not waive the right of the Authority, the City, or
the Original Purchaser to the Reference pursuant to this Section 11.16(c).

{d) Costs and Fees. Promptly following the selection of the Referee, the
parties to such Reference proceeding shall each advance equal portions of the
estimated fees and costs of the Referee. In the statement of decision issued by the
Referee, the Referee shall award costs, including reasonable attorneys’ fees, to the
prevailing party, if any, and may order the Referee’s fees to be paid or shared by the
parties to such Reference proceeding in such manner as the Referee deems just.

(e) No Sovereign Immunity. The Authority and the City hereby represent
that they do not possess and the Authority and the City agree that they will not
invoke a claim of sovereign immunity for disputes arising out of contractual claims
relating to the Bonds or this Indenture.

Section 11.17. Additional Provisions and Rights While the Bonds are Owned by the
Original Purchaser. The following provisions shall apply so long as the Original Purchaser
is the Owner of 100% of the Bonds:

(a) Notwithstanding any other provision of this Indenture, the Original
Purchaser shall have the right to consent to an amendment of this Indenture effecting
the removal and replacement of the Trustee.

(b) The Authority shall inform the Original Purchaser promptly upon the
occurrence of a Determination of Taxability or an Event of Default.

(c) The Original Purchaser is hereby expressly made a third-party
beneficiary of this Indenture.

() The non-prevailing party shall pay or reimburse the prevailing party for

any and all charges, fees, costs and expenses that the prevailing party may
reasonably pay or incur in connection with the following: (i) the administration,
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enforcement, defense, or preservation of any rights or security hereunder or under
this Indenture; (ii) the pursuit of any remedies hereunder, under this Indenture, or
otherwise afforded by law or equity; (iii) the violation by the non-prevailing party of
any law, rule, or regulation or any judgment, order or decree applicable to it; or (iv)
any litigation or other dispute in connection with this Indenture.

(e) The Authority shall pay or reimburse the Original Purchaser for any
and all charges, fees, costs and expenses that Original Purchaser may reasonably
pay or incur in connection with any amendment, waiver, or other action requested by
the Authority with respect to or related to this Indenture whether or not executed or
completed.

1) The Bonds shall not be rated, shall not have a CUSIP number, shall
not be issued pursuant to an offering document, and shall be registered in the name
of the Original Purchaser.
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IN WITNESS WHEREOQF, the Santa Fe Springs Water Utility Authority and the City of
Santa Fe Springs have caused this Indenture to be signed in their name by its Executive Director
and Mayor, respectively, and U.S. Bank National Association, in token of its acceptance of the
trusts created hereunder, has caused this Indenture to be signed in its corporate name by its officer
thereunto duly authorized, all as of the day and year first above written.

SANTA FE SPRINGS WATER UTILITY
AUTHORITY

By:

Executive Director

CITY OF SANTA FE SPRINGS

By:

Mayor

U.S. BANK NATIONAL ASSOCIATION, as
Trustee

By:

Authorized Signhatory
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EXHIBIT A

THE 2018 BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AND ARE SUBJECT TO TRANSFER RESTRICTIONS PURSUANT TO THE
INDENTURE. THE 2018 BONDS ARE LIMITED OBLIGATIONS OF THE AUTHORITY. THE
2018 BONDS DO NOT, DIRECTLY, INDIRECTLY OR CONTINGENTLY, OBLIGATE, IN ANY
MANNER, THE AUTHORITY TO LEVY ANY TAX OR TO MAKE ANY APPROPRIATION FOR
PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE 2018
BONDS OR ANY COSTS INCIDENTAL THERETO. THE 2018 BONDS ARE PAYABLE
SOLELY FROM THE FUNDS PLEDGED FOR THEIR PAYMENT IN ACCORDANCE WITH
THE INDENTURE. NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE
AUTHORITY, THE CITY OF SANTA FE SPRINGS, THE STATE OF CALIFORNIA OR ANY
POLITICAL SUBDIVISION THEREQF IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL
OF, PREMIUM, IF ANY, OR INTEREST ON THE 2018 BONDS OR ANY COSTS INCIDENTAL
THERETO. THE AUTHORITY HAS NO TAXING POWER.

[FORM OF] 2018 BOND
R- $
UNITED STATES OF AMERICA
STATE OF CALIFORNIA
COUNTY OF LOS ANGELES

SANTA FE SPRINGS WATER UTILITY AUTHORITY
2018 SUBORDINATE WATER REVENUE BOND

INTEREST RATE MATURITY DATE DATED DATE
2.39% May 1, 2026 January __, 2018

REGISTERED OWNER:

PRINCIPAL AMOUNT: DOLLARS

The Santa Fe Springs Water Utility Authority, a joint powers authority, duly organized
and existing under the laws of the State of California (the "Authority"), for value received,
hereby promises to pay to the Registered Owner specified above or registered assigns (the
"Registered Owner"), on the Maturity Date specified above (subject to any right of prior
redemption hereinafter provided for), the Principal Amount specified above, in lawful money
of the United States of America, and to pay interest thereon in like lawful money from the
Interest Payment Date (as hereinafter defined) next preceding the date of authentication of
this Bond unless (i) this Bond is authenticated on or before an Interest Payment Date and
after the close of business on the fifteenth day of the month preceding such Interest Payment
Date, in which event it shall bear interest from-such Interest Payment Date, or (i) this Bond
is authenticated on or before the first Record Date, in which event it shall bear interest from
the Dated Date specified above; provided, however, that if at the time of authentication of
this Bond, interest is in default on this Bond, this Bond shall bear interest from the Interest
Payment Date to which interest has previously been paid or made available for payment on
this Bond, at the Interest Rate per annum specified above, payable semiannually on May 1
and November 1, in each year, commencing May 1, 2018 (collectively, the "interest
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Payment Dates"), calculated on the basis of a 360-day year composed of twelve 30-day
months. Principal hereof are payable at the corporate trust office (the "Trust Office”) of U.S.
Bank National Association (the "Trustee"). Interest hereon is payable on each Interest
Payment Date to the person whose name appears on the Registration Books as the Owner
thereof as of the Record Date immediately preceding each such Interest Payment Date,
such interest to be paid by wire transfer from the Trustee on the Interest Payment Date
according to the written wire instructions given to the Trustee prior to the applicable Record
Date. Principal (including any mandatory sinking account redemption amounts) of and
redemption premium (if any) on any 2018 Bond shall be paid by wire as described in the
previous sentence, without surrender of the 2018 Bonds by the registered owner. Both the
principal (including any mandatory sinking account redemption amounts) of and interest and
premium (if any) on the 2018 Bonds shall be payable in lawful money of the United States of
America.

This Bond is one of a duly authorized issue of bonds of the Authority designated as
the "Santa Fe Springs Water Utility Authority 2018 Subordinate Water Revenue Bonds (the
"Bonds"), in an aggregate principal amount of § all of like tenor and date (except
for such variation, if any, as may be required to designate varying numbers, maturities,
interest rates or redemption provisions) and all issued pursuant to the provisions of Article 4
(commencing with section 6584) of Chapter 5 of Division 7 of Title 1 of the California
Government Code (the "Bond Law"), and pursuant to an Indenture of Trust, dated as of
January 1, 2018, by and among the Authority, the City of Santa Fe Springs and the Trustee
{the "Indenture"), authorizing the issuance of the Bonds. Reference is hereby made to the
Indenture (copies of which are on file at the office of the Authority) and all supplements
thereto for a description of the terms on which the Bonds are issued, the provisions with
regard to the nature and extent of the Net Revenues (as defined in the Indenture, and the
rights thereunder of the owners of the Bonds and the rights, duties and immunities of the
Trustee and the rights and obligations of the Authority thereunder, to all of the provisions of
which the Registered Owner of this Bond, by acceptance hereof, assents and agrees.

The Bonds have been issued by the Authority to refund and defease certain
obligations of the City.

This Bond and the interest hereon and all other Bonds and the interest thereon (fo
the extent set forth in the Indenture) are special obligations of the Authority, and are
payable from, and are secured by a charge and lien on the Net Revenues (as defined in the
Indenture). As and to the extent set forth in the Indenture, all of the Net Revenues are
exclusively and irrevocably pledged in accordance with the terms hereof and the provisions
of the Indenture, to the payment of the principal of and interest on the Bonds on a parity with
any Additional Bonds or Parity Obligations (as such terms are defined in the Indenture)
issued or incurred by the Authority under the indenture.

The rights and obligations of the Authority and the owners of the Bonds may be
modified or amended at any time in the manner, to the extent and upon the terms provided
in the Indenture, but no such modification or amendment shall extend the fixed maturity of
any Bonds, or reduce the amount of principal thereof, or extend the time of payment, or
change the method of computing the rate of interest thereon, or extend the time of payment
of interest thereon, without the consent of the owner of each Bond so affected.

The Bonds are subject to mandatory redemption in whole, or in part by lot, on May 1 in each
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year, commencing May 1, 2018, as set forth below, from sinking account payments made by
the Authority to the Principal Account, at a redemption price equal to the principal amount
thereof to be redeemed, without premium, in the aggregate respective principal amounts and on
the dates in the respective years as set forth in the following table.

Mandatory Sinking Account
Redemption Date (May 1) Sinking Account Payments

The 2018 Bonds shall be subject to optional redemption, as a whole or in part on any
date prior to the maturity thereof, at the option of the Authority, on or after , from
funds derived by the Authority from any source, as set forth in the following schedule.
Notwithstanding the preceding sentence and the following schedule, the 2018 Bonds shall
additionally be subject to optional redemption, in part, on any date, in an annual amount not
to exceed 10% of the remaining Outstanding principal amount of 2018 Bonds, without
premium, as long as the redemption is not funded from the proceeds of a refinancing of the
Bonds.

Redemption made Redemption price
during 12-month period (percentage of principal

ending amount redeemed)
May 1, 2018 105%
May 1, 2019 105%
May 1, 2020 105%
May 1, 2021 104%
May 1, 2022 104%
May 1, 2023 103%
May 1, 2024 102%
May 1, 2025 101%
May 1, 2026 100%

As provided in the Indenture, notice of redemption shall be mailed by the Trustee by
first class mail not less than thirty (30) nor more than sixty (60) days prior to the redemption
date to the respective owners of any Bonds designated for redemption at their addresses
appearing on the registration books of the Trustee, but neither failure to receive such notice
nor any defect in the notice so mailed shall affect the sufficiency of the proceedings for
redemption or the cessation of accrual of interest thereon from and after the date fixed for
redemption.

If this Bond is called for redemption and payment is duly provided therefor as
specified in the Indenture, interest shall cease to accrue hereon from and after the date
fixed for redemption.

{f an Event of Default (as defined in the Indenture) shall occur, the principal of all
Bonds may be declared due and payable upon the conditions, in the manner and with the
effect provided in the Indenture, but such declaration and its consequences may be
rescinded and annulled as further provided in the Indenture.

Upon the occurrence and during the continuance of an Event of Default, the interest
rate with respect to the Bonds shall increase to the Default Rate.
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From and after the Date of Taxability, if applicable, the interest rate with respect to
the Bonds shall increase to the Taxable Rate.

This Bond is transferable as set forth in the Indenture. This Bond may be exchanged at
the Trust Office for Bonds of the same tenor, aggregate principal amount, interest rate and
maturity, of other authorized denominations. Transfer or exchange of this Bond will not be
permitted during the period established by the Trustee for selection of Bonds for redemption
or if this Bond has been selected for redemption.

The Authority and the Trustee may treat the Registered Owner hereof as the
absolute owner hereof for all purposes, and the Authority and the Trustee shali not be
affected by any notice to the contrary.

It is hereby certified that all of the things, conditions and acts required to exist, to
have happened or to have been performed precedent to and in the issuance of this Bond do
exist, have happened or have been performed in due and regular time, form and manner as
required by the Bond Law and the laws of the State of California and that the amount of this
Bond, together with all other indebtedness of the Authority, does not exceed any limit
prescribed by the Bond Law or any laws of the State of California, and is not in excess of the
amount of Bonds permitted to be issued under the Indenture.

This Bond shall not be entitled to any benefit under the Indenture or become valid or
obligatory for any purpose until the Trustee's Certificate of Authentication hereon endorsed
shall have been manually signed by the Trustee.

Capitalized terms used and not defined herein shall have the meanings ascribed to
them in the Indenture.




IN WITNESS WHEREOQOF, the Santa Fe Springs Water Utility Authority has caused
this Bond to be executed in its name and on its behalf by the facsimile signatures of its
Chairperson and Secretary, all as of the Dated Date specified above.

SANTA FE SPRINGS WATER UTILITY
AUTHORITY

By:

Chairperson
Attest:

Secretary

CERTIFICATE OF AUTHENTICATION
This is one of the Bonds described in the within-mentioned Indenture.

Dated: , 2018 U.S. BANK NATIONAL ASSOCIATION,
as Trustee

By: Authorized Signatory
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ABBREVIATIONS

The foliowing abbreviations, when used in the inscription on the face of this Bond,
shall be construed as though they were written out in full according to applicable laws or

regulations.

TEN COM -- as tenanis in common UNIF GIFT MIN ACT Custodian

TEN ENT -- as tenants by the entireties (Cust) - (Minor)
under Uniform Gifts to Minors

JT TEN -- as joint tenants with right of Act

survivorship and not as tenants in common

(State)

ADDITIONAL ABBREVIATIONS MAY ALSO BE USED
THOUGH NOT IN THE LIST ABOVE

(EORM OF ASSIGNMENT)

For value received, the undersigned do(es) hereby sell, assign and transfer unto

{Name, Address and Tax Identification or Social Securily Number of Assignee)

the within Bond and does hereby irrevocably constitute and appoint attorney, to transfer the

same.on the registration books of the Trustee with full power of substitution in the premises.

Dated: Signature Guaranteed:

Note: Signature(s) must be guaranteed by an
eligible guarantor.

Note: The signature(s) on this Assignment
must correspond with the name(s) as written
on the face of the within Bond in every
particuiar without alteration or enlargement or
any change whatsoever.
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EXHIBIT B
PURCHASER LETTER

Santa Fe Springs Water Utility Authority
11710 East Telegraph Road

Santa Fe Springs, California 90670
Attention: Executive Director

ICity[iH1] of Santa Fe Springs
11710 East Telegraph Road

Santa Fe Springs, California 90670
Attention: City Manager

U.S. Bank National Association

633 W. Fifth St., 24th Floor

Los Angeles, CA 90091

Attention: Global Corporate Trust Services

Re:  Santa Fe Springs Water Utility Authority 2018 Subordinate Water Revenue
Bonds

{ adies and Gentlemen:

The undersigned (the “Purchaser”) understands that the Santa Fe Springs Water Utility
Authority (the “Authority”) has issued its 2018 Subordinate Water Utility Bonds in the aggregate
principal amount of $ . The Purchaser intends to purchase said bonds (for purposes
of this Purchaser Letter, the “Bonds"). In connection with such purchase of the Bonds, the
Purchaser makes the certifications, representations, warranties, acknowledgements and
covenants contained in this Purchaser Letter to each of the addressees hereof, with the express
understanding that such certifications, representations, warranties, acknowledgements and
covenants will be relied upon by such addressees.

The Purchaser hereby certifies, represents, warrants, acknowledges and covenants as
follows:

(a) The Purchaser is duly organized, validly existing and in good standing
under the laws of the jurisdiction in which it was incorporated or formed and is authorized to
invest in the Bonds being purchased hereby. The Purchaser is an entity that is owned in whole
by the Original Purchaser, as defined in the Indenture of Trust with respect to the Bonds. The
person executing this letter on behalf of the Purchaser is duly authorized to do so on the
Purchaser’s behalf.

(b) The Purchaser (MARK APPROPRIATELY):
is a “qualified institutional buyer” (a “Qualified Institutional Buyer”) within

the meaning of Rule 144A promulgated under the Securities Act of 1933, as
amended (the “Securities Act"}, or
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is an “accredited investor” (an “Institutional Accredited Investor”) as
defined in Section 501(a)(1), (2), (3) or (7) of Regulation D promulgated under
the Securities Act.

(c) The Purchaser is not purchasing the Bonds for more than one account, is
purchasing the Bonds for its own loan account and is not purchasing the Bonds with a view to
distributing the Bonds.

(d) The Purchaser has sufficient knowledge and experience in financial and
business matters, including the purchase and ownership of municipal bonds and other tax-
exempt obligations similar to the Bonds, to be capable of evaluating the merits and risks of
purchasing the Bonds, and the Purchaser is able to bear the economic risks of purchasing the
Bonds.

(&) The Purchaser recognizes that purchasing the Bonds involves significant
risks, that there is no established market for the Bonds and that none is likely to develop and,
accordingly, that the Purchaser must bear the economic risk of owning the Bonds for an
indefinite period of time.

{f) The Purchaser understands and agrees that ownership of a Bond may be
transferred: (i) only to a person that the Purchaser reasonably believes is either: (A) a Qualified
Institutional Buyer that is purchasing such Bond for not more than one account, for their own
account and not with a view to distributing such Bond; or (B) an Institutional Accredited Investor
that is purchasing such Bond for not more than one account for lending or investment purposes
and not with a view to distributing such Bond; and (ii} only if such Qualified institutional Buyer or
Institutional Accredited Investor delivers to the Authority and the City a completed and duly
executed Purchaser Letter substantially in the form hereof.

{q) The Purchaser is not relying upon the Authority, the City, or any of their
affiliates, agents or employees, for advice as to the merits and risks of investment in the Bonds.
The Purchaser understands that the Bonds are special, limited obligations payable and secured
solely from Tax Revenues as provided for in the Indenture of Trust, dated as of January 1, 2018
(the “Indenture”), between the Authority and U.S. Bank National Association, as Trustee. The
Purchaser has sought such accounting, legal and tax advice as it has considered necessary to
make an informed decision about purchasing the Bonds.

(h) The Purchaser has conducted its own independent examination of, and
has had an opportunity to ask questions and receive answers concerning, the Authority, the
City, the authorizing resolution of the Authority with respect to the Bonds (the “Resolution”), the
Bonds, the Indenture and the security therefor and the transactions and documents related to or
contemplated by the foregoing.

(i) The Purchaser has been furnished with all documents and information
regarding the Authority, the City, the Resolution, the Bonds, the Indenture and the security
therefor and the transactions and documents related to or contemplated by the foregoing, and
all matters related thereto, that it has reguested.

) The Purchaser understands and agrees that: (i) the offering and sale of
the Bonds are exempt from Rule 15c2-12(b)(5) adopted by the Securities and Exchange
Commission under the Securities Exchange Act of 1934, pursuant to Section (d) of said Rule;
(ii) the Bonds will not be listed on any stock or other securities exchange and were issued




without registration under the provisions of the Securities Act of 1933 or any state securities
laws; (iii) no official statement or other disclosure document is being prepared in connection with
the issuance of the Bonds; and (iv) the Bonds will not carry any rating from any rating service.

(k) The person executing this letter on behalf of the Purchaser is duly
authorized to do so on the Purchaser’s behalf.
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iIN WITNESS WHEREOQOF, the Purchaser has executed this Purchaser Letter as of the
date set forth below.

[Purchaser signature block to come]
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SECOND AMENDMENT TO WATER ENTERPRISE LEASE AGREEMENT

Dated as of January 1, 2018

By and between

SANTA FE SPRINGS WATER UTILITY AUTHORITY,
As Lessee

and the

CITY OF SANTA FE SPRINGS,
As Lessor




SECOND AMENDMENT TO WATER ENTERPRISE LEASE AGREEMENT

THIS SECOND AMENDMENT TO WATER ENTERPRISE LEASE AGREEMENT, dated
as of January 1, 2018 (the "Second Amendment"), is by and between the SANTA FE
SPRINGS WATER UTILITY AUTHORITY, a joint exercise of powers agency duly organized
and existing under the laws of the State of California (the "Authority"), and the CITY OF SANTA
FE SPRINGS, a general law city and municipal corporation duly organized and existing under
the laws of the State of California (the "City"},

WITNESSETH:

WHEREAS, the City-owned water system and facilities (the "Enterprise") were leased
to the Authority pursuant to that certain Water Enterprise Lease Agreement, dated as of
July 1, 2009 (as amended by the First Amendment to Water Enterprise Lease Agreement,
dated as of May 1, 2013, the "Lease Agreement"), by and between the Authority and the
City; and

WHEREAS, to acquire public capital improvements (the “2003 Improvements”) of
benefit to the Enterprise the City entered into an Installment Sale Agreement (the “2003
Installment Sale Agreement”), dated as of October 1, 2003, by and between the City and
the Santa Fe Springs Public Financing Authority (the “Financing Authority”} and the
Financing Authority issued its 2003 Water Revenue Bonds, Series A, in the principal
amount of $4,265,000 (the “2003 Financing Authority Bonds"), secured by instaliment
payments to be made by the City pursuant to the 2003 Installment Sale Agreement; and

WHEREAS, to refinance certain public capital improvements of benefit to the
Enterprise by refunding on an advance basis the Financing Authority's 1996 Waster
Revenue Bonds, Series A (the "2005 Improvements”), the City entered into an Instaliment
Sale Agreement (the "2005 Installment Sale Agreement”), dated as of April 1, 2005, by and
petween the City and the Financing Authority, and the Financing Authority issued its 2005
Water Refunding Revenue Bonds, Series A (the “2005 Financing Authority Bonds™}, in the
principal amount of $3,705,000 secured by installment payments to be made by the City
pursuant to the 2005 Instaliment Sale Agreement; and

WHEREAS, to assist the City in repaying the 2003 Installment Sale Agreement and to
finance additional public capital improvements to the Enterprise, the Authority issued its
Santa Fe Springs Water Utility Authority 2013 Water Revenue Bonds (the "2013 Bonds") in
the aggregate principal amount of $6,890,000 pursuant to an Indenture of Trust, dated as of
May 1, 2013, by and among the City, the Authority and U.S. Bank National Association, as
trustee (the 2013 Indenture”) and the City caused the repayment in full of the 2003
Instaliment Purchase Agreement and thereby refunded in full and defeased the 2003
Financing Authority Bonds; and

WHEREAS, in order to achieve interest rate savings, the City desires to cause the
prepayment in full of the 2005 Installment Sale Agreement and, thereby, refund in full and
defease the 2005 Financing Authority Bonds; and




WHEREAS, to assist the City in repaying the 2005 Installment Sale Agreement, the
Authority has determined to issue its Santa Fe Springs Water Utility Authority 2018
Subordinate Water Revenue Bonds (the "2018 Bonds") in the aggregate principal amount of
$ pursuant to an Indenture of Trust, dated as of January 1, 2018, by and among
the Authority, the City and the U.S. Bank National Association, as trustee (the “2018
Indenture”); and

WHEREAS, the debt service on the 2018 Bonds will be payable by the Authority
from Net Revenues (as defined in the 2018 Indenture) of the Enterprise on a subordinate
basis to the 2013 Bonds; and

WHEREAS, the Authority and the City desire to amend the Lease Agreement to
provide for the payment of debt service on the 2018 Bonds as an additional obligation of the
Authority and the City under the Lease Agreement; and

WHEREAS, the Authority and the City have duly authorized the execution and delivery
of this First Amendment;

NOW, THEREFORE, for and in consideration of the premises and the material
covenants hereinafter contained herein and in the Lease Agreement, the Lease Agreement is
hereby amended as follows:

Section 1. Aricle 1 of the Lease Agreement is hereby amended to add new
definitions and to amend certain existing definitions, as follows.

“2018 Bonds” means the Santa Fe Springs Water Utility Authority 2018 Subordinate
Water Revenue Bonds issued in the initial aggregate principal amount of $

“2018 Indenture” means the Indenture of Trust, dated as of January 1, 2018, by and
among the City, the Authority and U.S. Bank National Association, as trustee, providing for
issuance of the 2018 Bonds.

"Surplus Revenues” means, for any period, an amount equal to all of the Net Revenues
minus (i) the amount required to be paid under the Instaliment Sale Agreements during such
period, (ii) the amount required to pay debt service on any obligations incurred by the Authority
with respect to the Enterprise becoming payable during such period, including, without
limitation, debt service on the 2013 Bonds and the 2018 Bonds, from “net revenues” as defined
in the 2013 Indenture and 2018 Indenture, respectively, and (iil} amounts set aside for capital
replacements and improvements.

Section 2. Subsections (a) and (b) of Section 4.3 of the Lease Agreement are amended
to read in full as follows.

(a) “Pledge of Surplus Revenues. All of the Surplus Revenues are hereby
irrevocably pledged, charged and assigned by the Authority to the punctual payment of the
Lease Payments and the Surplus Revenues and such other funds shall not be used for any
other purpose so long as any of the Lease Payments remain unpaid. Such pledge, charge and
assignment shall constitute a first lien on the Surplus Revenues and such other moneys for the
payment of the Lease Payments in accordance with the terms hereof.




(b) Deposits Into Water Fund. There is hereby continued the City's existing Water
Fund, which is to be held and administered by the City on behalf of the Authority pursuant to this
Agreement. The Authority shall cause the City, and the City hereby agrees and covenants, to
deposit all of the Gross Revenues immediately upon receipt in the Water Fund. The City shall,
from the moneys in the Water Fund, make disbursements as required under the Section 4.5 (or
such comparable section) of the Installment Sale Agreements, as required under the provisions
of the 2013 Indenture with respect to the 2013 Bonds, and as required under the provisions of
the 2018 Indenture with respect to the 2018 Bonds. Amounts constituting Surplus Revenues in
the Water Fund shall be used to make Lease Payments as such payments become due and
payable.

IN WITNESS WHEREOF, the Authority and the City have caused this First Amendment
to be executed in their respective names by their duly authorized officers, all as of the date first
above written.

CITY OF SANTA FE SPRINGS,
as Lessor

City Manager

SANTA FE SPRINGS WATER UTILITY
AUTHORITY, as Lessee

By:

Executive Director
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IRREVOCABLE REFUNDING INSTRUCTIONS
(2005 Water Refunding Revenue Bonds, Series A)

These IRREVOCABLE REFUNDING INSTRUCTIONS (2005 Refunding Water Revenue
Bonds, Series A) (these “Instructions”), dated . 20__, are given by the SANTA FE
SPRINGS PUBLIC FINANCING AUTHORITY, a joint powers authority duly organized and
existing under and by virtue of the laws of the State of California {the “Financing Authority”) and
the CITY OF SANTA FE SPRINGS (the “City”), to U.S. BANK NATIONAL ASSOCIATION, a
national banking association organized and existing under the laws of the United States of
America, acting as trustee for the hereinafter defined 2005 Financing Authority Bonds (the
“2005 Trustee’;

WITNESSETH:

WHEREAS, to acquire public capital improvements (the “2003 Improvements”) of
benefit to the City of Santa Fe Springs’s (the "City") water system and facilities (the
“Enterprise”) the City entered into an Instaliment Sale Agreement (the “2003 Instaliment
Sale Agreement”), dated as of October 1, 2003, by and between the City and the Santa Fe
Springs Financing Authority (the “Financing Authority”), and the Financing Authority issued
its 2003 Water Revenue Bonds, Series A, in the principal amount of $4,265,000 (the “2003
Financing Authority Bonds”), secured by installment payments to be made by the City
pursuant to the 2003 Installment Sale Agreement;

WHEREAS. to refinance certain public capital improvements of benefit to the
Enterprise by refunding on an advance basis the Financing Authority's 1996 Waster
Revenue Bonds, Series A (the “2005 Improvements”), the City entered into an Installment
Sale Agreement (the “2005 Installment Sale Agreement”), dated as of April 1, 2005, by and
between the City and the Financing Authority, and the Financing Authority issued its 2005
Water Refunding Revenue Bonds, Series A (the 2005 Financing Authority Bonds”),
pursuant to an Indenture of Trust, dated as of April 1, 2005, by and between the Financing
Authority and the 2005 Trustee (the “2005 Indenture”), in the principal amount of $3,705,000
secured by installment payments to be made by the City pursuant to the 2005 Installment
Sale Agreement;

WHEREAS, the Santa Fe Springs Water Utility Authority (the “Water Utility Authority™)
is a joint exercise of powers authority duly organized and existing under and pursuant to that
certain Joint Exercise of Powers Agreement, dated as of July 1, 2009, by and between the
City and the Community Development Commission of the City of Santa Fe Springs and
under the provisions of Articles 1 through 4 (commencing with Section 6500) of Chapter 5 of
Division 7 of Title 1 of the Government Code of the State of California (the "Act"), and is
authorized pursuant to Article 4 of the Act (the "Bond Law") to borrow money for the purpose
of financing and refinancing public capital improvements of the Water Utility Authority;

WHEREAS, the City leased the City's Enterprise to the Authority pursuant to that
certain Water Enterprise Lease Agreement, dated as of July 1, 2009 (the "Lease"), by and
between the Authority and the City,

WHEREAS, to assist the City in repaying the 2003 Installment Sale Agreement and to
finance additional public capital improvements to the Enterprise, the Water Utility Authority




issued its Santa Fe Springs Water Utility Authority 2013 Water Revenue Bonds (the "2013
Bonds") in the aggregate principal amount of $6,890,000 pursuant to an Indenture of Trust,
dated as of May 1, 2013, by and among the City, the Water Utility Authority and U.S. Bank
National Association, as trustee (the “2013 Indenture”) and the City caused the repayment in
full of the 2003 Instaliment Purchase Agreement and thereby refunded in full and defeased
the 2003 Financing Authority Bonds;

WHEREAS, the City and Financing Authority have determined to defease and redeem
the 2005 Financing Authority Bonds and to cause prepayment of the 2005 Instaliment Sale
Agreement;

WHEREAS, to assist the City in repaying the 2005 Instaliment Sale Agreement and
causing the defeasance and redemption of the 2005 Financing Authority Bonds, the Water
Utility Authority has determined to issue its Santa Fe Springs Water Utility Authority 2018
Subordinate Water Revenue Bonds (the "2018 Bonds") in the aggregate principal amount of
$ pursuant to an Indenture of Trust (the “2018 Indenture”), dated as of January 1,
2018, by and among the Water Utility Authority, the City and the U.S. Bank National
Association, as trustee (the "2018 Trustee”);

WHEREAS, the Financing Authority and the City desire to give these Instructions to the
2005 Trustee for the purpose of providing the terms and conditions relating to the deposit and
application of moneys to provide for the payment and redemption of all of the outstanding 2005
Financing Authority Bonds pursuant to Section 4.01(a) of the 2005 Indenture and the
prepayment of the 2005 Instaliment Sale Agreement under Section 9.2 of the 2005 Installment
Sale Agreement;

NOW., THEREFORE, the Financing Authority and City hereby irrevocably instruct the
2005 Trustee as foflows:

Section 1. Redemption Fund; Interest Account. Pursuant to Section 5.07 of the 2005
Indenture, there has heretofore been established an account held by the 2005 Trustee known
as the “Redemption Fund’ (the "2005Redemption Fund”). All cash and securities deposited in
or transferred to the 2005 Redemption Fund pursuant to these Instructions are hereby
irrevocably pledged as a special trust fund for the redemption of all of the outstanding 2005
Financing Authority Bonds on , 2018, in accordance with the 2005 Indenture. The
2005 Trustee shall have no lien upon or right of set off against the securities and cash at any
time on deposit in the 2005 Redemption Fund or the accounts therein, and such amounts shall
be applied only as provided herein.

Pursuant to Section 5.02 of the 2005 Indenture, there has heretofore been established a
fund held by the 2005 Trustee known as the Bond Fund (the "2005 Bond Fund”), and within the
2005 Bond Fund an Interest Account (the “2005 Interest Account’). All cash and securities
deposited in or transferred to the 2005 Interest Account pursuant to these Instructions are
hereby pledged as a special trust fund for the payment of interest on the outstanding 2005
Financing Authority Bonds to be redeemed on , 2018, in accordance with the 2005
Indenture. The 2005 Trustee shall have no lien upon or right of set off against the securities
and cash at any time on deposit in the 2005 interest Account, and such amounts shall be
applied only as provided herein.

Section 2. Deposit and Transfer into 2005 Redemption Fund and 2005 Interest Account;
Investment of Amounts. Concurrently with delivery of the 2018 Bonds, the Financing Authority
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shall cause to be transferred to the 2005 Trustee the amount of § in immediately
available funds to be derived from a portion of the proceeds of sale of the 2018 Bonds, which
amount the 2005 Trustee shall then deposit in the Redemption Fund in the amount of
$ and the Interest Account in the amount of § . Concurrently,
the 2005 Trustee will transfer $ from the Reserve Account for the 2005 Financing
Authority Bonds, to the 2005 Redemption Fund. The 2005 Trustee shall hold all amounts
deposited in the Interest Account and Redemption Fund in cash, uninvested, pursuant to these
Instructions.

The City and the Financing Authority confirm that by making the deposits described
herein, they are discharging all of the outstanding 2005 Financing Authority Bonds pursuant to
Article X of the 2005 Indenture and establishing a security deposit for the Instaliment Payments
under the 2005 Installment Sale Agreement.

Section 3. Proceedings for Redemption of 2005 Financing Authority Bonds. The
Financing Authority and City hereby irrevocably elect, and direct the 2005 Trustee, to redeem,
on 2018, all of the outstanding 2005 Financing Authority Bonds pursuant to the
provisions of Section 4.01(a) of the 2005 Indenture. The 2005 Trustee previously mailed a
notice of conditional redemption to the owners of the 2005 Financing Authority Bonds and any
insurer of such 2005 Financing Authority Bonds in substantially in the form attached hereto as
Exhibit A. The 2005 Trustee is hereby instructed to file on , 2018, the notice
substantially in the form attached hereto as Exhibit B on the Municipal Securities Rulemaking
Board's EMMA System.

Section 4. Application of Funds to Redeem the 2005 Financing Authority Bonds. The
2005 Trustee shall apply the amounts on deposit in the 2005 Redemption Fund to redeem all of
the outstanding 2005 Financing Authority Bonds on , 2018, at a price equal to
100% of the principal amount thereof and shall apply the amounts on deposit in the 2005
Interest Account to pay the accrued interest on such redeemed 2005 Financing Authority
Bonds.

Section 5. Transfer of Remaining Funds. On , 2018, following the payment
and redemption described above, the 2005 Trustee shall withdraw any amounts remaining on
deposit in the 2005 Redemption Fund and the Interest Account and transfer such amounts to
the 2018 Trustee for deposit into the Bond Fund established under the 2018 Indenture to be
used solely for the purpose of paying interest on the 2018 Bonds.

Section 6. Amendment. These Instructions shall be irrevocable by the Financing
Authority and City. These Instructions may be amended or supplemented by the Financing
Authority and City, but only if the Financing Authority and City shall file with the 2005 Trustee (a)
an opinion of nationally recognized bond counsel engaged by the Financing Authority or City
stating that such amendment or supplement will not, of itself, adversely affect the exclusion from
gross income of interest represented by the 2005 Financing Authority Bonds or the 2018 Bonds
under federal income tax law, and (b) a certification of an independent accountant or
independent financial adviser engaged by the Financing Authority or City stating that such
amendment or supplement will not affect the sufficiency of funds invested and held hereunder to
make the payments required by Section 4.

Section 7. Miscellaneous. These Instructions shall constitute the Written Request of the
Financing Authority pursuant to Section 10.03 of the 2005 Indenture.




Section 7. Governing Law. These Instructions shall be construed in accordance with
and governed by the laws of the State of California.

CITY OF SANTA FE SPRINGS

By:

SANTA FE SPRINGS PUBLIC FINANCING
AUTHORITY

By:

ACCEPTED:

U.S. BANK NATIONAL ASSOCIATION,
as 2005 Trustee

By:

Vice President
ACCEPTED with respect to Section 5:

U.S. BANK NATIONAL ASSOCIATION
as 2018 Trustee

By:

Vice President

[Signature page to irrevocable Refunding instructions (2005 Water Refunding Revenue Bonds, Series A)]



EXHIBIT A

FORM OF NOTICE OF CONDITIONAL OPTIONAL REDEMPTION

$3,705,000
Santa Fe Springs Public Financing Authority 2005 Water Refunding Revenue Bonds,
Series A

Date of Issuance: April 20, 2005

Outstanding
Principal
Maturity Date Amount Interest Rate *CUSIP No,

NOTICE IS HEREBY GIVEN by the Santa Fe Springs Public Financing Authority (the
“Financing Authority”) that all of the above described bonds (the “Bonds") have been called, on
a conditional basis, for optional redemption on , 2018 (the “Redemption Date”)
pursuant to Section 4.01(a) of the Indenture of Trust (the “Indenture™), dated as of April 1, 2005,
by and between the Financing Authority and U.S. Bank National Assaciation, as trustee (the
“Trustee”), at a redemption price equal to the principal amount thereof, plus accrued interest to
the redemption date, without premium (the “Redemption Price”). interest will not accrue on the
Bonds after the redemption date.

The Financing Authority expects to cause the Bonds to be redeemed on the Redemption
Date with, among other funds, proceeds of refunding bonds issued by the Santa Fe Springs
Water Utility Authority (the “2018 Bonds"). The Financing Authority's ability to cause the Bonds
to be redeemed is subject to the sale of the 2018 Bonds. |n the event such funds are not
received by the Redemption Date, this notice shall be null and void and of no force and effect.
The Bonds delivered for redemption shall be returned to the respective owners thereof, and said
Bonds shall remain outstanding as though this Notice of Conditional Optional Redemption had
not been given. Notice of a failure to receive funds, and cancellation of this prepayment, shal! be
given by the Trustee by first class mail, postage prepaid, to the registered owners of the Bonds.

Payment of the Redemption Price on the Bonds called for redemption will be paid
without presentation of the Bonds if presentment is not required and upon presentation of the
Bonds if presentment is required. If presentment is required, surrender thereof can be made in
the following manner:

Exhibit A



If by Hand or Overnight Mail:
U. S. Bank

Corporate Trust Services

111 Fillmore Ave E

St. Paul, MN 55107

Bondholders presenting their bonds for the same day payment must surrender their
bond no later than 1:00 P.M. CST on the Redemption Date and a check will be available for
pickup after 2:00 P.M. CST. Checks not picked up by 4:30 P.M. will be mailed out to the
bondholder via first class mail. If payment of the Redemption Price is to be made to the
registered owner of the Bond you are not required to endorse the Bond to collect the
Redemption Price.

REQUIREMENT INFORMATION
For a list of redemption requirements please visit our website at
www.usbank.com/corporatetrust and click on the “Bondholder Information” link.

IMPORTANT NOTICE
Under the Jobs and Growth Tax Relief Reconciliation Act of 2003 (the “Act”), 28% will be
withheld if tax identification number is not properly certified.

*The Undersigned shall not be held responsibie for the se