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UNITED STATES BANKRUPTCY COURT

EASTERN DISTRICT OF CALIFORNIA

SACRAMENTO DIVISION

Inre:
CITY OF STOCKTON, CALIFORNIA,
Debtor.

Case No. 2012-32118
D.C. No. OHS-15
Chapter 9

EXHIBIT D-4 TO THE
DECLARATION OF KENNETH
DIEKER IN SUPPORT OF CITY’S
SUPPLEMENTAL MEMORANDUM
OF LAW IN SUPPORT OF
CONFIRMATION OF FIRST
AMENDED PLAN FOR THE
ADJUSTMENT OF DEBTSOF CITY
OF STOCKTON, CALIFORNIA
(NOVEMBER 15, 2013)*

Date: May 12, 2014

Time: 9:30 am.

Dept: Courtroom 35

Judge: Hon. Christopher M. Klein

! Paragraph 13 of the Order Modifying Order Governing The Disclosure And Use Of Discovery Information And
Scheduling Dates Related To The Tria In The Adversary Proceeding And Any Evidentiary Heari ng Regardi ng
Confirmation Of Proposed Plan Of Adjustment (Dkt. No. 1242, modifying Dkt. No. 1224) contempl ates that the
Partieswill submit direct testimony decl arations for their respective witnesses by April 21, 2014. Accordingly, the
declarations submitted i n support of this Supplemental Memorandum do not contain al of the information and do not
attach al of the evidence that will be included in the direct testimony declarations that will befiled on April 21.

OHSUSA:757457971.1

EXHIBIT D-4 TO THE DECL. OF KENNETH DIEKER
ISOCITY’SSUPPL. MEMO OF LAW ISO FIRST
AMENDED PLAN FOR THE ADJUSTMENT OF DEBTS
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APPENDIX C

SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS

The following is a brief summary of certain provisions of the Indenture, the Site and Facility Lease and the
Lease Agreement prepared for Bonds. The following also includes definitions of certain terms used therein and in
this Official Statement. Such summary is not intended to be definitive. Reference is directed to said documents for
the complete text thereof. Except as otherwise defined in this summary, the terms previously defined in this Official
Statement have Lhe respective meanings previously given. Copies of said documents are available from the City and
Sfrom the Trustee.

DEFINITIONS

“Authority” means the Stockton Public Financing Authority, a joint exercise of powers authority
organized and existing under and by virtue of the laws of the State, and any successor thereto.

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

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

“Bond Year” means each twelve-month period extending from September 2 in one calendar year
to September 1 of the succeeding calendar year, both dates inclusive; provided that the first Bond Year
with respect to the Bonds shall commence on the Closing Date and end on September 1, 2009.

“Bonds” means the Stockton Public Financing Authorily Lease Revenue Bonds, 2009 Series A
(Capital Improvement Projects), authorized by and at any time Outstanding pursuant to the Indenture.

“Business Day” means a day (other than a Saturday or a Sunday) on which banks are not required
or authorized to remain closed in the city in which the Office of the Trustee is located.

“City” means the City of Stockton, a chartered city and municipal corporation organized and
existing under and by virtue of its charter and 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 1986 as in effect on the Closing Date or (except as
otherwise referenced in the Indenture) as it may be amended to apply to obligations issued on the
Closing Date, together with applicable proposed, temporary and final regulations promulgated, and
applicable official public guidance published, under such Code.

“Continuing Disclosure Cerlificate” means that certain Continuing Disclosure Certificate executed
by the City and the Authority and dated the date of execution and delivery of the Bonds, as originally
executed and as it may be amended from time to time in accordance with the terms thereof.

“Costs of Issuance” means all expenses incurred in connection with the authorization, issuance,
sale and delivery 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 or the City, initial fees
and expenses of the Trustee (including but not limited to fees and expenses for legal counsel),
compensation to any financial consultants or underwriters, legal fees and expenses, filing and recording
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costs, rating agency fees, costs of preparation and reproduction of documents, out-of-pocket expenses of
the Authority or the City, Authority and City staff costs and costs of printing.

“Costs of Issuance Fund” means the fund by that name established and held by the Trustee
pursuant to the Indenture.

“Debt Service” means, during any period of computation, the amount obtained for such period by
totaling the following amounts: (a) the principal amount of all Outstanding Bonds coming due and
payable by their terms in such period; and (b) the interest which would be due during such period on the
aggregate principal amount of Bonds which would be Outstanding in such period if the Bonds are retired
as scheduled, but deducting and excluding from such aggregate amount the amount of Bonds no longer
Outstanding.

“Defeasance Obligations” means: (a) cash, (b) U.S. Treasury certificates, notes and bonds (including
State and Local Government Series), (c) direct obligations of the Treasury which have been stripped by
the Treasury itself, CATS, TIGRS and similar securities, (d) the interest component of Resolution Funding
Corp. (“REFCORP”) strips which have been stripped by request to the Federal Reserve Bank of New York
in book entry form; (e) obligations listed in (b)(i), (ii), (iii), (v), (vii) and (viii) of the definition of Permitted
Investments; or (f) pre-refunded municipal obligations rated “AAA” and “Aaa” by S&P and Moody’s,
respectively; if, however, the issue is only rated by S&P, then the pre-refunded bonds must have been
pre-refunded with cash, direct U.S. or U.S.-guaranteed obligations, or AAA rated pre-refunded
municipals).

“Event of Default,” with respect to the Indenture, means any of the events specified therein and,
with respect to the Lease Agreement, means any of the events specified therein.

“Facility” means the improvements more particularly described in the Lease Agreement.

“Federal Securities” means direct and general obligations of the United States of America, or those
which are unconditionally guaranteed as to principal and interest by the same.

“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 or the City, as applicable, as its official fiscal year period.

“Fitch” means Fitch, Inc., New York, New York, or its successors.

“Indenture” means the Indenture of Trust, dated as of September 1, 2009, by and between the
Authority and the Trustee, as originally executed or as it may from time to time be supplemented,
modified or amended by any Supplemental Indenture pursuant to the provisions thereof,

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

“Information Services” means Financial Information, Inc.’s “Daily Called Bond Service,” 30
Montgomery Street, 10th Floor, Jersey City, NJ 07302, Attention: Editor; Mergent/FIS, Inc., 5250 77 Center
Drive, Suite 150 Charlotte, NC 28217, Attention: Called Bond Dept.; Kenny S&P, 55 Water Street, New
York, NY 10041, Attention: Notification Department; and, in accordance with then current guidelines of
the Securities and Exchange Commission; or to such other addresses and/or such other national
information services providing information with respect to the redemption of bonds as the Authority
may designate in a Written Certificate of the Authority delivered to the Trustee.

“Insurance and Condemnation Fund” means the fund by that name established and held by the
Trustee pursuant to the Indenture.
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“Interest Account” means the account by that name established in the Revenue Fund pursuant to
the Indenture.

“Interest Payment Date” means each March 1 and September 1, commencing March 1, 2010.

“Lease Agreement” means that certain Lease Agreement, dated as of September 1, 2009, by and
between the Authority and the City, as originally executed and as it may from time to time be
supplemented, modified or amended in accordance with the terms thereof and of the Indenture.

“Lease Payment Date” means, with respect to any Interest Payment Date, commencing with the
March 1, 2010, Interest Payment Date, the fifteenth (15th) calendar day of the month preceding such
Interest Payment Date.

“Lease Payments” means the aggregate amount of all the payments required to be paid by the City
pursuant to the Lease Agreement.

“Moody’s” means Moody’s Investors Service, New York, New York, or its successors.

“Net Proceeds” means amounts derived by the City from any policy of casualty insurance with
respecl (o any portion of the Property, or the proceeds of any taking of the Property or any portion
thereof in eminent domain proceedings (including sale under threat of such proceedings), to the extent
remaining after payment therefrom of all expenses incurred in the collection and administration thereof.

“Office” means, with respect to the Trustee, the corporate trust office of the Trustee located in San
Francisco, California, except that with respect to presentation of Bonds for payment or for registration of
transfer and exchange, such term shall mean the office or agency of the Trustee at which, at any particular
time, its corporate agency business shall be conducted.

"“Original Purchaser” means the original purchaser of the Bonds upon their delivery by the Trustee
on the Closing Date,

“Qulslanding,” when used as of any particular time with reference to Bonds, means (subjecl to the
provisions of the Indenture) all Bonds theretofore, or thereupon being, authenticated and delivered by
the Trustee under the 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 the Indenture, including Bonds (or portions thereof) described in the
Indenture; 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 the Indenture.

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

“Participating Underwriter” shall have the meaning ascribed thereto in the Continuing Disclosure
Certificate.

“Permitted Encumbrances” means, as of any particular time: (a) liens for general ad valorem taxes
and assessments, if any, not then delinquent, or which the City may, pursuant to provisions of the Lease
Agreement, permit to remain unpaid; (b) the Site and Facility Lease; (c) the Lease Agreement; (d) any
right or claim of any mechanic, laborer, materialman, supplier or vendor not filed or perfected in the
manner prescribed by law; (e) easements, rights-of-way, mineral rights, drilling rights and other rights,
reservations, covenants, conditions or restrictions which exist of record as of the Closing Date and which
the City certifies in writing will not materially impair the use of the Property; and (f) easements, rights of
way, mineral rights, drilling rights and other rights, reservations, covenants, conditions or restrictions
established following the date of recordation of the Lease Agreement and to which the Authority and the
City agree in writing do not reduce the value of the Property.

“Permitted Investments” means the following, but only to the extent that the same are acquired at
Fair Market Value:
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(a) Federal Securities;

(b) debentures of the Federal Housing Administration to the extent such obligations are
guaranteed by the full faith and credit of the United States of America;

(c) obligations of the following agencies which are not guaranteed by the United States of
America: (i) participation certificates or debt obligations of the Federal Home Loan Mortgage
Corporation; (ii) consolidated system-wide bonds and notes of the Farm Credit Banks (consisting of
Federal Land Banks, Federal Intermediate Credit Banks and Banks for Cooperatives); (iii) consolidated
debt obligations or letter of credit-backed issues of the Federal Home Loan Banks; (iv) mortgage-backed
securities (excluding stripped mortgage securities which are valued greater than par on the portion of
unpaid principal) or debt obligations of the Federal National Mortgage Association; or (v) letter of credit-
backed issues or debt obligations of the Student Loan Marketing Association; provided, however, that not
more than ten percent (10%) of the proceeds of the Bonds may, in the aggregate, be invested in any such
obligations at one time;

(d) Federal funds, negotiable certificates of deposit, time deposits and bankers acceptances
(having maturities of not more than 180 days) of banks (including the Trustee and its affiliates) the short-
term obligations of which are rated in one of the two highest Rating Categories by Moody’s and S&P;

(e) deposits (including those of the Trustee and its affiliates) which are fully insured by the
Federal Deposit Insurance Corporation (“FDIC");

(f) debt obligations (excluding securities that do not have a fixed par value and/or whose terms
do not promise a fixed dollar amount at maturity or call date) rated in one of the two highest Rating
Categories by Moody’s and S&P;

(g) commercial paper (having original maturities of not more than 270 days) rated in one of the
two highest Rating Categories by Moody’s and S&P;

(h) money market funds rated “Aam” or higher by S&P and, if rated by Moody’s, rated “Aa2” or
higher, including funds for which the Trustee, its parent, affiliates or subsidiaries provide investment
advisory or other management services, in which case it is agreed that the Trustee, its parent, affiliates or
subsidiaries shall have the right to be paid its customary management fees in addition to its fees as
Trustee under the Indenture;

(i) investment contracts or agreements issued or guaranteed by entities whose long-term debt or
claims paying ability of which are rated in one of the two highest long-term rating categories of Moody’s
and S&P;

(j) repurchase agreements or investment agreements issued by banks, broker/dealers or other
financial institutions fully secured by obligations listed in paragraphs (a), (b) or (c) of this definition
having a market value at least equal to 105% of face amount of the agreement and possession of which
obligations is held or controlled by the Trustee, the Authority or by a third party satisfactory to the
Authority under arrangements satisfactory to the Trustee or the Authority, as the case may be; and

(k) the Local Agency Investment Fund of the State, created pursuant to section 16429.1 of the
California Government Code, to the extent the Trustee is authorized to register such investment in its
name.

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

“Project” means various capital improvements throughout the geographic boundaries of the City,
including but not limit to, (a) the costs of constructing and installing fire station facilities improvements,
including modernizing and expanding Fire Station No 7, located in northern Stockton, from 3,800 square
feet to 5,600 square feet, constructing and equipping an approximately 7,250 square foot Fire Station No.
13 in northeast Stockton, and developing a master plan study for fire station facilities within the City; (b)
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the costs of relocating and constructing an approximately 24,000 square foot Police Communications
Center, to be located at 22 East Weber Street in the central area of the City; (c) the costs of acquiring land
and constructing seven parks located throughout the City; and (d) the costs of acquiring, constructing
and installing various paving, bridge, widening, lighting, landscaping and other street improvements
within the City.

“Project Fund” means the fund by that name established and held by the Trustee pursuant to the
Indenture.

“Property” means, collectively, the Site and the Facility.

“Rating Category” means, with respect to any Permitted Investment, one of the generic categories
of rating by Fitch, Moody’s and S&P applicable to such Permitted Investment, without regard to any
refinement or graduation of such rating category by a plus or minus sign or a numeral.

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

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

“Registration Books” means the records maintained by the Trustee pursuant to the Indenture for
the registration and transfer of ownership of the Bonds.

“Regulations” means the regulations of the United States Department of Treasury issued under
the Code.

“Reserve Account” means the account by that name in the Revenue Fund established pursuant to
the Indenture.

“Reserve Requirement” means a fixed amount equal to the least of (a) maximum annual debt
service on the Bonds, (b) 125% of average annual debt service on the Bonds, and (c) 10% of the par
amount of the Bonds.

“Revenue Fund” means the fund by that name established and held by the Trustee pursuant to the
Indenture.

“Revenues” means (a) all Lease Payments, prepayments, insurance proceeds, condemnation
proceeds, and (b) subject to the provisions of the Indenture, all interest, profits or other income derived
from the investment of amounts in any fund or account established pursuant to the Indenture.

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies,
Inc., New York, New York, or its successors.

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

“Site” means that certain real property more particularly described in the Site and Facility Lease
and in the Lease Agreement.

“Site and Facility Lease” means the Site and Facility Lease, dated as of September 1, 2009, by and
between the City, as lessor, and the Authority, as lessee, together with any duly authorized and executed
amendments thereto.

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

“Tax Certificale” means the certificate of the Authority dated the Closing Date, with respect to tax
matters.

“Trustee” means Wells Fargo Bank, National Association, a national banking association
organized and existing under the laws of the United States of America, or its successor, as Trustee under
and as provided in the Indenture.

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

INDENTURE OF TRUST
Establishment and Application of Costs of Issuance Fund

The moneys in the Costs of Issuance Fund shall be used and withdrawn by the Trustee to pay the
Costs of Issuance upon submission of Written Requisitions of the Authority stating the person to whom
payment is to be made, the amount to be paid, the purpose for which the obligation was incurred and
that such payment is a proper charge against said fund. Each such Written Requisition shall be sufficient
evidence to the Trustee of the facts stated therein and the Trustee shall have no duty to confirm the
accuracy of such facts. On February 20, 2010, 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 Project Fund.

Establishment and Application of Project Fund

Amounts on deposit in the Project Fund shall be used and withdrawn by the Trustee to pay the
costs of the Project, upon the receipt from time to time of Written Requisitions of the City seeking
payment of costs of the Project. Each such Written Requisition shall state (a) the person to whom payment
is to be made, (b) the amount to be paid, and (c) the purpose for which the obligation was incurred. At
the Written Request of the City filed at any time with the Trustee, the Trustee shall close the Project Fund
and shall transfer all amounts therein to the Revenue Fund to be used for the payment of interest on the
Bonds.

Pledge and Assignment; Revenue Fund

Subject only to the provisions of the Indenture permitting the application thereof for the purposes
and on the terms and conditions set forth therein, all of the Revenues and any other amounts (including
proceeds of the sale of the Bonds) held in any fund or account established pursuant to the Indenture are
pledged to secure the payment of the principal of, premium, if any, and interest on the Bonds in
accordance with their terms and the provisions of the Indenture. Said pledge shall constitute a first lien
on and security interest in such assets and shall attach, be perfected and be valid and binding from and
after the Closing Date, without any physical delivery thereof or further act.

The Authority transfers in trust, grants a security interest in and assigns to the Trustee, for the
benefit of the Owners from time to time of the Bonds, all of the Revenues and all of the rights of the
Authority in the Lease Agreement (except for certain rights to indemnification set forth therein), and in
the Site and Facility Lease, (except for certain rights to indemnification set forth therein). The Trustee
shall be entitled to and shall collect and receive all of the Revenues, and any Revenues collected or
received by the Authority shall be deemed to be held, and to have been collected or received, by the
Authority as the agent of the Trustee and shall forthwith be paid by the Authority to the Trustee. The
Trustee also shall be entitled to and shall, subject to the provisions of the Indenture, take all steps, actions
and proceedings which the Trustee determines to be reasonably necessary in its judgment to enforce,
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either jointly with the Authority or separately, all of the rights of the Authority, all of the obligations of
the City under the Lease Agreement.

The assignment of the Lease Agreement and the Site and Facility Lease to the Trustee is solely in
its capacity as Trustee under the Indenture and the duties, powers and liabilities of the Trustee in acting
thereunder shall be subject to the provisions of the Indenture. The Trustee shall not be responsible for any
representations, warranties, covenants or obligations of the Authority.

The Trustee agrees to provide written notice to the City at least five Business Days prior to each
Lease Payment Date of the amount, if any, on deposit in the Revenue Fund which shall serve as a credit
against, and shall relieve the City of making, the Lease Payments due from the City on such Lease
Payment Date. All Revenues shall be promptly deposited by the Trustee upon receipt thereof in a special
fund designated as the “Revenue Fund” which the Trustee shall establish, maintain and hold in trust;
except that all moneys received by the Trustee and required under the Indenture or under the Lease
Agreement to be deposited in the Redemption Fund or the Insurance and Condemnation Fund shall be
promptly deposited in such Funds. Within the Revenue Fund there shall be established an Interest
Account, a Principal Account and a Reserve Account. All Revenues deposited with the Trustee shall be
held, disbursed, allocated and applied by the Trustee only as provided in the Indenture.

Allocation of Revenues

Not later than the Business Day preceding each Interest Payment Date, the Trustee shall transfer
from the Revenue Fund and deposit into the following respective accounts (each of which the Trustee
shall establish and maintain within the Revenue Fund), the following amounts in the following order of
priority, the requirements of each such account (including the making up of any deficiencies in any such
account resulting from lack of Revenues sufficient to make any earlier required deposit) at the time of
deposit to be satisfied before any transfer is made to any account subsequent in priority:

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

(b) The Trustee shall deposit in the Principal Account an amount, if any, required to cause the
aggregate amount on deposit in the Principal Account to equal the principal amount of the Bonds coming
due at maturity or upon sinking fund redemption and payable on such Interest Payment Date.

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

(d) If the then applicable Interest Payment Date is March 1, all remaining moneys shall be held by
the Trustee in the Revenue Fund and applied for the next succeeding September 1 Interest Payment Date

deposits. If the then applicable Interest Payment Date is September 1, all remaining moneys shall be
transferred to the City for deposit to the General Fund of the City.

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 shall become due and payable (including accrued interest
on any Bonds purchased or redeemed prior to maturity pursuant to the Indenture).

Application of Principal Account

All amounts in the Principal Account shall be used and withdrawn by the Trustee solely to pay
the principal amount of the Bonds at their respective maturity dates.

Application of Reserve Account

Amounts in the Reserve Account shall be used and withdrawn by the Trustee solely for the
purpose of making transfers to the Interest Account and the Principal Account in such order of priority,

Appendix C
Page 7

CTY206641



Case 12-32118 Filed 04/01/14 Doc 1328

in the event of any deficiency at any time in any of such accounts or for the retirement of all the Bonds
then Outstanding, except that so long as the Authority is not in default under the Indenture, any amount
in the Reserve Account in excess of the Reserve Requirement (as determined by the Trustee based upon a
valuation of investments held in such account) shall be withdrawn from the Reserve Account
semiannually on or before the Business Day preceding each February 1 and August 1 by the Trustee and
deposited in the Interest Account. All amounts in the Reserve Account on the Business Day preceding the
final Interest Payment Date shall be withdrawn from the Reserve Account and shall be transfexred either
(i) to the Interest Account and the Principal Account, in such order, to the extent required to make the
deposits then required to be made pursuant to the Indenture or, (ii) if the Authority shall have caused to
be transferred to the Trustee an amount sufficient to make the deposits required by the Indenture, then, at
the Written Request of the Authority, to the Authority for deposit by the Authority into the Revenue
Fund. The Trustee may conclusively presume that there has been no change in the Reserve Requirement
unless notified in writing by the Authority.

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 and premium on the
Bonds to be redeemed pursuant to S the Indenture; provided, however, that at any time prior to the
selection of Bonds for redemption, the Trustee may apply such amounts to the purchase of Bonds at
public or private sale, in accordance with the Indenture.

Insurance and Condemnation Fund

Establishment of Fund. Upon the receipt of any proceeds of insurance or eminent domain with
Tespect to any portion of the Property, the Trustee shall establish and maintain an Insurance and
Condemnation Fund, to be held and applied as set forth in the Indenture.

Application of [nsurance Proceeds. Any Net Proceeds of insurance against accident to or destruction
of the Property collected by the City in the event of any such accident or destruction shall be paid to the
Trustee by the City pursuant to the Lease Agreement and deposited by the Trustee promptly upon
receipt thereof in the Insurance and Condemnation Fund. If the City fails to determine and notify the
Trustee in writing of its determination, within forty-five (45) days following the date of such deposit, to
replace, repair, restore, modify or improve the Property, then such Net Proceeds shall be promptly
transferred by the Trustee to the Redemption Fund and applied to the redemption of Bonds to the extent
that such Net Proceeds permit. All proceeds deposited in the Insurance and Condemnation Fund and not
so transferred to the Redemption Fund shall be applied to the prompt replacement, repair, restoration,
modification or improvement of the damaged or destroyed portions of the Property by the City, upon
receipt of Written Requisitions of the City, as agent for the Authority, which: (i) states with respect to
each payment to be made (A) the requisition number, (B) the name and address of the person to whom
payment is due, (C) the amount to be paid and (D) that each obligation mentioned therein has been
properly incurred, is a proper charge against the Insurance and Condemnation Fund, has not been the
basis of any previous withdrawal; and (ii) specifies in reasonable detail the nature of the obligation. Each
such Written Requisition shall be sufficient evidence to the Trustee of the facts stated therein and the
Trustee shall have no duty to confirm the accuracy of such facts. Any balance of the proceeds remaining
after such work has been completed as certified by the City to the Trustee shall after payment of amounts
due the Trustee be paid to the City.

Application of Eminent Domain Proceeds. If all or any part of the Property shall be taken by eminent
domain proceedings {(or sold to a government threatening to exercise the power of eminent domain) the
Net Proceeds therefrom shall be deposited with the Trustee in the Insurance and Condemnation Fund
pursuant to the Lease Agreement and shall be applied and disbursed by the Trustee as follows:

(a) If the City has not given written notice to the Trustee, within forty-five (45) days
following the date on which such Net Proceeds are deposited with the Trustee, of its
determination that such Net Proceeds are needed for the replacement of the Property or such
portion thereof, the Trustee shall transfer such Net Proceeds to the Redemption Fund to be
applied towards the redemption of the Bonds.
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(b) If the City has given written notice to the Trustee, within forty-five (45) days
following the date on which such Net Proceeds are deposited with the Trustee, of its
determination that such Net Proceeds are needed for replacement of the Property or such portion
thereof, the Trustee shall pay to the City, or to its order, from said proceeds such amounts as the
City may expend for such repair or rehabilitation, upon the filing of Written Requisitions of the
City as agent for the Authority in the form and containing the provisions set forth above. Each
such Written Requisition shall be sufficient evidence to the Trustee of the facts stated therein and
the Trustee shall have no duty to confirm the accuracy of such facts.

Investments

All moneys in any of the funds or accounts established with the Trustee pursuant to the
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 (which Written Request shall certify
that the investments constitute Permitted Investments). In the absence of any such directions from the
Authority, the Trustee shall invest any such moneys in Permitted Investments described in clause (d) 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. The Authority shall take the liquidity needs of the moneys
held under the Indenture into account in making investments.

All interest or gain derived from the investment of amounts in any of the funds or accounts
established under the Indenture shall, prior to the completion of the Project, be deposited in the Project
Fund, except that interest or gain derived from the investment of the amount in the Reserve Account shall
be retained therein to the extent required to maintain the Reserve Requirement and that interest or gain
derived from the investment of the amount in the Revenue Fund shall be retained therein. Following
completion of the Project, all interest or gain derived from the investment of amounts in any of the funds
or accounts established under the Indenture shall be deposited in the Revenue Fund, except that interest
or gain derived from the investment of the amount in the Reserve Account shall be retained therein to the
extent required to maintain the Reserve Requirement. To the extent that any investment agreement
requires the payment of fees, such fees shall be paid from available moneys in the Revenue Fund after the
deposit of moneys described above. For purposes of acquiring any investments under the Indenture, the
Trustee may commingle funds held by it under the Indenture. The Trustee or any of its affiliates may act
as principal or agent in the acquisition or disposition of any investment and may impose its customary
charges therefor. The Trustee or its affiliates may act as sponsor, advisor or depository with respect to any
Permitted Investment. To the extent that any Permitted Investment purchased by the Trustee are
registrable securities such Permitted Investment shall be registered in the name of the Trustee on behalf
of the Owners. The Trustee shall incur no liability for losses arising from any investments made pursuant
to the Indenture.

Such investments shall be valued by the Trustee, but not less often than quarterly, at the market
value thereof, exclusive of accrued interest. Deficiencies in the amount on deposit in any fund or account
resulting from a decline in market value shall be restored no later than the succeeding valuation date.
Investments purchased with funds on deposit in the Reserve Account shall have a term to maturity of not
greater than five years unless by the terms of such investment, the Trustee can access such funds at par
upon reasonable notice.

Certain Covenants

Punctual Payment. The Authority shall punctually pay or cause to be paid the principal of and
interest and premium (if any) on all the Bonds in strict conformity with the terms of the Bonds and of the
Indenture, according to the true intent and meaning thereof, but only out of Revenues and other assets
pledged for such payment as provided in the Indenture.

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 under the Indenture, to the benefits of the Indenture, except subject
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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 shall be deemed to limit the right of the
Authority to issue Bonds for the purpose of refunding any Outstanding Bonds, and such issuance shail
not be deemed to constitute an extension of maturity of the Bonds.

Aguainst Encumbrances. The Authority shall not create, or permit the creation of, any pledge, lien,
charge or other encumbrance upon the Revenues and other assets pledged or assigned under the
Indenture while any of the Bonds are Outstanding, except the pledge and assignment created by the
Indenture. 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. Nothing in shall in any way limit the City’s ability to encumber its assets in accordance
with the Lease Agreement.

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 the Indenture and to pledge and assign the Revenues and
other assets purported to be pledged and assigned, respectively, under the Indenture in the manner and
to the extent provided in the Indenture. The Bonds and the provisions of the 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, to the extent permitted by law, defend, preserve and protect
said pledge and assignment of Revenues and other assets and all the rights of the Bond Owners under the
Indenture against all claims and demands of all persons whomsoever.

Accounting Records. The Trustee shall at all times keep, or cause to be kept, proper books of record
and account, prepared in accordance with corporate trust industry standards, in which complete and
accurate entries shall be made of all transactions made by it relating to the proceeds of Bonds, the
Revenues, the Lease Agreement and all funds and accounts established pursuant to the Indenture. Such
books of record and account shall be available for inspection by the Authority and the City, during
business hours and under reasonable circumstances.

No Additional Obligations. The Authority covenants that no additional bonds, notes or other
indebtedness shall be issued or incurred which are payable out of the Revenues in whole or in part.

Tax Covenants. The Authority covenants to and for the benefit of the Owners that,
notwithstanding any other provisions of the Indenture, it will:

(a) neither make or use nor cause to be made or used any investment or other use of the proceeds
of the Bonds or the moneys and investments held in the funds and accounts established under the
Indenture which would cause the Bonds to be arbitrage bonds under section 103(b) and section 148 of the
Code and the Regulations issued under section 148 of the Code or which would otherwise cause the
interest payable on the Bonds to be includable in gross income for federal income tax purposes;

(b) not take or cause to be taken any other action or actions, or fail to take any action or actions,
which would cause the interest payable on the Bonds to be includable in gross income for federal income
tax purposes;

(c) at all imes do and perform all acts and things permitted by law and necessary or desirable in
order to assure that interest paid by the Authority on the Bonds will be excluded from the gross income,
for federal income tax purposes, of the Owners pursuant to section 103 of the Code; and

(d) not take any action or permit or suffer any action to be taken if the result of the same would
be to cause the Bonds to be “federally guaranteed” within the meaning of section 149(b) of the Code and
the Regulations.

Collection of Amounts Due Under Lease Agreement. The Trustee shall promptly collect all amounts
due from the City pursuant to the Lease Agreement. The Trustee shall enforce, and take all steps, actions
and proceedings which the Trustee determines to be reasonably necessary for the enforcement of all of its
rights thereunder as assignee of the Authority, for the enforcement of all of the obligations of the City
under the Lease Agreement.
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The Authority shall not amend, modify or terminate any of the terms of the Lease Agreement, or
consent to any such amendment, modification or termination, without the prior written consent of the
Trustee. The Trustee shall give such written consent only if (a) in the opinion of Bond Counsel, such
amendment, modification or termination will not materially adversely affect the interests of the Owners,
or (b) the Trustee first obtains the written consent of the Owners of a majority in aggregate principal
amount of the Bonds then Outstanding to such amendment, modification or termination.

Continuing Disclosure. The Authority covenants and agrees that it will comply with and carry out
all of the provisions of the Continuing Disclosure Certificate. Notwithstanding any other provision of the
Indenture, failure of the Authority to comply with the Continuing Disclosure Certificate shall not
constitute an Event of Default under the Indenture; provided, however, that any Participating Underwriter
or any Owner or beneficial owner of the Bonds may take such actions as may be necessary and
appropriate to compel performance by the Authority of its continuing disclosure obligations, including
seeking mandate or specific performance by court order.

Events of Default; Remedies
Events of Default. The following events shall be Events of Default under the Indenture:

(a) Default in the due and punctual payment of the principal or sinking fund installments of any
Bonds when and as the same shall become due and payable, whether at maturity as therein expressed, by
proceedings for redemption or otherwise.

(b) Default in the due and punctual payment of any installment of interest on any Bonds when
and as the same shall become due and payable.

(c) Default by the Authority in the observance of any of the other covenants, agreements or
conditions on its part in the Indenture or in the Bonds contained, 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 Authority by the Trustee; provided, however, that if in the
reasonable opinion of the Authority the default stated in the notice can be corrected, but not within such
thirty (30) day period, such default shall not constitute an Event of Default under the Indenture 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 occurrence and continuation of an event of default under and as defined in the Lease
Agreement.

Remedies. Upon the occurrence and continuance of any Event of Default, then and in every such
case the Trustee in its discretion may, and upon the written request of the Owners of not less than 25% in
principal amount of the Bonds then Outstanding and receipt of indemnity to its satisfaction, and payment
of its fees and expenses, including the fees and expenses of its counsel, shall in its own name and as the
Trustee of an express trust:

(a) by mandamus, or other suit, action or proceeding at law or in equity, enforce all rights of the
Owners under, and require the Authority or the City to carry out any agreements with or for the benefit
of the Owners of Bonds and to perform its or their duties under the Lease Agreement and the Indenture,
provided that any such remedy may be taken only to the extent permitted under the applicable
provisions of the Lease Agreement or the Indenture, as the case may be;

(b) bring suit upon the Bonds;

(c) by action or suit in equity require the Authority to account as if it were the trustee of an
express trust for the Owners of Bonds; or

(d) by action or suit in equity enjoin any acts or things which may be unlawful or in violation of
the rights of the Owners of Bonds under the Indenture.
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Upon the occurrence of an Event of Default, the Trustee shall be entitled as a matter of right to
the appointment of a receiver or receivers for the Revenues, ex parte, and without notice, and the
Authority consents to the appointment of such receiver upon the occurrence of an Event of Default. In the
case of any receivership, insolvency, bankruptcy, or other judicial proceedings affecting the Authority or
the City, the Trustee shall be entitled to file such proofs of claims and other documents as may be
necessary or advisable in order to have the claims of the Trustee and the Bond Owners allowed in such
proceedings, without prejudice, however, to the right of any Bond Owner to file a claim on his or her own
behalf; provided, the Trustee shall be entitled to compensation and reimbursement for the reasonable fees
and expenses of its counsel and indemnity for its reasonable expenses and liability from the Authority,
the City or the Bond Owners, as appropriate.

Application of Revenues and Other Funds After Default. If an Event of Default shall occur and be
continuing, all Revenucs and any other funds then held or thereafter received by the Trustee under any of
the provisions of the Indenture shall be applied by the Trustee as follows and in the following order:

(a) To the payment of any expenses necessary in the opinion of the Trustee to protect the interests
of the Owners of the Bonds and payment of reasonable fees, charges and expenses of the Trustee
(including reasonable fees and disbursements of its counsel) incurred in and about the performance of its
powers and duties under the Indenture;

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

First: To the payment to the persons entitled thereto of all installments of interest then
due in the order of the maturity of such installments, and, if the amount available shall not be
sufficient to pay in full any installment or installments maturing on the same date, then to the
payment thereof ratably, according to the amounts due thereon, to the persons entitled thereto,
without any discrimination or preference; and

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

Amendments Permitted

The Indenture and the righls 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 thereto, 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 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 Revenues and other assets pledged under the Indenture prior to or
on a parity with the lien created by the Indenture except as permitted in the Indenture, or deprive the
Owners of the Bonds of the lien created by the Indenture on such Revenues and other assets (except as
expressly provided in the Indenture), without the consent of the Owners of all of the Bonds then
Outstanding. It shall not be necessary for the consent of the Bond Owners to approve the particular form
of any Supplemental Indenture, but it shall be sufficient if such consent shall approve the substance
thereof.

The 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 Bond Owners,
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if the Trustee has been furnished an opinion of counsel that the provisions of such Supplemental
Indenture shall not materially adversely affect the interests of the Owners of the Bonds, including,
without limitation, for any one or more of the following purposes:

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

(ii) to make such provisions for the purpose of curing any ambiguity, inconsistency or
omission, or of curing or correcting any defective provision, contained in the Indenture, or in
regard to matters or questions arising under the Indenture, as the Authority may deem necessary
or desirable;

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

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

(v) to modify, alter, amend or supplement the Indenture in any other respect, including
amendments that would otherwise be described in the Indenture thereof, (A} if such amendment
will take effect on a Purchase Date following the purchase of tendered Bonds, or (B) if notice of
the proposed Supplemental Indenture is given to Bondholders (in the same manner as notices of
redemption are given) at least thirty (30) days before the effective date thereof and, on or before
such effective date, the Bondholders have the right to demand purchase of their Bonds pursuant
to the Indenture.

The Trustee may in its discretion, but shall not be obligated to, enter into any such Supplemental
Indenture authorized by the Indenture which materially adversely affects the Trustee’s own rights, duties
or immunities under the Indenture or otherwise.

Prior to the Trustee entering into any Supplemental Indenture under the Indenture, 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 the Indenture and that the adoption
of such Supplemental Indenture will not, in and of itself, adversely affect the exclusion from gross income
for purposes of federal income taxes of interest on the Bonds.

Written notice of any amendment or modification made pursuant to the Indenture shall be given
by the Authority to any rating agency then rating the Bonds at least thirty (30) days prior to the effective
date of such amendment or modification.

Effect of Supplemental Indenture

Upon the execution of any Supplemental Indenture, the Indenture shall be deemed to be
modified and amended in accordance therewith, and the respective rights, duties and obligations under
the Indenture of the Authority, the Trustee and all Owners of Bonds Outstanding shall thereafter be
determined, exercised and enforced under the Indenture 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 the Indenture for any and all purposes.

Discharge of Indenture
Any or all of the Outstanding Bonds may be paid by the Authority in any of the following ways,

provided that the Authority also pays or causes to be paid any other sums payable under the Indenture
by the Authority:
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(a) by paying or causing to be paid the principal of and interest and premium (if any) on such
Bonds, as and when the same become due and payable;

(b) by depositing with the Trustee, in trust, at or before maturity, Defeasance Obligations in the
necessary amount (as provided in the Indenture) to pay or redeem such Bonds; or

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

If the Authority shall also pay or cause to be paid all other sums payable under the Indenture by
the Authority, then and in that case, at the election of the Authority (evidenced by a Written Certificate of
the Authority, filed with the Trustee, signifying the intention of the Authority to discharge all such
indebtedness and the Indenture), and notwithstanding that any of such Bonds shall not have been
surrendered for payment, the Indenture and the pledge of Revenues and other assets made under the
Indenture with respect to such Bonds and all covenants, agreements and other obligations of the
Authority under the 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 execute and deliver to the Authority all such instruments as may be necessary or desirable
to evidence such discharge and satisfaction, and the Trustee shall pay over, transfer, assign or deliver to
the City all moneys or securities or other property held by it pursuant to the Indenture which are not
required for the payment or redemption of any of such Bonds not theretofore surrendered for such
payment or redemption.

Discharge of Liability on Bonds

Upon the deposit with the Trustee, in trust, at or before maturity, of money or securities in the
necessary amount (as provided in the Indenture) 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 the
Indenture or provision satisfactory to the Trustee shall have been made for the giving of such notice, then
all liability of the Authority in respect of such Bonds shall cease, terminate and be completely discharged,
and the Owners thereof shall thereafter be entitled only to payment out of such money or securities
deposited with the Trustee as aforesaid for their payment, subject, however, to the provisions of the
Indenture.

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.

Deposit of Money or Securities with Trustee

Whenever in the Indenture it is provided or permitted that there be deposited with or held in
trust by the Trustee money or securities in the necessary amount to pay or redeem any Bonds, the money
or securities so to be deposited or held may include money or securities held by the Trustee in the funds
and accounts established pursuant to the Indenture and shall be:

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

(b) Defeasance Obligations, the principal of and interest on which when due will, in the written
opinion of an Independent Accountant filed with the City, the Authority and the Trustee, provide money
sufficient to pay the principal of and interest and premium (if any) on the Bonds to be paid or redeemed,
as such principal, interest and premium become due, provided that in the case of Bonds which are to be
redeemed prior to the maturity thereof, notice of such redemption shall have been given as provided in
the Indenture or provision satisfactory to the Trustee shall have been made for the giving of such notice;
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provided, in each case, that (i) the Trustee shall have been irrevocably instructed (by the terms of the
Indenture or by Written Request of the Authority) to apply such money to the payment of such principal,
interest and premium (if any) with respect to such Bonds, and (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 the Indenture (which opinion may rely upon and assume the accuracy of the Independent
Accountant’s opinion referred to above).

SITE AND FACILITY LEASE

The Site and Facility Lease is entered into between the City and the Authority. The City agrees to
lease the Property to the Authority for a term continuous with the term of the Lease Agreement. The City
and the Authority agree that the lease to the Authority of the City’s right, title and interest in the Property
pursuant to the Site and Facility Lease serves the pubhc purposes of the City by enabling the Authority to
lease the Property back to the City.

THE LEASE AGREEMENT
Lease of Project

The Authority leases the Project to the City, and the City leases the Project from the Authority,
upon the terms and conditions set forth in the Lease Agreement.

Term of Lease

The Lease Agreement shall take effect on the Closing Date, and shall end on the earlier of
September 1, 2038, or such earlier date on which the Bonds shall no longer be Ouistanding under the
Indenture. If, on September 1, 2038, the Indenture shall not be discharged by its terms or if the Lease
Payments payable under the Lease Agreement shall have been abated at any time and for any reason,
then the Term of the Lease Agreement shall be extended until there has been deposited with the Trustee
an amount sufficient to pay all obligations due under the Lease Agreement, but in no event shall the
Term of the Lease Agreement extend beyond September 1, 2048.

Lease Payments

Obligation to Pay. In consideration of the lease of the Property from the Authority under the Lease
Agreement, the City agrees to pay to the Authority, its successors and assigns, as rental for the use and
occupancy of the Property during each Fiscal Year, the Lease Payments (denominated into components of
principal and interest) for the Property in the respective amounts specified in the Lease Agreement, to be
due and payable on the respective Lease Payment Dates specified in the Lease Agreement. Any amount
held in the Revenue Fund (except the Reserve Account therein), the Interest Account, the Principal
Account or the Sinking Account on any Lease Payment Date, derived from any source of funds of the
City or the Authority, shall be credited towards the Lease Payment then due and payable. The Lease
Payments coming due and payable in any Fiscal Year shall be for the use of the Property for such Fiscal
Year.

The City’s obligation to pay Lease Payments under the Lease Agreement shall be absolute and
unconditional subject only to abatement, in the event and to the extent that there is substantial
interference with the use and occupancy of the property or any portion there of.

Rate on Overdue Payments. In the event the City should fail to make any of the payments required
in the Lease Agreement, the payment in default shall continue as an obligation of the City until the
amount in default shall have been fully paid, and the City agrees to pay the same with interest thereon,
from the date of default to the date of payment at the highest rate of interest borne by any Outstanding
Bond. Such interest, if received, shall be deposited in the Revenue Fund.

Fair Rental Value. The Lease Payments and Additional Payments coming due and payable in each
Fiscal Year shall constitute the total rental for the Property for each Fiscal Year and shall be paid by the
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City in each Fiscal Year for and in consideration of the right of the use and occupancy of, and the
continued quiet use and enjoyment of, the Property during each Fiscal Year. The Authority and the City
agree and determine that the total Lease Payments do not exceed the fair rental value of the Property. In
making such determination, consideration has been given to the obligations of the parties under the Lease
Agreement, the value of the Property, the uses and purposes which may be served by the Property and
the benefits therefrom which will accrue to the City and the general public.

Source of Payments; Budget and Appropriation. Lease Payments shall be payable from any source of
available funds of the City, subject to the provisions of the Lease Agreement.

The City covenants to take such action as may be necessary to include all Lease Payments due
under the Lease Agreement in each of its budgets during the Term of the Lease Agreement and to make
the necessary annual appropriations for all such Lease Payments. The covenants on the part of the City
contained in the Lease Agreement shall be deemed to be and shall be construed to be duties imposed by
law and it shall be the duty of each and every public official of the City to take such action and do such
things as are required by law in the performance of the official duty of such officials to enable the City to
carry out and perform the covenants and agreements in the Lease Agreement agreed to be carried out
and performed by the City.

Assignment. The City understands and agrees that all Lease Payments have previously been
assigned by the Authority to the Trustee in trust, pursuant to the Indenture, for the benefit of the Owners
of the Bonds, and the City assents to such assignment. The Authority directs the City, and the City agrees,
to pay all of the Lease Payments to the Trustee at its Office.

Security Deposit. Notwithstanding any other provision of the Lease Agreement, the City may on
any date secure the payment of the Lease Payments for the Property in whole or in part by depositing
with the Trustee an amount of cash which, together with other available amounts, including but not
limited to amounts on deposit in the Revenue Fund and the Reserve Account, is either (i) sufficient to pay
such Lease Payments, including the principal and interest components thereof, and premium, if any, in
accordance with the Lease Payment schedule set forth in the Lease Agreement, or (ii) invested in whole
or in part in Defeasance Obligations in such amount as will, in the opinion of an Independent
Accountant, together with interest to accrue thereon and together with any cash which is so deposited, be
fully sufficient to pay such Lease Payments when due under the Lease Agreement, as the City shall
instruct at the time of said deposit. Said security deposit shall be deemed to be and shall constitute a
special fund for the payment of Lease Payments in accordance with the provisions of the Lease
Agreement.

Prepayment Option

The Authority grants an option to the City to prepay the principal component of the Lease
Payments in full, or in part, without premium, as described in the Indenture with respect to the
redemption of Bonds.

Quiet Enjoyment

During the Term of the Lease Agreement, the Authority shall provide the City with quiet use and
enjoyment of the Project, and the City shall, during such Term, peaceably and quietly have and hold and
enjoy the Project without suit, trouble or hindrance from the Authority, except as expressly set forth in
the Lease Agreement. The Authority will, at the request of the City and at the City’s cost, join in any legal
action in which the City asserts its right to such possession and enjoyment to the extent the Authority
may lawfully do so. Notwithstanding the foregoing, the Authority shall have the right to inspect the
Project as provided in the Lease Agreement.

Title
If the City pays all of the Lease Payments and Additional Payments during the Term of the Lease
Agreement as the same become due and payable, or if the City posts a security deposit for payment of the

Lease Payments pursuant to the Lease Agreement, and if the City has paid in full all of the Additional
Payments coming due and payable as of such date, and provided in any event that no Event of Default

Appendix C
Page 16

CTY206650



Case 12-32118 Filed 04/01/14 Doc 1328

shall have occurred and be continuing, all right, title and interest of the Authority in and to the Project
shall be transferred to and vested in the City. The Authority agrees to take any and all steps and execute
and record any and all documents reasonably required by the City to consummate any such transfer of
title.

Additional Payments

In addition to the Lease Payments, the City shall pay when due the following Additional
Payments:

(i) Any fees and expenses incurred by the Authority in connection with or by reason of its
leasehold estate in the Property as and when the same become due and payable;

(ii) Any amounts due to the Trustee pursuant to the Indenture for all services rendered
under the Indenture and for all reasonable expenses, charges, costs, liabilities, legal fees and other
disbursements incurred in and about the performance of its powers and duties under the
Indenture;

(iii) Any reasonable fees and expenses of such accountants, consultants, attorneys and
other experts as may be engaged by the Authority or the Trustee to prepare audits, financial
statements, reports, opinions or provide such other services required under the Lease Agreement
or the Indenture; and

(iv) Any reasonable out-of-pocket expenses of the Authority in connection with the
execution and delivery of the Lease Agreement or the Indenture, or in connection with the
issuance of the Bonds, including any and all expenses incurred in connection with the
authorization, issuance, sale and delivery of the Bonds, or incurred by the Authority in
connection with any litigation which may at any time be instituted involving the Lease
Agreement, the Bonds, the Indenture or any of the other documents contemplated thereby, or
incurred by the Authority in connection with the Continuing Disclosure Certificate, or otherwise
incurred in connection with the administration thereof.

Maintenance, Utilities, Taxes and Assessments

Throughout the Term of the Lease Agreement, as part of the consideration for the rental of the
Project, all improvement, repair and maintenance of the Project shall be the responsibility of the City and
the City shall pay for or otherwise arrange for the payment of all utility services supplied to the Project
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 Project resulting from ordinary wear and tear or want of care on the
part of the City or any assignee or lessee thereof. In exchange for the Lease Payments provided in the
Lease Agreement, the Authority agrees to provide only the Project, as hereinbefore more specifically set
forth. The City waives the benefits of subsections 1 and 2 of Section 1932 of the California Civil Code, but
such waiver shall not limit any of the rights of the City under the terms of the Lease Agreement.

The City shall also pay or cause to be paid all taxes and assessments of any type or nature, if any,
charged to the Authority or the City affecting the Project or the respective interests or estates therein;
provided, however, that with respect to special assessments or other governmental charges that may
lawfully be paid in installments over a period of years, the City shall be obligated to pay only such
installments as are required to be paid during the Term of the Lease Agreement as and when the same
become due.

The City may, at the City’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 Authority shall notify the City that, in the reasonable opinion of the
Authority, by nonpayment of any such items, the interest of the Authority in the Project will be materially
endangered or the Project or any part thereof will be subject to loss or forfeiture, in which event the City

Appendix C
Page 17

CTY206651



Case 12-32118 Filed 04/01/14 Doc 1328

shall promptly pay such taxes, assessments or charges or provide the Authority with full security against
any loss which may result from nonpayment, in form satisfactory to the Authority and the Trustee.

Modification of Project

The City shall, at its own expense, have the right to make additions, modifications and
improvements to the Project. All additions, modifications and improvements to the Project shall
thereafter comprise part of the Project and be subject to the provisions of the Lease Agreement. Such
additions, modifications and improvements shall not in any way damage the Project or cause the Project
to be used for purposes other than those authorized under the provisions of State and federal law; and
the City shall file with the Trustee and the Authority a Written Certificate of the City stating that the
Project, upon completion of any additions, modifications and improvements made thereto pursuant to
the Lease Agreement, shall be of a value which is not substantially less than the value of the Project
immediately prior to the making of such additions, modifications and improvements. The City will not
permit any mechanic’s or other lien to be established or remain against the Project for labor or materials
furnished in connection with any remodeling, additions, modifications, improvements, repairs, renewals
or replacements made by the City pursuant to the Lease Agreement; provided, however, that if any such
lien is established and the City shall first notify or cause to be notified the Authority of the City’s
intention to do so, the City may in good faith contest any lien filed or established against the Project, and
in such event may permit the items so contested to remain undischarged and unsatisfied during the
period of such contest and any appeal therefrom and shall provide the Authority with full security
against any loss or forfeiture which might arise from the nonpayment of any such item, in form
satisfactory to the Authority. The Authority will cooperate fully in any such contest, upon the request and
at the expense of the City.

Public Liability and Property Damage Insurance

The City shall maintain or cause to be maintained throughout the Term of the Lease Agreement,
a standard comprehensive general insurance policy or policies in protection of the Authority, City, and
their respeclive members, officers, agents, employees and assigns. Said policy or policies shall provide for
indemnification of said parties against direct or contingent loss or liability for damages for bodily and
personal injury, death or property damage occasioned by reason of the operation of the Project. Said
policy or policies shall provide coverage in the minimum liability limits of $1,000,000 for personal injury
or death of each person and $3,000,000 for personal injury or deaths of two or more persons in each
accident or event, and in a minimum amount of $100,000 (subject to a deductible clause of not to exceed
$5,000) for damage to property resulting from each accident or event. Such public liability and property
damage insurance may, however, be in the form of a single limit policy in the amount of $3,000,000
covering all such risks. Such insurance may be maintained as part of or in conjunction with any other
insurance coverage carried by the City, and such liability insurance may be maintained in whole or in
part in the form of self-insurance by the City, subject to the provisions of the Lease Agreement, or in the
form of the participation by the City in a joint powers agency or other program providing pooled
insurance. The proceeds of such liability insurance shall be applied by the City toward extinguishment or
satisfaction of the liability with respect to which paid.

Fire and Extended Coverage Insurance

The City shall procure and maintain, or cause to be procured and maintained, throughout the
Term of the Lease Agreement, insurance against loss or damage to the improvements constituting a part
of the Project by fire and lightning, with extended coverage and vandalism and malicious mischief
insurance. Said extended coverage insurance, when required, shall, as nearly as practicable, cover loss or
damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke and such other hazards as are
normally covered by such insurance, and shall include earthquake coverage if such coverage is available
at reasonable cost from reputable insurers in the judgment of the City. Such insurance shall be in an
amount at least equal to the lesser of (a) one hundred percent (100%) of the replacement cost of all of the
insured improvements, or (b) the aggregate principal amount of the outstanding Bonds. Such insurance
may be maintained as part of or in conjunction with any other insurance coverage carried by the City,
and may be maintained in whole or in part in the form of the participation by the City in a joint powers
agency or other program providing pooled insurance; provided however, that such insurance may not be
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maintained by the City in the form of self-insurance. The Net Proceeds of such insurance shall be applied
as provided in the Lease Agreement.

Rental Interruption Insurance

The City shall procure and maintain, or cause to be procured and maintained, throughout the
Term of the Lease Agreement, rental interruption or use and occupancy insurance to cover loss, total or
partial, of the use of the Project as a result of any of the hazards covered in the insurance required by the
Lease Agreement, in an amount at least equal to the maximum Lease Payments coming due and payable
during any future twenty-four (24) month period. Such insurance may be maintained as part of or in
conjunction with any other insurance coverage carried by the City, and may be maintained in whole or in
part in the form of the participation by the City in a joint powers agency or other program providing
pooled insurance; provided, however, that such insurance may not be maintained in the form of self-
insurance. The proceeds of such insurance, if any, shall be paid to the Trustee and deposited in the
Revenue Fund, and shall be credited towards the payment of the Lease Payments as the same become
due and payable.

Recordation thereof; Title Insurance

The City shall provide, from moneys in the Costs of Issuance Fund or at its own expense,
contemporaneously with the acquisition of the Project, a CLTA title insurance policy covering, and in the
amount of not less than the principal amount of the Bonds, insuring the City’s leasehold estate in the
Project, subject only to Permitted Encumbrances.

Net Proceeds of Insurance; Form of Policies

Each policy of insurance maintained pursuant to the Lease Agreement shall name the Trustee as
loss payee so as to provide that all proceeds thereunder shall be payable to the Trustee. All required
insurance policies shall be provided by a commercial insurer in one of the two highest rating categories
by Moody’s and S&P (without regard to designations of plus (+) or minus (-)). The City shall pay or cause
to be paid when due the premiums for all insurance policies required by the Lease Agreement. All such
policies shall provide that the Trustee shall be given thirty (30) days’ notice of each expiration, any
intended cancellation thereof or reduction of the coverage provided thereby. The Trustee shall not be
responsible for the sufficiency or amount of any insurance or self-insurance required in the Lease
Agreement and shall be fully protected in accepting payment on account of such insurance or any
adjustment, compromise or settlement of any loss. The City shall cause to be delivered to the Trustee
annually, no later than August 1 in each year, a certificate stating that all of the insurance policies
required by the Lease Agreement are in full force and effect and identifying whether any such insurance
is then maintained in the form of self-insurance.

In the event that any insurance maintained pursuant to the Lease Agreement shall be provided in
the form of self-insurance, the City shall file with the Trustee annually, within ninety (90) days following
the close of each Fiscal Year, a statement of the City risk manager, insurance consultant or actuary
identifying the extent of such self-insurance and stating the determination that the City maintains
sufficient reserves with respect thereto. In the event that any such insurance shall be provided in the form
of self-insurance by the City, the City shall not be obligated to make any payment with respect to any
insured event except from such reserves. The results of such review shall be filed with the Trustee.

Installation of Personal Property

The City may, at any time and from time to time, in its sole discretion and at its own expense,
install or permit to be installed items of equipment or other personal property in or upon any portion of
the Project. All such items shall remain the sole property of the City, in which neither the Authority nor
the Trustee shall have any interest, and may be modified or removed by the City at any time provided
that the City shall repair and restore any and all damage to the Project resulting from the installation,
modification or removal of any such items. Nothing in the Lease Agreement shall prevent the City from
purchasing or leasing items to be installed pursuant to the Lease Agreement under a lease or conditional
sale agreement, or subject to a vendor’s lien or security agreement, as security for the unpaid portion of
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the purchase price thereof, provided that no such lien or security interest shall attach to any part of the
Project.

Liens

Neither the City nor the Authority shall, directly or indirectly, create, incur, assume or suffer to
exist any mortgage, pledge, lien, charge, encumbrance or claim on or with respect to any portion of the
Project, other than the respective rights of the Trustee, the Authority and the City as provided in the
Lease Agreement and Permitted Encumbrances. Except as expressly provided in the Lease Agreement,
the City and the Authority shall promptly, at their own expense, take such action as may be necessary to
duly discharge or remove any such mortgage, pledge, lien, charge, encumbrance or claim, for which it is
responsible, if the same shall arise at any time. The City shall reimburse the Authority for any expense
incurred by it in order to discharge or remove any such mortgage, pledge, lien, charge, encumbrance or
claim.

Tax Covenants

Private Activity Bond Limitation. The City shall assure that proceeds of the Bonds are not so used
as to cause the 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.

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

Rebate Requirement. The City shall take any and all actions necessary to assure compliance with
section 148(f) of the Code, relating to the rebate of excess investment earnings, if any, to the federal
government, to the extent that such section is applicable to the Bonds.

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

Muintenance of Tax-Exemption. The City shall take all actions necessary to assure the exclusion of
interest with respect to the Bonds from the gross income of the Owners of the Bonds to the same extent as
such interest is permitted to be excluded from gross income under the Code as in effect on the Closing
Date.

Continuing Disclosure

The City covenants and agrees that it will comply with and carry out all of the provisions of the
Continuing Disclosure Certificate. Notwithstanding any other provision of the Lease Agreement, failure
of the City to comply with the Continuing Disclosure Certificate shall not constitute an Event of Default
under the Lease Agreement; provided, however, that the Participating Underwriter or any Owner or
beneficial owner of the Bonds may take such actions as may be necessary and appropriate to compel
performance by the City of its obligations under the Lease Agreement, including seeking mandate or
specific performance by court order.

Application of Net Proceeds

From Insurance Award. The Net Proceeds of any insurance award resulting from any damage to or
destruction of the Project by fire or other casualty shall be paid by the City to the Trustee and shall be
deposited in the Insurance and Condemnation Fund by the Trustee and applied as set forth in the
Indenture.

From Eminent Domain Award. If the Project or any portion thereof shall be taken permanently or
temporarily under the power of eminent domain or sold to a government threatening to exercise the
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power of eminent domain, the Net Proceeds resulting therefrom shall be deposited in the Insurance and
Condemnation Fund and applied as set forth in the Indenture.

From Title Insurance Award. The Net Proceeds of any title insurance award shall be paid to the
Trustee, deposited in the Insurance and Condemnation Fund and applied as set forth in the Indenture.

Abatement of Lease Payments

Abatement Due to Damage or Destruction of the Property; Non-Completion. The Lease Payments shall
be abated during any period in which by reason of damage to or destruction of the Property (other than
by eminent domain) there is substantial interference with the use and occupancy by the City of the
Property or any portion thereof. The amount of such abatement shall be an amount agreed upon by the
City and the Authority such that the resulting Lease Payments represent fair consideration for the use
and occupancy of the portions of the Property not damaged or destroyed and available for use and
possession by the City. Such abatement shall continue for the period commencing with such damage or
destruction and ending with the substantial completion of the work of repair or reconstruction or the date
when the remaining portion of the Property is available for use and possession by the City. In the event of
any such damage, destruction or non-completion, the Lease Agreement shall continue in full force and
effect and the City waives any right to terminate the Lease Agreement by virtue of any such damage,
destruction or non-completion. There shall be no abatement of the Lease Payments to the extent that
moneys derived from any person as a result of such damage or destruction are available to pay the
amount which would otherwise be abated or if there is any money available in the Revenue Fund or the
Reserve Account to pay the amount which would otherwise be abated.

Abatement Due to Eminent Domain. If all of the Property shall be taken permanently under the
power of eminent domain or sold to a government threatening to exercise the power of eminent domain,
the Term of the Lease Agreement shall cease with respect to the Property as of the day possession shall be
so taken. If less than all of the Property shall be taken permanently, or if all of the Property or any part
thereof shall be taken temporarily under the power of eminent domain, (a) the Lease Agreement shall
continue in full force and effect and shall not be terminated by virtue of such taking and the parties waive
the benefit of any law to the contrary, and (b) there shall be a partial abatement of Lease Payments in an
amount to be agreed upon by the City and the Authority such that the resulting Lease Payments for the
Property represent fair consideration for the use and occupancy of the remaining usable portion of the
Property.

Rights of Access

The City agrees that the Authority and any Authorized Representative of the Authority, and the
Authority’s successors or assigns, shall have the right at all reasonable times to enter upon and to
examine and inspect the Property. The City further agrees that the Authority, any Authorized
Representative of the Authority, and the Authority’s successors or assigns, shall have such rights of
access to the Property as may be reasonably necessary to cause the proper maintenance of the Property in
the event of failure by the City to perform its obligations under the Lease Agreement; provided, however,
that the Authority’s assigns shall not be required to cause such proper maintenance.

Release and Indemnification Covenants

The City shall and agrees to indemnify and save the Authority, the Trustee and their respective
officers, agents, successors and assigns, harmless from and against all claims, losses and damages,
including legal fees and expenses, arising out of (a) the use, maintenance, condition or management of, or
from any work or thing done on the Property by the City, (b) any breach or default on the part of the City
in the performance of any of its obligations under the Lease Agreement, (c) any act or negligence of the
City or of any of its agents, contractors, servants, employees or licensees with respect to the Property, (d)
any act or negligence of any lessee of the City with respect to the Property, or {e) the performance by the
Trustee of its duties under the Lease Agreement or under the Indenture. No indemnification is made
under the Lease Agreement for willful misconduct or negligence under the Lease Agreement by the
Authority, the Trustee or any of their respective officers or employees. The indemnification under the
Lease Agreement shall survive removal or resignation of the Trustee, termination of the Lease Agreement
or discharge of the Bonds.
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Assignment by the Authority

Certain rights of the Authority under the Lease Agreement, including the right to receive and
enforce payment of the Lease Payments to be made by the City under the Lease Agreement, have been
pledged and assigned to the Trustee for the benefit of the Owners of the Bonds pursuant to the Indenture,
to which pledge and assignment the City consents. The assignment of this Agreement to the Trustee is
solely in its capacity as Trustee under the Indenture and the duties, powers and liabilities of the Trustee
in acting under the Lease Agreement shall be subject to the provisions of the Indenture, including,
without limitation, the provisions of the Lease Agreement.

Assignment and Subleasing by the City

The Lease Agreement may not be assigned by the City. The City may sublease the Project or any
portion thereof, subject to, and delivery to the Authority of a certificate as to, all of the following
conditions:

(a) The Lease Agreement and the obligation of the City to make Lease Payments under the Lease
Agreement shall remain obligations of the City;

(b) The City shall, within thirty (30) days after the delivery thereof, furnish or cause to be
furnished to the Authority and the Trustee a true and complete copy of such sublease;

{c) No such sublease by the City shall cause the Project to be used for a purpose other than as
may be authorized under the provisions of the laws of the State; and

(d) The City shall furnish the Authority and the Trustee with a written opinion of Bond Counsel,
stating that such sublease is permitted by the Lease Agreement and the Indenture, and will not cause the
interest on the Bonds to become included in gross income for federal income tax purposes.

Amendment of Lease

Substitution of Site. The City shall have, and is granted, the option at any time and from time to
time during the Term of the Lease Agreement to substitute other land (a “Substitute Site”) for the Site (the
“Former Site”), or a portion thereof, provided that the City shall satisfy all of the following requirements
which are declared to be conditions precedent to such substitution:

(a) The City shall file with the Authority and the Trustee an amendment to the Site and Facility
Lease which adds thereto a description of such Substitute Site and deletes therefrom the description of
the Former Site;

(b) The City shall file with the Authority and the Trustee an amendment to the Lease Agreement
which adds thereto a description of such Substitute Site and deletes therefrom the description of the
Former Site;

(c) The City shall certify in writing to the Authority and the Trustee that such Substitute Site
serves the purposes of the City, constitutes property that is unencumbered (or the portion of such
property to be to substituted is unencumbered), subject to Permitted Encumbrances, and constitutes
property which the City is permitted to lease under the laws of the State;

(d) The City delivers to the Trustee and the Authority evidence that the Substitute Site (or the
portions to be to substituted) is of equal or greater value than the Site (or the portions thereof) to be to
substituted;

(e) The City shall certify the Substitute Site shall not cause the City to violate any of its covenants,
representations and warranties made in the Lease Agreement;
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(f) The City shall obtain an amendment to the title insurance policy required pursuant to the
Lease Agreement which adds thereto a description of the Substitute Site and deletes therefrom the
description of the Former Site;

(g) The City shall certify that the Substitute Site is of the same or greater essentiality to the City as
was the Former Site;

(h) The City shall certify that the Substitute Site has a useful life equal to or longer than the
remaining term of the Bonds; and

(i) The City shall provide notice of such substitution to any rating agency then rating the Bonds.

So long as the requirements set forth above are satisfied, any such substitution may be
accomplished administratively and shall not require separate approval by the City Council.

Substitution of Facility. The City shall have, and is granted, the option at any time and from time to
time during the Term of the Lease Agreement to substitute a substitute facility or substitute facilities (a
“Substitute Facility”) for the Facility (the “Former Facility”), or a portion thereof, provided that the City
shall satisfy all of the following requirements which are declared to be conditions precedent to such
substitution:

(a) The City shall file with the Authority and the Trustee an amendment to the Site and Facility
Lcase which adds thereto a description of such Substitute Facility and deletes therefrom the description
of the Former Facility, if applicable;

(b) The City shall file with the Authority and the Trustee an amendment to the Lease Agreement
which adds thereto a description of such Substitute Facility and deletes therefrom the description of the
Former Facility;

(c) The City shall certify in writing to the Authority and the Trustee that such Substitute Facility
serve the purposes of the City, constitutes property that is unencumbered (or the portion of such property
to be to substituted is unencumbered), subject to Permitted Encumbrances, and constitutes property
which the City is permitted to lease under the laws of the State;

(d) The City delivers to the Trustee and the Authority evidence that the Substitute Facility (or the
portions to be to substituted) is of equal or greater value than the property (or the portions thereof) to be
to substituted;

(e) The City shall certify the Substitute Facility shall not cause the City to violate any of its
covenants, representations and warranties made in the Lease Agreement;

(f) The City shall certify that the Substitute Facility is of the same or greater essentiality to the
City as was the Former Facility;

(g) The City shall certify that the Substitute Facility has a useful life equal to or longer than the
remaijning term of the Bonds; and

(h) The City shall provide notice of such substitution o any rating agency then rating the Bonds.

So long as the requirements set forth above are satisfied, any such substitution may be
accomplished administratively and shall not require separate approval by the City Council.

Release of Site. The City shall have, and is granted, the option at any time and from time to time
during the Term of the Lease Agreement to release any portion of the Site, provided that the City shall
satisfy all of the following requirements which are declared to be conditions precedent to such release:

(a) The City shall file with the Authority and the Trustee to the Site and Facility Lease which
describes the Site, as revised by such release;
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(b) The City shall file with the Authority and the Trustee an amendment to the Lease Agreement
which describes the Site, as revised by such release;

(c) The City delivers to the Trustee and the Authority evidence that the Site, as revised by such
release, together with the Facility, has a total value at least equal to 1.1 times the principal amount of the
Bonds then outstanding;

(d) The City shall obtain an amendment to the title insurance policy required pursuant to the
Lease Agreement which describes the Site, as revised by such release; and

(e) The City shall provide notice of such release to any rating agency then rating the Bonds.

So long as the requirements set forth above arc satisfied, any such release may be accomplished
administratively and shall not require separate approval by the City Council.

Release of Facility. The City shall have, and is granted, the option at any time and from time to
time during the Term of the Lease Agreement to release any portion of the Facility provided that the City
shall satisfy all of the following requirements which are declared to be conditions precedent to such
release:

(a) The City shall file with the Authority and the Trustee an amendment to the Site and Facility
Lease which describes the Facility, as revised by such release;

(b) The City shall file with the Authority and the Trustee an amendment to the Lease Agreement
which describes the Facility, as revised by such release;

(c) The City delivers to the Trustee and the Authority evidence that the Facility, as revised by
such release, together with the Site, has a total value at least equal to 1.1 times the principal amount of the
Bonds then outstanding; and

(d) The City shall provide notice of such release to any rating agency then rating the Bonds.

So long as the requirements set forth above are satisfied, any such release may be accomplished
administratively and shall not require separate approval by the City Council.

Generally. The Authority and the City may at any time amend or modify any of the provisions of
the Lease Agreement, but only

(a) with the prior written consents of the Owners of a majority in aggregate principal amount of
the Outstanding Bonds, or

(b) without the consent of any of the Bond Owners, but only if such amendment or modification
is for any one or more of the following purposes:

(i) to add to the covenants and agreements of the City contained in the Lease Agreement,
other covenants and agreements thereafter to be observed, or to limit or surrender any rights or
power reserved to or conferred upon the City in the Lease Agreement;

(ii) to make such provisions for the purpose of curing any ambiguity, or of curing,
correcting or supplementing any defective provision contained in the Lease Agreement, or in any
other respect whatsoever as the Authority and the City may deem necessary or desirable,
provided that, in the opinion of Bond Counsel, such modifications or amendments will not
materially adversely affect the interests of the Owners of the Bonds; or

(iii) to amend any provision thereof relating to the Tax Code, to any extent whatsoever

but only if and to the extent such amendment will not adversely affect the exclusion from gross
income of interest on the Bonds under the Code, in the opinion of Bond Counsel.
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Events of Default Defined
The following shall be “Events of Default” under the Lease Agreement:

(a) Failure by the City to pay any Lease Payment required to be paid under the Lease Agreement
at the time specified in the Lease Agreement.

(b) Failure by the City to make any Additional Payment required under the Lease Agreement and
the continuation of such failure for a period of thirty (30) days.

(c) Failure by the City to observe and perform any covenant, condition or agreement on its part to
be observed or pertormed, other than as referred to in the preceding clauses (a) or (b), for a period of
sixty (60) days after written notice specifying such failure and requesting that it be remedied has been
given to the City by the Authority or the Trustee; provided, however, that if in the reasonable opinion of the
City the failure stated in the notice can be corrected, but not within such sixty (60) day period, such
failure shall not constitute an Event of Default if the City shall commence to cure such failure within such
sixty (60) day period and thereafter diligently and in good faith shall cure such failure in a reasonable
period of time.

(d) The filing by the City of a voluntary petition in bankruptcy, or failure by the City promptly to
lift any execution, garnishment or attachment, or adjudication of the City as a bankrupt, or assignment by
the City for the benefit of creditors, or the entry by the City into an agreement of composition with
creditors, or the approval by a court of competent jurisdiction of a petition applicable to the City in any
proceedings instituted under the provisions of applicable federal bankruptcy law, or under any similar
acts which may hereafter be enacted.

Remedies on Default

Whenever any Event of Default referred to in the Lease Agreement shall have happened and be
continuing, it shall be lawful for the Authority to exercise any and all remedies available pursuant to law
or granted pursuant to the Lease Agreement; provided, however, that notwithstanding anything to the
contrary in the Lease Agreement or in the Indenture, there shall be no right under any circumstances to
accelerate the Lease Payments or otherwise declare any Lease Payments not then in default to be
immediately due and payable or to terminate the Lease Agreement or to cause the fee interest or the
leasehold interest of the City in the Project to be sold, assigned or otherwise alienated. Each and every
covenant thereof to be kept and performed by the City is expressly made a condition and, upon the
breach thereof, the Authority may exercise any and all rights of entry and re-entry upon the Project. The
City irrevocably consents to the Authority’s repossession of the Project if such an Event of Default shall
occur and consents to the Authority’s re-letting of the Project for the account of the City. In the event of
such default and notwithstanding any re-entry by the Authority, the City shall, expressly provided in the
Lease Agreement, continue to remain liable for the payment of the Lease Payments and/or damages for
breach of the Lease Agreement and the performance of all conditions contained in the Lease Agreement
and, in any event, such rent and/or damages shall be payable to the Authority at the time and in the
manner as provided in the Lease Agreement, to wit:

(a) The City agrees to and shall remain liable for the payment of all Lease Payments and the
performance of all conditions contained in the Lease Agreement and shall reimburse the Authority for
any deficiency arising out of the re-leasing of the Project, or, in the event the Authority is unable to re-
lease the Project, then for the full amount of all Lease Payments to the end of the Term of the Lease
Agreement, but said Lease Payments and/or deficiency shall be payable only at the same time and in the
same manner as provided in the Lease Agreement for the payment of Lease Payments under the Lease
Agreement, notwithstanding such entry or re-entry by the Authority or any suit in unlawful detainer, or
otherwise, brought by the Authority for the purpose of effecting such re-entry or obtaining possession of
the Project or the exercise of any other remedy by the Authority.

(b) The City irrevocably appoints the Authority as the agent and attorney-in-fact of the City to
enter upon and re-lease the Project in the event of default by the City in the performance of any covenants
contained in the Lease Agreement to be performed by the City and to remove all personal property
whatsoever situated upon the Project to place such property in storage or other suitable place in San
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Joaquin County, for the account of and at the expense of the City, and the City exempts and agrees to
save harmless the Authority from any costs, loss or damage whatsoever arising or occasioned by any
such entry upon and re-leasing of the Project and the removal and storage of such property by the
Authority or its duly authorized agents in accordance with the provisions contained in the Lease
Agreement.

(¢) The City waives any and all claims for damages caused or which may be caused by the
Authority in re-entering and taking possession of the Project as provided in the Lease Agreement and all
claims for damages that may result from the destruction of or injury to the Project and all claims for
damages to or loss of any property belonging to the City that may be in or upon the Project.

(d) The City agrees that the terms of the Lease Agreement constitute full and sufficient notice of
the right of the Authority to re-lease the Project in the event of such re-entry without effecting a surrender
of the Lease Agreement, and further agrees that no acts of the Authority in effecting such re-leasing shall
constitute a surrender or termination of the Lease Agreement irrespective of the term for which such re-
leasing is made or the terms and conditions of such re-leasing, or otherwise.

Limitation on Remedies

Notwithstanding the foregoing provisions of the Lease Agreement, neither the Authority nor the
Trustee shall exercise any remedies against the Project to the extent such remedies would generate funds
which are not available to satisfy the obligations of the Lease Agreement or the Indenture.

No Remedy Exclusive

No remedy in the Lease Agreement conferred upon or reserved to the Authority is intended to be
exclusive and every such remedy shall be cumulative and shall, except as expressly provided in the Lease
Agreement to the contrary, be in addition to every other remedy given under the Lease Agreement or
now or hereafter existing at law or in equity. No delay or omission to exercise any right or power
accruing upon any default shall impair any such right or power or shall be construed to be a waiver
thereof, but any such right and power may be exercised from time to time and as often as may be deemed
expedient. In order to entitle the Authority to exercise any remedy reserved to it in the Lease Agreement
it shall not be necessary to give any notice, other than such notice as may be required in this the Lease
Agreement or by law. :
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APPENDIX D

FORM OF CONTINUING DISCLOSURE CERTIFICATE

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and

delivered by the City for the benefit of the holders and beneficial owners of the Bonds and in order to
assist the Participating Underwriter in complying with S5.E.C. Rule 15¢2-12(b)(5).

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

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

“Beneficial Owner” shall mean any person which (a) has the power, directly or indirectly, to vote
or consent with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds
through nominees, depositories or other intermediaries), or (b) is treated as the owner of any Bonds for
federal income tax purposes.

“Dissemination Agent” shall mean the City or any successor Dissemination Agent designated in
writing by the City and which has filed with the City a written acceptance of such designation. In the
absence of such a designation, the City shall act as the Dissemination Agent.

“EMMA” or “Electronic Municipal Market Access” means the centralized on-line repository for
documents filed with the MSRB, such as official statements and disclosure information relating to
municipal bonds, notes and other securities as issued by state and local governments.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

“MSRB” means the Municipal Securities Rulemaking Board, which has been designated by the
Securities and Exchange Commission as the sole repository of disclosure information for purposes of the
Rule, or any other repository of disclosure information which may be designated by the Securities and

Exchange Commission as such for purposes of the Rule in the future.

“Participating Underwriter” shall mean the original underwriter of the Bonds, required to comply
with the Rule in connection with offering of the Bonds.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Authority under
the Securities Exchange Act of 1934, as the same may be amended from time to time.

Section 3. Provision of Annual Reports.

(a) Delivery of Annual Report to MSRB. The City shall, or shall cause the Dissemination Agent to,
not later than March 31 of each year (being the last day of the 9th month after the end of the City’s fiscal
year, which ends on June 30), commencing with the report for the 2008-2009 fiscal year, provide to the
Participating Underwriter and to file with EMMA, in a readable PDF or other electronic format as
prescribed by the MSRB, an Annual Report prepared by or on behalf of the City that is consistent with the
requirements of Section 4 of this Disclosure Certificate. The Annual Report may be submitted as a single
document or as separate documents comprising a package, and may cross-reference other information as
provided in Section 4 of this Disclosure Certificate; provided that the audited financial statements of the
City may be submitted separately from the balance of the Annual Report and later than the date required
above for the filing of the Annual Report if they are not available by that date.

(b) Change of Fiscal Year. If the City's fiscal year changes, it shall give notice of such change in the
same manner as for a Listed Event under Section 5(d).
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(c) Delivery of Annual Report to Dissemination Agent. Not later than fifteen (15) Business Days prior
to the date specified in subsection (a) for providing the Annual Report to EMMA, the City shall provide
the Annual Report to the Dissemination Agent (if other than the City). If by such date, the Dissemination
Agent has not received a copy of the Annual Report, the Dissemination Agent shall notify the City.

(d) Report of Non-Compliance. If the City is unable to provide an Annual Report by the date
required in subsection (a), the Dissemination Agent shall send a notice to EMMA in substantially the
form attached as Exhibit A.

(e) Annual Compliance Certification. The Dissemination Agent shall, if the Dissemination Agent is
other than the City, file a report with the City certifying that the Annual Report has been provided
pursuant to this Disclosure Certificate, stating the date it was provided.

Section 4. Content of Annual Reports. The Annual Report shall contain or incorporate by
reference the following:

(a) Audited financial statements of the City for the preceding fiscal year, prepared in accordance
with the laws of the State and including all statements and information prescribed for inclusion therein
by the Controller of the State. If the City’s audited financial statements are not available by the time the
Annual Report is required to be filed pursuant to Section 3(a), the Annual Report shall contain unaudited
financial statements in a format similar to the financial statements contained in the final Official
Statement, and the audited financial statements shall be filed in the same manner as the Annual Report
when they become available.

(b) To the extent not included in the audited final statement of the City, the Annual Report shall
also include operating data with respect to the City for preceding fiscal year, substantially similar to that
provided in the corresponding tables and charts in the official statement for the Bonds, as follows:

(i) A maturity schedule for the outstanding Bonds, and a listing of Bonds redeemed prior
to maturity during the prior Fiscal Year.

(ii) Balance in each of the following funds established pursuant to the Indenture as of the
close of the prior fiscal year:

(A) total deposits in the Revenue Fund for the prior Fiscal Year (with a statement
of the debt service requirement discharged by the Revenue Fund in the prior Fiscal Year);
and

(B) the Reserve Account (with a statement of the current Reserve Requirement
and the name of the guaranteed investment contract provider, if any).

(iii) Table 12—"City of Stockton, Assessed Full Cash Value of all Taxable Property;”
(iv) Table 13—"City of Stockton, Secured Property Tax Levies and Collections;”
(v) Table 14—"City of Stockton, Principal Secured Property Taxpayers;” and
(vi) Table 15—"City of Stockton, Motor Vehicle in Lieu Fees.”
(c) Any or all of the items listed above may be included by specific reference to other documents,
including official statements of debt issues of the City or related public entities, which are available to the
public on the MSRB’s Internet web site or filed with the Securities and Exchange Commission. The City

shall clearly identify each such other document so included by reference.

If the document included by reference is a final official statement, it must be available from
EMMA.

(d) In addition to any of the information expressly required to be provided under paragraph (b)
of this Section 4, the City shall provide such further information, if any, as may be necessary to make the
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specifically required statements, in the light of the circumstances under which they are made, not
misleading.

Section 5. Reporting of Significant Events.

(a) Listed Events. Pursuant to the provisions of this Section 5, the City shall give, or cause to be
given, notice of the occurrence of any of the following events with respect to the Bonds, if material:

(i)  Principal and interest payment delinquencies.

(ii) Non-payment related defaults.

(iii) Unscheduled draws on debt service reserves reflecting financial difficulties.
(iv) Unscheduled draws on credit enhancements reflecting financial difficulties.
(v)  Substitution of credit or liquidity providers, or their failure to perform.

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

(viii) Contingent or unscheduled bond calls.

(ix) Defeasances.

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

(b) Determination of Materiality of Listed Events. Whenever the City obtains knowledge of the
occurrence of a Listed Event, the City shall as soon as possible determine if such event would be material
under applicable federal sccurities laws.

(c) Notice to Dissemination Agent. If the City has determined that knowledge of the occurrence of a
Listed Event would be material under applicable federal securities laws, the City shall promptly notify
the Dissemination Agent (if other than the City) in writing. Such notice shall instruct the Dissemination
Agent to report the occurrence pursuant to subsection (d).

(d) Notice of Listed Events. The City shall file, or cause the Dissemination Agent to file, a notice of
the occurrence of a Listed Event, if material, with EMMA, in a readable PDF or other electronic format as
prescribed by EMMA, with a copy to the Participating Underwriter. Notwithstanding the foregoing,
notice of Listed Events described in subsections (a)(viii) and (ix) (defeasances) need not be given under
this subsection any earlier than the notice (if any) of the underlying event is given to Bondholders of
affected Bonds.

Section 6. Identifying Information for Filings with EMMA. All documents provided to EMMA
under this Disclosure Certificate shall be accompanied by identifying information as prescribed by the
MSRB.

Section 7. Termination of Reporting Obligation. The City’s obligations under this Disclosure
Certificate shall terminate upon the defeasance, prior redemption or payment in full of all of the Bonds. If
such termination occurs prior to the final maturity of the Bonds, the City shall give notice of such
termination in the same manner as for a Listed Event under Section 5.

Section 8. Dissemination Agent.

(a) Appoinitment of Dissemination Agent. The initial Dissemination Agent shall be the City. The City
may, from time to time, appoint or engage a Dissemination Agent to assist it in carrying out its
obligations under this Disclosure Certificate, and may discharge any such agent, with or without
appointing a successor Dissemination Agent. If the Dissemination Agent is not the City, the
Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the City pursuant to this Disclosure Certificate. It is understood and agreed that any
information that the Dissemination Agent may be instructed to file with EMMA shall be prepared and
provided to it by the City. The Dissemination Agent has undertaken no responsibility with respect to any
reports, notices or disclosures provided to it under this Continuing Disclosure Certificate, and has no
liability to any person, including any Owner, with respect to any such reports, notices or disclosures. The
fact that the Dissemination Agent or any affiliate thereof may have any fiduciary or banking relationship
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with the City shall not be construed to mean that the Dissemination Agent has actual knowledge of any
event or condition except as may be provided by written notice from the City.

(b) Compensation of Dissemination Agent. The Dissemination Agent shall be paid compensation by
the City for its services provided hereunder in accordance with its schedule of fees as agreed to between
the Dissemination Agent and the City from time to time and all expenses, legal fees and advances made
or incurred by the Dissemination Agent in the performance of its duties hereunder. The Dissemination
Agent shall not be deemed to be acting in any fiduciary capacity for the City, Holders or Beneficial
Owners, or any other party. The Dissemination Agent may rely and shall be protected in acting or
refraining from acting upon any direction from the City or an opinion of nationally recognized bond
counsel. The Dissemination Agent may at any time resign by giving written notice of such resignation to
the City.

Section 9. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the City may amend this Disclosure Certificate (and the Dissemination Agent shall agree to
any amendment so requested by the City that does not impose any greater duties or risk of liability on the
Dissemination Agent), and any provision of this Disclosure Certificate may be waived, provided that the
following conditions are satisfied:

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

(b) Compliance as of Issue Date. The undertaking, as amended or taking into account such waiver,
would, in the opinion of a nationally recognized bond counsel, have complied with the requirements of
the Rule at the time of the original issuance of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

(c) Consent of Holders; Non-impairment Opinion. The amendment or waiver either (i) is approved by
the Bondholders in the same manner as provided in the Indenture for amendments to the Indenture with
the consent of Bondholders, or (ii) does not, in the opinion of nationally recognized bond counsel
provided to the Dissemination Agent, materially impair the interests of the Bondholders or Beneficial
Owners.

If this Disclosure Certificate is amended or any provision of this Disclosure Certificate is waived,
the City shall describe such amendment or waiver in the next following Annual Report and shall include,
as applicable, a narrative explanation of the reason for the amendment or waiver and its impact on the
type (or in the case of a change of accounting principles, on the presentation) of financial information or
operating data being presented by the City. In addition, if the amendment relates to the accounting
principles to be followed in preparing financial statements, (i) notice of such change shall be given in the
same manner as for a Listed Event under Section 5(d), and (ii) the Annual Report for the year in which
the change is made should present a comparison (in narrative form and also, if feasible, in quantitative
form) between the financial statements as prepared on the basis of the new accounting principles and
those prepared on the basis of the former accounting principles.

Section 10. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the City from disseminating any other information, using the means of dissemination set forth in
this Disclosure Certificate or any other means of communication, or including any other information in
any Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this
Disclosure Certificate. If the City chooses to include any information in any Annual Report or notice of
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure
Certificate, the City shall have no obligation under this Disclosure Certificate to update such information
or include it in any future Annual Report or notice of occurrence of a Listed Event.

Section 11. Default. In the event of a failure of the City to comply with any provision of this
Disclosure Certificate, any Bondholder or Beneficial Owner may take such actions as may be necessary
and appropriate, including seeking mandate or specific performance by court order, to cause the City to
comply with its obligations under this Disclosure Certificate. The sole remedy under this Disclosure
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Certificate in the event of any failure of the City to comply with this Disclosure Certificate shall be an
action to compel performance.

Section 12. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination Agent

shall have only such duties as are specifically set forth in this Disclosure Certificate, and the City agrees to
indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless
against any loss, expense and liabilities which it may incur arising out of or in the exercise or
performance of its powers and duties hereunder, including the costs and expenses (including attorneys
fees and expenses) of defending against any claim of liability, but excluding liabilities due to the
Dissemination Agent’s negligence or willful misconduct. The obligations of the City under this Section
shall survive resignation or removal of the Dissemination Agent and payment of the Bonds.

Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the City,
the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time
to time of the Bonds, and shall create no rights in any other person or entity.

Date: [Closing Date]

CITY OF STOCKTON
By
Mark Moses
Chief Financial Officer
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EXHIBIT A
NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD AND EACH STATE REPOSITORY
OF FAILURE TO FILE ANNUAL REPORT
Name of Issuer: Stockton Public Financing Authority

Name of Issue: $35,080,000 Stockton Public Financing Authority Lease Revenue Bonds, 2009
Series A (Capital Improvement Projects)

Date of Issuance: [Closing Date)

NOTICE IS HEREBY GIVEN that the of City of Stockton (the “City”)has not provided an Annual
Report with respect to the above-named Bonds as required by the Continuing Disclosure Certificate
dated [Closing Date], furnished by the City in connection with the above-named Issue. The City
anticipates that the Annual Report will be filed by .

Dated:
CITY OF STOCKTON, as Dissemination Agent
By
Name
Title
cc: Trustee
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APPENDIX E

PROPOSED FORM OF BOND COUNSEL OPINION

[Letterhead of Quint & Thimmig LLP]

[Closing Date]

Stockton Public Financing Authority
425 North El Dorado Street
Stockton, California 95202

OPINION: $35,080,000 Stockton Public Financing Authority Lease Revenue Bonds, 2009
Series A (Capital Improvement Projects)

Members of the Authority:

We have acted as bond counsel in connection with the delivery by the Stockton Public Financing
Authority (the “Authority”) of $35,080,000 aggregate principal amount of the bonds of the Authority
designated the “Stockton Public Financing Authority Lease Revenue Bonds, 2009 Series A (Capital
Improvement Projects)” (the “Bonds”), 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 “Law”), and pursuant
to an indenture of trust, dated as of September 1, 2009 (the “Indenture”), by and between the Authority
and Wells Fargo Bank, National Association, as trustee, and a resolution of the Authority adopted on
August 26, 2008. The Bonds are secured by Revenues (as defined in the Indenture), including certain
payments made by the City of Stockton (the “City”) under a lease agreement, dated as of September 1,
2009 (the “Lease Agreement”), by and between the Authority and the City. We have examined the Law
and such certified proceedings and other papers as we deem necessary to render this opinion.

As to questions of fact material to our opinion, we have relied upon representations of the
Authority and the City contained in the Indenture and Lease Agreement, as applicable, and in the
certified proceedings, and upon other certifications furnished to us, without undertaking to verify the
same by independent investigation.

Based upon our examination we are of the opinion, under existing law, that:

1. The Authority is a duly constituted redevelopment agency under the laws of the State of
California with power to enter into the Indenture, to perform the agreements on its part contained therein
and to issue the Bonds.

2. The Bonds constitute legal, valid and binding special obligations of the Authority enforceable
in accordance with their terms and payable solely from the sources provided therefor in the Indenture.

3. The Indenture has been duly approved by the Authority and constitutes a legal, valid and
binding obligation of the Authority enforceable against the Authority in accordance with its terms.

4. The Indenture establishes a valid first and exclusive lien on and pledge of the Revenues (as
such term is defined in the Indenture) and other funds pledged thereby for the security of the Bonds, in
accordance with the terms of the Indenture.

5. Subject to the Authority’s and the City’s compliance with certain covenants, interest on the
Bonds (i) is excludable from gross income of the owners thereof for federal income tax purposes, (ii) is not
included as an item of tax preference in computing the alternative minimum tax for individuals and
corporations under the Internal Revenue Code of 1986, as amended (the “Code”), and (iii) interest on the
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Bonds is not taken into account in computing adjusted current earnings, which is used as an adjustment
in determining the federal alternative minimum tax for certain corporations. Failure to comply with
certain of such covenants could cause interest on the Bonds to be includable in gross income for federal
income tax purposes retroactively to the date of issuance of the Bonds.

6. Inferest on the Bonds is exempt from personal income taxation imposed by the State of
California.

Ownership of the Bonds may result in other tax consequences to certain taxpayers, and we
express no opinion regarding any such collateral consequences arising with respect to the Bonds.

The rights of the owners of the Bonds and the enforceability of the Bonds, the Indenture and the
Lease Agreement may be subject to bankruptcy, insolvency, reorganization, moratorium and other
similar laws affecting creditors’ rights heretofore or hereafter enacted and also may be subject to the
exercise of judicial discretion in accordance with general principles of equity.

In rendering this opinion, we have relied upon certifications of the Authority, the City and others
with respect to certain material facts. Our opinion represents our legal judgment based upon such review
of the law and the facts that we deem relevant to render our opinion and is not a guarantee of a result.
This opinion is given as of the date hereof and we assume no obligation to revise or supplement this
opinion to reflect any facts or circumstances that may hereafter come to our attention or any changes in
law that may hereafter occur.

Respectfully submitted,

Appendix E
Page 2

CTY206668



Case 12-32118 Filed 04/01/14 Doc 1328

APPENDIX F

DTC AND THE BOOK-ENTRY ONLY SYSTEM

The following description of the procedures and record keeping with respect to beneficial ownership
interests in the 2009 Bonds, payment of principal, redemption premium, if any, and interest with respect to
the 2009 Bonds to DTC, its Participants or Beneficial Owners, confirmation and transfers of beneficial
ownership interests in the 2009 Bonds and other related transactions by and between DTC, its Participants
and the Beneficial Owners is based solely on the understanding of the Authority of such procedures and
record keeping from information provided by DTC. Accordingly, no representations can be made
concerning these matters and neither DTC, its Participants nor the Beneficial Owners should rely on the
Joregoing information with respeci 1o such maiters, but should instead confirm the same with DIC or its
Participants, as the case may be. The City, the Authority, the Trustee and the Underwriter understand that
the current “Rules” applicable to DTC are on file with the Securities and Exchange Commission and that the
current “Procedures” of DTC to be followed in dealing with Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
2009 Bonds. The 2009 Bonds will be issued as fully-registered securities registered in the name of Cede &
Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully-registered 2009 Bond certificate will be issued for each maturity of the 2009 Bonds, each in
the aggregate principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member
of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform
Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the
Securities Exchange Act of 1934, DTC holds and provides asset servicing for over 3.5 million issues of U.S.
and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from over
100 countries) that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates the
post-trade settlement among Direct Participants of sales and other securities transactions in deposited
securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants
include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations,
and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation
and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTTC is owned by
users of its regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and
non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear through
or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its
Participants are on file with the Securities and Exchange Commission. More information about DTC can be
found at www.dtcc.com and www.dtc.org.

Purchases of the 2009 Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the 2009 Bonds on DTC’s records. The ownership interest of each actual
purchaser of each 2009 Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants® records. Beneficial Owners will not receive written confirmation from DTC of their purchase.
Beneficial Owners are, however, expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through
which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the 2009 Bonds
are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of

F-1

CTY206669



Case 12-32118 Filed 04/01/14 Doc 1328

Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in
the 2009 Bonds, except in the event that use of the book-entry system for the 2009 Bonds is discontinued.

To facilitate subsequent transfers, all 2009 Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested
by an authorized representative of DTC. The deposit of the 2009 Bonds with DTC and their registration in the
name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has
no knowledge of the actual Beneficial Owners of the 2009 Bonds; DTC’s records reflect only the identity of
the Direct Participants to whose accounts such 2009 Bonds are credited, which may or may not be the
Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account of their
holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be
in effect from time to time. Beneficial Owners of the 2009 Bonds may wish to take certain steps to augment
the transmission to them of notices of significant events with respect to the 2009 Bonds, such as redemptions,
tenders, defaults, and proposed amendments to the Trust Agreement. For example, Beneficial Owners of the
2009 Bonds may wish to ascertain that the nominee holding the 2009 Bonds for their benefit has agreed to
obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide
their names and addresses to the registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC, if less than all of the 2009 Bonds within a maturity are
being redeemed. DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
each issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the
2009 Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts the 2009 Bonds are credited on the record date (identified in a listing attached to the Omnibus
Proxy).

Payments of principal of, premium, if any, and interest on the 2009 Bonds will be made to Cede
& Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants” accounts upon DTC’s receipt of funds and corresponding detail
information from the City, the Authority or the Trustee, on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC, the Trustee, the City or the Authority, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payments of principal of, premium, if any, and
interest on the 2009 Bonds by Cede & Co (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the City, the Authority or the Trustee, disbursement of
such payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the 2009 Bonds at any time
by giving reasonable notice to the City, the Authority or the Trustee. Under such circumstances, in the event
that a successor depository is not obtained, 2009 Bond certificates are required to be printed and delivered.
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The Authority may decide to discontinue use of the system of book-entry transfers through DTC (or
a successor securities depository). In that event, 2009 Bond certificates will be printed and delivered.

The foregoing information concerning DTC and DTC’s book-entry system has been provided by
DTC, and neither the Authority nor the Trustee takes any responsibility for the accuracy thereof.

NEITHER THE AUTHORITY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY
OR OBLIGATION TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL
OWNERS WITH RESPECT TO THE PAYMENTS OR THE PROVIDING OF NOTICE TO DTC
PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE SELECTION
OF BONDS FOR REDEMPTION.

Neither the Authority nor the Trustee can give any assurances that DTC, DTC Participants,
Indirect Participants or others will distribute payments of principal of, premium, if any, and interest on the
2009 Bonds paid to DTC or its nominee, as the registered Owner, or any redemption or other notice, to
the Beneficial Owners or that they will do so on a timely basis or that DTC will serve and act in a manner
described in this Official Statement.

In the event that the book-entry system is discontinued as described above, the requirements of
the Trust Agreement will apply.

The City, the Authority and the Trustee cannot and do not give any assurances that DTC, the
Participants or others will distribute payments of principal, interest or premium, if any, evidenced by the
2009 Bonds paid to DTC or its nominee as the registered owner, or will distribute any redemption notices
or other notices, to the Beneficial Owners, or that they will do so on a timely basis or will serve and act in
the manner described in this Official Statement. Neither the Authority nor the Trustee are responsible or
liable for the failure of DTC or any Participant to make any payment or give any notice to a Beneficial
Owner with respect to the 2009 Bonds or an error or delay relating thereto.
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