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to be included in transcripts 
relating to the above-mentioned Bonds (the "Series 2008 Bonds") 

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

*City of Modesto ("City") 

Modesto Public Financing Authority ("Authority") 

Redevelopment Agency of the City of Modesto ("Redevelopment Agency") 

City-County Capital Improvements and Financing Agency ("Financing Agency") 

Banc of America Securities LLC ("Underwriter", " U W  or "Remarketing Agent") 

The Bank of New York Mellon Trust Company, N.A. ("Trustee", "1998 Escrow Agent" and 
"2007 Escrow Agent") 

*City Attorney ("Authority Counsel," "City Attorney," "Redevelopment Agency Counsel" and 
"Financing Agency Counsel") 

Jensen Law Office ("Trustee Counsel") 

*Sidley Austin LLP ("Bond Counsel" or "BC") - 
Stradling Yocca Carlson & Rauth ("Disclosure Counsel" or "DC") 

Orrick Herrington & Sutcliffe LLP ("Underwriter's Counsel" or "UC") 

Bank of America N.A. ("Swap Provider," "Swap Counterparty," "Credit Facility Provider" and 
"Bank") (2 CD's) 

Kathleen C. Johnson ("Bank Counsel") 

Public Financial Management ("Financial Advisor") 

Grant Thornton LLP ("Verification Agent") 

* We will be preparing transcripts on CD-ROM for all parties. In addition to CD-ROM copies, parties indicated above with 
an asterisk (*) will be receiving one paper copy of the transcript. 
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The pre-closing will be held on Tuesday, Wednesday, August 27, 2008 at 1 :00 p.m. (Pacific 
Daylight Time) at the offices of Sidley Austin LLP, 555 California Street, 20th Floor, San Francisco, 
California 94104 (the "Pre-closing") to confirm that all documents and papers are on hand, in proper 
form and properly executed. 

The parties indicated below will deliver five (5) originals of each of the respective documents 
so indicated below. The documents will be executed in advance of the Closing (defined below) by 
the respective parties thereto and delivered no later than the Pre-closing. All of such deliveries will 
be deemed to have been placed in escrow until final delivery at the Closing has been made. 

Responsibility for preparing or assembling the documents is indicated in parentheticals. 

Closing 

In connection with the execution and delivery of the Series 2008 Bonds, a closing will be 
held at the offices of Sidley Austin LLP on Thursday, August 28,2008, at 8:00 a.m. 
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DOCUMENTS AND INSTRUMENTS 

The following documents and instruments are to be delivered to the appropriate party or 
parties at the Closing or prior to delivery of and payment for the Series 2008 Bonds by the 
Underwriter. 

Index 
Number 

I. LEGAL DOCUMENTS 

A. Executed counterparts of the INDENTURE, dated as of August 1, 2008, by 1 
and between the Authority and the Trustee. (BC) 

B. Executed counterparts of the LEASE AGREEMENT, dated as of August 1, 2 
2008, by and between the Authority and the City. (BC) 

C. Executed counterparts of the FACILITIES LEASE (Police Facilities and 3 
Miscellaneous Facilities), by and between the City and the Authority. (BC) 

D. Executed counterparts of the FACILITIES LEASE (Parking Garage), by and 4 
between the Redevelopment Agency and the Authority. (BC) 

E. Executed counterparts of the FACILITIES LEASE (Communications 5 
Dispatch Center), by and between the City and the Authority. (BC) 

F. Executed counterparts of the FACILITIES LEASE (City-County 6 
Administration Building), by and between the Financing Agency and the 
Authority. (BC) 

G. TAX CERTIFICATE for the Series 2008 Bonds, together with exhibits 7 
thereto, including 8038-G, pursuant to Section 8(f)(25) of the Purchase 
Contract. (BC) 

H. LETTER OF CREDIT. (Bank Counsel) 8 

I. REIMBURSEMENT AGREEMENT, between the City, Authority and Credit 9 
Facility Provider. (Bank Counsel) 

(ii) 







Index 
Number 

I. DIRECTION OF THE AUTHORITY to 2007 Trustee. (BC) 32 

V. DOCUMENTS RELATING TO THE CITY 

A. Certified copy of Resolution No. 2008-453 of the City Council of the City, 3 3 
adopted August 6, 2008, entitled "A RESOLUTION OF THE CITY 
COUNCIL OF THE CITY OF MODEST0 APPROVING AND 
AUTHORIZING THE ISSUANCE AND SALE BY THE MODEST0 
PUBLIC FINANCING AUTHORITY OF LEASE REVENUE REFUNDING 
BONDS, SERIES 2008 IN AN AGGREGATE PRINCIPAL AMOUNT NOT 
TO EXCEED $75,000,000; DIRECTING EXECUTION OF CERTAIN 
LEASE FINANCING DOCUMENTS AND CERTAIN RELATED 
DOCUMENTS; APPROV,ING THE FORMS OF AND AUTHORIZING 
THE EXECUTION AND DELIVERY OF A LETTER OF CREDIT AND 
REIMBURSEMENT AGREEMENT, AND A BOND PURCHASE 
CONTRACT, AND A SWAP AGREEMENT; APPROVING THE FORM 
OF AND AUTHORIZING THE DISTRIBUTION OF AN OFFICIAL 
STATEMENT; AND APPROVING CERTAIN OTHER RELATED 
ACTIONS." (BC) 

B. CLOSING, SIGNATURE and INCUMBENCY CERTIFICATE of the City, 3 4 
pursuant to Section 8(f)(12) of the Purchase Contract. (BC) 

C. 2008 TITLE INSURANCE POLICY. (City) 3 5 

D. CERTIFICATE of the Risk Manager. (BC) 36 

VI. DOCUMENTS RELATING TO THE REDEVELOPMENT AGENCY 

A. Certified copy of Resolution No. 14-2008 of the Redevelopment Agency of 37 
the City of Modesto, adopted August 6,2008, entitled "A RESOLUTION OF 
THE REDEVELOPMENT AGENCY OF THE CITY OF MODEST0 
AUTHORIZING THE EXECUTION AND DELIVERY OF A loTH STREET 
GARAGE FACILITIES LEASE AND AUTHORIZING AND APPROVING 
SUCH OTHER DOCUMENTS AND THE TAKING OF ALL NECESSARY 
ACTION IN CONNECTION THEREWITH." (BC) 

B. FIRST AMENDMENT to Reimbursement Agreement, between the City and 3 8 
the Redevelopment Agency. (BC) 

C. CLOSING, SIGNATURE and INCUMBENCY CERTIFICATE of the 39 
Redevelopment Agency, pursuant to Section 8(f)(l4) of the Purchase 
Contract. (BC) 



Index 
Number 

VII. DOCUMENTS RELATING TO THE FINANCING AGENCY 

A. Certified copy of Resolution No. 2008-01 of the City-County Capital 
Improvements Financing Agency, adopted August 5, 2008, entitled A 
RESOLUTION OF THE CITY-COUNTY CAPITAL IMPROVEMENTS 
AND FINANCING AGENCY AUTHORIZING THE EXECUTION AND 
DELIVERY OF AN ADMINISTRATION BUILDING FACILITIES LEASE 
AND AUTHORIZING AND APPROVING SUCH OTHER DOCUMENTS 
AND THE TAKING OF ALL NECESSARY ACTION IN CONNECTION 
THEREWITH." (BC) 

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

C. CERTIFICATE OF THE SECRETARY of the City-County Capital 
Improvements and Financing Agency, pursuant to Section 8(f)(15) of the 
Purchase Contract. (BC) 

VIII. DOCUMENTS RELATING TO THE TRUSTEE, 1998 ESCROW 
AGENT AND 2007 ESCROW AGENT 

A. CERTIFICATE of the Trustee, 1998 and 2007 Escrow Agent, pursuant to 
Sections 8(f)(21) and 8(f)(23) of the Purchase Contract. (BC) 

B. CERTIFICATE OF RELEASE AND SATISFACTION of 1998 Trustee. 
(BC) 

C. CERTIFICATE OF RELEASE AND SATISFACTION of 2007 Trustee. 
(BC) 

IX. OPINIONS 

A. FINAL OPINION of Bond Counsel, pursuant to Section 8(f)(5) of the 
Purchase Contract. (BC) 

B. SUPPLEMENTAL OPINION and RELIANCE LETTER of Bond Counsel, 
pursuant to Sections 8(f)(6) and 8(f)(5) of the Purchase Contract. (BC) 

C. DEFEASANCE OPINION relating to the 1998 and 2007 Bonds, pprsuant to 
Section 8(f)(7) of the Purchase Contract. (BC) 

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



Index 
Number 

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

OPINION OF REDEVELOPMENT AGENCY COUNSEL, pursuant to 
Section 8(f)(10) of the Purchase Contract. (City Attorney) 

OPINION OF FINANCING AGENCY COUNSEL, pursuant to 
Section 8(f)(l1) of the Purchase Contract. (City Attorney) 

OPINION OF BANK COUNSEL, pursuant to Section 8(f)(18) of the 
Purchase Contract. (Bank Counsel) 

OPINION OF IN-HOUSE BANK COUNSEL, pursuant to Section 8(f)(18) 
of the Purchase Contract. (Bank Counsel) 

OPINION OF DISCLOSURE COUNSEL, pursuant to Section 8(f)(19) of the 
Purchase Contract. (DC) 

OPINION OF TRUSTEE, 1998 and 2007 ESCROW AGENT COUNSEL, 
pursuant to Sections 8(f)(20) and 8(f)(22) of the Purchase Contract. (Trustee 
Counsel) 

DOCUMENTS RELATING TO THE INTEREST RATE SWAP 

Executed counterparts of the amended and restated International Swap 
Dealers Association, Inc. MASTER AGREEMENT (Local Currency-Single 
Jurisdiction) (the "Swap Agreement"), dated as of August 22, 2008, by and 
between Swap Provider and the Authority. (Swap Provider and BC) 

Executed counterparts of the U.S. MUNICIPAL COUNTERPARTY 
SCHEDULE (the "Schedule") to the International Swap Dealers 
Association, Inc. Master Agreement, dated as of August 22, 2008, by and 
between Swap Provider and the Authority. (Swap Provider and BC) 

Executed counterparts of the amended and restated International Swap 
Dealers Association, Inc. CREDIT SUPPORT ANNEX to the Schedule to 
the International Swap Dealers Association, Inc. Master Agreement, dated as 
of August 22, 2008, by' and between Swap Provider and the Authority. 
(Swap Provider and BC) 

Executed counterparts of CONFIRMATION (Ref. # 5 15 13754) of Bank of 
America, N.A. (the "Confirmation"), dated August 22,2008. (Swap Provider 
and BC) 

(vii) 



Index 
Number 

H. 

I. 

XI. 

A. 

SWAP TERMINATION CONFIRMATION and SWAP POLICY 
CANCELLATION AGREEMENT. (Swap Counsel) 

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

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

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

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

RELATED PRIOR FINANCING DOCUMENTS 

MASTER AGREEMENT among the County, City, Joint Powers Agency and 
Redevelopment Agency, approved July 22, 1997. (BC) 

REIMBURSEMENT AGREEMENT, dated as of March 1, 1998, by and 
between the City and the Redevelopment Agency. (BC) 

Certified copy of the FACILITY LEASE, dated as of April 1, 2007, by and 
between the Authority and the City. (BC) 

Certified copy of the SUBLEASE, dated as of April 1,2007, by and between 
the Authority and the City. (BC) 

Certified copy of the LEASEPURCHASE AGREEMENT, dated as of 
March 1, 1998, as amended by Amendment No. 1 to Leasepurchase 
Agreement, dated June 15, 2000, Amendment No. 2 to LeaselPurchase 
Agreement, dated October 15, 2002, and Amendment No. 3 to 
LeaselPurchase Agreement, dated April 18, 2007, each by and between the 
Authority and the City. (BC) 

Certified copy of the SITE LEASE (Parks Project, Police Headquarters 
Building and Miscellaneous Public Properties), dated as of March 1, 1998, as 
amended by Amendment No. 1 to Site Lease, dated October 15, 2002, and 
Amendment No. 2 to Site Lease, dated April 18, 2007, each by and between 
the Authority and the City. (BC) 

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

(viii) 
SF1 1502482 



Index 
Number 

H. Certified copy of the FACILITIES LEASE (Communications Dispatch 7 3 
Center), dated as of March 1, 1998, by and between the Authority and the 
City. (BC) 

I. Certified copy of the FACILITIES LEASE (City-County Administration 74 
Building), dated as of March 1, 1998, by and between the Authority and the 
Financing Agency. (BC) 

J. LEASE TERMINATION ACKNOWLEDGEMENT, dated as of August 1, 75 
2008, among the Authority, the Financing Agency, the Redevelopment 
Agency and the City. (BC) 

XII. DOCUMENTS RELATING TO REDUCTION OF REDEVELOPMENT 
AGENCY'S REIMBURSEMENT OBLIGATION UNDER THE 

XIII. MISCELLANEOUS 

A. DISTRIBUTION LIST. (BC) 

B. CLOSING MEMORANDUM 

C. PRICING INFORMATION. (BC) 
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THIS INDENTURE, made and entered into as of August 1, 2008, by and between the 
MODEST0 PUBLIC FINANCING AUTHORITY, a joint exercise of powers authority duly 
organized and existing under the laws of the State of California (the "Authority"), and THE 
BANK OF NEW YORK MELLON TRUST COMPANY, N.A., a national banking association 
organized and existing under and by virtue of the laws of the United States of America, being 
qualified to accept and administer the trusts hereby created, as trustee (the "Trustee"); 

W I T N E S S E T H :  

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

WHEREAS, Article 4 of Chapter 5 of Division 7 of Title 1 of the Government Code of 
the State of California authorizes and empowers the Authority to issue bonds to assist local 
agencies in financing and refinancing projects and programs consisting of certain public capital 

' 
improvements or working capital or liability and other insurance needs whenever a local agency 
determines that there are significant public benefits from so doing; 

I 

WHEREAS, the Authority previously issued its Lease Revenue Refunding and Capital 
Improvement Bonds, Series 2007 (the "2007 Bonds") and its Lease Revenue Bonds, Series 1998 
(Capital Improvements and Refinancing Project) (the "1998 Bonds" and, together with the 2007 
Bonds, the "Prior Bonds") to assist in the financing of certain public capital improvements in the 
City of Modesto, California (the "City"); 

WHEREAS, the Authority desires to issue its Lease Revenue Refunding Bonds, Series 
2008 (the "Series 2008 Bonds") for the purposes, among others, of refunding all of the Prior 
Bonds and, to that end, the Authority desires to enter into separate escrow agreements related to 
the 1998 Bonds and the 2007 Bonds, respectively, dated August 28, 2008 (the "Escrow 
Agreements"), each by and between the Authority and The Bank of New York Mellon Trust 
Company, N:A. (as successor trustee), as escrow agent thereunder (the "Escrow Agent"); 

WHEREAS, the Authority desires to enter into a Lease Agreement, dated as of August 1, 
2008 (the "Lease Agreement") with the City, which Lease Agreement shall provide for the 
payment by the City of amounts sufficient, together with certain amounts, and with income from 
the investment thereof, held in the funds and accounts established under this Indenture, to enable 
the Authority to pay the principal of and interest on the Series 2008 Bonds and other costs 
,incurred in connection with the 2008 Project; 

WHEREAS, the Series 2008 Bonds, when issued hereunder, will be initially secured by 
an irrevocable direct-pay letter of credit (the "Initial Credit Facility") issued by Bank of 
America, N.A. (the "Initial Credit Facility Provider"); 

WHEREAS, as security for the Series 2008 Bonds, the Authority will assign and pledge 
to the Trustee its rights under the Lease Agreement; 

WHEREAS, in order to provide for the authentication and delivery of the Series 2008 
Bonds and Additional Bonds, if any, issued hereunder, to establish and declare the terms and 



conditions upon which such Bonds are to be issued and secured and to secure the full and timely 
payment of the principal thereof and premium, if any, and interest thereon, the Authority has 
authorized the execution and delivery of this Indenture; 

WHEREAS, in order to manage interest rate risk with respect to the Series 2008 Bonds, 
the Authority and the City have authorized the execution of the Swap Agreement (including the 
schedule thereto), dated August 22, 2008, between the Authority and Bank of America, N.A., 
and pursuant thereto confirmation, dated as of August 22, 2008, between the Authority and Bank 
of America, N.A.; and 

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

GRANTING CLAUSE 

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

ARTICLE I 

DEFINITIONS; CONTENT OF CERTIFICATES AND OPINIONS 

SECTION 1.0 1. Definitions. Unless the context otherwise requires, the terms defined in 
this Section shall, for all purposes of this Indenture and of any indenture supplemental hereto and 
of any certificate, opinion or other document herein mentioned, have the meanings herein 
specified, to be equally applicable to both the singular and plural forms of any of the terms 
herein defined. 



Accreted Value 

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

&t 

"Act" means the Joint Exercise of Powers Act (being Chapter 5 of Division 7 of Title 1 
of the Government Code of the State), as the same is now in effect and as from time to time 
hereafter amended or supplemented. 

Additional Bonds 

"Additional Bonds" means any Bonds issued hereunder pursuant to the provisions of 
Section 3.06 and a Supplemental Indenture. 

Additional Payments 

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

Alternate Credit Facility 

"Alternate Credit Facility" means an irrevocable direct-pay letter of credit for the 
applicable Series of Bonds, issued by a commercial bank or other financial institution providing 
for draws or claims at least equal to the Required Stated Amount for such Series and delivered to 
the Trustee in accordance with Section 4.19 of this Indenture, which replaces the Credit Facility 
then in effect for such Series. 

Alternate Liquidity Facility 

"Alternate Liquidity Facility" means a line of credit, standby bond purchase agreement or 
other security or liquidity instrument, as the case may be, for the applicable Series of Bonds, 
approved by the applicable Bond Insurer, if applicable, and issued in accordance with the terms 
hereof with respect to such Series of Bonds as a replacement or substitute for any Liquidity 
Facility then in effect for such Series. 

Alternate Rate 

"Alternate Rate" means, on any Rate Determination Date, for any Series of Bonds in a 
Daily Mode, a Weekly Mode, a Flexible Rate Mode or a Term Rate Mode, a rate per annum 
equal to (a) the SIFMA Municipal Swap Index (the "SIFMA Rate") most recently available as of 
the date of determination, or (b) if such index is no longer available, or if the SIFMA Rate is no 
longer published, the S&P Weekly High Grade Index (formerly the J.J. Kenny Index), or (c) if 
neither the SIFMA Rate nor the S&P Weekly High Grade Index is published, the index 



determined to equal the prevailing rate determined by the Remarketing Agent for tax-exempt 
state and local government bonds meeting criteria determined in good faith by the Remarketing 
Agent to be comparable under the circumstances to the criteria used by the Securities Industry 
and Financial Markets Association ("SIFMA") to determine the SIFMA Rate just prior to when 
the SIFMA stopped publishing the SIFM,A Rate. If there is no Remarketing Agent for a Series 
of Bonds, if the Remarketing Agent fails to make any such determination or if the Remarketing 
Agent has suspended its remarketing .efforts in accordance with the Remarketing Agreement, 
then the Trustee shall make the determinations required by this definition, or if the Trustee shall 
decline to make such determination, a financial advisor, investment banker or other qualified 
party shall make such determination at the expense of the Authority. 

Authority 

"Authority" means the Modesto Public Financing Authority, a joint exercise of powers 
authority duly organized and existing under and by virtue of the laws of the State. 

Authority Account 

"Authority Account" means the account by that name in the Bond Purchase Fund 
established pursuant to Section 4.17(E). 

Authorized Denominations 

"Authorized Denominations" means, with respect to a Series of Bonds in (i) a Daily 
Mode or Weekly Mode, $100,000 and any integral multiple of $5,000 in excess thereof; (ii) a 
Flexible Mode, $1 00,000 and any integral multiple of $1,000 in excess thereof; and (iii) a Term 
Rate Mode or Fixed Rate Mode, $5,000 and any integral multiple in excess thereof. 

Authorized Officer or Authorized Representative 

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

Automatic Termination Event 

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

Available Amount 

"Available Amount" shall mean the amount available under the Credit Facility to pay the 
principal of and interest on the applicable Series of Bonds or the Purchase Price of such Bonds. 



Available Moneys 

"Available Moneys" means (a) with respect to any date on which a payment is due on 
any Series of Bonds during the term of any Credit Facility or Liquidity Facility with respect 
thereto (ij moneys which have been paid to the Trustee by the Authority and have been on 
deposit with the Trustee in a fund or an account under this Indenture for at least 124 days (and 
not commingled with any moneys so held for less than said period) and investment earnings 
thereon during and prior to which no   vent of Bankruptcy shall have occurred; (ii) moneys 
drawn under the Credit Facility or Liquidity Facility with respect thereto which at all times since 
their receipt by the Trustee were held in a separate segregated account or accounts or sub- 
accounts in which no moneys (other then those drawn under such Credit Facility or Liquidity 
Facility) were at any time held; and (iii) the proceeds of the sale of refunding obligations if, in 
the opinion of nationally recognized counsel experienced in bankruptcy matters (which opinion 
shall be acceptable to each rating agency then providing a rating on any Series of Bonds), the 
application of such moneys will not constitute a voidable preference in the event of the 
occurrence of an event of bankruptcy; and (b) with respect to any payment date on any Series of 
Bonds occurring other than during the term of a Credit Facility or a Liquidity Facility with 
respect thereto, any moneys furnished to the Trustee (other than remarketing proceeds) and the 
proceeds from the investment thereof. 

Base Rental Payments 

"Base Rental Payments" means all amounts payable to the Authority from the City as 
Base Rental Payments pursuant to Section 3.01 of the Lease Agreement. 

Basic Bond Rate 

"Basic Bond Rate" shall mean the rate of interest applicable to any Series of Bonds that 
are not Liquidity Facility Bonds or Credit Facility Bonds. 

Beneficial Owner 

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

Bond Counsel 

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

Bond Insurer 

"Bond Insurer" means the issuer of a Bond Insurance Policy, if any, with respect to a 
Series of Bonds. 



Bond Insurer ~a i lu re  

"Bond Insurer Failure" means: (i) a failure of a Bond Insurer to pay any amount due 
under a Bond Insurance Policy; (ii) the filing or commencement of any bankruptcy or insolvency 
proceedings by or against a Bond Insurer, provided such proceeding has not been dismissed 
within 60 consecutive days; (iii) the declaration by a Bond Insurer of a moratorium on the , 

payment of its unsecured debt obligations; or (iv) the written repudiation by a Bond Insurer of its 
Bond Insurance Policy. 

Bond Insurance Policy 

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

Bond Purchase Fund 

"Bond Purchase Fund?' means the fund by that name established pursuant to 
Section 4.17(A). 

Bonds 

"Bonds" means, collectively, the Series 2008 Bonds and any Additional Bonds issued, 
and at any time Outstanding pursuant to this Indenture. 

Business Day 

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

Capital Appreciation Bonds 

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

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

"Certificate," "Statement," "Request" and "Requisition" of the Authority or the City 
means, respectively, a written certificate, statement, request or requisition signed in the name of 
the Authority by its Authorized Officer or such other person as may be designated and , 

authorized to sign for the Authority and signed in the name of the City by its Authorized Officer 
or such other person as may be designated and authorized to sign for the City in writing to the 
Trustee. ~ n y  such instrument and supporting opinions or representations, if any, may, but need 
not, be combined in a single instrument with any other instrument, opinion or representation, and 
the two or more so combined shall be read and construed as a single instrument. If and to the 



extent required by Section 1.02, each such instrument shall include the statements provided for in 
Section 1.02. 

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

Code 

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

Costs of Issuance 

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

Costs of Issuance Fund 

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

Credit Facility 
I 

"Credit Facility" means an irrevocable direct-pay letter of credit, issued, by a commercial 
bank or other financial institution with respect to a Series of Bonds providing for draws or claims 
at least equal to the Required Stated Amount for such Series and delivered to the Trustee in 
accordance with Section 4.19 of this Indenture or, in the event of the delivery of an Alternate 
Credit Facility, such Alternate Credit Facility. 

Credit Facility Account 

"Credit Facility Account" means an Eligible Account by that name in the Bond Purchase 
Fund established pursuant to Section 4.17 and held in the name of the Trustee for the benefit of 
the Owners of the applicable Series of Bonds. 

Credit Facility Bonds 

"Credit Facility Bonds" means Bonds of any Series purchased with moneys drawn under 
(or otherwise obtained pursuant to the terms of) the Credit Facility, but excluding Bonds of such 



Series no longer considered to be Credit Facility Bonds in accordance with the terms of the 
Credit Facility. 

Credit Facility Provider 

"Credit Facility Provider" means any commercial bank or other financial institution 
issuing (or having primary obligation, or acting as agent for the financial institutions obligated, 
under) a Credit Facility then in effect. 

Credit Facility Provider Failure 

"Credit Facility Provider Failure" shall mean (i) a failure of the Credit Facility Provider 
to pay a properly presented and conforming draw or request for advance under the Credit Facility 
or (ii) the filing or commencement of any bankruptcy or insolvency proceedings by or against 
the Credit Facility Provider or (iii) the Credit Facility Provider shall declare a moratorium on the 
payment of its unsecured debt obligations or shall repudiate the Credit Facility. 

Credit Facility Rate 

"Credit Facility Rate" means the rate per annum, if any, specified in the Credit Facility as 
applicable to Credit Facility Bonds of any Series. 

Credit Facility Reimbursement Agreement 

"Credit Facility Reimbursement Agreement" means the Initial Credit Facility 
Reimbursement Agreement and any other similar agreement entered into in connection with the 
issuance of any Alternate Credit Facility and any and all modifications, alterations, amendments 
and supplements thereto. 

Current Interest Bonds 

"Current Interest Bonds" means the Series 2008 Bonds and Bonds of any other Series 
designated as Current Interest Bonds in the Supplemental Indenture providing for the issuance of 
such Series of Bonds and which pay interest at least semiannually to the Owners thereof 
excluding the first payment of interest thereon. 

Current Mode 

"Current Mode" shall have the meaning specified in Section 2.15(A)(l) hereof. 

Daily Mode 

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

Daily Rate 

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



Daily Rate Period 

"Daily Rate Period" means the period during which a Series of Bonds in the Daily Mode 
shall evidence interest at a Daily Rate, which shall be from the Business Day upon which a Daily 
Rate is set to but not including the next succeeding Business Day. 

Date of Issuance 

"Date of Issuance," with respect to each Series of Bonds, means the date of issuance and 
delivery for such Series of Bonds and, with respect to the Series 2008 Bonds, means August 28, 
2008. 

Debt Service 

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

(1) with respect to Capital Appreciation Bonds, the Accreted Value payment 
shall be deemed a principal payment; and 

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

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

Delayed Remarketing Period 

"Delayed Remarketing Period" shall have the meaning specified in Section 4.18 hereof. 



DTC 

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

Electronic Means 

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

Eligible Account 

"Eligible Account" means an account that is either (i) maintained with a federal or state- 
chartered depository institution or trust company that has a Standard & Poor's short-term debt 
rating of at least "A-2" (or, if no short-term debt rating, a long-term debt rating of "BBB+"); or 
(ii) maintained with the corporate trust department of a federal depository institution or state- 
chartered depository institution subject to regulations regarding fiduciary funds on deposit 
similar to Title 12 of the U.S. Code of Federal Regulation Section 9.10(b), which, in either case, 
has corporate trust powers and is acting in its fiduciary capacity. 

Eligible Bonds 

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

Escrow Agent 

"Escrow Agent" means the Bank of New York Mellon Trust Company, N.A. 

Escrow Agreements - 

"Escrow Agreements" means the Series 1998 Escrow Agreement and the Series 2007 
Escrow Agreement. 

Event of Default 

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

Expiration Date 

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

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

Facilities Leases 

"Facilities Leases" shall have the meaning set forth in the Lease Agreement. 

Favorable Opinion of Bond Counsel 

"Favorable Opinion of Bond Counsel" means an opinion of Bond Counsel addressed to 
the Authority; the Trustee; the Remarketing Agent, if any; the Credit Facility Provider, if any; 
and the Liquidity Facility Provider, if any, to the effect that the action proposed to be taken is 
authorized or permitted by the laws of the State of California and this Indenture and will not 
result in the loss of the exclusion of interest on the Bonds from gross income for federal income 
tax purposes. 

Federal Securities 

"Federal Securities" means (i) United States of America Treasury bills, notes, bonds or 
certificates of indebtedness; or (ii) obligations for which the full faith and credit of the United 
States is pledged for the payment of principal and interest; or (iii) securities evidencing direct 
ownership interests in securities enumerated in clauses (i) or (ii) of this definition or in specified 
portions of the interest on or principal of such securities that are held by a custodian in 
safekeeping on behalf of the owners of such securities and which interests have been stripped by 
the U.S. Treasury itself; or (iv) tax-exempt obligations of a state or a political subdivision thereof 
that have been defeased under irrevocable escrow instructions with securities enumerated in 
clause (i) or (ii) of this definition and that are rated in the highest rating category by any one of 
the Rating Agencies. 

Fiscal Year 

"Fiscal Year" means the period beginning on July 1 of each year and ending on the next 
succeeding June 30, or any other annual accounting period hereafter selected and designated by , 

the Authority as its Fiscal Year. 

Fitch 

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



Fixed Rate 

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

Fixed Rate Bonds 

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

Fixed Rate Mode 

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

Fixed Rate Period 

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

Fixed Rate Remarketing Agent 

"Fixed Rate Remarketing Agent" means an investment banking firm or firms selected by 
the Authority that has or have entered into a written agreement with the Authority to remarket or 
purchase and remarket the Bonds of a Series upon their being converted to a Fixed Rate Mode in 
accordance with the terms and provisions set forth herein. 

Flexible Mode 

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

Flexible Rate 

"Flexible Rate" means ,the per annum interest rate determined for the Flexible Rate 
Bonds pursuant to Section 2.1 1 hereof. 

Flexible Rate Bonds 

"Flexible Rate Bonds" means any Series of Bonds in a Flexible Mode. 

Flexible Rate Period 

"Flexible Rate Period" means, with respect to the Flexible Rate Bond, the period of from 
one (1) to three hundred ninety-seven (397) calendar days (which Flexible Rate Period must end 
on a day preceding a Business Day) during which a Flexible Rate Bond shall evidence interest at 
a Flexible Rate, as established by the Remarketing Agent pursuant to Section 2.1 1 hereof. 



Holder, Bondholder or Owner 

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

Immediate Termination Date 

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

Indenture 

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

Initial Credit Facility 

"Initial Credit Facility" means the irrevocable direct-pay letter of credit securing payment 
of the Bonds that is issued by Bank of America, N.A., to the Trustee pursuant to the Initial Credit 
Facility Reimbursement Agreement. 

Initial Credit Facility Provider 

"Initial Credit Facility Provider" means Bank of America, N.A., as the Credit Facility 
Provider for the Series 2008 Bonds. 

Initial Credit Facility Reimbursement Agreement 

"Initial Credit Facility Reimbursement Agreement" means the Reimbursement, 
Agreement, dated as of August 1, 2008, among the Initial Credit Facility Provider, the Authority 
and the City, as originally executed or as it may from time to time be supplemented or amended. 

Insurance and Condemnation Fund 

"Insurance and Condemnation Fund" means the fund by that name in the Revenue Fund 
established pursuant to Section 5.06. 

Insured Bonds 

"Insured Bonds" means any Series of Bonds identified as Insured Bonds pursuant to a 
Supplemental Indenture and insured by a Bond Insurance Policy. 

Interest Account 

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



Interest Accrual Period 

"Interest Accrual Period" means the period during which Bonds of any Series accrue 
interest payable on the next Interest Payment Date applicable thereto. Each Interest Accrual 
Period shall commence on (and include) the last Interest Payment Date to which interest has 
been paid (or, if no interest has been paid, from the date of original authentication and delivery 
of the Bonds of such Series) to, but not including, the Interest Payment Date on which interest is 
to be paid. If, at the time of authentication of any Bond, interest is, in default or overdue with 
respect to the Bonds, such Bond shall evidence interest from the date to which interest has 
previously been paid in full or made available for payment in full with respect to the Bonds. 

Interest Payment Date 

"Interest Payment Date" means each date on which interest is to be paid and is: (i) with 
respect to a Series of Bonds in a Flexible Mode, each Mandatory Purchase Date applicable 
thereto; (ii) with respect to a Series of Bonds in a Daily Mode or a Weekly Mode, the first 
Business Day of each month; (iii) with respect to a Series of Bonds in a Fixed Rate Mode or a 
Term Rate Mode, the first day of April or October, which is at least three (3) months after the 
month in which such Long-Term Mode takes effect, and the first day of each April and October 
thereafter or, upon the receipt by the Trustee of a Favorable Opinion of Bond Counsel, any other 
six-month interval chosen by the Authority (beginning with the first such day which is at least 
three months after the Mode Change Date) and, with respect to a Term Rate Mode, the final day 
of the current Interest Period if other than a regular six-month interval; (iv) (without duplication 
as to any Interest Payment Date listed above) any Mode Change Date, other than a change 
between a Daily Mode and a Weekly Mode, and each Maturity Date; (v) with respect to any 
Liquidity Facility Bonds, the day set forth in the applicable Liquidity Agreement and (vi) with 
respect to any Credit Facility Bonds, the day set forth in the applicable Credit Facility 
Reimbursement Agreement. 

Interest Period 

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

Joint Powers Agreement 

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

Lease Agreement 

"Lease Agreement" means that certain lease entitled "Lease Agreement" by and between 
the Authority and the City, dated as of August 1, 2008, which lease or a memorandum thereof 
was recorded in the office of the County Recorder of the County of Stanislaus on August 28, 



2008 under Recorders serial No. 2008-094321, as originally executed and recorded or as it may 
from time to time be supplemented, modified or amended pursuant to the provisions hereof and 
thereof. 

Lease Default Event 

"Lease Default Event" means any Event of Default occurring under Section 6.01 of the 
Lease Agreement. 

Leased Property 

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

Liquidity Agreement 

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

Liquidity Facility 

"Liquidity Facility" means a standby bond purchase agreement or similar liquidity 
facility for a particular Series of Bonds issued by a commercial bank or other financial institution 
or, in the event of the delivery or availability of an Alternate Liquidity Facility, such Alternate 
Liquidity Facility. 

Liquidity Facility Account 

"Liquidity Facility Account" means an Eligible Account by that name in the Bond 
Purchase Fund established pursuant to Section 4.17 and held in the name of the Trustee for the 
benefit of the Owners of the applicable Series of Bonds. 

Liquidity Facility Bonds 

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

Liquidity Facility Provider 

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



Liquidity Facility Provider Failure 

"Liquidity Facility Provider Failure" shall mean (i) a failure of the Liquidity Facility 
Provider to pay a properly presented and conforming draw or request for advance under the 
Liquidity Facility or (ii) the filing or commencement of any bankruptcy or insolvency 
proceedings by or against the Liquidity Facility Provider or (iii) the Liquidity Facility Provider 
shall declare a moratorium on the payment of its unsecured debt obligations or shall repudiate 
the Liquidity Facility. 

Long-Term Interest Period 

"Long-Term Interest Period" means a Term Rate Period or a Fixed Rate Period. 

Long-Term Mode 

"Long-Term Mode" means a Term Rate Mode or a Fixed Rate Mode. 

Mandatory Credit Tender 
, 

"Mandatory Credit Tender" shall mean the mandatory tender of a Series of Bonds 
pursuant to Section 4.09(B)(2) hereof upon receipt by the Trustee of written notice from"(i) the 
Credit Facility Provider that an event of default with respect to the Credit Facility 
Reimbursement Agreement has occurred and directing the Trustee to call the Bonds of the 
applicable Series for mandatory tender. 

Mandatory Purchase Date 

"Mandatory Purchase Date" means: (i) with respect to a Flexible Rate Bond, the first 
Business Day following the last day of each Flexible Rate Period with respect to such Flexible 
Rate Bond; (ii) for any Series of Bonds in a Term Rate Mode, the first Business Day following 
the last day of each Term Rate Period for such Bonds; (iii) any Mode Change Date; (iv) any 
Substitution Date; (v) the fifth (5th) Business Day prior to an Expiration Date upon failure by the 
Trustee to receive an extension of the Credit Facility by the thirtieth (30th) day prior to the 
Expiration Date; (vi) the date specified by the Trustee following the occurrence of an event of 
default with respect' to a Liquidity Facility which requires or gives the Liquidity Facility 
Provider the option to terminate the Liquidity Facility, upon notice and requires that all 
Outstanding Bonds secured by such Liquidity Facility be tendered for purchase under the 
applicable Liquidity Agreement, which date shall be a Business Day not less than twenty (20) 
days after the Trustee's receipt of notice of such event of default from the applicable Liquidity 
Facility Provider and in no event later than the Business Day preceding the termination date 
specified in the notice of event of default delivered to the Trustee by such Liquidity Facility 
Provider; and (vii) for a Series of Bonds in a Daily Mode or a Weekly Mode, any Business Day 
specified by the Authority in a notice delivered to the Trustee, which Mandatory Purchase Date 
shall be not less than twenty (20) days after the ~ r u h e e ' s  receipt of such notice from the 
Authority; and (viii) any date specified for a Mandatory Credit Tender. 



Maturity Date 

"Maturity Date" means the final date upon which principal is due on a Series of Bonds, 
which is September 1,2033 with respect to the Series 2008 Bonds. 

Maximum Annual Base Rental Payment 

"Maximum Annual Base ~ e n t a l  Payment" means the maximum annual payment which 
the City may be obligated to make with respect to the Base Rental Payments for the 2008 
Project, as provided in the Lease Agreement, or for any Subsequent Project, as provided and 
determined in a supplement to the Lease Agreement. 

Maximum Rate 

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

Mode 

"Mode" means, as the context may require, the Daily Mode, the Weekly Mode, the 
Flexible Mode, the Term Rate Mode, or the Fixed Rate Mode. 

Mode Change Date 

"Mode Change Date" means with respect to a Series of Bonds in a particular Mode, the 
day on which another Mode for such Series of Bonds begins. 

Mode Change Notice 

"Mode Change Notice" means the notice from the Authority to the other Notice Parties of 
the intention of the Authority to change the Mode with respect to a Series of Bonds. 

Moody's 

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

Nationally Recognized Municipal Securities Information Repository or NRMSIR 

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



New Mode 

"New Mode" shall have the meaning specified in Section 2.15(A)(l) hereof. . 

Noticed Termination Date 

"Noticed ~ e i i n a t i o n  Date" means the date on which a Liquidity Facility Provider's 
obligation to advance funds.or purchase Bonds of the applicable Series under a Liquidity Facility 
terminates as stated in the Liquidity Facility Providers notice of termination delivered pursuant 
to the Liquidity Facility due to a default under specified sections of the Liquidity Facility, which 
date of termination shall be not less than twenty (20) days (or such longer period as is specified 
in the Liquidity Facility) after the date of receipt by the Trustee of such notice. 

Notice Parties 

"Notice Parties" means the Authority, the City, the Trustee, the Bond Insurer, if any, the 
Credit Facility Provider, if any, the Liquidity Facility Provider, if any, the Remarketing Agent, if 
any, and the Fixed Rate Remarketing Agent, if any. 

Opinion of Counsel 

"Opinion of Counsel" means a written opinion of counsel of recognized standing in the 
field of law being addressed in such opinion retained the Authority. 

Optional Redemption Account 

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

Outstanding 

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

Permitted Encumbrances 

"Permitted Encumbrances" means (1) liens for general ad valorem taxes and assessments, 
if any, not then delinquent, or which the City may, pursuant to the Lease Agreement, permit to 
remain unpaid; (2) easements, rights of way, mineral rights, drilling rights and other rights, 



reservations, covenants, conditions or restrictions which exist of record as of the date of 
recordation of the Lease Agreement 'in the office of the County Recorder of the County of 
Stanislaus and which the City certifies in writing will not materially impair the use of the Leased 
Property; (3) this Indenture, as it may be amended from time to time; (4) any right or claim of 
any mechanic, laborer, materialman, supplier or vendor not filed or perfected in the manner 
prescribed by law; (5) easements, rights of way, mineral rights, drilling rights and other rights, 
reservations, covenants, conditions or restrictions to which the Authority and the City consent in 
writing and certify to the Trustee will not materially impair the ownership interests of the 
Authority or use of the Leased Property by the City; and (6) subleases and assignments of the 
City which will not adversely affect the exclusion from gross income of interest on the Bonds. 

Permitted Investments 

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

(1) Federal Securities; 

(2) Obligations, participations, or other ,instruments of or issued by, or fully 
guaranteed as to interest and principal by, the Government National Mortgage 
Association (excluding stripped mortgage backed securities which are valued at greater 
than par on the unpaid principal); 

(3,) Bills of exchange or time drafts drawn on and accepted by a commercial 
bank (including the Trustee or any of its affiliates), otherwise known as bankers 
acceptances, which are eligible for purchase by the Federal Reserve System and which 
are drawn on any bank the short-term obligations of which are rated in the highest letter 
and numerical rating category as provided by Moody's and by S&P; provided, that 
purchases of eligible bankers acceptances may not exceed 270 days' maturity; 

(4) Commercial paper of "prime" quality of the highest ranking or of the 
highest letter and numerical rating category as provided by Moody's and by S&P, which 
commercial paper is limited to issuing corporations that are organized and operating 
within the United States of America and that have total assets in excess of $500,000,000 
and that have an "Al" or higher rating for the issuer's unsecured debentures, other than 
commercial paper, as provided by Moody's and by S&P; provided, that purchases of 
eligible commercial paper may not exceed 180 days' maturity nor represent more than 
10% of the outstanding commercial paper of an issuing corporation; 

(5) Non-negotiable certificates of deposit issued by a state or national bank 
(including the Trustee or any of its affiliates) that have maturities of not more than 365 
days or deposit accounts with a state or national bank and that are fully insured by the 
Federal Deposit Insurance Corporation or the short term obligations of which state or 
national bank are rated no lower that "Al" by Moody's and "A+" by S&P; 

( 6 )  Any repurchase agreement of any securities enumerated in subdivisions 
(1) and (2) with any state or national bank (including the Trustee or any of its affiliates) 
or government bond dealer reporting to, trading with, and recognized as a primary dealer 
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by the Federal Reserve Bank of New York, which agreement is either (A) with any 
institution which has debt rated no lower than "Al" by Moody's and "A+" by S&P or 
whose commercial paper is rated no lower than "P-1" by Moody's and no lower than 
"A-1" by S&P; (B) with any corporation or other entity that falls under the jurisdiction of 
the Federal Bankruptcy Code; provided, that (a) the term of such repurchase agreement is 
less than one (1) year or due on demand; (b) the Trustee or a third party acting solely as 
agent for the Trustee has possession of the collateral; (c) the market value of the 
collateral (as determined at least once in every 14 days) exceeds the principal amount of 
the repurchase agreement plus accrued interest and the market value of the collateral is 
maintained at levels acceptable to Moody's and to S&P; (d) failure to maintain the 
requisite collateral levels will require the Trustee to liquidate the collateral immediately; 
and (e) the repurchase agreement securities are free and clear of any third-party lien or 
claim; or (C) with financial institutions insured by the Federal Deposit Insurance 
Corporation or any broker-dealer with "retail customers" which falls under the 
jurisdiction of the Securities Investors Protection Corporation; provided, that: (a) the 
market value of the collateral (as determined at least once in every 14 days) exceeds the 
principal amount of the repurchase agreement plus accrued interest and the market value 
of the collateral is maintained at levels acceptable to Moody's and to S&P; (b) the 
Trustee or a third party acting solely as agent for the Trustee has possession of the 
collateral; (c) the Trustee has a perfected first priority security interest in the collateral; 
(d) the collateral is free and clear of third-party liens and in the case of a Securities 
Investors Protection Corporation broker was not acquired pursuant to a repurchase 
agreement or reverse repurchase agreement; and (e) failure to maintain the requisite 
collateral percentage will require the Trustee to liquidate the collateral immediately; 

(7) Certificates, notes, warrants, bonds or other evidence of indebtedness of 
the State or any local agencies therein which are rated in'the highest short-term rating 
category or within one of the three highest long-term rating categories by Moody's and 
by S&P (excluding securities that do not have a fixed par value andlor whose terms do 
not promise a fixed dollar amount at maturity or call date); 

(8) For amounts less than $100,000, interest-bearing demand or time deposits 
(including certificates of deposit) in a nationally or state-chartered bank fully insured by 
the Federal Deposit Insurance Corporation, including the Trustee or any affiliate thereof, 
and of which an aggregate total of $100,000 is not exceeded in any one financial 
institution; 

(9) Investments in units of a money-market h n d  portfolio that is rated in the 
highest letter and numerical rating category by Moody's and by S&P (including funds for 
which the Trustee, its affiliates or subsidiaries provide investment advisory or other 
management services) and that is composed of obligations guaranteed by the full faith 
and credit of the United States of America or repurchase agreements collateralized by 
such obligations; 

(1 0) A guaranteed investment contract with a financial institution or insurance 
company (or guaranteed by a financial institution or insurance company) which has at the 
date of execution thereof an outstanding issue of unsecured, uninsured and unguaranteed 



debt obligations or a claims paying ability rated within the two highest rating categories 
of any Rating Agency; 

(1 1) The Local Agency Investment Fund, the California Asset Management 
Program, or similar pooled fund operated by or on behalf of the State and which is 
authorized to accept investments by or on behalf of the Authority of the moneys held by 
the Trustee in any of the accounts or funds established pursuant hereto to the extent 
deposits and withdrawals may be made by the Trustee directly; and 

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

Person 

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

Principal Account 

"Principal Account" means the account by that name in the Revenue Fund established ' 

pursuant to Section 5.02. 

Principal Office 

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

Prior Bonds 

"Prior Bonds" means the Series 1998 Bonds and the Series 2007 Bonds. 

Project 

"Project" means the Series 2008 Project and any Subsequent Project. 

Project Fund 

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

Provider Payment Account 

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



Providers 

"Providers" means, collectively, the Swap Providers, the ~ i ~ u i d i t ~  Facility Providers, the 
Credit Facility Providers and the Reserve Facility Providers (if applicable) and any other party to 
an agreement with the City or the Authority in connection with the Bonds by which any Related 
Obligation is created. 

Purchase Date 

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

Purchase Price 

"Purchase Price" means an amount equal to the principal amount of a Series of Bonds 
purchased on any Purchase Date, plus accrued interest to such Purchase Date (unless such 
Purchase Date is also an Interest Payment Date, in which case the Purchase Price shall not 
include accrued interest, which shall be paid in the normal course). 

Rate Determination Date 

"Rate Determination Date" means any date on which the interest rate with respect to a 
Series of Bonds shall be determined, which: (i) in the case of a Flexible Mode, shall be the first , 

day of an Interest Period; (ii) in the case of a Daily Mode, shall be each Business Day 
commencing with the first day (which must be a Business Day) a Series of Bonds become 
subject to the Daily Mode; (iii) in the case of the initial conversion to a Weekly Mode, shall be 
no later than the Business Day prior to the Mode Change Date for a Series of Bonds, and 
thereafter, 'shall be each Wednesday or, if Wednesday is not a Business Day, then the Business 
Day next succeeding such Wednesday; (iv) in the case of a Term Rate Mode, shall be a Business 
Day no earlier than fifteen (1 5) Business Days and no later than the Business Day next preceding 
the first day of an Interest Period for such Series of Bonds, as determined by the Remarketing 
Agent; and (v) in the case of a Fixed Rate Mode, shall be a date determined by the Remarketing 
Agent which shall be at least one (1) Business Day prior to the Mode Change Date. 

Rating Agency - 

"Rating Agency" means S&P, Moody's and Fitch. 

Rating confirmation Notice 

"Rating Confirmation Notice" shall mean a written notice from the Rating Agencies then 
rating a Series of Bonds, confirming that the rating on such Bonds (without giving effect to any 
Liquidity Facility) will not be lowered or withdrawn (other than a withdrawal of a short-term 
rating upon a change to a Fixed Rate Mode) as a result of the action proposed to be taken. 



Rebate Fund 

"Rebate Fund" means the Rebate Fund established pursuant to Section 5.08. 

Record Date 

"Record Date" means: (i) with respect to a Series of Bonds in a Short-Term Mode, the 
last Business Day before each Interest Payment Date; and (ii) with respect to a Series of Bonds 

. in a Long-Term Mode, the fifteenth (15th) day (whether or not a Business Day) of the month 
next preceding each Interest Payment Date, the Business Day immediately preceding each 
Interest Payment Date. 

Redemption Date 

"Redemption Date" shall mean the date fixed for redemption of any Series of Bonds 
subject to redemption in any notice of redemption given in accordance with the terms of the 
Indenture. 

Redemption Fund 

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

Redemption Price 

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

Regular Swap Payment 

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

Related Obligations 

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

Remarketing Agent 

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



re market in^ Agreement 

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

Remarketing Proceeds Account 

"Remarketing Proceeds Account" means an Eligible Account by that name within the 
Bond Purchase Fund established pursuant to Section 4.17 and held in the name of the Trustee for 
the benefit of the Owners. 

Required Stated Amount 

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

Reserve Facility 

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

Reserve Facility costs 

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

Reserve Facility Provider 

"Reserve Facility Provider" means the provider of a Reserve Facility. 

Reserve Fund 

"Reserve Fund" means the fund of that name established pursuant to Section 5.05. 



Reserve Fund Requirement 

"Reserve Fund Requirement" means with respect to all Outstanding Bonds an amount 
equal to the lesser of (i) the maximum annual Debt Service attributable to the Outstanding Bonds 
and (ii) 125% of average annual Debt Service attributable to the Outstanding Bonds; provided 
that with respect to the calculation of the Reserve Fund Requirement upon the issuance of an 
Additional Series of Bonds the amount calculated shall be the least of (i) or (ii) above, or the 
amount derived by the addition of 10% of the proceeds from the sale of such Series of Additional 
Bonds to the Reserve Fund and provided further that the Reserve Fund Requirement shall be 
reduced to the extent necessary so that all amounts therein may be deposited from Bond proceeds 
without requiring a portion thereof to be yield restricted in accordance with requirements of the 
Code. For purposes of determining the Reserve Fund Requirement, unless otherwise specified in 
a Supplemental Indenture, the fixed interest rate assumed for Variable Rate Bonds shall be The 
Bond Buyer Revenue Bond Index published the week preceding the sale of such Variable Rate 
Bonds, as certified by the Authority. For purposes of determining the Reserve Fund 
Requirement, the fixed interest rate assumed for Series 2008 Bonds shall be the fixed swap rate 
under the Series 2008 Interest Rate Swap Agreement. 

Revenues 

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

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

Securities Depository 

"Securities Depository" means DTC or another recognized securities depository selected 
by the Authority as set forth herein which maintains a book-entry system for the Bonds. 

', 
Serial Bonds 

"Serial Bonds" means the Bonds of any Series, maturing in specified years, for which no 
mandatory Sinking Fund Installments are provided. 



Series 

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

Series 1998 Bonds 

"Series 1998 Bonds" means the Modesto Public Financing Authority Lease Revenue 
Bonds, Series 1998 (Capital Improvements and Refinancing Project). 

Series 1998 Escrow Agent 

"Series 1998 Escrow Agent" means the Bank of New York Mellon Trust Company, 
N.A.. 

Series 1998 Escrow Agreement 

"Series 1998 Escrow Agreement" means the escrow agreement, dated August 28, 2008, 
between the Series 1998 Escrow Agent and the Authority, related to the defeasance of the' Series 
1998 Bonds. 

Series 2007 Bonds 

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

Series 2007 Escrow Agent 

"Series 2007 Escrow Agent" means the Bank of New York Mellon Trust Company, 
N.A.. 

Series 2007 Escrow Agreement 

"Series 2007 Escrow Agreement" means the escrow agreement, dated August 28, 2008, 
between the Series 2007 Escrow Agent and the Authority, related to the defeasance of the Series 
2007 Bonds. 

Series 2008 Bonds 

"Series 2008 Bonds" means the Modesto Public Financing Authority Lease Revenue 
Refunding Bonds, Series 2008. 

Series 2008 Interest Rate Swap Agreement 

"Series 2008 Interest Rate Swap Agreement" means, collectively, the ISDA Master 
Agreement (Local Currency-Single Jurisdiction 1992), the U.S. Municipal Counterparty 



Schedule thereto, a Credit Support Annex, and a Confirmation each dated August 22, 2008, 
between Bank of America, N.A., as a Qualified Counterparty, and the Authority. 

Series 2008 Proiect 

"Series 2008 Project" means the refunding of all of the 1998 Bonds and the 2007 Bonds 
and payment of any costs associated with financing of said project, as the same may be amended 
from time to time. 

Sinking Fund Installment 

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

Special Redemption Account 

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

State 

"State" means the State of California. 

Subsequent Proiect 

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

Substitution Date 

"Substitution Date" means date on which Alternate Credit Facility or Alternate Liquidity 
Facility is substituted for the Credit Facility or Liquidity Facility then in effect. 

Supplemental Indenture 

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

Swap 

"Swap" means an interest rate swap, including the Series 2008 Interest Rate Swap 
Agreement, cap, floor, collar or other hedging transaction which is entered into by the Authority 
for the purpose of managing interest rate risk with respect to specified Bonds which are being 
issued concurrently with the execution of the Swap, which are proposed to be issued in 
connection with such Swap, or which are Outstanding at the time of execution of such Swap. 



Swap Payment Date 

"Swap Payment Date" means each date on which Regular Swap Payments are to be paid. 

Swap Provider 

"Swap Provider" means an entity which is a party to a Swap with the Authority. 

Swap Revenues 

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

Swapped Bonds 

"Swapped Bonds" means the Bonds of any Series to which a Swap relates. 

Tax Certificate 

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

Tender Notice 

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

Tender Notice Deadline 

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

Term Bonds 

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

Term Rate 

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



Term Rate Mode 

"Term Rate Mode" means the Mode.during which a Series of Bonds evidence interest at 
a Term Rate. 

Term Rate Period 

"Term Rate Period" means the period from (and including) the Mode Change Date or the 
date of initial conversion of a Series of Bonds to a Term Rate Mode, as applicable, to (but 
excluding) the last day of the first period that such Series of Bonds shall be in the Term Rate 
Mode as established by the Authority pursuant to Section 2.13(A) hereof and, thereafter, the 
period from (and including) the beginning date of each successive Interest Rate Period selected 
for a Series of Bonds by the Authority pursuant to Section 2.13(A) hereof while such Bonds are 
in the Term Rate Mode to (but excluding) the commencement date of the next succeeding 
Interest Period, including another Term Rate Period. Except as otherwise provided in this 
Indenture, an Interest Period for Bonds in the Term Rate Mode must be at least one hundred 
eighty (1 80) days in length. 

Trustee 

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

2008 Proiect 

"2008 Project" means the refunding of all of the Prior Bonds, all to be financed with 
proceeds of the Series 2008 Bonds. 

Variable Rate Bonds 

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

Weekly Mode 

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

Weekly Rate 

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

Weekly Rate Period 

"Weekly Rate Period" means the period during which a Series of Bonds evidence interest 
at a Weekly Rate, which shall be the period commencing on Thursday of each week to and 



including Wednesday of the following week, except the last Weekly Rate Period which shall be 
from and including the Thursday of the week prior to the Mode Change Date to and including 
the day next preceding the Mode Change Date. 

SECTION 1.02. Content of Certificates and Opinions. 

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

(B) Any such certificate or opinion made or given by an officer of the Authority or 
the City may be based, insofar as it relates to legal, accounting or health care matters, upon a , 

certificate or opinion of or representation by counsel, an accountant or a management consultant 
unless such officer knows, or in the exercise of reasonable care should have known, that the 
certificate, opinion or representation with respect to the matters upon which such certificate or 
statement may be based, as aforesaid, is erroneous. Any such certificate or opinion made or 
given by counsel, an accountant or a management consultant may be based, insofar as it relates 
to factual matters (with respect to which information is in the possession of the Authority or the 
City, as the case may be) upon a certificate or opinion of or representation by an officer of the 

. Authority or the City, unless such counsel, accountant or management consultant knows, or in 
the exercise of reasonable care should have known, that the certificate or opinion or 
representation with respect to the matters upon which such person's certificate or opinion 
representation may be based, as aforesaid, is erroneous. The same officer of the Authority or the - 
City, or the same counselor accountant or management consultant, as the case may be, need not 
certify to all of the matters required to be certified under any provision of this Indenture, but 
different officers, counsel, accountants or management consultants may certify to different 
matters, respectively. 

SECTION 1.03. Interpretation. 

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

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

(C) . All references herein to "Article," "Section" and other subdivisions are to the 
corresponding Articles, Sections or subdivisions of this Indenture; the words "herein," "hereof," 



"hereby," "hereunder" and other words of similar import refer to this Indenture as a whole and 
not to any particular Article, Section or subdivision hereof. 

ARTICLE I1 

THE BONDS 

SECTION 2.01. ~uthorization of Bonds. 

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

(B) An initial Series of Bonds is hereby created and designated as "Modesto Public 
Financing Authority Lease Revenue Refunding Bonds, Series 2008" and is authorized to be 
issued hereunder. The aggregate principal amount of the Series 2008 Bonds which may be 
issued and Outstanding under this Indenture shall not exceed $75,000,000. 

(C) The Authority has reviewed all proceedings heretofore taken relative to the 
authorization of the Series 2008 Bonds and has found, as a result of such review, and hereby 
finds and determines that all acts, conditions and things required by law to exist, to have 
happened and to have been performed precedent to and in the issuance of the Series 2008 Bonds 
do exist, have happened and have been performed in due time, form and manner as required by 
law, and that the Authority is now duly authorized, pursuant to each and every requirement of the 
Act, to issue the Series 2008 Bonds in the form and m a q e r  provided herein for the purpose of 
providing funds to finance and refinance the 2008 Project, and that the Series 2008 Bonds shall 
be entitled to the benefit, protection and security of the provisions hereof. 

(D) The validity of the issuance of the Series 2008 Bonds shall not be dependent on or 
affected in any way by the proceedings taken by the Authority for the finance and refinancing of 
the 2008 Project or by any contracts made by the Authority or its agents in connection therewith, 
and shall not be dependent upon the performance by any person, firm or corporation of his or its 
obligation with respect thereto. The recital contained in the Series 2008 Bonds that the same are 
issued pursuant to the Act and pursuant hereto shall be conclusive evidence of their validity and 
of the regularity of their issuance, and all Series 2008 Bonds shall be incontestable from and 
after their issuance. The Series 2008 Bonds shall be deemed to be issued, within the meaning 
hereof, whenever the definitive Series 2008 Bonds (or any temporary Series 2008 Bonds 
exchangeable therefor) shall have been delivered to the purchaser thereof and the proceeds of 
sale thereof received. 



SECTION 2.02. Terms of the ~ o n d s ;  Registration; Denominations; Payment of Principal 
and Interest. 

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

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

(C) The Bonds of each Series will mature on their respective Maturity Dates. 

(D) The Bonds of each Series shall bear interest and be payable in lawful money of 
the United States of America, at the rates determined pursuant to this Article I1 from the date 
thereof. Payment of interest on the Bonds of each Series shall be made to the person appearing 
on the registration books of the Trustee as the Owner thereof as of the close of business on the 
applicable Record Date, such interest to be payable on each Interest Payment Date by the Trustee 
(i) by check mailed on such Interest Payment Date to such Owner's address as it appears on the 
registration books of the Trustee at the close of business on the Record Date or (ii) by wire 
transfer to any Owner of at least $1,000,000 aggregate principal amount of the Bonds according 
to the written instructions provided by such Owner on or prior to the applicable Record Date to 
the Trustee, which written instructions shall remain in effect until revised by such Owner by an 
instrument in writing delivered to the Trustee. 

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

(F) During each Interest Period for each Mode, the interest rate or rates shall be 
payable on the applicable Interest Payment Date for such Interest Period; provided that the 
interest rate or rates shall not exceed the Maximum Rate. All Bonds of a Series shall evidence 
interest in the same Mode, but need not evidence interest at the same rate at any one time. 
Interest with respect to a Series of Bonds accruing at the Daily Rate, Weekly Rate.or Flexible 
Rate shall be computed upon the basis of a 365- or 366-day year, as applicable, for the actual 
number of days elapsed. Interest with respect to a Series of Bonds accruing at a Fixed Rate or a 
Term Rate shall be computed upon the basis of a 360-day year, consisting of twelve 30-day 
months. Each Bond shall evidence interest on overdue principal and, to the extent permitted by 
law, on overdue interest at the rate evidenced by such Bond on the date on which such principal 
became due and payable. Notwithstanding the foregoing, the interest rate and payment terms of 
the Credit Facility Bonds or the Liquidity Facility Bonds shall be governed by the provisions of 
the Liquidity Facility or the Credit Facility Reimbursement Agreement, as applicable. 



(G) Interest on the Bonds of each Series shall accrue from and including the Interest 
Accrual Date immediately preceding the date of authentication thereof, or, if such date of 
authentication shall be an Interest Accrual Date, from such Interest Accrual Date or if such date 
of authentication shall be prior to the second Interest Accrual Date, from the Date of Issuance; 
provided, however, that if interest on the Bonds shall be in default, interest on the Bonds issued 
in exchange for such Bonds surrendered for registration of transfer or exchange shall accrue from 
the date to which interest has been paid in full with respect to such Bonds or, if no interest has 
been paid with respect to such Bonds, from the Date of Issuance. 

(H) In the absence of manifest error, the 'determination of any Daily Rate, Weekly 
Rate, Flexible Rate, Term Rate and Fixed Rate by the Remarketing Agent, the determination of 
each Flexible Rate Period for any Series of Bonds in a Flexible Mode by the Remarketing Agent 
and the determination of the length of each Term Rate Period by the Authority shall be 
conclusive and binding upon the Authority, the other Notice Parties and each Owner. 

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

(J) The Series 2008 Bonds and the authentication and registration endorsement and 
assignment to appear thereon shall be substantially in the forms set forth Exhibit A hereto 
attached and by this reference herein incorporated. 

(K) If for any reason, the Credit Facility Provider Bonds or the Liquidity Facility 
Bonds remain in book-entry and are not assigned a separate CUSIP number, the Trustee shall 
pay the principal of, redemption premium, if any, and interest with respect to such Bonds in 
accordance with the letter of representations with DTC computed at the Basic Bond Rate; and 
the Authority shall pay to the Trustee for payment to the Credit Facility Provider or the Liquidity 
Facility Provider outside the book-entry system the remainder of (i) the interest then due with 
respect to the Credit Facility Provider Bonds or the Liquidity Facility Bonds computed at the 
applicable interest rate minus (ii) the interest that would then be due with respect to the Credit 
Facility Provider Bonds or the Liquidity Facility Bonds if such.interest were computed at the 
Basic Bonds Rate. 

(L) The first Mode for the Series 2008 Bonds shall -be a Weekly Mode. The Series 
2008 Bonds shall initially evidence interest at a rate of 1.90% for the period commencing on and 
including the Date of Issuance and ending on and including September 2, 2008, with interest 
payable on each Interest Payment Date. The Mode for the Series 2008 Bonds may be changed in 
accordance with this Article 11. 

SECTION 2.03. Execution of Bonds. The Bonds shall be executed in the name and on 
behalf of the Authority with the manual or facsimile signature of its Chairman or Vice Chairman 
attested by the manual or facsimile signature of its Secretary. The Bonds shall then be delivered 
to the Trustee for authentication by it. 

In case any of the officers who shall have signed or attested any of the Bonds shall cease 
to be such officer or officers of the Authority before the Bonds so signed or attested shall have 
been autheniicated or delivered by the Trustee or issued by the Authority, such Bonds may 



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

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

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

Whenever any Bond or Bonds shall be surrendered for transfer, the Authority shall 
execute and the Trustee shall authenticate and deliver a new Bond or Bonds, of the same Series 
and maturity and for a like aggregate principal amount. The Trustee shall require the 
Bondholder requesting such transfer to pay any tax or other governmental charge required to be 
paid with respect to such transfer, and the Trustee may also require the Bondholder requesting 
such transfer to pay a reasonable sum to cover expenses incurred by the Trustee or the Authority 
in connection with such transfer. Except for transfers of Bonds subject to optional or mandatory 
tender for purchase pursuant to Article IV hereof, the Trustee shall not be required to transfer 
(i) any Bond during the fifteen (1 5) days next preceding the date on which notice of redemption 
of Bonds is given, or (ii) any Bond called for redemption. 

SECTION 2.05. Exchange of Bonds. Bonds may be exchanged at the Principal Office of 
the Trustee for a like aggregate principal amount of Bonds of other Authorized Denominations of 
the same Series and maturity. The Trustee shall require the Bondholder requesting such 
exchange to pay any' tax or other governmental charge required to be paid with respect to su.ch 
exchange and the Trustee may also require the Bondholder requesting such exchange to pay a 
reasonable sum to cover expenses incurred by the Trustee or the Authority in connection with 
such exchange. Except for exchanges of Bonds subject to optional or mandatory tender for 
purchase pursuant to Article IV hereof, the Trustee shall not be required to exchange (i) any 
Bond during the fifteen (1 5) days immediately preceding the date on which notice of redemption 
of Bonds is given or (ii) any Bond called for redemption. 

SECTION 2.06. Bond Register. The Trustee will keep or cause to be kept sufficient 
books for the registration and transfer of the Bonds, which shall at all times (during regular 
business hours at the location where such books are kept) be open to inspection by any 
Bondholder or such Bondholders agent duly authorized in writing, the Authority or the City; and, 
upon presentation for such purpose, the Trustee shall, under such reasonable regulations as it 



may prescribe, register or transfer or cause to be registered or transferred, on such books, Bonds 
as hereinbefore provided. 

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

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

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

(A) The Bonds shall be initially issued as provided in Section 2.02. Registered 
ownership of the Bonds, or any portion thereof, may not thereafter be transferred except: 

(1) To any-successor of the Securities Depository or its nominee, or to any 
substitute depository designated pursuant to clause (2) of this subsection (A) ("substitute 
depository"); provided that any successor of the Securities Depository or substitute depository 
shall be qualified under any applicable laws to provide the service proposed to be provided by it; 



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

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

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

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

(D) The Authority, the Bond Insurer, if any, the Credit Facility Provider, if any, the 
Liquidity Facility Provider, if any, and the Trustee shall be entitled to treat the Person in whose 
name any Bond is registered as the Bondholder thereof for all purposes of the Indenture and any 
applicable laws, notwithstanding any notice to the contrary received by the Trustee, the Bond 
Insurer or the Authority; and the Authority, the Bond Insurer, if any, the Credit Facility Provider, 
if any, the Liquidity Facility Provider, if any, and the Trustee shall have no responsibility for 
transmitting payments to, communicating with, notifying or otherwise dealing with any 
Beneficial Owners of the Bonds. None of the Authority, the Bond Insurer, if any, the Credit 
Facility Provider, if any, the Liquidity Facility Provider, if any, or the Trustee will have any 
responsibility or obligations, legal or otherwise, to the Beneficial Owners or to any other party 
including the Securities Depository or its successor (or substitute depository or its successor), 
except for the Holder of any Bond. 

(E) So long as the Outstanding Bonds are registered in the name of Cede & Co. or its 
registered assign, the Authority and the Trustee shall cooperate with Cede & Co., as sole 



registered Bondholder, and its registered assigns in effecting payment of the principal of and 
premium, if any, and interest on the Bonds by arranging for payment in such manner that funds 
for such payments are properly identified and are made immediately available on the date they 
are due. 

SECTION 2.10. Reserved. 

SECTION 2.1 1. Determination of Flexible Rates and Interest Periods During Flexible 
Mode. 

(A) An Interest Period for a Series of Bonds in the Flexible Mode shall be of such 
duration of from one (1) to three hundred ninety-seven (397) calendar days, ending on a day 
preceding a Business Day or the Maturity Date, as the Remarketing Agent shall determine in 
accordance with the provisions of this Section 2.11. In making the determinations with respect 
to Interest Periods, subject to limitations imposed by the immediately preceding sentence, on 
each Rate Determination Date for a Flexible Rate Bond, the Remarketing Agent shall select the 
Interest Period that would result in the Remarketing Agent being able to remarket such Flexible 
Rate Bonds at par in the secondary market at the lowest average interest cost under then-existing 
marketing conditions; provided, however, that if the Remarketing Agent has received notice 
from the Authority to the effect that the Mode for the Bonds is to be changed from the Flexible 
Mode to any other Mode, the Remarketing Agent shall select Interest Periods that do not extend 
beyond the resulting Mode Change Date. The Flexible Rate for a Series of Bonds in a Flexible 
Mode shall be the rate of interest per annum determined by the Remarketing Agent to be the 
minimum interest rate which, if evidenced by such Bonds, would enable the Remarketing Agent 
to sell such Bonds under then existing market conditions, including length of Interest Period, on 
the effective date of such rate at a price equal to the principal amount thereof. Each Bond of a 
Series in a Flexible Mode may evidence interest at a different Flexible Rate and may have an 
Interest Period within the Flexible Mode which differs from the Interest Period applicable to any 
other Bond of such Series in a Flexible Mode. 

(B) The Trustee, in consultation with the Remarketing Agent, shall take such actions 
as shall be necessary to distinguish Bonds of a Series having different Flexible Rate Periods, 
which actions may include obtaining different CUSIP numbers if determined desirable by the 
Trustee or the Remarketing Agent. 

(C) By 1:00 p.m. New York City time on each Rate Determination Date, the 
Remarketing Agent, with respect to each Flexible Rate Bond in the Flexible Mode that is subject 
to adjustment on such Rate Determination Date, shall determine the Flexible Rate for the Interest 
Period then selected for such Flexible Rate Bond and shall give notice of the Interest Period, the 
Purchase Date and the Flexible Rate for such Flexible Rate Bond, such notice to be given by 
Electronic Means to the Trustee and the Authority. The Remarketing Agent shall make the 
Flexible Rate and Interest Period available after 2:00 p.m. New York City time on each Rate 
Determination Date by telephone or Electronic Means to any Beneficial Owner or Notice Party 
other than the Authority requesting such information. 

(D) In the event the use of the Book-Entry System is discontinued, in order to receive 
payment of the Purchase Price of any Flexible Rate Bond in the Flexible Mode, the Owner of 



such Flexible Rate Bond must present such Flexible Rate Bond to the Trustee, by 12:OO noon 
New York City time on the applicable Mandatory Purchase Date. Upon receipt of such Flexible 
Rate Bond by 12:OO noon New York City time on a Mandatory Purchase Date, the Trustee shall 
pay the Purchase Price to such Owner by 2:30 p.m. New York City time on such Mandatory 
Purchase Date. 

SECTION 2.12. Determination of Interest Rates During the Daily Mode and the Weekly 
Mode. 

(A) The interest rate for a Series of Bonds during the Daily Mode or Weekly Mode 
shall be the rate of interest per annurn determined by the Remarketing Agent on and as of the 
applicable Rate Determination Date as the minimum rate of interest which, in the opinion of the 
Remarketing Agent under then-existing market conditions, would result in the sale of such Series 
of Bonds in the Daily Rate Period or Weekly Rate Period, as applicable, at a price equal to 100% 
of the principal amount thereof. 

(B) During the Daily Mode, the Remarketing Agent shall establish the Daily Rate by 
10:OO a.m. New York City time on each Rate Determination Date. The Daily Rate for any day 
during the Daily Mode which is not a Business Day shall be the Daily Rate established on the 
immediately preceding Rate Determination Date. The Remarketing Agent shall make the Daily 
Rate available no less frequently than once each week by telephone or Electronic Means to the 
Authority, each other Notice Party and any Beneficial Owner requesting such rate. 

(C) During the Weekly Mode, the Remarketing Agent shall establish the Weekly Rate 
by 4:00 p.m. New York City time on each Rate Determination Date. The Weekly Rate shall be 
in effect during the applicable Weekly Rate Period. The Remarketing Agent shall make the 
Weekly Rate available no later than 5:00 p.m. New York City time on the Business Day 
following the Rate Determination Date by telephone or Electronic Means to the Authority, each 
other Notice Party and any Beneficial Owner requesting such rate. 

SECTION 2.13. Determination of Term Rates and Fixed Rates. 

(A) TermRates. (1) The interest rate for a Series of Bonds in .the Term Rate 
Mode shall be the minimum rate which, in the opinion of the Remarketing Agent, would result in 
a sale of such Bonds, under then existing market conditions, at a price equal to 100% of the 
principal amount thereof on the Rate Determination Date for a Term Rate Period of the duration 
selected by the Authority, written notice of which shall have been delivered by the Authority to 
the Remarketing Agent prior to such Rate Determination Date. Notwithstanding the foregoing, 
if the Authority shall deliver a Favorable Opinion of Bond Counsel, the interest rate set for some 
or all of the affected Bonds may include a premium or a discount. In no event shall any Term 
Rate be greater than the Maximum Rate and no Term Rate Period may extend beyond the 
Maturity Date. 

(2) The Term Rate shall be determined by the Remarketing Agent not later 
than 4:00 p.m. New York City time on the Rate Determination Date and the Remarketing Agent 
shall make the Term Rate available by telephone or Electronic Means after 5:00 p.m. New York 
City time on the Rate Determination Date to the Authority and each other Notice Party 



requesting such Term Rate. A copy of each such notice shall be provided to the applicable Bond 
Insurer, Credit Facility Provider and Liquidity Facility Provider for the applicable Series. 

(3) Except as is otherwise provided in Section 2.14 hereof, once the Bonds are 
changed to a Term Rate Mode, the such Bonds shall continue in the Term Rate Mode until 
changed to another Mode in accordance with Section 2.15 hereof. If the Authority shall have 
failed to select a new Term Rate Period prior to the applicable Rate Determination Date for such 
new Term Rate Period, the new Term Rate Period shall be the same length as the current Term 
Rate Period; provided however, that no Term Rate Period may extend beyond the Maturity Date. 

(B) Fixed Rates. The Fixed Rate for a Series of Bonds when being converted from a 
Daily Mode, Weekly Mode, Flexible Mode or a Term Rate Mode to the Fixed Rate Mode shall 
be determined by the Fixed Rate ~ e m a r k e t i n ~  Agent in the following manner: not later than 
12:OO noon New York City time on the applicable Rate Determination Date, the Fixed Rate 
Remarketing Agent shall determine the Fixed Rate or Fixed Rates, as applicable. The Fixed 
Rate or Fixed Rates shall be the minimum interest rate(s) which, in the opinion of the applicable 
Fixed Rate Remarketing Agent, will result in a sale of such Bonds at a price equal to the 
principal amount thereof on the Rate Determination Date. Notwithstanding the foregoing, if the 
Authority shall deliver a Favorable Opinion of Bond Counsel, the interest rate set for some or all 
of the Bonds of a Series may include a premium or a discount. The Fixed Rate Remarketing 
Agent shall make the Fixed Rate or Fixed Rates, as applicable, available by telephone or by 
Electronic Means after 5:00 p.m. New York City time on the Rate Determination Date to the 
Authority and each other Notice Party requesting notice of such Fixed Rate or Fixed Rates. A 
copy of each such notice shall be provided to the applicable Bond Insurer, Credit Facility 
Provider and Liquidity Facility Provider for the applicable Series. The Fixed Rate or Rates, as 
applicable, so established for Bonds of a Series shall remain in effect until the Maturity Date .or 
Maturity Dates, as applicable, of such Bonds. 

SECTION 2.14. Alternate Rates. 

(A) When Bonds of a Series are in a Daily Mode, a Weekly Mode, a Flexible Rate 
Mode or a Term Rate Mode, the following provisions shall apply in the event (i) the 
Remarketing Agent fails or is unable to determine the interest rate for such Bonds or to 
determine the interest rate or Flexible Rate Period for Bonds of a Series within the Flexible 
Mode, (ii) the method by which the Remarketing Agent determines the interest rate or Interest 
Period with respect to Bonds of a Series (or the selection by the Authority of the duration of a 
Term Rate Period for such Bonds) shall be held to be unenforceable by a court of law of 
competent jurisdiction, or (iii) the Remarketing Agent suspends its remarketing effort in 
accordance with the provisions of the Remarketing Agreement. The provisions set forth in this 
Section shall continue to apply until such time as the Remarketing Agent (or the Authority, if 
applicable) resumes making such determinations. In the case of clause (ii) above, the 
Remarketing Agent (or the Authority, if applicable) shall resume making such determination at 
such time as there is delivered to the Remarketing Agent or the Authority, as applicable, an 
opinion of Bond Counsel to the effect that there are no longer any legal prohibitions against the 
Remarketing Agent or Authority, as applicable, making such determinations. 



(B) The following shall be the methods by which the interest rates and, in the case of 
the Flexible Rate Mode and Term Rate Modes, the Interest Periods, shall be determined for 
Bonds of a Series or for any Flexible Rate Bond as to which any of the events described in 
clauses (i), (ii) or (iii) above shall be applicable. Such methods shall be applicable from and 
after the date any of the events described in clauses (i), (ii) or (iii) of the immediately preceding 
paragraph shall become applicable until such time as the events described in clauses (i), (ii) or 
(iii) of the immediately preceding paragraph are no longer applicable to Bonds of a Series or any 
Flexible Rate Bond. Notwithstanding any other provision herein, these provisions shall not 
apply with respect to the selection of the length of the Term Rate Period for the Bonds of a 
Series in a Term Rate Mode if the Authority fails to select the length of the Term Rate Period for 
such Bonds for a reason other than as described in clause (ii) of the immediately preceding 
paragraph. 

' 
(1) For Flexible Rate Bonds, the next Interest Period shall be from, and 

including, the first day following the last day of the current Interest Period for the applicable 
Flexible Rate Bonds to, but excluding, the next succeeding Business Day, and thereafter the 
Interest Period for such Flexible Rate Bond shall commence on each Business Day and extend 
to, but exclude, the next succeeding Business Day. For each such Interest Period, the interest 
rate for such Flexible Rate Bonds shall be the applicable Alternate Rate in effect on the Business 
Day that begins an Interest Period. 

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

(3) If Bonds a Series are in a Term Rate Mode, then such Bonds shall 
automatically convert to a Flexible Rate Mode, with an Interest Period commencing on the first 
day following the last day of the current Interest Period for such Bonds to, but excluding, the 
next succeeding Business Day, and thereafter the Interest Period for such Bonds shall commence 
on each Business Day and extend to, but exclude, the next succeeding Business Day. For each 
such Interest Period, the interest rate for such Bonds shall be the applicable Alternate Rate in 
effect at the beginning of each such Interest Period. 

SECTION 2.15. Changes in Mode. Subject to compliance with the provisions set forth 
in this Section, the Authority may elect to effect a change in Mode with respect to all the Bonds 
of any Series (other than Bonds of a Series in a Fixed Rate Mode). 

(A) Changes to Modes Other Than Fixed Rate Mode. At the optionlof the Authority, 
Bonds of any Series may be changed from one Mode to another Mode (other than a Fixed Rate 
Mode) as set forth below: 

(1) Notice by Authority. At least five (5) Business Days (or such shorter time 
as may be agreed to by the Authority, the Trustee and the Remarketing Agent) prior to the date 
that notice of the proposed Mode Change Date is required to be given to the Owners by the 
Trustee as specified below, the Authority shall give written notice to each of the Notice Parties 
of its intention to effect a change in the Mode from the Mode then prevailing (for purposes of 
this Section, the "Current Mode") to another Mode (for purposes of this Section, the "New 



Mode"): which shall be specified in such written notice. Such notice to the Notice Parties shall 
specify the proposed Mode Change Date and shall also include a statement as to whether a Credit 
Facility or Liquidity ~ a c i l i t ~  is expected to be in effect with respect to such Series of Bonds 
following such change and, if a Credit Facility or Liquidity Facility is expected to be in effect, 
such notice shall identify the anticipated provider of such Credit Facility or Liquidity Facility. If 
the change is to a Term Rate Mode, such notice shall specify the length of the initial Term Rate 
Period. 

(2) Notice to Owners. Notice of the proposed change in Mode, unless 
otherwise specified in Section 2.15(D) hereof, shall be given by the Trustee to the Owners of 
such Series of Bonds not less than the fifteenth (15th) day next preceding the applicable Mode 
Change Date; provided that no notice need be given for a Mode Change Date occurring on the 
first Business Day following the last day of a Flexible Rate Period or a Term Rate Mode or on a 
Substitution Date. Such notice shall state the Mode to which the conversion will be made and 
the proposed Mode Change Date and, if applicable, shall be combined with the notice of 
mandatory purchase required to be delivered by the Trustee pursuant to Section 4.09(B) hereof. 
If the Book-Entry System is no longer in effect, such notice shall also provide information with 
respect to required delivery of physical such Series of Bonds and procedures for payment of 
Purchase Price. Notwithstanding any other provision of this Indenture, the Trustee shall not mail 
such written notice if such Series of Bonds are being converted from a Flexible Mode until the 
Trustee shall have received a written confirmation from the Remarketing Agent to the effect that 
no Interest Period for such Bonds extends beyond the proposed Mode Change Date. The Trustee 
shall provide a copy of such notice to the Authority and to each of the other Notice Parties. 

(3) Determination of Interest Rates and Interest Periods. The New Mode shall 
commence on the Mode Change Date and the interest rate(s), together, in the case of a change to 
the Flexible Mode, with the Interest Period or Interest Period(s), as applicable, shall be 
determined by the Remarketing Agent (or the Authority in the case of the Interest Period for 
Bonds of a Series being converted to a Term Rate Mode) in the manner provided in Section 2.11,. 
Section 2.12 and Section 2.13 hereof, as applicable. 

(4) Conditions Precedent: 

(a) The Mode Change Date shall be: (i) in the case of a change 
from a Flexible Mode, the next Mandatory Purchase Date for all of the 
Flexible Rate Bonds; (ii) in the case of a change from a Daily Mode or a 
Weekly Mode, any Business Day; and (iii) in the case of a change from a 
Term Rate Mode to another Mode, or from a Term Rate Period to a Term 
Rate Period of a different duration, the Mode Change Date shall be limited 
to (yy) any Interest Payment Date on which Bonds of a Series are subject 
to optional redemption or (zz) the last Interest Payment Date of the current 
Term Rate Period. The Bonds of a Series shall be subject to mandatory 
tender for purchase on such Mode Change Date in accordance with 
Section 4.09(B) hereof, and, except as is otherwise provided herein, such 
Bonds shall be purchased on the Mode Change Date at a Purchase Price 
equal to 100% of the principal amount thereof plus accrued interest, if 
any; provided, however, that if such Bonds are to be purchased on an 



Interest Payment Date other than the last Interest Payment Date applicable 
to such Bonds, and if such Bonds would otherwise be subject to optional 
redemption on such Mode Change Date at a redemption price of more than 
100% of the principal amount thereof plus accrued interest thereon, if any, 
then such Bonds shall be purchased at a Purchase Price equal to such 
redemption price. 

(b) If the Bonds of a Series to be converted are in the Flexible 
Mode, no Interest Period for such Bonds set after delivery by the 
Authority to the Remarketing Agent of the notice of the intention to effect 
a change in Mode shall extend beyond the day preceding the proposed 
Mode Change Date. 

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

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

(i) in the case of a change from any Mode other than a change 
from a Daily Mode to a Weekly Mode or a change from a Weekly Mode to a 
Daily Mode, a Favorable Opinion of Bond Counsel dated the Mode Change Date; 

(ii) . if there is to be a Credit Facility or Liquidity Facility 
delivered in connection with such change, the items required by Section 4.19 
hereof; and 

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

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

(B) [Reserved]. 

(C) [Reserved]. 

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

(1) Mode Change Date Provisions. The Mode Change Date shall be: 

(a) in the case of a change from a Flexible Mode, the day 
which is the last regularly scheduled Interest Payment Date on which 



I 

interest is payable for any Interest Period established for such Series of 
Bonds to be converted for the Flexible Rate Bonds of such Series; 

(b) in the case of a change from a Daily Mode or a Weekly 
Mode, a regularly scheduled Interest Payment Date on which interest is 
payable for Bonds of a Series in the Daily Mode or Weekly Mode; and 

(c) in the case of a change from. a Term Rate Mode, the Mode 
Change Date shall be limited to a regularly scheduled Interest Payment 
Date on which a new Term Rate Mode would have otherwise have 
commenced such Series of Bonds. The Bonds of a Series in a Term Rate 
Mode shall be subject to mandatory tender for purchase pursuant to 
Section 4.09(B) hereof and shall be purchased on such Mode Change Date 
at a Purchase Price equal to 100% of the principal amount thereof; 
provided that if such Bonds would otherwise be subject to optional 
redemption on such Mode Change Date at a redemption price of more than 
100% of the principal amount thereof, such Bonds shall be purchased at a 
Purchase Price equal to such redemption price. 

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

(3) Notice by Authority. At least seven (7) Business Days (or such shorter 
time as may be agreed to by the Trustee and the Remarketing Agent, if any) prior to the date that 
notice of the Mode Change Date is required to be given to the Owners by the Trustee as specified 
in Section 2.15(D)(4), the Authority shall give written notice to each of the Notice Parties. Such 
notice shall state that the Mode will be changed to the Fixed Rate Mode, shall set forth the 
proposed Mode Change Date, and shall be accompanied by the appointment of one or more firms 
of investment bankers to remarket Bonds of a Series being changed to the Fixed Rate Mode 
(such firm or firms of investment bankers being hereinafter referred to as the "Fixed Rate 
Remarketing Agent"). Together with such notice, the Authority shall file with the Trustee a 
Favorable Opinion of Bond Counsel. No conversion to a Fixed Rate Mode shall occur unless the 
Authority shall also file with the Trustee and the applicable Bond Insurer a Favorable Opinion of 
Bond Counsel to the same effect dated the Mode Change Date. 

(4) Notice to Owners. Not less than thirty (30) days prior to the proposed 
Mode Change Date, the Trustee shall mail notice of such proposed change to the Owners of such 
Bonds, such notice to state that the Mode on such Bonds will be changed to a Fixed Rate Mode 
and to set forth the proposed Mode Change Date. Such notice shall be combined with the notice 
of mandatory purchase required to be delivered by the Trustee pursuant to Section 4.09(B) 
hereof. If the Book-Entry System is no longer in effect, such notice shall also provide 
information with respect to required delivery of physical Bonds and the procedures for payment 
of Purchase Price. Notwithstanding any other provision of this Indenture, the Trustee shall not 
mail such written notice if such Bonds are being converted from a Flexible Mode until the 
Trustee shall have received a written confirmation from the Remarketing Agent to the effect that 



no Interest Period for such Bonds extends beyond the proposed Mode Change Date. The Trustee 
shall provide a copy of such notice to the Authority and to each of the other Notice Parties. 

(5) General Provisions Applying to Change to Fixed Rate Mode. The change 
to a Fixed Rate Mode shall not occur unless the Authority shall have selected a Fixed Rate 
Remarketing Agent to remarket Bonds of a Series being changed to the Fixed Rate Mode and the 
following items shall have been delivered to the Authority and each of the Notice Parties, such 
items to be delivered on or prior to the Mode Change Date: 

(a) a Favorable Opinion of Bond Counsel dated the Mode 
Change Date; and 

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

(6) Determination of Fixed Rates. The Fixed Rate (or Fixed Rates in the case 
of Serial Bonds) for Bonds of a Series shall be established by the applicable Fixed Rate 
Remarketing Agent on the Rate Determination Date applicable thereto. Such Fixed Rate 
Remarketing Agent shall set the interest rate or interest rates with respect to such Bonds in 
accordance with the provisions set forth in Section 2.13(B) hereof. Such Fixed Rate or Fixed 
Rates, as applicable, shall remain in effect until the Maturity Date or Maturity Dates, as 
applicable, of such Bonds. The applicable Remarketing Agent shall make the Fixed Rate or 
Rates available by telephone or Electronic Means not later than 5:00 p.m., New York City time, 
on the Rate Determination Date to the Authority, the Trustee and each of the other Notice Parties 
requesting such notice. 

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

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

(E) Failure to Satisfy Conditions Precedent to a Mode Change. In the event that the 
Authority has not withdrawn any election by it to change a Mode as provided herein and the 
conditions described above in subsections (A) or (D) of this Section, as applicable, have not been 
satisfied by the applicable Mode Change Date, then the New Mode shall not take effect 
(although any mandatory purchase, shall be made on such date if notice has been sent to the 
Owners stating that Bonds of a Series would be subject to mandatory purchase on such date). If 
the failed change in Mode was from a Flexible Mode, such Bonds shall remain in the Flexible 
Mode with interest rates and Interest Periods to be established by the Remarketing Agent on the 



failed Mode Change Date in accordance with Section 2.1 1 hereof. If the failed change in Mode 
was from a Daily Mode, such Bonds shall remain in the Daily Mode, and if the failed change in 
Mode was from a Weekly Mode, such Bonds shall remain in the Weekly Mode, in each case 
with interest rates established in accordance with the applicable provisions of Section 2.12 hereof 
on and as of the failed Mode Change Date. If the failed change in Mode was from a Term Rate 
Mode, then such Bonds shall stay in the Term Rate Mode for an Interest Period ending on the , 

following Interest Payment Date for Bonds of a Series in the Term Rate Mode and the interest 
rate shall be established by the Remarketing Agent on the failed Mode Change Date in 
accordance with Section 2.13(A) hereof. 

(F) Rescission of Election. Notwithstanding anything herein to the contrary, the 
Authority may rescind any election by it to change a Mode as described above prior to the Mode 
Change Date by giving written notice thereof to the Notice Parties prior to such Mode Change 
Date at any time prior to 10:OO a.m. New York City time on the Business Day immediately 
preceding the proposed Mode Change Date. If the Trustee receives notice of such rescission 
prior to the time the Trustee has given notice to the Owners of Bonds of such Series, then such 
notice of change in Mode shali be of no force and effect. If the Trustee receives notice from the 
Authority of rescission of a Mode change after the Trustee has given notice thereof to the 
Owners of Bonds of such Series, then if the proposed Mode Change Date would have been a 
Mandatory Purchase Date, such date shall continue to be a Mandatory Purchase Date. 

If the proposed change in Mode was from a Flexible Mode, Bonds of such Series shall 
remain in the Flexible Mode with interest rates and Interest Periods to be established by the 
Remarketing Agent on the proposed Mode Change Date in accordance with Section 2.1 1 hereof. 
If the proposed change in Mode was from a Daily Mode, Bonds of such Series shall remain in 

~ 

the Daily Mode, and if the proposed change in Mode was from a Weekly Mode, Bonds of such 
Series shall remain in the Weekly Mode, in each case with interest rates established in 
accordance with the applicable provisions of Section 2.12 hereof on and as of the proposed Mode 
Change Date. If the proposed change in Mode was from a Term Rate Mode, then Bonds of such 
Series shall stay in the Term Rate Mode for an Interest Period ending on the following Interest 
Payment Date for such Bonds in the Term Rate Mode and the interest rate shall be established by 
the Remarketing Agent on the proposed Mode Change Date in accordance with Section 2.13(A) 
hereof. If the Remarketing Agent is unable to determine the interest rate on the proposed Mode 
Change Date, the provisions of Section 2.14 shall apply. 

(G) Form of Notices. Upon request, the form of any notice from the Trustee to the 
Owners of a Series of Bonds required by this Section 2.15 and by Section 4.09(B) shall be 
furnished by the Authority to the Trustee. 

ARTICLE I11 

ISSUANCE OF BONDS; APPLICATION OF PROCEEDS 

SECTION 3.01. Issuance of Bonds. At any time after the execution of this Indenture, 
the Authority may execute and the Trustee shall authenticate and, upon Request of the Authority, 
deliver the Series 2008 Bonds in the aggregate principal amount of Sixty-Five Million 
One Hundred and Seventy Thousand dollars ($65,170,000). 



SECTION 3.02. Application of Proceeds of Bonds. The proceeds received from the sale 
of the Series 2008 Bonds in the amount of $64,971,132.06 (the aggregate par amount of 
$65,170,000.00 less $198,867.94 paid to the Underwriter) shall be deposited in trust with the 
Trustee, who shall forthwith set aside the following amounts in the following funds: 

(1) the sum of $406,461.95 in the Costs of Issuance Fund; 

(2) the sum of $8,728.42 in the Reserve Fund, being in an amount sufficient to 
cause the balance on deposit in, or credited to the Reserve Fund, to be 
equal to the Reserve Fund Requirement upon delivery of the Series 2008 

. Bonds; 

(3) the sum of $61,200,000.00, which shall be transferred by the Trustee to 
Series 2007 Escrow Agent, as escrow agent pursuant to the Series 2007 
Escrow Agreement, for deposit in the escrow fund created pursuant to the 
Series 2007 Escrow Agreement; and 

(4) the sum of $3,355,941.69, which shall be transferred by the Trustee to 
Series 1998 Escrow Agent, as escrow agent pursuant to the Series 1998 
Escrow Agreement, for deposit in the escrow fund created pursuant to the 
Series 1998 Escrow Agreement. 

The Trustee may, in its discretion, establish a temporary fund or account to facilitate or 
properly account for the foregoing deposits and transfers. 

SECTION 3.03. Establishment and Application of Costs of Issuance Fund. The Trustee 
shall establish, maintain and hold in trust a separate fund designated as the "Costs of Issuance 
Fund." The moneys in the Costs of Issuance Fund shall be used and withdrawn by the Trustee to 
pay the Costs of Issuance upon Requisition substantially in the form attached hereto as Exhibit C 
stating the. Person to whom payment is to be made, the amount to be paid, the purpose for which 
the ,obligation was incurred and that such payment is a proper charge against the Costs of 
Issuance Fund. No later than the date 180 days following the Date of Issuance, or upon the 
earlier Request of the Authority, amounts, if any, remaining in the Costs of Issuance Fund shall 
be transferred to the Project Fund. 

SECTION 3.04. Establishment and Application of the Project Fund. 

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

(B) Before any payment from the Project Fund shall be made, the City shall file or 
cause to be filed with the Trustee a Requisition of the City (as agent of the Authority) in 
substantially the form attached hereto as Exhibit B stating (1) the item number of such payment; 
(2) the name of the Person to whom each such payment is due (unless such payment is for 
interest on the Bonds during the construction of the Project, in which event the Requisition shall , 

so specify), which may be the City in the case of reimbursement for Project costs theretofore 
paid by the City; (3) the respective amounts to be paid; (4) the purpose by general classification 



for which each obligation to be paid was incurred; and (5) that obligations in the stated amounts 
have been incurred by the City and are presently due and payable and that each item thereof is a 
proper charge against the Project Fund and has not been previously paid from the Project Fund. 

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

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

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

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

(A) The Authority shall be in compliance with all agreements and covenants 
contained herein. 

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

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



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

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

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

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

(H) To the extent practicable the principal payments.shal1 be September 1 

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

(J) The Authority shall have obtained any consent required by any of the Providers. 

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

The Supplemental Indenture shall prescribe the form or forms of such.Additiona1 Bonds 
and, subject to the provisions of Section 3.06, shall provide for the distinctive designation 
denominations, method of numbering, dates, payment dates, interest rates (or method of 
determining the rates, if variable), interest payment dates, provisions for redemption (if desired) 
and places of payment of principal and interest. 

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

(1) an Opinion of Counsel setting forth that (i) such Counsel has examined the 
Supplemental Indenture and the amendment to the Lease Agreement and the site lease required 
by Section 3.06(E), (F) and (G); (ii) the execution and delivery of the Additional Bonds have 
been duly authorized by the Authority; and (iii) said Supplemental Indenture and the amendment 



to the Lease Agreement and the site lease if any, when duly executed by the City and the 
Authority, will be valid and binding obligations of the City and the Authority; 

(2) a Certificate of the Authority stating that the requirements of Section 3.06 
have been met; 

(3) a certified copy of a resolution or ordinance of the City authorizing the 
execution of the amendments to the Lease Agreement required by Section 3.06(E), (F) and (G); 

(4) an executed counterpart or d61y authenticated copy of any amendment to 
the Lease Agreement required by Section 3.06(E), (F) and (G); 

( 5 )  a Certificate of the City stating that the insurance required by Article V of 
the Lease Agreement is in effect; 

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

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

(8) As long as any Series of Bonds are rated by S&P, a Rating Confirmation 
Notice shall be provided by each Rating Agency then rating such Series of Bonds. 

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

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

(1) Bonds of any Series authorized pursuant to Section 3.07; 

(2) agreements providing for a Reserve Facility or Related Obligations; 



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

(a) the Authority shall be in compliance with all agreements 
and covenants contained herein; 

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

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

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

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

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

ARTICLE IV 

REDEMPTION AND TENDER OF BONDS; REMARKETING 

SECTION 4.0 1. Terms of Redemption. 

(A) The Bonds are subject to extraordinary redemption prior to their stated maturity, 
at the option of the Authority, which option shall be exercised at least forty-five (45) days 
(twenty (20) days in the case of Bonds bearing interest at the Daily Rate or Weekly Rate) prior to 
the date fixed for redemption, in whole or in part, in such amounts and from such Series and 
maturities as selected by the Authority, on any date, from hazard insurance or condemnation 
proceeds or other insurance received with respect to the Leased Property pursuant to 
Section 7.02 of the Lease Agreement and deposited in the Special Redemption Account, at a 



Redemption Price equal to 100% of the principal amount thereof, plus accrued interest to the 
date fixed for redemption, without premium. 

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

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

(D) [Reserved]. 

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

(F) While any ~ e r m  Rate or Fixed Rate is in effect with respect to a Series of Bonds, 
the Bonds of such Series are also subject to redemption, in whole or in part, on any date (and if 
in part, in such order of maturity as the Authority shall specify and within a maturity by lot or by 
such other method as the Trustee determines to be fair and reasonable and in Authorized 
Denominations) commencing on the Interest Payment Date next following the tenth anniversary 
of the change to a Term Rate Mode or a Fixed Mode at a Redemption Price equal to 100% of the 
principal amount of the Bonds called for redemption, plus accrued interest, to the date fixed for 

/ 
redemption, without premium. If the length of the Term Rate Period or the Fixed Rate Period for 
such Series of Bonds is less than ten (10) years, then such Series of Bonds shall not be subject to 
optional redemption during the Term Rate Period or Fixed Rate Period, as applicable. 

(G) In connection with a change to a Term Rate Mode or a Fixed Rate Mode for a 
Series of Bonds, the Authority may waive or otherwise alter its rights to direct the redemption of 
Bonds of such Series set forth in Section 4.01(F) above; provided that notice describing such 
waiver or alteration shall be submitted to the Trustee and the Remarketing Agent, or Fixed Rate 
Remarketing Agent, as applicable, together with a Favorable opinion of Bond Counsel. 

(H) The Series 2008 Bonds are also subject to redemption in part prior to their stated 
maturity from Sinking Fund Installments established pursuant to Section 5.04(C) on any 
September 1 on or after September 1, 2009, at the principal amount thereof together with interest 
accrued thereon to the date fixed for redemption, without premium. If any Series 2008 Bonds 
has been optionally redeemed, the amounts of such Sinking Fund Installments shall be reduced 



as directed by the Authority, or if not so directed, proportionally in increments of Authorized 
Denominations, by the principal amount of all such Series 2008 Bonds so optionally redeemed. 

(I) Notwithstanding anything in this Indenture to the contrary, Credit Facility Bonds 
or Liquidity Facility Bonds shall be subject to redemption as provided in the applicable Credit 
Facility Reimbursement Agreement or Liquidity Agreement. 

(J) So long as a Credit Facility secures any Bonds to be redeemed, such Bonds shall 
be redeemed from a draw upon the applicable Credit Facility pursuant to Section 5.12. 

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

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

First: Any Bonds of such Series that are Credit Facility Bonds; 

Second: Any Bonds of such Series that are Liquidity Facility Bonds; and 

Third: Any other Bonds of such Series 

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

SECTION 4.04. Notice of Redemption. (A) Notice of redemption shall be mailed by the 
Trustee, not less than thirty (30) days nor more than sixty (60) days (except in the case of the 
redemption of Bonds bearing interest at a Daily Rate, Weekly Rate, and Flexible Rate, in which 
case no less than ten (10) days), prior to the redemption date, to the Holders of Bonds called for 
redemption at their addresses appearing on the bond registration books of the Trustee and to the 
Notice Parties for such Series of Bonds at their address provided herein, with a copy to the 
Authority. The Trustee shall also give notice of redemption by overnight mail or courier service 
(or by such other acceptable means) to the Remarketing Agent, and such securities depositories 
and/or securities information services. Each notice of redemption shall state the date of such 
notice, the Series designation and date of issue of the Bonds, the redemption date, the 
Redemption Price, the place or places of redemption (including the name and appropriate address 



or addresses of the Trustee), the maturity, the CUSIP numbers if any, and, in the case of Bonds 
to be redeemed in part only, the respective portions of the principal amount thereof to be 
redeemed. Each such notice shall also state that, subject to prior rescission as provided in the 
next paragraph of this Section, on said date there will become due and payable on each of said 
Bonds the Redemption Price thereof or of said specified portion of the principal amount thereof 
in the case of a Bond to be redeemed in part only, together with interest accrued thereon to the 
redemption date, and that from and after such redemption date interest thereon shall cease to 
accrue, and shall require that such Bonds be then surrendered. 

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

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

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

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

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

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



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

SECTION 4.08. Mandatory Purchase in Lieu of Redemption. Each Owner, by purchase 
and acceptance of any Bonds of any Series irrevocably grants to the Authority the option to 
purchase such Bonds of such Series on any date such Bonds are subject to redemption as 
provided in paragraph (B) to (H) of Section 4.01, at a purchase price equal to the Redemption 
Price then applicable to such Bonds, plus accrued interest thereon to the date of purchase. In 
order to exercise such option, the Authority shall deliver to the Trustee a Favorable Opinion of 
Bond Counsel and shall direct the Trustee to provide notice of mandatory purchase in lieu of 
redemption, such notice to be provided, as and to the extent applicable, in accordance with the 
provisions set forth in Section 4.09(B) hereof. On the date fixed for purchase of any Bonds of 
any Series.pursuant to this Section 4.08, and in accordance with Section 5.04 or Section 5.07 
hereof, the Authority shall pay the purchase price of such Bonds to the Trustee in immediately 
available funds and the Trustee shall pay the same to the Owners of such Bonds being purchased 
against delivery thereof. All such Bonds so purchased shall be delivered to the Trustee to hold 
for the benefit of the Authority or for cancellation upon the receipt of such instructions from the 
Authority. Without the prior written consent of the applicable Credit Facility Provider, no Series 
2008 Bonds shall be purchased in lieu of redemption by the Authority, the City or any of its 
affiliates unless such Series 2008 Bonds are redeemed, defeased or cancelled. 

Notwithstanding any other provision of this Indenture, the purchase price of any Bonds of 
any Series secured by a Credit Facility subject to mandatory purchase in lieu of: redemption 
pursuant to this Section 4.08 shall be paid from a draw upon the applicable Credit Facility 
pursuant to Section 5.12. In the event that the Authority lacks sufficient funds to pay the 
purchase price of any Bond subject to mandatory purchase in lieu of redemption pursuant to this 
Section 4.08 on the date fixed for such purchase, the Authority shall cancel such mandatory 
purchase in lieu of redemption and shall return each such Bond to the Owner who shall have 
tendered such Bond for mandatory purchase in lieu of redemption pursuant to this Section 4.08. 
The Trustee shall give notice that such mandatory purchase was not effected promptly following 
the date fixed for such purchase. Any failure to pay the purchase price of any Bond subject to 
mandatory purchase pursuant to this Section 4.08 shall not constitute an Event of Default under 
this Indenture. 

SECTION 4.09. Purchase of Bonds. 

(A) Purchase of the Bonds on Demand of Owner. 

(1) During Daily Rate Period. Subject to Section 4.14, if the Interest Rate 
Mode for a Series of Bonds is the Daily Rate, any such Bonds shall be purchased on the demand 
of the owner thereof on any Business Day during a Daily Rate Period at a purchase price equal to 
the principal amount thereof plus accrued interest, if any, to the Purchase Date upon written 
notice or Electronic Means to the Remarketing Agent and to the Trustee, at its Principal Office 
not later than 11 :00 a.m. (New York City time) on such Business Day of such owner's demand 
for purchase pursuant to this Section 4.09(A)(l), which notice (a) states the number and principal 
amount (or portion thereof) of such Bond to be purchased, (b) states the Purchase Date on which 



such Bond shall be purchased and (c) irrevocably requests such purchase and agrees to deliver 
' 

such Bond, duly endorsed in blank for transfer, with all signatures guaranteed, to the Trustee at 
or prior to 10:OO a.m. (New York City time) on such Purchase Date. The Trustee shall promptly, 
but in no event later than 11:30 a.m. (New York City time) on such Business Day, notify the 
Remarketing Agent, the Credit Facility Provider or the Liquidity Facility Provider by Electronic 
Means of the receipt of the notice referred to in the preceding paragraph. 

(2) During Weekly Rate Period. Subject to Section 4.14, if the Interest Rate 
Mode for Bonds is the Weekly Rate, any such Bond shall be purchased on the demand of the 
owner thereof on any Business Day during a Weekly Rate Period at a purchase price equal to the 
principal amount thereof plus accrued interest, if any, to the Purchase Date, upon written notice 
or Electronic Means to the Remarketing Agent and to the Trustee, at its Principal Office no later 
than 11:OO a.m. (New York City time) on a Business Day not later than the seventh day prior to 
the Purchase Date, which notice (a) states the number and principal amount (or portion thereof) 
of such Bond to be purchased, (b) states the Purchase Date on which such Bond shall be 
purchased and (c) irrevocably requests such purchase and agrees to deliver such Bond, duly 
endorsed in blank for transfer, with all signatures guaranteed, to the Trustee at or prior to 
10:OO a.m. (New York City time) on such Purchase Date. The Trustee shall promptly, but in no 
event later than 11:30 a.m. (New York City time) on the next succeeding Business Day, notify 
the Remarketing Agent, the Credit Facility Provider or the Liquidity Facility Provider by 
Electronic Means of the receipt of the notice referred to in the preceding paragraph. 

(3) Notwithstanding any other provision of this Section 4.09(A), the owner of 
a Bond may demand purchase of a portion of such Bond only if the portion to be purchased and 
the portion to be retained by such owner each will be in an authorized denomination. 

(B) Mandatory Purchases of Bonds. 

(1) Mandatory Tender for Purchase on Mandatory Purchase Date. (a) The 
Bonds of a Series shall be subject to mandatory purchase on each Mandatory Purchase Date 
applicable to the Bonds of such Series. Except in the case of a mandatory purchase on a 
Mandatory Purchase ,Date as described in clauses (vi) or (viii) of the definition of "Mandatory 
Purchase Date," the Trustee shall give notice of each such mandatory purchase, such notice to be 
given by mail to the Owners of such Bonds subject to mandatory purchase no less than fifteen 
(15) days prior to the applicable Mandatory Purchase Date. No notice shall be required to be 
given nor shall any notice be given with respect to any Bond in a Flexible Rate Mode in 
connection with the Mandatory Purchase Date occurring at the end of each Interest Period for 
such Bonds. The form of the notice of mandatory purchase shall be provided to the Trustee by 
the Authority. 

(b) Any notice to be given pursuant to this Section 4.09(B) shall state 
the Mandatory Purchase Date, shall set forth the Purchase Price applicable on such Mandatory 
Purchase Date, and shall identify the Bonds to be purchased. Such notice shall also state that 
interest on the Bonds subject to mandatory purchase shall cease to accrue from and after the 
Mandatory Purchase Date. The failure to mail such notice with respect to any Bond shall not 
affect the validity of the mandatory purchase of any other Bond with respect to which notice was 



so mailed. Any notice mailed will be conclusively presumed to have been given, whether or not 
actually received by any Owner. If the Book-Entry System is no longer in effect, such notice 
shall also provide information with respect to required delivery of physical certificates and the 
procedures for payment of Purchase Price. A copy of any notice delivered by the Trustee 
pursuant to this Section 4.09(B) shall also be provided to each of the Notice Parties. 

(2) Mandatory Purchase Upon Event of Default Under Reimbursement 
Agreement or Expiration or Termination of the Credit Facility. (a) Any Series of Bonds secured 
by a Credit Facility shall be subject to mandatory purchase (i) on a Business Day within five (5) 
days of receipt by the Trustee of notice from the Credit Facility Provider, if any, that an "event of 
default" (as defined in the Credit Facility Reimbursement Agreement) has occurred and requiring 
the Trustee to cause a mandatory tender of the Bonds, such date to be determined by the Trustee, 
and (ii) on the second Business Day following receipt of a notice from the Credit Facility 
Provider that the amount available to be drawn under the Credit Facility has not been reinstated 
in accordance with its terms, in each case at a purchase price equal to par plus accrued interest, 
without premium. The Trustee shall give notice to the Authority, the applicable Remarketing 
Agent, the Holders and each Rating Agency then rating the Bonds as soon as practicable 
following the Trustee's receipt of such notice from the Credit Facility Provider or promptly upon 
failure to receive an extension of the Expiration Date of the Credit Facility, such notice to set 
forth the information required by Section 4.08. Bonds purchased pursuant to this Section 
4.09(B)(2) shall be remarketed only with the written consent of the Credit Facility Provider and 
reinstatement of the Credit Facility to the Required Stated Amount, in the case of Bonds 
purchased pursuant to (a)(i) hereof or upon the delivery of an Alternate Credit Facility to the 
Trustee, in the case of Bonds purchased pursuant to (a)(iii) hereof, and in each case subject to the 
terms of the Remarketing Agreement. 

(b) Upon receipt of notice from the Credit Facility Provider that an 
"event of default" has occurred under and as defined in the Credit Facility Reimbursement 
Agreement and upon receipt of the written request of the Credit Facility Provider, the Trustee 
shall transfer to the Credit Facility Provider all moneys and Investment Securities then on deposit 
in the related accounts of the Interest Fund, Principal Fund, and Project Fund (or any of such 
related funds or accounts specified by the Credit Facility Provider). Such moneys and Investment 
Securities shall be held and applied by the Credit Facility Provider as provided in the Credit 
Facility Reimbursement Agreement. 

(3) Drafts for Payment under the Credit Facility. The Trustee shall, at or 
before 4:00 p.m., New York City time, on the Business Day immediately preceding the date 
fixed for purchase, present drafts for payment under the Credit Facility in an amount equal to the 
purchase price of all the tendered Bonds of the affected Series. The Trustee shall promptly 
deposit the proceeds of such draw on the Credit Facility that it receives into the Credit Facility 
Account for such Series of the Bond Purchase Fund. 

SECTION 4.10. Reserved. 



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

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

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

(2) the Remarketing Agent shall cause the proceeds of the remarketing 
received by the Remarketing Agent of such tendered Bonds to be paid to the Trustee in 
immediately available funds not later than 11 : 15 a.m., New York City time, on the Purchase 
Date for such tendered Bonds; 

(3) the Remarketing Agent shall notify the Trustee by Electronic Means not 
later than 1 :00 p.m. New York City time of such information as may be necessary to register and 
deliver such remarketed Bonds, such notice to, be provided by Electronic Means; and 

(4) if the affected Bonds of a Series are no longer in the Book-Entry System, 
the Trustee shall authenticate new Bonds of such Series for the respective purchasers thereof 
which shall be available for pick-up by the Remarketing Agent not later than 2:30 p.m. New 
York City time. 

(B) On each date on which a Bond is to be purchased, except pursuant to 4.09(B), 
(i) if the Remarketing Agent shall have given notice to the Trustee pursuant to clause (A)(l) 
above that it has been unable to remarket all or any portion of any tendered Bonds or (ii) if the 
Trustee shall not have received any notice from the Remarketing Agent pursuant to clause (A)(l) 
above, the Trustee shall draw on the applicable Credit Facility or Liquidity Facility, if any, by 
11:30 a.m. New York City time in an amount equal to the Purchase Price of all such Bonds that 
have not been successfully remarketed for payment by 2:30 p.m. New York City time and shall 
notify the Bond Insurer, if any, for such Series of such draw; provided, however, that if the draw 
is in connection with a Mandatory Purchase Date resulting from a Substitution Date, the draw 
shall be made on the existing Credit Facility or Liquidity Facility that is being replaced. In no 
event shall the Trustee draw on a Credit Facility or Liquidity Facility to pay the Purchase Price 
of any Bond not covered by such Credit Facility or Liquidity Facility or to pay the Purchase 
Price of a Bond owned by the Authority or the City. 

(C) If the Trustee is notified in writing by a Liquidity Facility Provider that an 
Automatic Termination Event has occurred, with respect to its Liquidity Facility, then the 
Trustee shall provide prompt written notice thereof to the Owners of the Bonds to which such 
Liquidity Facility relates and shall provide copy of such notice to each of the Notice Parties. 

(D) If the Trustee does not have funds in the applicable Remarketing Proceeds 
Account and the applicable Credit Facility Account or Liquidity Facility Account, as applicable, 
sufficient to pay the Purchase Price of such Bonds on any Purchase Date, the Trustee shall give 



the Authority notice of such insufficiency by 2:30 p.m. New York City time on such Purchase 
Date. 

SECTION 4.12. Source of Funds for Purchase of Bonds in Daily Mode. Weekly Mode, 
Flexible Mode. or Term Rate Mode. By 3:00 p.m. New York City time on the date on which a 
Bond of a Series in a Daily Mode, a Weekly Mode, a Flexible Mode or a Term Rate Mode is to 
be purchased, the Trustee shall purchase tendered Bonds of such Series from the tendering 
Owners at the applicable Purchase Price by wire transfer in immediately available funds. Funds 
for the payment of such Purchase Price shall be derived solely from the following sources in the 
order of priority indicated and neither the Trustee nor the Remarketing Agent shall be obligated 
to provide funds from any other source: 

(A) immediately available funds on deposit in the Remarketing Proceeds Account, 
excluding funds received from the Authority or the City; 

(B) immediately available funds on deposit in the applicable Credit Facility Account 
for such Series, if any; and 

(C) immediately available funds on deposit in the applicable Liquidity Facility 
Account for such Series, if any; and 

(D) in the Authority's sole discretion, moneys provided by the Authority that may 
lawfully be used for such purpose. 

SECTION 4.13. Delivery of Bonds in Daily Mode, Weekly Mode, Flexible Mode or 
Term Rate Mode. On each date on which a Bond of a Series in a Daily Mode, a Weekly Mode, a 
Flexible Mode or a Term Rate Mode is to be purchased, such Bond shall be delivered as follows: 

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

(2) Each Bond purchased by the Trustee with moneys described in 
Section 4.12(B) or 4.12(C) hereof shall be registered immediately in the name of the applicable 
Credit Facility Provider or Liquidity Facility Provider or its nominee (which may be the 
Securities Depository) as provided in Section 4.14(C)(3)(d), if any, on or before 3:00 p.m. New 
York City time. The Trustee shall not release any Credit Facility Bonds or Liquidity Facility 
Bonds unless the Trustee shall have received written notice that the applicable Credit Facility or 
Liquidity Facility has been reinstated to an amount equal to the principal amount of 
unremarketed Bonds, including Credit Facility Bonds or Liquidity Facility Bonds, plus interest at 
the Maximum Rate for the number of days required under the applicable Credit Facility or 
Liquidity Facility. 

(3) Each Bond purchased by the Authority with moneys described in 
Section 4.12(D) hereof shall be registered immediately in the name of the Authority or its 
nominee on or before 3:00 p.m. New York City time. Any Bond so owned by the Authority 
shall continue to be Outstanding under the terms of this Indenture and be subject to all of the 
terms and conditions of the Indenture and shall be subject to remarketing by the applicable 



Remarketing Agent; provided, however, that the Authority shall not be considered a Owner for 
the purpose of voting such Bonds under this Indenture. 

SECTION 4.14. Book-Entry Tenders. 

(A) Notwithstanding any other provision of this Indenture to the contrary, all tenders 
for purchase of Bonds of a Series during any period in which such Bonds so tendered are 
registered in the name of Cede & Co. (or the nominee of any successor Securities Depository) 
shall be subject to the terms and conditions set forth in the Representations Letter and to any 
regulations promulgated by DTC (or any successor Securities Depository). For so long as the 
Bonds are registered in the name of Cede & Co., as nominee for DTC, the tender option rights of 
Owners of Bonds may be exercised only by a Direct Participant of DTC (as such term is 
described in Schedule A attached to the Representation Letter) acting, directly or indirectly, on 
behalf of a Beneficial Owner of Bonds by giving notice of its election to tender Bonds or 
portions thereof at the times and in the manner described above. Beneficial Owners will not 
have any rights to tender Bonds directly to the Trustee. 

(B) Procedures under which a Beneficial Owner may direct a Direct Participant of 
DTC, or an Indirect Participant of DTC (as such term is described in Schedule A attached to the 
Representation Letter) acting through a director participant of DTC, to exercise a tender option 
right in respect of Bonds or portions thereof in an amount equal to all or a portion of such 
Beneficial' Owner's beneficial ownership interest therein, shall be governed by standing 
instructions and customary practices determined by such Direct Participant or Indirect 
Participant. For so long as the Bonds are registered in the name of Cede & Co., as nominee for 
DTC, delivery,of the Bonds required to be tendered for purchase shall be effected by the transfer 
in the Book-Entry System on the applicable Purchase Date of a book-entry credit to the account 
of the Trustee of a beneficial interest in such Bonds. 

(C) Notwithstanding anything expressed or implied herein to the contrary, so long as 
the Book-Entry System for the Bonds is maintained by the Authority: 

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

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

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

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

(2) except as provided in (3) below, the Trustee shall not have any 
responsibility for paying the Purchase Price of any tendered Bond or for remitting remarketing 
proceeds to any person and such remarketing proceeds shall be remitted directly to the Securities 
Depository by the Trustee; and 



(3) the Trustee's sole' responsibilities in connection with the purchase and 
remarketing of a tendered Bond shall be: 

(a) to draw upon the applicable Credit Facility or Liquidity 
Facility for such Series, (i) if in the event the Remarketing Agent for the 
Series of Bonds notifies the Trustee as provided herein that the Bonds of 
such Series have not been remarketed on or before the Purchase Date 
therefor, which draw shall be in an amount equal to the difference between 
such Purchase Price and any remarketing proceeds received by the 
Remarketing Agent in connection with a partial remarketing of such 
Bonds or (ii) if no such notice is received, the entire amount of the 
Purchase Price, and to remit the amount so drawn to or upon the order of 
the Securities Depository for the benefit of the tendering Beneficial 
Owners; 

(b) to remit any proceeds derived from the remarketing of a 
Credit Facility Bond or a Liquidity Facility Bond to the applicable Credit 
Facility Provider or Liquidity Facility Provider; and 

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

(d) to take all necessary action to obtain a separate CUSIP 
number and to qualify Credit Facility Bonds or Liquidity Facility Bonds 
for book-entry in accordance with the procedures of DTC. If for any 
reason the Credit Facility Bonds or Liquidity Facility Bonds are not 
assigned a separate CUSIP number, at the request of the applicable Credit 
Facility Provider or Liquidity Facility Provider, Credit Facility Bonds or 
Liquidity Facility Bonds shall be registered in the name of the applicable 
Credit Facility Provider or Liquidity Facility Provider or its nominees or 
registered assigns, and not in the name of the Securities Depository, DTC, 
Cede & Co. or other nominee or its registered assign. In such case, the . 

Trustee shall take all necessary action to withdraw Credit Facility Bonds 
or Liquidity Facility Bonds from the Securities Depository in order to 
register Credit Facility Bonds or Liquidity Facility Bonds in the name of 
the applicable Credit Facility Provider or Liquidity Facility Provider, or 
the nominee or registered assigns thereof. 

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

(A) Each Bond shall be delivered (with all necessary endorsements) at or before 
12:OO noon New York City time on the Purchase Date at the corporate trust office of the Trustee; 
provided, however, that payment of the Purchase Price shall be made pursuant to this 
Section 4.15(A) only if the Bond so delivered to the Trustee conforms in all respects to the 



description thereof in the notice provided pursuant to Section 4.09 hereof, as applicable. 
Payment of the Purchase Price with respect to purchases pursuant to the provisions set forth in 
this Section shall be made to the Owners of tendered Bonds by wire transfer in immediately 
available funds by the Trustee by 3:00 p.m. New York City time on the Purchase Date. 

(B) The Trustee shall hold all Bonds properly tendered to it for purchase hereunder as 
agent and bailee of, and in escrow for the benefit of, the respective Owners of the Bonds that 
shall have so tendered such Bonds until moneys representing the Purchase Price of such Bonds 
shall have been delivered to or for the account of or to the order of such Owners. 

(C) If a Bond to be purchased is not delivered by the Owner to the Trustee by 
12:OO noon New York City time on the date in which such Bond is to be purchased, the 
provisions set forth in Section 4.16 hereof shall apply. 

SECTION 4.16. Bonds Deemed Purchased. 

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

(B) In the event any Bond purchased according to the terms hereof shall not be 
presented to the Trustee, the Trustee shall segregate and hold uninvested the moneys for the 
Purchase Price of such Bond in trust, without liability for interest thereon, for the'benefit of the 
former Owners of such Bond, who shall, except as provided in the following sentence, thereafter 
be restricted exclusively to such moneys for the satisfaction of any claim for the Purchase Price 
of such Bond. Any moneys which the Trustee shall segregate and hold in trust for the payment 
of the Purchase Price of any Bond and remaining unclaimed for two (2) years after the date of 
purchase shall be paid to the Authority. After the payment of such unclaimed moneys to the 
Authority, the former Owner of such Bond shall look only to the Authority for the payment 
thereof. 

SECTION 4.17. Establishment of Bond purchase Fund. (A) The Trustee shall create, 
establish and maintain, a separate fund to be designated as the "Bond Purchase Fund." Moneys 
deposited in the Bond Purchase Fund shall be kept separate from and not commingled with other 
moneys deposited hereunder or with any other moneys of the Authority. The Trustee shall 
further create, establish and maintain separate accounts within the Bond Purchase Fund, such 
separate account to be designated as the "Remarketing Proceeds Account," the "Credit Facility 
Account," the "Liquidity Facility Account" and the "Authority Account" and shall establish 
subaccounts within each such Account for each Series of Bonds. The Bond Purchase Fund shall 
be held in trust solely for the benefit of the Owners of applicable tendered Bonds and the Trustee 
shall not have any interest in, claim on or right to, any accounts within the Bond Purchase Fund 
or the Bond Purchase Fund. 



(B) Remarketing Proceeds Account. Upon receipt of the proceeds of a remarketing of 
any Bond on the date such Bond is to be purchased, the Trustee shall deposit such remarketing 
proceeds in the applicable subaccount of the Remarketing Proceeds Account, such remarketing 
proceeds to be applied to the payment of the Purchase Price of such Bond. The Authority shall 
not have any right, title or interest in any of the funds held on deposit in the Remarketing 
Proceeds Account nor any remarketing proceeds held for any period of time by any Remarketing 
Agent. 

(C) Credit Facility Account. Upon receipt of the proceeds of a draw on a Credit 
Facility, the Trustee shall deposit such Credit Facility proceeds in the applicable subaccount of 
the Credit Facility Account, such Credit Facility proceeds to be applied to the payment of the 
Purchase Price of the applicable Series of Bonds to the extent that the moneys on deposit in the 
applicable subaccount of the Remarketing Proceeds Account shall not be sufficient. Any 
amounts deposited in the applicable subaccount of the Credit Facility Account and not needed 
for the payment of the purchase Price of the applicable Series of ~ b n d s  shall be immediately 
returned to the applicable Credit Facility Provider of such Series. 

(D) Liquidity Facility Account. Upon receipt of the proceeds of a draw on a Liquidity 
Facility, the Trustee shall deposit such Liquidity Facility proceeds in the applicable subaccount 
of the Liquidity Facility Account, such Liquidity Facility proceeds to be applied to the payment 
of the Purchase Price of the applicable Series of Bonds to the extent that the moneys on deposit 
in the Remarketing Proceeds Account shall not be sufficient., Any amounts deposited in the 
applicable subaccount of the Liquidity Facility Account and not needed for the payment of the 
Purchase Price of the applicable Series of Bonds shall be immediately returned to the applicable 
Liquidity Facility Provider of such Series. 

(E) Authority Account. Upon receipt of funds from the Authority provided at its sole 
discretion pursuant to Section 4.12(D) hereof, the Trustee shall deposit such funds in the 
Authority Account,' such funds to be applied to the payment of the Purchase Price of the 
applicable Series of Bonds. Any amounts deposited in an Authority Account and not needed for 
the payment of the Purchase Price of the applicable Series of Bonds shall be immediately 
returned to the Authority. 

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

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

(H) Eligible Accounts. Each of the Remarketing Proceeds Account, Credit Facility 
Account and the Liquidity Facility Account shall meet the requirements of an Eligible Account 
and be held in the name of the Trustee for the. benefit of the Owners. In the event the 
Remarketing Proceeds Account, Credit Facility Account or the Liquidity Facility Account no 
longer meet the requirements of an Eligible Account, the Trustee shall promptly (and, in any 



case, within not more than 30 calendar days) move such account to another financial institution 
such that each account will meet the requirements of an Eligible Account. 

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

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

(B) All such Tendered Bonds shall evidence interest at the Maximum Rate during the 
period of time (such period of time being hereinafter referred to as a "Delayed Remarketing 
Period") from and including the applicable Purchase Date to (but not including) the date that all 
such Tendered Bonds are successfully remarketed. 

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

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

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

SECTION 4.19. Credit Facility; Liquidity Facility; Alternate Credit Facility; Alternate 
Liquidity Facility. 

(A) The Authority may provide a Credit Facility or a Liquidity Facility for the Bonds 
of a Series in a Daily Mode, a Weekly Mode, a Flexible Mode and in a Term Rate Mode. Each 
such Credit Facility or Liquidity Facility (and any Alternate Credit Facility or Alternate 
Liquidity Facility provided in replacement thereof) shall provide for the purchase of the Bonds of 
such Series upon their optional or mandatory tender in accordance with Section 4.09 hereof and, 



in the case of a Credit Facility, provide for the payment of the principal of and interest on the 
applicable Series of Bonds pursuant to Section 5.12. Any Credit Facility (or Alternate Credit 
Facility) or Liquidity Facility (or Alternate Liquidity Facility) shall be a facility provided by a 
Credit Facility Provider or a Liquidity Facility Provider in an amount equal to the Required 
Stated Amount for a Series of Bonds and, in the case of a Liquidity Facility, be acceptable to the 
applicable Bond Insurer for such Series of Bonds. The Initial Credit Facility will be delivered to 
the Trustee in connection with the issuance of the Series 2008 Bonds. 

(B) If a Credit Facility or Liquidity Facility is in effect with respect to the Bonds of 
such Series, on each date on which a Bond of such Series is to be purchased, the Trustee, by 
demand given by Electronic Means before 11:30 a.m. New York City time, shall draw on the 

. applicable Credit Facility or Liquidity Facility in accordance with the terms thereof so as to 
receive thereunder by 2:30 p.m. New York City time on such date an amount, in immediately 
available funds, sufficient, together with the proceeds of the remarketing of such Bonds on such 
date, to enable the Trustee to pay the Purchase Price in connection therewith. The proceeds of 
such draw shall be paid to the Trustee, who shall deposit said proceeds in the applicable Credit 
Facility Account or Liquidity Facility Account pursuant to Section 4.17 hereof. 

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

(D) The Authority may provide an Alternate Credit Facility or an Alternate Liquidity 
Facility for the Bonds of such Series on any Business Day not later than the fifth (5th) Business 
Day prior to the Expiration Date of the Credit Facility or Liquidity Facility then in effect for the 
Bonds of such Series. The Authority shall give at least thirty (30) days' written notice to the 
Trustee and each of the Notice Parties of its intent to furnish an Alternate Credit Facility or 
Alternate Liquidity Facility to the Trustee, which notice shall specify the nature of such Credit 
Facility or Liquidity Facility, the identity of the Credit Facility Provider or Liquidity Facility 
Provider and the proposed Substitution Date. The Trustee shall give notice of each Mandatory 
Purchase Date resulting from the proposed delivery of an Alternate Credit Facility or an 
Alternate Liquidity Facility in accordance with the provisions set forth in Section 4.09(B) hereof. 

(E) On or before the Substitution Date, there shall be delivered to the Trustee and the 
applicable Bond Insurer, if any: (l)(a) an Alternate Credit Facility in substitution for the Credit 
Facility then in effect or (b) an Alternate Liquidity Facility in substitution for the Liquidity 
Facility then in effect, (2) a Favorable Opinion of Bond Counsel and (3) a written Opinion of 
Counsel for the provider of such facility to the effect that such facility is a legal, valid, and 
binding obligation of the provider thereof and covering such other matters as the Authority shall 
require. Upon the satisfaction of the conditions described in the preceding sentence, the Trustee 
shall accept such facility and shall surrender the Credit Facility or Liquidity Facility then in 
effect to the provider thereof on the Substitution Date; provided, however, that if there are 
insufficient remarketing proceeds to pay the Purchase Price of all Bonds of such Series subject to 
mandatory purchase on such Substitution Date, the Trustee shall not surrender the Credit Facility 
or Liquidity Facility then in effect for such Series until the Trustee shall have drawn upon the 



existing Credit Facility or Liquidity Facility for such Series to pay the Purchase Price for Bonds 
of such Series subject to mandatory purchase on such Substitution Date. Notwithstanding any 
other provision of this Indenture to the contrary, if any condition precedent to the substitution of 
Alternate Credit Facility or an Alternate Liquidity Facility is not satisfied, the substitution shall 
not occur but the affected Bonds of such Series shall remain subject to mandatory purchase on 
the proposed Substitution Date. 

(F) In addition to the notice provided pursuant to Section 4.19(D) hereof, the Trustee 
shall give written notice to the Owners of the Bonds of such Series and each of the Notice Parties 
of the extension of the Expiration Date of any Credit Facility or Liquidity Facility, such notice to 
be given by mail as promptly as possible upon receipt by the Trustee of notification of such 
extension. 

SECTION 4.20. Appointment of Remarketing Agent. 

(A) Upon conversion of a Series of Bonds to a Mode which requires the appointment 
of a Remarketing Agent, the Authority shall appoint a Remarketing Agent for Bonds of such 
Series. Any Remarketing Agent shall be a member of the National Association of Securities 
Dealers, Inc., shall have a capitalization of at least fifty million dollars ($50,000,000) and shall 
be authorized by law to perform all the duties set forth herein. 

(B) By acceptance of appointment as Remarketing Agent for the Bonds of such 
Series, the Remarketing Agent shall be deemed to have agreed: ( I )  to remarket such Bonds in 
accordance with the provisions set forth herein; (2) to keep such books and records as shall be 
consistent with prudent industry practice; and (3) to make such books and records available for 
inspection by each of the Notice Parties at all reasonable times. 

(C) The Remarketing Agent may at any time resign and be discharged of the duties 
and obligations created herein as set forth in the Remarketing Agreement entered into by such 
Remarketing Agent and the Authority. The Remarketing Agent may suspend its remarketing 
efforts in accordance with the provisions set forth in Remarketing Agreement entered into by the 
Remarketing Agent and the Authority. The Remarketing Agent may be removed at any time, at 
the direction of the Authority in accordance with the provisions set forth in the Remarketing 
Agreement entered into by the Remarketing Agent and the Authority. The Authority shall , 
provide written notice to each of the Notice Parties of the appointment of any successor 
Remarketing Agent. 

(D) If the Remarketing Agent consolidates with, merges or converts into, or transfers 
all or substantially all of its assets, to another entity meeting the requirements specified in 
subsection (A) above, the resulting, surviving or transferee entity shall be the successor 
Remarketing Agent without any further act. 

SECTION 4.21. Duties of Remarketing Agent. Each Remarketing Agent shall use its 
best efforts to offer for sale: (A) all Bonds of a Series (or portions thereof to be remarketed) for 
which notice of optional tender pursuant to Section 4.09 hereof has been given; (B) all Bonds of 
a Series that are required to be purchased (yy) on a Mandatory Purchase Date described in 
clauses (i), (ii), (iii), (iv) or (vii) of the definition of Mandatory Purchase Date set forth in 



Section 1.01 hereof and (zz) on a Mandatory Purchase Date described in clause (v) of the 
definition of Mandatory Purchase Date set forth in Section 1 .O1 hereof if no Liquidity Facility is 
required to be delivered by the Authority in connection with such Mandatory Purchase Date; and 
(C) all Liquidity ~ a c i l i t ~  Bonds that are: (I)  purchased on a Purchase Date described above in 
clause (A) or (B) of this Section 4.21, (2) with respect to which the Liquidity Facility Provider 
has provided notice that it is ready to reinstate the Available Amount, such notice to have been 
provided to the Authority, the Trustee and the Remarketing Agent, (3) with respect to which an 
Alternate Liquidity Facility is in effect, or (4) which are being marketed as Fixed Rate Bonds (if 
the Remarketing Agent shall have been engaged to be the Fixed Rate Remarketing Agent). 

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

Notwithstanding any provision of this Indenture to the contrary, if there shall have 
occurred and be continuing either a Credit Enhancement Provider Failure or a Liquidity Facility 
Provider Failure, the applicable Remarketing Agent shall not be required to remarket any of the 
Bonds. 

ARTICLE V 

REVENUES; FUNDS AND ACCOUNTS 

SECTION 5.0 1. Pledge and Assignment; Revenue Fund. 

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

(B) The Authority hereby transfers in trust, grants a security interest in and assigns to 
the Trustee, for the benefit of the Holders from time to time of the Bonds and any Providers, all 
of the Revenues and other assets pledged in subsection (A) of this Section and all of the rights of 
the Authority under the Lease Agreement to receive and collect Base Rental Payments and other 
amounts (except for ( I )  the right to receive any Additional Payments to the extent payable to the 
Authority and (2) any rights of the Authority to indemnification), and the right to enforce, 
whether by action at law or in equity or by other means, all provisions, covenants and 
agreements of the Lease Agreement with respect to the payment of Base Rental Payments. 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 take all steps, actions and 



proceedings reasonably necessary in its judgment to enforce all of the rights of the Authority and 
all of the obligations of the City under the Lease Agreement. 

(C) The Authority shall notify the Trustee of the execution of any Related 
Obligations. With respect to the Series 2008 Bonds, the Authority is executing a Series 2008 
Interest Rate Swap Agreement. The-Swap Revenues shall be deposited in the Revenue Fund and 
Regular Swap Payments shall be paid from the Interest Account. Any Extraordinary Swap 
Payments owed to the Swap Provider shall be paid from the applicable subaccount of the 
Provider Payment Account on a subordinate basis to any amounts then due and owing on the 
Bonds payable hereunder or to the Credit Facility Provider under the Credit Facility 
Reimbursement Agreement. 

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

At least three (3) Business Days prior to each date on which a Base Rental Payment is 
due, pursuant to the Lease Agreement, the Trustee shall notify the City of the amount of the 
installment of Base Rental Payment needed to pay the principal of and interest on the Bonds and 

\ any Regular Swap Payments estimated to become due prior to the next succeeding Base Rental 
Payment Date. Any failure to send such notice shall not affect the City's obligation to make 
timely payments of installments of Base Rental Payments. 

(E) In order to carry out and effectuate the pledge, charge and lien on Swap Revenues 
contained herein, the Authority agrees and covenants that all Swap Revenues shall be transferred 
when received to the Trustee for deposit in the Revenue Fund. 

SECTION 5.02. Allocation of Revenues. (A) On or before the dates specified below the 
Trustee shall transfer from the Revenue Fund and deposit into the following respective accounts 
(each of which the Trustee is hereby directed to establish and maintain within the Revenue'Fund) 
the following amounts, in the following order of priority, the requirements of each such account 
(including the making up of any deficiencies in any such account resulting from lack of 
Revenues sufficient to make any earlier required deposit) at the time of deposit to be satisfied 
before any transfer is made to any account subsequent in priority: 

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

SECOND: to the Principal Account, on or before each September 1 commencing 
September 1, 2009 the amount of the principal payment or Sinking Fund 



Installment becoming due and payable on such September 1 (or the succeeding 
Interest Payment Date if September 1 is not an Interest Payment Date), until the 
balance in said account is equal to said amount of such principal or Sinking Fund 
Installment; and 

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

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

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

SECTION 5.04. Application of Principal Account. 

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

(B) On each Sinking Fund Installment date established pursuant to Section 5.04(C) 
herein or in a Supplemental Indenture, the Trustee shall apply the Sinking Fund Installment 
required on that date to the redemption (or payment at maturity, as the case may be) of a Series 
of Bonds, upon the notice and in the manner provided in Article IV; provided that, pursuant to 
Section 4.08, at any time prior to giving such notice of such.redemption, the Trustee may apply 
moneys in the Principal Account to the purchase of such Series of Bonds as directed in writing 
by the Authority, except that the purchase price (excluding accrued interest) shall not exceed the 
par amount of such Series of Bonds so purchased. If, during the twelve-month period 

- immediately preceding a Sinking Fund Installment payment date, the Trustee has purchased a 
Series of Bonds with moneys in the Principal Account pursuant to Section 4.08 or a Series of 
Bonds were at any time purchased or redeemed by the Trustee from the Redemption Fund and 
allocable to said Sinking Fund Installment, such Bonds shall be applied, to the extent of the full 
principal amount thereof to reduce said Sinking Fund Installment. All Bonds purchased or 
deposited pursuant to this subsection, if any, shall be cancelled by the Trustee. Bonds purchased 
from the Principal Account, purchased or redeemed from the Redemption Fund shall be allocated 
first to the next succeeding Sinking Fund Installment, then as a credit against such future Sinking 
Fund Installments as the Authority may specify in writing. 

(C) Subject to the terms and conditions set forth in this Section and in 
Section 4.01(H), the Series 2008 Bonds shall be redeemed (or paid at maturity, as the case may 



be) by application of Sinking Fund Installments in the following amounts and on the following 
dates: 

Sinking Fund 
Installment Date 

(September 1) 

2009 
2010 
201 1 
20 12 
2013 
20 14 
201 5 
2016 
2017 
201 8 
2019 
2020 
202 1 

Sinking Fund 
Installments 

Sinking Fund 
Installment Date 

(September 1) 

2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
203 1 
2032 
2033" 

Sinking Fund 
Installments 

$2,585,000 
$2,785,000 
$2,990,000 
$3,240,000 
$3,470,000 
$3,730,000 
$3,8 15,000 
$3,970,000 
$4,155,000 
$4,340,000 
$4,530,000 
$4,745,000 

* Final Maturity 

If any Series 2008 Term Bonds has been optionally redeemed, the amounts of such 
Sinking Fund InstalIments shall be reduced as directed by the Authority, or if not so directed, 
proportionally in increments of Authorized Denominations, by the principal amount of all such 
Series 2008 Term Bonds so optionally redeemed. 

(D) Notwithstanding the foregoing, no Bond (other than a Liquidity Facility Bond or a 
Credit Facility Bond) shall be optionally redeemed while any Liquidity Facility Bond or Credit 
Facility Bond is Outstanding unless all Outstanding Liquidity Facility Bonds or Credit Facility 
Bonds are redeemed or purchased by the Trustee and cancelled concurrently with such 
redemption or purchase. 

(E) If for any reason, the Credit Facility Bonds or the Liquidity Facility Bonds remain 
in book-entry but have not been assigned a separate CUSIP number, the Trustee shall apply the 
amounts in the Sinking Fund set aside for redemption to the purchase from the applicable Credit 
Facility Provider or the Liquidity Facility Provider of the applicable Credit Facility Bonds or the 
Liquidity Facility Bonds in an aggregate principal amount not in excess of the principal amount 
intended to be redeemed at a purchase price equal to the redemption price specified above. The 
Credit Facility Bonds or the Liquidity Facility Bonds so purchased shall be cancelled by the 
Trustee, and the principal amount thereof shall be credited against the principal amount of the 
Bonds otherwise required to be redeemed. 



SECTION 5.05. Reserve Fund. 

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

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

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

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

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

(F) Notwithstanding anything to the contrary contained in this Indenture, at any time 
one or more Reserve Facilities are on deposit in the Reserve Fund, the Trustee shall withdraw 
and use all cash, if any, on deposit in the Reserve Fund prior to using and withdrawing any 
amounts derived from payments under any Reserve Facilities. Amounts received by the Trustee 
from the Authority as a replenishment of amounts withdrawn from the Reserve Fund shall be 
applied (i) first to reimburse draws on any Reserve Facilities and (ii) to replenish cash withdrawn 
from the Reserve Fund. ,- 



SECTION 5.06. Application of Insurance Proceeds. In the event of any damage to or 
destruction of any part of &e Leased Property covered by insurance, the Authority shall cause 
the proceeds of such insurance to be utilized for the repair, reconstruction or replacement of the 
damaged or destroyed portion of the Leased Property, and the Trustee shall hold said proceeds in 
a fund established by the Trustee for such purpose separate and apart from all other funds 
designated the "Insurance and Condemnation Fund," to the end that such proceeds shall be 
applied to the repair, reconstruction or replacement of the Leased Property to at least the same 
good order, repair and condition as it was in prior to the damage or destruction, insofar as the 
same may be accomplished by the use of said proceeds. The Authority shall file a Certificate 
with the Trustee that sufficient funds from insurance proceeds or from any funds legally . 

available to the Authority, or from any combination thereof, are available in the event it elects to 
repair reconstruct or replace the Leased Property. The Trustee shall invest said proceeds in 
Permitted Investments pursuant to the Request of the Authority, as agent for the Authority under 
the Lease Agreement, and withdrawals of said proceeds shall be made from time to time upon 
the filing with the Trustee of a Request of the Authority, stating that the Authority has expended 
moneys or incurred liabilities in an amount equal to the amount therein stated for the purpose of 
the repair, reconstruction or replacement of the Leased Property, and specifying the items for 
which such moneys were expended, or such liabilities were incurred, in reasonable detail: Any 
balance of such proceeds not required for such repair reconstruction or replacement and the 
proceeds of use and occupancy insurance shall be paid to the Trustee as Base Rental Payments 
and applied in the manner provided by Section 5.01. Alternatively, the Authority, if the proceeds 
of such insurance together with any other moneys then available for such purpose are sufficient 
to prepay all, in case of damage or destruction in whole of the Leased Property, or that portion, 
in the case of partial damage or destruction of the Leased Property, of the Base Rental Payments 
and all other amounts relating to the damaged or destroyed portion of the Leased Property, may 
elect not to repair, reconstruct or replace the damaged or destroyed portion of the Leased 
Property and thereupon shall cause said proceeds to be deposited in the Special Redemption 
Account and used for the redemption of Outstanding Bonds pursuant to the applicable provisions 
of Section 4.01(A). The Authority shall not apply the proceeds of insurance as set forth in this 
Section 5.06 to redeem the Bonds in part due to damage or destruction of a of the Leased 
Property unless the Base Rental Payments on the undamaged portion of the Leased Property will 
be sufficient to pay the scheduled principal and interest on the Bonds remaining unpaid after 
such redemption. 

SECTION 5.07. Application of Redemption Fund. (A) The Trustee shall establish 
maintain and hold in trust a fund separate from any other fund established and maintained 
hereunder designated as the "Redemption Fund" and within the Redemption Fund a separate 
Optional Redemption Account and a separate Special Redemption Account. All amounts 
deposited in the Optional Redemption Account and in the Special Redemption Account shall be 
used and withdrawn by the Trustee solely for the purpose of redeeming Bonds, in the manner 
and upon the terms and conditions specified in Article IVY at the next succeeding date of 
redemption for which notice has not been given and at the Redemption Prices then applicable to 
redemptions from the Optional Redemption Account and the Special Redemption Account 
respectively; provided that, at any time prior to giving such notice of redemption, the Trustee 
shall, upon direction of the Authority, apply such amounts to the purchase of Bonds pursuant to 
Section 4.08; and provided further tha't, in the case of the Optional Redemption Account, in lieu 
of redemption at such next succeeding date of redemption or in combination therewith, amounts 



in such account may be transferred to the Revenue Fund and credited against Base Rental 
Payments in order of their due date as set forth in a Request of the Authority. 

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

SECTION 5.08. Rebate Fund. 

(A) The Trustee shall establish and maintain a fund separate from any other fund 
established and maintained hereunder designated as the Rebate Fund. Within the Rebate Fund, 
the Trustee shall maintain such accounts as shall be specified by the Tax Certificate. Subject to 
the transfer provisions provided in subsection (E) below, all money at any time deposited in the 
Rebate Fund shall be held by the Trustee in trust, to the extent required to satisfy the Rebate 
Amount (as defined in the Tax Certificate), for payment to the federal government of the United 
States of America. Neither the Authority, the City, nor the Holder of any Bonds shall have any 
rights in or claim to such money. All amounts deposited into or on deposit in the Rebate Fund 
shall be governed by this Section, by Section 6.05 and by the Tax Certificate (which is 
incorporated herein by reference). The Trustee shall be deemed conclusively to have complied 
with such provisions if it follows the written directions of the Authority including supplying all 
necessary information in the manner provided in the Tax Certificate, and shall have no liability 
or responsibility to enforce compliance by the City or the Authority with the terms of the Tax 
Certificate. The Authority shall be deemed conclusively to have complied with the provisions of 
this Section if it takes such action as may reasonably be requested by the City or the Authority 
pursuant to the Tax Certificate. 

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

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

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

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



any Rebate Amount, or provision made therefor satisfactory to the Trustee, shall be withdrawn 
and remitted to the Authority. 

(F) ' Notwithstanding any other provision of this Indenture, including in particular 
Article X, the obligation to remit the Rebate Amounts to the United States and to comply with all 
other requirements of this Section, Section 6.05 and the Tax Certificate shall survive the 
defeasance or payment in full of the Bonds. 

SECTION 5.09. Investment of Moneys in Funds and Accounts. 

(A) All moneys in any of the funds and accounts established pursuant to this 
Indenture (other than the Bond Purchase Fund) shall be invested by the Trustee upon directions 
from the Authority solely in Permitted Investments. Moneys in the Bond Purchase Fund shall 
remain uninvested. Permitted Investments shall be purchased at such prices as the Authority 
may direct. The directions of the Authority shall be subject to the limitations set forth in 
Section 6.05. All Permitted Investments shall be acquired subject to the limitations as to 
maturities hereinafter in this Section set forth and such additional limitations or requirements 
consistent with the foregoing as may be established by Request of the Authority. No Request of 
the Authority shall impose any duty on the Trustee inconsistent with its fiduciary responsibilities. 
In the absence of directions from the Authority, the Trustee shall invest in Permitted Investments 
specified in subsection (9) of the definition thereof in Section 1.01. 

(B) Moneys in all funds and accounts (other than the Bond Purchase Fund) shall be 
invested in Permitted Investments maturing not later than the date on which it is estimated that 
such moneys will be required for the purposes specified in this Indenture. Permitted Investments 
purchased under a repurchase agreement may be deemed to mature on the date or dates on which 
the Trustee may deliver such Permitted Investments for repurchase under such agreement. 
Permitted Investments purchased under an investment agreement may be deemed to mature on . 

the date or dates on which the Trustee may withdraw the full amount invested therein, without 
penalty. 

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

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



the first payment of interest following acquisition, the amount of interest paid as part of the 
purchase price). 

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

SECTION 5.10. Application of Provider Payment ~ c c o u n t .  The Trustee shall establish a 
sub-account for each Provider within the Provider Payment Account. All amounts in the 
Provider Payment Account shall be used and withdrawn by the Trustee solely for the purpose of 
paying any amounts owed to Providers, including Extraordinary Swap Payments, when due. To 
the extent amounts deposited therein are insufficient to pay all amounts owed to Providers, such 
amounts shall be applied on a pro rate basis to the payment of amounts owed to Providers. 
Payments of fees and termination payments for any Swap are subordinate to payments to a 
Credit Facility Provider. 

SECTION 5.1 1. Additional Security. In addition to the pledge of Revenues and other 
security provided in the Granting Clause hereof, the Authority or the City may, in its discretion, 
provide additional security or credit enhancement for specified Bonds or Series of Bonds 
(including, without limitation, any tax increment reimbursement agreements) with no obligation 
to provide such additional security or credit enhancement to other Series of Bonds. 

SECTION 5.12. Payments from Credit Facility. Notwithstanding anything to the 
contrary herein, so long as any Series of Bonds are secured by a Credit Facility, the Trustee shall 
pay the following from draws made under such Credit Facility, as and to the extent provided in 
such Credit Facility: 

(1) the principal of such Bonds due upon the maturity thereof; 

(2) the interest on such Bonds; 

(3) the Mandatory Sinking Account Payments for such Bonds pursuant to 
Section 5.04(C) hereof, in the case of the Series 2008 Bonds or the applicable Supplemental 
Indenture, in the case of Additional Bonds secured by a Credit Facility; 

(4) the Redemption Price and any accrued interest due on such Bonds upon 
the optional redemption thereof; 



(5) the principal and interest due upon the acceleration of such Bonds 
pursuant to Section 7.02 hereof, in the case of the Series 2008 Bonds or Supplemental Indenture, 
in the case of Additional Bonds secured by a Credit Facility; 

provided, however, that if the Trustee has not received sufficient funds for making payments due 
under clauses (I),  (2), (3), (4) and (5) from the Credit Facility Provider by 3:00 p.m., New York 
City time, due to default, repudiation or dishonor by the Credit Facility Provider, the Trustee 
shall notify the City by Electronic Means of such deficiency no later than 4:00 p.m., New York 
City time, and shall compensate for such deficiency by immediately transferring any necessary 
amounts from the Revenue Fund to the Interest Account and to the Principal Account, as 
appropriate, to make such payments as provided in Section 5.02 of the Indenture. The Trustee 
shall make draws under the Credit Facility in accordance with its terms and in sufficient time so 
that proceeds from the Credit Facility will be available to make such payment on such Bonds on 
a timely basis. The Trustee shall deposit in the appropriate subaccount of the Credit Facility 
Account all proceeds of draws made under the Credit Facility and shall make payments on the 
applicable Series of Bonds from the appropriate subaccount of the Credit Facility Account to the 
extent described in this Section. The Trustee shall immediately reimburse the Credit Facility 
Provider from moneys in the Principal Fund and Interest Fund, as applicable, or from moneys in 
the Reserve Fund as required. 

(B) In no event shall the Trustee draw on a Credit Facility with respect to any 
payments made in connection with Bonds not secured by a Credit Facility or Bonds owned by 
the City. 

ARTICLE VI 

PARTICULAR COVENANTS 

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

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



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

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

SECTION 6.05. Tax Covenants; Rebate Fund. 

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

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

(C) The Authority shall not use or permit the use of any proceeds of the Series 2008 
Bonds or any funds of the Authority, directly or indirectly, to acquire any securities or 
obligations, and shall not take or permit to be taken any other action or actions, which would 
cause any of the Series 2008 Bonds to be an "arbitrage bond" within the meaning of Section 148 
of the Code "private activity bond" within the meaning of Section 141(a) of the Code, or 



"federally guaranteed" within the meaning of Section l49(b) of the Code and any such 
applicable requirements promulgated from time to time thereunder and under Section 103(c) of 
the Internal Revenue Code of 1954, as amended. The Authority shall observe and not violate the 
requirements of Section 148 of the Code and any such applicable regulations. The Authority 
shall comply with all requirements of Section 148 and 149(b) of the Code to the extent 
applicable to the Series 2008 Bonds. In the event that at any time the Authority is of the opinion 
that for purposes of this Section 6.05(C) it is necessary to restrict or to limit the yield on the 
investment of any moneys held by the Trustee under this Indenture, the Authority shall so 
instruct the Trustee under this Indenture in writing, and the Trustee shall take such action as may 
be necessary in accordance with such instructions. 

(D) The Authority and the Trustee (as directed by the Authority) specifically covenant 
to comply with the provisions and procedures of the Tax Certificate; provided that the Trustee 
shall not be bound by this covenant if an Event of Default has occurred and continuing. 

(E) The Authority shall not use or permit the use of any proceeds of the Series 2008 
Bonds or any funds of the Authority, directly or indirectly, in any manner, and shall not take or 
omit to take any action that would cause any of the Series 2008 Bonds to be treated as an 
obligation not described in Section 103(a) of the Code. 

(F) Notwithstanding any provisions of this Section 6.05, if the Authority shall provide 
to the Trustee an Opinion of Counsel that any specified action required under this Section 6.05 or 
the Tax Certificate is no longer required or that some further or different action is required to 
maintain the exclusion from federal income tax of interest on the Series 2008 Bonds the Trustee 
and the Authority may conclusively rely on such opinion in complying with the requirements of 
this Section, and, notwithstanding Article IX hereof, the covenants hereunder shall be deemed to 
be modified to that extent. 

(G) The Authority covenants that, in the event of any change in this Indenture or other 
relevant documents relating to the Series 2008 Bonds, or any other actions taken or omitted by 
the Authority, upon the advice or with the approving Opinion of Counsel other than Sidley 
Austin LLP, Bond Counsel in connection with the original execution and delivery of the Series 
2008 Bonds, the Authority will, upon the making of any such change, or the taking or omission 
of any such other action, cause to be delivered an Opinion of Counsel nationally recognized in 
the area of municipal bonds to the effect that the interest on the Series 2008 Bonds is excluded 
from gross income for federal income tax purposes. 

SECTION 6.06. Accounting Records and Reports. The Authority will keep or cause to 
be kept proper books of record and accounts in which complete and correct entries shall be made \ 

of all transactions relating to the receipts, disbursements, allocation and application of the 
Revenues, and such books shall be available for inspection by the Trustee at reasonable hours 
and under reasonable conditions. .Not more than two hundred seventy (270) days after the close 
of each Fiscal Year, the Authority shall furnish or cause to be furnished to the Trustee a complete 
financial statement covering receipts, disbursements, allocation and application of Revenues for 
such Fiscal Year. The Authority shall also keep or cause to be kept such other: information as 
required under the Tax Certificate. The Trustee shall have no duty to review or examine such 
statement. 



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

SECTION 6.08. Amendments to Lease Agreement. The Authority shall not supplement, 
amend, modify or terminate any of the terms of the Lease Agreement, or consent to any such 
supplement, amendment, modification or termination, without the prior written consent of the 
Trustee, the Bond Insurer, if any, and the Credit Facility Provider, if any. The Trustee shall give 
such written consent (a) if such supplement, amendment, modification or termination will not 
materially adversely affect the interests of the Bondholders or result in any material impairment 
of the security hereby given for the payment of the Bonds (provided that such supplement 
amendment or modification shall not be deemed to have such adverse effect or to cause such 
material impairment solely by reason of substitution of real property pursuant to Section 2.03 of 
the Lease Agreement), (b) to accommodate the issuance of Additional Bonds pursuant to a 
Supplemental Indenture, (c) to add to the agreements, conditions, covenants and terms required 
to be observed or performed thereunder by any party thereto, or to surrender any right or power 
therein reserved to the Authority or the City, (d) to cure, correct or supplement any ambiguous or 
defective provision contained therein, which action does not materially adversely affect the 
interests of the Bondholders, (e) to accommodate any removal or substitution of the Leased 
Property in accordance with Section 2.03 of the Lease Agreement, (f) to modify the legal 
description of the Leased Property to conform to the requirements of title insurance or otherwise 
to add or delete property descriptions to reflect accurately the description of the parcels intended 
or preferred to be included tKerein, or (g) the Trustee first obtains the written consent of the 
Bondholders of a majority in principal amount and Accreted Value, as the case may be, of the 
Bonds then Outstanding to such settlement, amendment, modification or termination; provided, 
that no such supplement, amendment, modification or termination shall reduce the amount of 
Base Rental Payments to be made to the Authority or the Trustee by the City pursuant to the 
Lease Agreement, or extend the time for making such payments, or permit the creation of any 
lien prior to or on a parity with the lien created by the Indenture on the Base Rental Payments 
(except as expressly provided in the Lease Agreement), in each case without the written consent 
of all of the Bondholders of the Bonds then Outstanding, the Bond Insurer, if any, and the Credit 
Facility Provider, if any. 

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

SECTION 6.09. Leasehold Estate; Enforcement of Lease Agreement. The Authority 
will be, on the date of the delivery of the Bonds, the owner and lawfully possessed of the 
leasehold estate described in the Lease Agreement, and the Lease Agreement will be, on the date 
of delivery of the Bonds, a valid subsisting demise for the term therein set forth of the property 
which it purports to demise. At the time of the delivery of the Bonds the City will be the owner 
in fee simple of the premises described therein, and the Lease Agreement will be lawfully made 
by the City, and the'covenants contained in the Lease Agreement on the part of the City will be 



valid and binding. At the time of the delivery of the Bonds, the Authority will have good right, 
full power and lawful authority to lease said leasehold estate, in the manner and form provided in 
the Lease Agreement, and the Lease Agreement will be duly and regularly executed. 

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

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

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

SECTION 6.1 1. Further Assurances. The Authority shall make, execute and deliver any 
and all such further indentures, instruments and assurances as may be reasonably necessary or 
proper to carny out the intention or to facilitate the performance of this Indenture and for the 
better assuring and confirming unto the Holders of the Bonds of the rights and benefits provided 
in this Indenture. 

ARTICLE VII 

EVENTS OF DEFAULT AND REMEDIES OF BONDHOLDERS 

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

(A) default in the due and punctual payment of the principal or Redemption Price of 
any Bond when and as the same shall become due and payable, whether at maturity as therein 
expressed, by proceedings for redemption, by acceleration or otherwise or default in the 



redemption of any Bonds from Sinking Fund Installments in the amount and at the times 
provided therefor; 

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

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

. principal amount of the applicable series of Bonds at the time Outstanding; 

(D) an Event of Default occurring under Section 6.01 of the Lease Agreement; or 

(E) the Trustee shall receive notice from the Credit Facility Provider that an Event of 
Default has occurred under the Credit Facility Reimbursement Agreement and such notice shall 
be accompanied by a Tender Notice as required under the Credit Facility Reimbursement 
Agreement. 

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

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

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

(B) In the case of an Event of Default described in Section 7.01(C) of this Indenture, 
the Trustee may take whatever action at law or in equity is necessary or desirable to enforce the 



performance, observance or compliance by the Authority with any covenant, condition or 
agreement by the Authority under this Indenture; and 

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

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

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

(1) To the payment of any expenses necessary in the opinion of the Trustee to 
protect the interests of the Holders of the Bonds and the Providers and payment of reasonable 
fees and expenses of the Trustee (including reasonable fees and disbursements of its counsel) 
incurred in and about the performance of its powers and duties under this Indenture; and 

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

(a) Unless the principal of all of the Bonds shall have become or have 
been declared due and payable 

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

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



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

(b) If the principal of all of the Bonds shall have become or have been 
declared due and payable 

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

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

SECTION 7.04. Trustee to Represent Bondholders. The Trustee is hereby irrevocably 
appointed (and the successive respective Holders of the Bonds, by taking and holding the same, 
shall be conclusively deemed to have so appointed the Trustee) as Trustee and true and lawful 
attorney-in-fact of the Holders of the Bonds for the purpose of exercising and prosecuting on 
their behalf such rights and remedies as may be available'to such Holders under the provisions of 
the Bonds, this Indenture, the Lease Agreement, the Act and applicable provisions of any other 
law. Upon the occurrence and continuance of an Event of Default or other occasion giving rise 
to a right in the Trustee to represent the Bondholders, the Trustee in its discretion may, and upon 
the written request of the Holders of not less than twenty-five percent (25%) in aggregate 
principal amount of the Bonds then Outstanding, and upon being indemnified to its satisfaction 
therefor shall, proceed to protect or enforce its rights or the rights of such Holders by such 
appropriate action, suit, mandamus or other proceedings as it shall deem most effectual to protect 
and enforce any such right, at law or in equity, either for the specific performance of any 
covenant or agreement contained herein, or in aid of the execution of any power herein granted, 
or for the enforcement of any other appropriate legal or equitable right or remedy vested in the 
Trustee or in such Holders under this Indenture, the Lease Agreement, the Act or any other law; 
and upon instituting such proceeding, the Trustee shall be entitled, as a matter of right, to the 
appointment of a receiver of the Revenues and other amounts and assets pledged under this 
Indenture pending such proceedings. If more than one such request is received by the Trustee 
from the Holders, the Trustee shall follow the written request executed by the Holders of the 



greater percentage of Bonds then Outstanding in excess of twenty-five'percent (25%). All rights 
action under this Indenture or the Bonds or otherwise may be prosecuted and enforced by the 
Trustee without the possession of any of the Bonds or the production thereof in any proceeding 
relating thereto, and any such suit, action or proceeding instituted by the Trustee shall be brought 
in the name of the Trustee for the benefit and protection of all the Holders of such Bonds, subject 
to the provisions of this Indenture. 

SECTION 7.05. Bondholders' Direction of Proceedings. Anything in this Indenture to 
the contrary notwithstanding, the Holders of a majority in aggregate principal amount of the 
Bonds then Outstanding shall, have the right, by an instrument or concurrent instruments in 
writing executed and delivered to the Trustee, and upon indemnifying the Trustee to its 
satisfaction therefor, to direct the method of conducting all remedial proceedings taken by the 
Trustee hereunder, provided that such direction shall not be otherwise than in accordance with 
law and the provisions of this Indenture, and that the Trustee shall have the right to decline to 
follow any such direction which in the opinion of the Trustee would be unjustly prejudicial to 
Bondholders not parties to such direction. 

SECTION 7.06. Limitation on ~ondholders' Right to Sue. 

(A) No Holder of any Bond shall have the right to institute any suit, action or 
proceeding at law or in equity, for the protection or enforcement of any right or remedy under 
this Indenture, the Lease Agreement, the Act or any other applicable law with respect to such 
Bond, unless (1) such Holder shall have given to the Trustee written notice of the occurrence of 
an Event of Default; (2) the Holders of not less than twenty-five per cent (25%) in aggregate 
principal amount of the Bonds then Outstanding shall have made written request upon the 
Trustee to exercise the powers hereinbefore granted or to institute such suit, action or proceeding 
in its own name; provided, however, that if more than one such request is received by the Trustee 
from the Holders, the Trustee shall follow the written request executed by the Holders of the 
greater percentage of Bonds then Outstanding in excess of twenty-five percent (25%); (3) such 
Holder or said Holders shall have tendered to the Trustee indemnity satisfactory to it against the 
costs, expenses and liabilities to be incurred in compliance with such request; and (4) the Trustee 
shall have refused or omitted to comply with such request for a period of sixty (60) days after 
such written request shall have been received by, and said tender of indemnity shall have been 
made to, the Trustee. 

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



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

SECTION 7.08. Termination of Proceedings. In case any proceedings taken by the 
Trustee or anyone or more Bondholders on account of any Event of Default shall have been 
discontinued or abandoned for any reason or shall have been determined adversely to the Trustee 
or the Bondholders, then in every such case the Authority, the Trustee, the Bond Insurer, if any, 
and the Credit Facility Provider, if any, the Liquidity Facility Provider, if any, and the 
Bondholders, subject to any determination in such proceedings, shall be restored to their former 
positions and rights hereunder, severally and respectively, and all rights, remedies, powers and 
duties of the Authority, the Trustee, the Bond Insurer, if any, and the Credit Facility Provider, if 
any, the Liquidity Facility Provider (if any) and the Bondholders shall continue as though no 
such proceedings had been taken. 

SECTION 7.09. Remedies Not Exclusive. No remedy herein conferred upon or reserved 
to the Trustee or to the Holders of the Bonds or to any Provider is intended to be exclusive of any 
other remedy or remedies, and each and every such remedy, to the extent permitted by law, shall 
be cumulative and in addition to any other remedy given hereunder or now or hereafter existing 
at law or in equity or otherwise. 

SECTION 7.10. No Waiver of Default. No delay or omission of the Trustee or of any 
Holder of the Bonds or of any Provider to exercise any right or power arising upon the 
occurrence of any default shall impair any such right or power or shall be construed to be a 
waiver of any such default or an acquiescence therein; and every power and remedy given by this 
Indenture to the Trustee or to the Holders of the Bonds may be exercised from time to time and 
as often as may be deemed expedient. No Event of Default requiring a draw on a Credit Facility 
or Liquidity Facility may be waived, unless the Trustee has received written notice that the 
applicable Credit Facility or Liquidity Facility is reinstated to the Required Stated Amount and in 
the case of an Event of Default described in Section 7.01($) of this Indenture the Trustee has 
received a written rescission of the Tender Notice from the Credit Facility Provider . 

SECTION 7.1 1. Control of Remedies by Bond Insurer. if any, and the Credit Facility 
Provider, if any, or Liquidity Facility Provider. Provided that the Bond Insurance Policy or the 
Liquidity Facility remain in effect, notwithstanding anything in this Indenture to the contrary, the 
Bond Insurer, if any, and the Credit Facility Provider, if any, shall have the right to direct all 
remedies upon the occurrence of an Event of Default. If the Bond Insurance Policy is no longer 
in effect or a default has occurred with respect to the Bond Insurance Policy, the Liquidity 
Facility Provider shall have the right to direct all remedies upon the occurrence of an Event of 
Default. 



ARTICLE VIII 

THE TRUSTEE 

SECTION 8.01. Duties, Immunities and Liabilities of Trustee. 

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

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

(C) The Trustee may at any time resign by giving written notice of such resignation to 
the Authority, the Bond Insurer, if any, and the Credit Facility Provider, if any, the Liquidity 
Facility Provider (if any), the City and by giving the Bondholders notice of such resignation by 
mail at the addresses shown on the registration books maintained by the Trustee. Upon receiving 
such notice of resignation the Authority shall promptly appoint a successor Trustee by an 
instrument in writing. The Trustee shall not be relieved of its duties until such successor Trustee 
has accepted appointment. 

(D) Any removal or resignation of the Trustee and appointment of a successor Trustee 
shall only become effective upon acceptance of appointment by the successor Trustee. If no 
successor Trustee shall have been appointed and have accepted appointment within thirty (30) 
days of giving notice of removal or notice of resignation as aforesaid, the resigning Trustee or 
any Bondholder (on behalf of such Bondholder and all other Bondholders) may petition any 
court of competent jurisdiction for the appointment of a successor Trustee, and such court may 
thereupon, after such notice (if any) as it may deem proper, appoint such successor Trustee. Any 
successor Trustee appointed under this Indenture shall signify its acceptance of such appointment 
by executing and delivering an instrument in writing to the Authority, the Notice Parties and to 
its predecessor Trustee. Trustee a written acceptance thereof, and thereupon such successor 
Trustee, without any further act, deed or conveyance, shall become vested with all the moneys, 



estates, properties, rights, powers, trusts, duties and obligations of such predecessor Trustee, with 
like effect as if originally named Trustee herein; but nevertheless at the request of the successor 
Trustee, such predecessor Trustee shall execute and deliver any and all instruments of 
conveyance or further assurance and do such other things as may reasonably be required for 
more fully and certainly vesting in and confirming to such successor Trustee all the right, title 
and interest of such predecessor Trustee in and to any property held by it under this Indenture 
and shall pay over, transfer, assign and deliver to the successor Trustee any money, Credit 
Facility, Liquidity Facility or other property subject to the trusts and conditions herein set forth. 
Upon the request of the successor Trustee, the Authority shall execute and deliver any and all 
instruments as may be reasonably required for more fully and certainly vesting in and confirming 
to such successor Trustee all such moneys, estates, properties, rights, powers, trusts, duties and 
obligations. Upon the acceptance of appointment by a successor Trustee as provided in this 
subsection, the Authority shall mail, or cause to be mailed, a notice of the succession of such 
Trustee to the trusts hereunder to the Bondholders at the addresses shown on the registration 
books maintained by the Trustee. If the Authority fails to mail such notice within fifteen (15) 
days after,accebtance of appointment by the successor Trustee, the successor Trustee shall cause 
such notice to be mailed at the expense of the Authority. 

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

(F) In the event that the Trustee breaches its obligations hereunder or under any other 
financing document in connection with the issuance of the Bonds, at the request of the Bond , 

Insurer, if any, and the Credit Facility Provider, if any, the Authority shall remove and replace 
the Trustee in accordance with the terms of the foregoing clause (B). 

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

SECTION 8.03. Liability of Trustee. 

(A) The recitals of facts herein and in the Bonds contained shall be taken as 
statements of the Authority, and the Trustee assumes no responsibility for the correctness of the 



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

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

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

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

(E) Except with respect to Events of Default specified in Section 7.01(A) or (B), the 
Trustee shall not be deemed to have knowledge of any .Event of Default unless and until an 
officer at the Principal Office responsible for the administration of its duties hereunder shall have 
actual knowledge thereof or the Trustee shall have received written notice thereof at the Principal 
Office. The Trustee shall not be bound to ascertain or inquire as to the performance or 
observance of any of the terms, conditions, covenants or agreements herein or of any of the 
documents executed in connection with the Bonds, or as to the existence of a default or Event of 
Default thereunder. The Trustee shall not be responsible for the validity or effectiveness of any 
collateral given to or held by it. 

(F) The Trustee may execute any of the trusts or powers hereunder or perform any 
duties hereunder either directly or by or through attorneys-in-fact, agents, receivers, officers, 
employees or representatives, but shall be answerable for the negligence or misconduct of any 



such attorney-in-fact, agent, receiver, officer, employee or representative selected by it. The 
Trustee shall be entitled to advice of counsel and other professionals concerning all matters of 
trust and its duty hereunder, but the Trustee shall not be answerable for the professional 
malpractice of any counselor other professional (including without limiting the generality of the 
foregoing, attorneys-in-law or certified public accountants) in connection with the rendering of 
such counsels or other professionals' advice in accordance with the terms of this Indenture, if 
such counselor other professional was selected by the Trustee with due care. 

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

(H) Whether or not therein expressly so provided, every provision of this Indenture, 
the Lease Agreement or related documents relating to the conduct or affecting the liability of or 
affording protection to the Trustee shall be subject to the provisions of this Article. 

(I) The Trustee shall not be considered in breach of or in default in its obligations 
hereunder or progress in respect thereto in the event of enforced delay ("unavoidable delay") in 
the performance of such obligations due to unforeseeable causes beyond its control and without 
its fault or negligence. 

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

SECTION 8.04. Right of Trustee to Rely on Documents. 

(A) The Trustee shall be protected in acting upon any notice, resolution, request, 
consent, order, certificate, report, opinion, bond, requisition, statement, facsimile transmission, 
electronic mail or other paper or document believed by it to be genuine and to have been signed 
or presented by the proper party or parties. The Trustee may consult with counsel, who may be 
counsel of or to the Authority andlor counsel selected by the Trustee, with regard to legal 
questions, and the opinion of such counsel shall be full and complete authorization and 
protection in respect of any action taken or suffered by it hereunder in good faith and in 
accordance therewith. 

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



Certificate, but in its discretion the Trustee may, in lieu thereof, accept other evidence of such 
matter or may require such additional evidence as to it may deem reasonable. 

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

SECTION 8.06. Compensation and Indemnification. 

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

(B) No provision of this Indenture shall require the Trustee to expend or risk its own 
funds or otherwise incur any financial liability in the performance of any of its duties hereunder 
or in the exercise of its rights or powers, if it has not received the agreed. compensation for such 
services or, in cases where the Trustee has a right to reimbursement or indemnification for such 
performance or exercise, if it shall have reasonable grounds for believing that repayment of such 
funds or adequate indemnity against such risk or liability is not reasonably assured to it; 
provided, however, that the Trustee shall in no event condition any payment on any Series of 
Bonds when due or any draw upon any applicable Credit Facility or Liquidity Facility, any 
request for payment under the Bond Insurance Policy or any payment to Owners from such 
draws under any applicable Credit Facility or Liquidity Facility or such payments under the 
Bond Insurance Policy upon the provision of any indemnification for such performance. 

SECTION 8.07. Trustee's Relationship to the Authority. 

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

(B) The Trustee agrees to provide the Authority within a reasonable time after the 
receipt of a Request of the Authority any financial' or other information it may reasonably request 



relating to the City or to the Indenture or the Lease Agreement and the Bonds which the 
Authority finds necessary or desirable and which is reasonably available to the Trustee. 

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

ARTICLE IX 

MODIFICATION OR AMENDMENT OF THE INDENTURE 

SECTION 9.01. Amendments Permitted. 

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

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

(1) to add to the covenants and agreements of the Authority contained in this 
Indenture other covenants and agreements thereafter to be observed,, to pledge or assign 



additional security for the Bonds (or any portion thereof), or to surrender any right or power 
herein reserved to or conferred upon the Authority; 

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

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

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

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

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

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

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

(9) to make any modification or amendment to the Indenture which will be 
effective upon the remarketing of Bonds following the mandatory tender of the Bonds pursuant 
to Section 4.09(B). 

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

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



materially adversely affects the Swap Providers rights, duties, or immunities under this Indenture 
or otherwise. 

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

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

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

- 
ARTICLE X 

DEFEASANCE 

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

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

(B) by depositing with the Trustee, in trust, at or before maturity, moneys or securities 
in the necessary amount (as provided in Section 10.03) to pay when due or redeem all Bonds 
then Outstanding and (i) the Bonds are in Fixed Rate Mode at the time moneys or Federal 
Securities are deposited, (ii) the deposit of Available Moneys and Federal Securities purchased 
with Available Moneys is sufficient to pay the Bonds at the Maximum Rate to the earlier of the 
first possible mandatory tender or redemption date, or (iii) the City shall have received a Rating 



Confirmation Notice from each Rating Agency then rating such Bonds on any Bonds that shall 
remain Outstanding following such redemption, or 

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

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

In connection with any defeasance of any of the Bonds pursuant to this Article, the Bond 
Insurer, if any, and the Credit Facility Provider, if any shall receive (i) a Favorable Opinion of 
Bond Counsel and (ii) an escrow agreement and an Opinion of Counsel regarding the validity 
and enforceability of the escrow agreement, such escrow agreement shall provide that: (1) any 
substitution of securities shall require a verification by an independent certified public 
accountant and the prior written consent of the Bond Insurer, if any, and the Credit Facility 
Provider, if any; (2) the Authority will not exercise any optional redemption of the Bonds 
secured by the escrow agreement or any other redemption other than mandatory sinking fund 
redemptions unless (a) the right to make any such redemption has been expressly reserved in the 
escrow agreement and such reservation has been disclosed in detail in the official statement for 
the refunding obligations, and (b) as a condition of any such redemption there shall be provided 
to the Bond Insurer, if any, and the Credit Facility Provider, if any a verification of an 
independent certified public accountant as to the sufficiency of escrow receipts without 
reinvestment to meet the escrow requirements remaining following such redemption; and (3) the 
Authority shall not amend the escrow agreement or enter into a forward purchase agreement or 
other agreement with respect to rights in the escrow without the prior written consent of the 
Bond Insurer, if any, and the Credit Facility Provider, if any. 

Notice of discharge of the Indenture under this Article X shall be provided to the Rating 
Agencies by the Trustee. 

SECTION 10.02. Discharge of Liability on Bonds. Upon the deposit with the Trustee, in 
trust, at or before maturity, of money or securities in the necessary amount (as provided in 
Section 10.03) to pay or redeem any Outstanding Bond (whether upon or prior to its maturity or 
the redemption date of such Bond) and pay any amounts due and payable on any Swaps then 



Outstanding, provided that, if such ~ o n d  is to be redeemed prior to maturity (a) notice of such 
redemption shall have been given as in Article IV provided or provision satisfactory to the 
Trustee shall have been made for the giving of such notice, and (b) the Trustee, the Bond Insurer, 
if any, and the Credit Facility Provider, if any, the Swap Provider and the Authority shall have 
received (i) verification report prepared by independent certified public accountants, or other 
verification agent (which may be the Remarketing Agent) satisfactory to the Trustee and the 
Authority, to the effect that the payment of the principal of and premium, if any, and interest on 
such Bonds then Outstanding and any and all other amounts required to be paid under the 
provisions of this Bond Indenture has been provided for in the manner set forth in this Bond 
Indenture and the Swap Agreement, and (ii) an Opinion of Bond Counsel addressed and 
delivered to the Trustee and the Authority to the effect that so providing for the payment of such 
Bond shall not adversely affect the exclusion of the interest on such Bond from gross income for 
federal income tax purposes, then all liability of the Authority in respect of such Bond shall 
cease, terminate and be completely discharged, except only that thereafter the Holder thereof 
shall be entitled to payment of the principal of and interest on such Bond by the Authority, and 
the Authority shall remain liable for such payments, but only out of such money or securities 
deposited with the Trustee as aforesaid for their payment, subject, however, to the provisions of 
Section 10.04. 

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

SECTION 10.03. Deposit of Money or Securities with Trustee. Whenever in this 
Indenture it is provided or permitted that there be deposited with or held in trust by the Trustee 
money or securities in the necessary amount to pay or redeem any Bonds, the money or 
securities to be so deposited or held may include money or securities held by the Trustee in the 
funds and accounts established pursuant to this Indenture (other than the Rebate Fund) and shall 
be: 

(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 (based on an assumed interest 
rate equal to the Maximum Rate for periods for which the actual interest rate on the Bonds 
cannot be determined), except that, in the case of Bonds which are to be redeemed prior to 
maturity and in respect of which notice of such redemption shall have been given as in Article IV 
provided or provision satisfactory to the Trustee shall have been made for the giving of such 
notice, the amount to be deposited or held shall be the principal amount or Redemption Price of 
such Bonds and all unpaid interest thereon to the redemption date; or 



(B) United States Government Obligations, the principal of and interest on which 
when due (without any income from the reinvestment thereof) will provide money sufficient to 
pay the principal or Redemption Price of and all unpaid interest to maturity (based on an 
assumed interest rate equal to the Maximum Rate for periods for which the actual interest rate on 
the Bonds cannot be determined), or to the redemption date, as the case may be, on the Bonds to 
be paid or redeemed, as such principal or Redemption Price and interest become due; provided 
that, in the case of Bonds which are to be redeemed prior to the maturity thereof, notice of such 
redemption shall have been given as in Article IV provided or provision satisfactory to the 
Trustee .shall have been made for the giving of such notice; 

provided, in each case, that the Trustee shall have been irrevocably instructed (by the terms of 
this Indenture or by Request of the Authority) to apply such money to the paydent of such 
principal or Redemption Price and interest with respect to such Bonds, and provided further, that 
with respect to the deposit of United States Government Obligations pursuant to subsection (B), 
the Trustee shall have received (i) a verification report from a firm of independent accountants or 
attorneys acceptable to the Trustee to the effect that the amount deposited is sufficient to make 
the payment specified therein and (ii) a defeasance opinion addressed to the Bond Insurer, if any, 
and the Credit Facility Provider, if any. 

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

ARTICLE XI 

MISCELLANEOUS 

SECTION 1 1 .O 1. Limited Liability of Authority. Notwithstanding anything this 
Indenture or in the Bonds contained, the Authority shall not be required to advance any moneys 
derived from any source other than the Revenues and other assets pledged under this Indenture 



for any of the purposes in this Indenture mentioned, whether for the payment of the principal or 
Redemption Price of or interest on the Bonds or for any other purpose of this Indenture. 

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

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

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

I 

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

SECTION 1 1.06. Severability of Invalid Provisions. If anyone or more of the provisions 
contained in this Indenture or in the Bonds shall for any reason be held to be invalid illegal or 
unenforceable in any respect, then such provision or provisions shall be deemed severable from 
the remaining provisions contained in this Indenture and such invalidity, illegality or 
unenforceability shall not affect any other provision of this Indenture, and this Indenture shall be 
construed as if such invalid or illegal or unenforceable provision had never been contained 
herein. The Authority hereby declares that it would have entered into this Indenture and each 
and every other Section, paragraph, sentence, clause or phrase hereof and authorized the issuance 
of the Bonds pursuant thereto irrespective of the fact that anyone or more Sections, paragraphs, 
sentences, clauses or phrases of this Indenture may be held illegal invalid or unenforceable. 

SECTION 1 1.07. Notices. 

(A) Any notice or request to or demand upon the Trustee shall be in writing and may 
be served or presented, and such demand may be made, at the Principal Office of the Trustee or 
at such other address as may have been filed in writing by the Trustee with the Authority. Any 
notice to or demand upon the Authority and the City shall be deemed to have been sufficiently 



given or served for all purposes by bking delivered or sent by confirmed facsimile transmission 
or by being deposited, postage prepaid, in a post office letter box, addressed as follows: 

(1) to the Authority at: 

Modesto Public Financing Authority 
C/O City of Modesto 
City Hall 
1010 Tenth Street, Suite 5200 
Modesto, CA 95353 
Attention: Auditor and Treasurer 
Telephone No.: (209) 577-537 1 
Facsimile No.: (209) 571 -5880 

(2) to the City at: 

City of Modesto 
10 10 Tenth Street, Suite 5200 
Modesto, CA 95353 
Attention: Finance Director 
Telephone No.: (209) 577-5371 
Facsimile No.: (209) 571 -5880 

(3) to the Trustee at: 

The Bank of New York Mellon Trust Company, N.A. 
550 Kearny Street, Suite 600 
San Francisco, CA 94108-2527 
Facsimile No.: (41 5) 399-1 647 

(4) to the Swap Provider at: 

Bank of America, N.A. 
Sears Tower 
233 South Wacker Drive, Suite 2800 
Chicago, IL 60606 
Attention: Swap Operations 
Telephone No.: (3 12) 234-2732 

' Facsimile No.: (866) 255-1444 

(5) to the Initial Credit Facility Provider: 

Bank of America, N.A. 
CA5-704-13-11 
3 15 Montgomery Street, 1 3th Flr. 
San Francisco, CA 94 104 
Telephone: (41 5) 953-9025 
Facsimile No.: (41 5) 622-5032 



(6) to Fitch Ratings: 

FitchRatings 
One State Street Plaza, 
38th Floor 
New York, NY 10004 
Telephone: (212) 908-0500 
Facsimile No: (2 12) 480-442 1 
pubfin~structured@sandp.com 

(7) to Standard & Poor's: 

Standard & Poor's 
55 Water Street 
New York, NY 10041 
Telephone: (212) 438-1000 or (212) 438-2000 
Facsimile No: (2 12) 438-2 13 1 

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

(B) The Trustee or the Authority, as appropriate, shall notify the Rating Agencies at 
the addresses listed in Section 11.07(A) of the occurrence of any of the following events: 

Expiration or termination of the Credit Facility or Liquidity 
Facility; 
Extension of the ~ x ~ i r a t i o n  Date of the Credit Facility or Liquidity 
Facility; 
Replacement of Credit Facility or Liquidity Facility with an 
Alternate Credit Facility or Alternative Liquidity Facility; , 
Redemption of any Series of Bonds; 
Acceleration of any Series of Bonds; 
Amendments to the Indenture, Lease Agreement, any of the . 

Facilities Leases, any related Credit Facility Reimbursement 
Agreement or any related Liquidity Agreement; 
Defeasing of any Series of Bonds pursuant to Section 10.03; 
Any mandatory tender of any Series of Bonds; or 
Any change in Mode for any Series of Bonds. 

SECTION 11.08. Consent Rights of the Bond Insurer; Bond Insurer Deemed Holder of 
Insured Bonds in Certain Circumstances. Whenever in this Indenture the consent of the Holders 
of the Insured Bonds is required, the consent of the Bond Insurer insuring such Insured Bonds 
shall be required in lieu thereof. A Bond Insurer shall be deemed to be the Holder of all related 
Insured Bonds then Outstanding insured by such Bond Insurer for purposes of exercising all 



remedies following the occurrence of an Event of Default, including without limitation 
acceleration of the principal represented by such Insured Bonds and the direction of the Trustee 
to exercise rights and powers conferred upon the Trustee pursuant to Article VII of this Indenture 
as provided in Section 7.05, so long as such Bond Insurer is itself not in default under the Bond 
Insurance Policy. Notwithstanding any other provision hereof any provision of this Indenture 
requiring the consent of, the giving of notice to, or control of proceedings by a Bond Insurer 
shall be in effect for so long as, and only during such time as (1) the Insured Bonds insured by 
such Bond Insurer are Outstanding and (2) no default shall have, occurred and be continuing by 
such Bond Insurer with respect to the payment provisions under the Insurance Policy issued by 
such Bond Insurer. 

SECTION 11.09. Evidence of Rights of Bondholders. Any, request, consent or other 
instrument required or permitted by this Indenture to be signed and executed by Bondholders 
may be in any number of concurrent instruments of substantially similar tenor and shall be 
signed or executed by such Bondholders in person or by an agent or agents duly appointed in 
writing. Proof of the execution of any such request, consent or other instrument or of a writing 
appointing any such agent, or of the holding by any Person of Bonds transferable by delivery, 
shall be sufficient for any purpose of this Indenture and shall be conclusive in favor of the 
Trustee and of the Authority if made in the manner provided in this Section. 

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

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

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

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



Bonds. In case of a dispute as to such right, any decision by the Trustee taken upon an Opinion 
of Counsel shall be full protection to the Trustee. 

SECTION 11.1 1. Money Held for Particular Bonds. The money held by the Trustee for 
the payment of the interest, principal or Redemption Price due on any date with respect to 
particular Bonds (or portions of Bonds in the case of Bonds redeemed in part only) shall, on and 
after such date and pending such payment, be set aside on its books and held in trust by it for the 
Holders of the Bonds entitled thereto, subject, however, to the provisions of Section 10.04. 

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

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

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

SECTION 1 1.15. Certain Affiliates Not Liable. No organization sponsored by the City 
nor any organization with whom it is affiliated in any manner is liable under the Indenture, or the 
Lease Agreement for the commitments of the City. 

SECTION 1 1.16. Governing Law. This Indenture shall be construed in accordance with 
and governed by the Constitution and the laws of the State of California. 

SECTION 1 1.17. Execution in Several Counterparts. This Indenture may be executed in 
any number of counterparts and each of such counterparts shall for all purposes be deemed to be 
an original; and all such counterparts, or as many of them as the Authority and the Trustee shall 
preserve undestroyed, shall together constitute but one and the same instrument. 



IN WITNESS WHEREOF, MODEST0 PUBLIC FINANCING AUTHORITY has 
caused this Indenture to be signed in its name by its duly authorized officers, and THE BANK 
OF NEW YORK MELLON TRUST COMPANY, N.A., in token of its acceptance of the trusts 
created hereunder, has caused this Indenture to be signed in its corporate name by its duly 
authorized officer, all as of the day and year first above written. 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 

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

Authorized Officer 



EXHIBIT A 

(FORM OF BOND) 

NEITHER THE FULL FAITH AND CREDIT OF THE AUTHORITY NOR THE CITY OF 
MODEST0 IS PLEDGED FOR THE PAYMENT OF THE INTEREST ON OR PRINCIPAL 
OF THE BONDS AND NO TAX OR OTHER SOURCE OF FUNDS OTHER THAN THE 
REVENUES HEREINAFTER REFERRED TO IS PLEDGED TO PAY THE INTEREST ON 
OR PRINCIPAL OF THE BONDS. NEITHER THE PAYMENT OF THE PRINCIPAL OF 
NOR INTEREST ON THE BONDS CONSTITUTES A DEBT, LIABILITY OR OBLIGATION 
OF THE CITY OF MODEST0 OR ANY OF THE PUBLIC AGENCIES WHO ARE PARTIES 
TO THE AGREEMENT CREATING THE AUTHORITY. 

NUMBER 

R- 1 

AMOUNT 

$65,170,000 

MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING AND CAPITAL IMPROVEMENT BOND 

SERIES 2008 

MATURITY DATE INITIAL INTEREST DATED DATE CUSIP NUMBER 
RATE 

September 1,2033 August 28,2008 

REGISTERED HOLDER: 

PRINCIPAL AMOUNT: SIXTY-FIVE MILLION, ONE HUNDRED AND SEVENTY 
THOUSAND DOLLARS 

MODEST0 PUBLIC FINANCING AUTHORITY, a joint exercise of powers authority 
duly organized and existing under the laws of the State of California (the "State"), particularly 
Article 1 of Chapter 5 of Division 7 of Title 1 of the Government Code of the State (the 
"Authority"), for value received, hereby promises to pay from the Revenues (as defined in the 
Indenture) and any other amounts pledged under the Indenture, dated as of August 1, 2008, by 
and between the Authority and The Bank of New York Mellon Trust Company, N.A. (together 
with any successor thereto, the "Trustee"), to the Registered Holder identified above or 
registered assigns, on the Maturity Date, stated above, the Principal Amount specified above, in 
lawful money of the United States of America, upon presentation and surrender hereof to the 
Trustee for cancellation; and to pay from such sources to the Registered Holder hereof as of the 
applicable Record Date by check mailed to'such Registered Holder at such Holder s address as it 
last appears on the registration books kept for that purpose at the office of the Trustee (unless 
otherwise specified in the Indenture), interest hereon in like lawful money from the Dated Date 
stated above, or thereafter from the date to which interest has already been paid, payable on each 



Interest Payment Date (as defined in the Indenture), until payment of the Principal Amount 
hereof has been discharged as provided in the Indenture. Capitalized terms used herein have the 
meanings ascribed thereto in the Indenture. 

The term of the Series 2008 Bonds will be divided into consecutive Interest Periods 
during each of which the Series 2008 Bonds shall bear interest at a Daily Rate, Weekly Rate, 
Flexible Rate or Term Rate. The initial Interest Period for the Series 2008 Bonds shall be a 
Weekly Rate Period. The Series 2008 Bonds shall initially evidence interest at the Initial Interest 
Rate specified above for the period commencing on and including the Dated Date and ending on 
and including September 2, 2008, with interest payable on each Interest Payment Date. The 
Interest Period on the Series 2008 Bonds thereafter may be changed from time to time to a Daily 
Rate Period, Weekly Rate Period, Flexible Rate Period or a Term Rate Period and thereafter 
again changed as described in the Indenture. 

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

This Bond is one of a duly authorized issue of bonds of the Authority designated 
Modesto Public Financing Authority m ease Revenue Refunding and Capital Improvement 
Bonds, Series 2008, issued in the aggregate principal amount of $65,170,000 (the Series 2008 
Bonds) and pursuant to the provisions of Sections 6540 et seq. of the Government Code of the 
State (the "Act) and the Indenture. 

The Series 2008 Bonds are issued to provide funds to finance or refinance the cost of the 
acquisition and construction of certain facilities (the "Project"). The Bonds are limited 
obligations of the Authority and are payable, as to interest thereon and principal thereof, solely 
from certain proceeds of the Bonds held in certain funds and accounts pursuant to the Indenture 
and the Revenues (as defined in the Indenture) derived from Base Rental Payments and other 
payments made by the City of Modesto (the "City"), and all interest or other investment income 
thereon, pursuant to the Lease Agreement, dated as of August 1, 2008, as amended from time to 
time (collectively, the "Lease Agreement"), by and between the Authority and the City, and the 
Authority is not obligated to pay the interest or premium, if any, on and principal of the Bonds 
except from the Revenues. All Bonds are equally and ratably secured in accordance with the 
terms and conditions of the Indenture by a pledge of and charge and lien upon the Revenues, and 
the Revenues constitute a trust fund for the security and payment of the interest or premium, if 
any, on and principal of the Bonds as provided in the Indenture. The full faith and credit of the 
Authority and the City are not pledged for the payment of the interest or premium, if any, on or 
principal of the Bonds. No tax shall ever be levied to pay the interest on or principal of the 
Bonds. The Bonds are not secured by a legal or equitable pledge of or charge or lien upon any 
property of the Authority or any of its income or receipts except the Revenues, and neither the 
payment of the interest on nor principal of the Bonds is a debt, liability or general obligation of 
the Authority, the City or any member of the Authority for which such entity is obligated to levy 
or pledge any form of taxation. Additional Bonds payable from the Revenues may be issued 
which will rank equally as to security with the Series 2008 Bonds, but only subject to the 
conditions and upon compliance with the procedures set forth in the Indenture. 



This Bond and the Series of which it forms a part are issued pursuant to and in full 
compliance with the constitution and laws of the State and pursuant to the Indenture. The Bond 
is a special and limited obligation of the Authority and will be payable solely from and secured 
exclusively by payments, revenues and other amounts pledged thereto in the Indenture. The 
Bonds do not represent or constitute a debt of the City or the State or any political subdivision 
thereof within the meaning of the provisions of the constitution or statutes of the State or a 
pledge of the faith and credit of the City or the State, or any political subdivision thereof, and the 
Bonds do not grant to owners or holders thereof any right to have the Authority or the State, or 
any political subdivision thereof, levy any taxes or appropriate funds for the payment of the 
principal thereof or interest thereon. The Authority has no taxing power. 

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

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

The Series 2008 Bonds are subject to extraordinary redemption, prior to their stated 
maturity, at the option of the Authority, as provided in the Indenture. The Series, 2008 Bonds are 
also subject to redemption at the option of the Authority at the times and at the Redemption Price 
as set forth in the Indenture. The Series 2008 Bonds are also subject to redemption in part prior 
to their stated maturity from Sinking Fund Installments established pursuant to the Indenture on 
any September 1, on or after September 1, 2009 at the principal amount thereof, together with 
interest accrued thereon to the date fixed for redemption, without premium, as set forth in the 
Indenture. 

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

The Series 2008 Bonds are subject to mandatory tender as provided in the Indenture. 

If, on the date of payment, moneys for the payment of all the Bonds to be redeemed or 
maturing, together with interest to the date of payment shall be available with the Trustee for 



such payment on said date, then from and after the date of payment, interest on such Bonds shall 
cease to accrue and become payable. 

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

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

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

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

' any notice to the contrary. 

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



IN WITNESS WHEREOF, MODEST0 PUBLIC FINANCING AUTHORITY has 
caused this Bond to be executed in its name and on its behalf by the manual or facsimile 
signature of its Chairman and attested by the manual or facsimile signature of its Secretary, all as 
of the date set forth above. 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
Chairman 

Attest: 

Secretary 

SFI 1502602 4792210 



[FORM OF TRUSTEES CERTIFICATE OF AUTHENTICATION 
AND REGISTRATION] 

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

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

By: 
Authorized Signatory 



[FORM OF ASSIGNMENT] 

For value received, the undersigned do(es) hereby sell, assign and transfer unto 
the within mentioned Bond and hereby irrevocably constitute(s) and 

appoint(s) , attorney, to transfer the same on the books of the within named 
Trustee; with full power of substitution in the premises. 

Dated: By: 

Signature Guaranteed By: 

NOTICE: Signature must be guaranteed by 
an eligible guarantor institution. 



EXHIBIT B 

FORM OF REQUISITION - PROJECT FUND 

REQUISITION N O .  - PROJECT FUND 

Re: Modesto Public Financing Authority Lease Revenue Refunding and Capital Improvement 
Bonds, Series 2008 

The City of Modesto (the "City") hereby requests The Bank of New York Mellon Trust 
Company, N.A. (the Trustee"), as trustee under that certain Indenture (the Indenture) between 
the Modesto Public Financing Authority (the "Authority") and the Trustee, dated as of August 1, 
2008 relating to the Authority's Lease Revenue Refunding and Capital Improvement Bonds, 
Series 2008 (the Bonds"), to pay to the following persons the following amounts for the 
following purposes from the Project Fund: 

Item No. Amount Purpose 

The Authority hereby'certifies that obligations in the amounts stated above have been 
incurred by the Authority or the City (as agent of the Authority) and are presently due and 
payable, and that each item is a proper charge against the indicated fund and has not been 
previously paid from said fund or from the proceeds of the Bonds. 

Dated: 
CITY OF MODEST0 

By: 
Authorized Representative 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
Authorized Representative 



EXHIBIT C 

FORM OF REQUISITION - COSTS OF ISSUANCE FUND 

REQUISITION NO. - - COSTS OF ISSUANCE FUND 

TO: The Bank of New York Mellon Trust Company, N.A. 

RE: Disbursement from the Cost of Issuance Fund pursuant to Section 3.03 of the Indenture, 
dated as of August 1, 2008 (the "Indenture"), by and between THE BANK OF NEW 
YORK MELLON TRUST COMPANY, N.A., as Trustee (the "Trustee") and MODEST0 
PUBLIC FINANCING AUTHORITY (the "Authority") relating to Modesto Public 
Financing Authority Lease Revenue Refunding and Capital Improvement Bonds, Series 
2008 

You are hereby instructed to pay as Costs of Issuance of the Authority's Lease Revenue 
Refunding and Capital Improvements Bonds, Series 2008 (the "Series 2008 Bonds") from the 
Cost of Issuance Fund as provided in Section 3.03 of the Indenture the amounts set forth on 
Exhibit C hereto, to the persons or entities designated therein as Payee. These Costs of Issuance 
have been properly incurred, are a proper charge against the Costs of Issuance Fund and have not 
been the basis of any previous disbursements. 

Dated: ,200-. 
MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
Authorized Representative 

SFI 1502602 4792210 



Schedule A 

Item No. Payee Amount Purpose 
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Recording requested by 
and return to: 

CITY OF MODEST0 
C/O Sidley Austin LLP 
555 California Street, Su,ite 2000 
San Francisco, California 94 104 

Attention: Ty H. Conner, Esq. 

LEASE AGREEMENT 

between the 

MODEST0 PUBLIC FINANCING AUTHORITY, 
as lessor 

and the 

CITY OF MODEST0 
as lessee 

Dated as of August 1,2008 

THIS TRANSACTION IS EXEMPT FROM FILING FEES PURSUANT TO CALIFORNIA GOVERNMENT CODE SECTION 6103 AND 
TRANSFER TAXFS PURSUANT TO CALIFORNIA REVENUE AND TAXATION CODE SECTION 11928 
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LEASE AGREEMENT 

THIS LEASE AGREEMENT, dated as of August 1, 2008, by and between the 
MODEST0 PUBLIC FINANCING AUTHORITY, a joint powers agency duly organized and 
existing under the laws of the State of California, as lessor (the  authori it^'^), and the CITY OF 
MODESTO, California, a charter city and a municipal corporation duly organized and existing 
under the laws of the State of California, as lessee (the bbC&"); 

W I T N E S S E T H :  ----------- 

WHEREAS, the Authority is authorized to issue its obligation pursuant to the Marks- 
Roos Local Bond Pooling Act of 1985, constituting Article 4, Chapter 5, Division 7, Title 1 
(commencing with Section 6584) of the California Government Code, as amended (the "qct"), 
for its purposes, including providing funds under a program to finance or refinance the "Cost" of 
various "Public Capital Improvements" (within the respective meanings of such terms in 
Sections 6585(d) and (g) of the Act); and 

WHEREAS, the City is a "local agency" (within the meaning of such term in 
Section 6585(f) of the Act, a "Local Agency") and intends to, in conjunction with the City- 
County Capital Improvements and Financing Agency (the "Financin~ Anencv") and the 
Redevelopment Agency of the City of Modesto (the "Redeveloument Agency"), refinance 
various "Public Capital Improvements" as defined under the Act; and 

WHEREAS, in conjunction with the refinancing, the City has determined to refbd the 
Authority's Lease Revenue Bonds, Series 1998 (Capital Improvements and Refinancing Project) 
(the "1998 Bonds") and Lease Revenue Refunding and Capital Improvements Bonds, Series 
2007 (the "2007 Bonds" and, together with the 1998 Bonds, the "Prior Bonds"); and 

WHEREAS, in furtherance of the refunding of the Prior Bonds, the Redevelopment 
Agency has entered into a Facilities Lease (Parking Garage) (recorded concurrently herewith), 
dated the date hereof, with the Authority (the ''Parkin? Garage Facilities Lease") wherein the 
Redevelopment Agency will lease to the Authority certain real property and improvements (the 
"Parking Garage Facilities"); and 

WHEREAS, in furtherance of the refunding of the Prior Bonds, the City has entered into 
a Facilities Lease (City Police Facilities and Miscellaneous Facilities) (recorded concurrently 
herewith), dated the date hereof, with the Authority (the "Police Facilities and Miscellaneous 
Facilities Lease") wherein the City will lease to the Authority certain real property and 
improvements (the "Police Facilities" and the "Miscellaneous Facilities"); and 

WHEREAS, in furtherance of the refunding of the Prior Bonds, the Financing Agency 
has entered into a Facilities Lease (City-County Administration Building) (recorded concurrently 
herewith), dated the date hereof, with the Authority (the "Citv-Coimtv Administration Facilities 
Lease"), wherein the Financing Agency will lease to the Authority certain real property and 
improvements (the "City-County Administration Facility"); and 



WHEREAS, in furtherance-of the refbnding of the Prior Bonds, the City has entered into 
a Facilities Lease (Communications Dispatch Center) (recorded concurrently herewith), dated 
the date hereof, with the Authority (the "Ciw Communications Facilities Lease" and, together 
with the Parking Garage Facilities Lease, Police Facilities and Miscellaneous Facilities Lease 
and City-County Administration Facilities Lease, the "Facilities Leases") wherein the City will 
lease to the Authority certain real property and improvements (the "Citv Communications 
Facility," and together with the Parking Garage Facilities, Police Facilities, Miscellaneous 
Facilities and City-County Administration Facility, the "Facilities"); and 

WHEREAS, the Authority proposes to lease the Facilities together with certain other real 
property and improvements, as more particularly described on Exhibit C hereto (the "Leased 
Property"), to the City and the City proposes to lease the Leased Property from the Authority, 
pursuant to and in accordance with the terms of this Lease Agreement; and 

WHEREAS, in order to provide funds to finance the refunding of the Prior Bonds, the 
Authority has authorized the issuance of its Lease Revenue Refunding Bonds, Series 2008, in 
one or more series of bonds (the "Series 2008 Bonds") in an aggregate principal amount not to 
exceed $75,000,000; and 

WHEREAS, the Bonds will be issued and secured under a certain Indenture, dated as of 
August 1, 2008 (the "Indenture") by and between the Authority and The Bank of New York 
Mellon Trust Company, N.A., as trustee (the "Trustee"); and 

WHEREAS, the City has found and determined that the Leased Property, as of the date 
hereof, has fair value sufficient to make certain Base Rental Payments (as hereinafter defined) as 
set forth in Section 3.0 1 hereof; 

WHEREAS, all acts; conditions and things required by law to exist, to have happened 
and to have been performed precedent to and in connection with the execution and entering into 
of this Lease Agreement do exist, have happened and have been performed in regular and due 
time, form and manner as required by law, and the parties hereto are now duly authorized to 
execute and enter into this Lease Agreement; and 

WHEREAS, the Authority has assigned all of its rights, title and interest under this Lease 
Agreement to the Trustee under the Indenture as security for the Bonds; 

NOW, THEREFORE, in consideration of the above premises and of the mutual 
covenants hereinafter contained and for other good and valuable consideration, the parties hereto 
agree as follows: 

ARTICLE I 

DEFINITIONS AND EXHIBITS 

Section 1.01. Definitions and Rules of Construction. Unless defined herein, or the 
context otherwise requires, the capitalized terms used herein shall for all purposes of this Lease 
Agreement, have the meanings herein specified, which meanings shall be equally applicable to 
both the singular and plural forms of any of the terms herein defined. Capitalized terms not 



otherwise defined herein shall have the meanings assigned to such terms in the Indenture. The 
terms "hereby," "hereof," "hereto," "herein," "hereunder" and any similar terms, as used in this 
Lease Agreement, refer to this Lease Agreement as a whole. 

"Additional Pavments" means all amounts payable to the Authority or the Trustee or any 
other person fiom the City as Additional Payments pursuant to Section 3.02 hereof. 

"Authoritf means (i) Modesto Public Financing Authority, acting as lessor hereunder; 
(ii) any surviving, resulting or transferee entity; and (iii) except where the context requires 
otherwise, any assignee of the Authority, 

"Base Rental Payment" means any payment due fiom the City to the Authority under 
Section 3.01 hereof. 

"Base Rental Pawnent Schedule" means the schedule of Base Rental Payments payable 
.to the Authority fiom the City pursuant to Section 3.01 hereof and attached hereto as Exhibit A, 
as it may from time to time be supplemented, modified or amended pursuant Section 11.06 
hereof. 

"Bonds" means, collectively, the Series 2008 Bonds and any Additional Bonds issued, 
and at any time Outstanding, pursuant to the Indenture. 

"C&" means the City of ~ o d e s t i ,  a charter city and a municipal corporation duly 
organized and existing under the laws of the State, and a Local Agency under the Act, its 
successors and assigns. 

"Citv-County Administration Building" means the one-half interest in the City-County 
Administration Building constituting a Leased Unit of the Leased Property, as more hlly 
described in Exhibits B and C hereto. 

"Communication Dispatch Center" means the communication dispatch center 
constituting a Leased Unit of the Leased Property, as more fully described in Exhibits B and C 
hereto. 

"County*' means the County of Stanislaus, California, a political subdivision organized 
and existing by virtue of the laws of the State of California. 

"Deferred Rental" shall have the meaning specified in Section 3.04 hereof. 

"Event of Default" shall have the meaning specified in Section 6.01 hereof. 

"Facilities Leases" means collectively the (i) Parking Garage Facilities Lease, (ii) City 
Communications Facilities Lease, (iii) Police Facilities and Miscellaneous Facilities Lease and 
(iv) City-County Administration Facilities Lease. 

"Financing A ~ e n c ~ "  means the City-County Capital Improvements and Financing 
Agency, duly organized and existing under a Joint Exercise of Powers Agreement, dated 
December 17,1996, by and between the County of Stanislaus and the City. 



"Indenture" means the bond indenture, dated as of August 1, 2008, by and among the 
Trustee and the Authority and acknowledged by the City, pursuant to which the Trustee will 
execute and deliver the Series 2008 Bonds, as originally executed or as it may from time to time 
be supplemented, modified or amended by a Supplemental Indenture entered into pursuant to the 
provisions of the Indenture. 

"Insurance Consultant" means any independent, qualified person or firm reasonably 
believed by the City to be knowledgeable with respect to insurance carried by, required for and 
available to the City of Modesto, including a pooled self-insurance program in which premiums 
are established on the basis of the recommendation of an actuary of national reputation. 

"Lease Agreement" means this Lease Agreement, including all Exhibits hereto, and any 
duly authorized and executed amendment or supplement hereto. 

"Leased Unit(s)" means (i) the Public Parking Garage and related improvements, 
including the Site thereof, (ii) the City's interest in the City-County Administration Building, 
including the Site upon which such facility is constructed, including the rights and interests of 
the City to the use of common areas located on the City-County Administration Site, (iii) the 
City's undivided one-half interest in and to the Communications Dispatch Center, including the 
City's undivided one-half interest in the Site thereof, (iv) the City's interest in and to the Police 
Facilities, including the Site thereof, and (v) the City's interest in and to the Miscellaneous 
Facilities, all as set forth in Exhibit B and C hereto, together with any additional real property 
added or substituted thereto by any supplement or amendment hereto, as provided in Section 
2.03 hereto. 

"Leased Property" means, collectively, all of the Leased Units, each situated in the City, 
described in Exhibits B and C attached hereto and made a part hereof, together with any 
additional real property added or substituted thereto by any supplement or amendment hereto, as 
provided in Section 2.03 hereof. 

"Master Ameement" means that certain Master Agreement, dated as of July 27, 1997, by 
and among the County, the City, the Redevelopment Agency, and the Financing Agency. 

"Maximum Annual Base Rental Pavment" means $6,500,000 being the maximum annual 
amount (exclusive of Deferred Rental) payable to the Authority from the City as Base Rental 
Payment for any Rental Payment Period. 

"Miscellaneous Facilities" means the miscellaneous facilities, collectively constituting a 
Leased Unit of the Leased Property, as more fully described in Exhibits B and C hereto. 

"Permitted Encumbrances" shall have the meaning specified in the Indenture. 

"Police Facilities" means the police headquarters building and police operations building , .  

constituting a Leased Unit of the Leased Property, as more fully described in Exhibits B and C 
hereto. 

"Proiect" has the meaning set forth in the Indenture. 



"Public Parkinp Garage" means the public parking garage constituting a Leased Unit of 
the Leased Property, as more fully described in Exhibits B and C hereto. 

"Redevelovment A~encv" means the Redevelopment Agency of the City. 

"Reimbursement Agreement" means the Reimbursement Agreement, originally dated as 
of March 1, 1998, as amended through the date hereof, by and between the City and the 
Redevelopment Agency. 

"Related Obli~ations" means the obligations of the Authority under any hedge agreement 
(including without limitation, any Swap), credit agreement, liquidity agreement or similar 
agreement or, State vehicle license intercept program, or tax increment reimbursement 
agreement, entered into in connection with or related to any Series of Bonds, including the Series 
2008 Interest Rate Swap Agreement (as defined in the Indenture) and the Initial Credit Facility 
Reimbursement Agreement (as defined in the Indenture). 

"Rental Payment Period" means the twelve month period commencing August 15 of each 
year and ending the following August 14, and the initial period commencing on the effective date 
hereof and ending the following August 14,2009. 

''m means the State of California. 

"Series 2008 Bonds" means the Bonds designated "Modesto Public Financing Authority 
Lease Revenue Refimding Bonds, Series 2008" issued by the Authority under and pursuant to 
Section 2.0 1 of the Indenture. 

"Series 2008 Proiect" means the refunding.of all of the 1998 Bonds and the 2007 Bonds 
and payment of any costs associated with financing of said project, as the same may be amended 
from time to time as provided herein. 

"Site" - means, as applicable, (i) the Communications Building Site (Parcel No. 1 as 
described on Exhibit C hereto), (ii) the Police Facilities and the Miscellaneous Facilities Site 
(Parcels Nos. 2 and 5 through 14, inclusive and Parcel 16 as described on Exhibit C hereto), 
(iii) City-County Administration Building Site (Parcel No. 3 as described on Exhibit C hereto), 

. and (iv) the Public Parking Garage Site (Parcel Nos. 4 and 15 as described on Exhibit C hereto). 

"Trustee" means the Trustee appointed under the terms of the Indenture. 

"Underwriter" means, collectively, Banc of America Securities LLC, as the original 
purchasers of the Bonds. 

Section 1.02. Exhibits. The following Exhibits are attached to, and by reference made a 
part of, this Lease Agreement: 

Exhibit A: Description of Estimated Annual Base Rental Payments to be paid by 
the City to the Trustee, as assignee of the Authority. 

Exhibit B: General Description of the Leased Property. 



Exhibit C: Legal description of the Sites. 

Exhibit D: Addresses for Notices. 

ARTICLE I1 

LEASE OF LEASED PROPERTY; 
TERM; REMOVAL OR SUBSTITUTION 

Section 2.01. Lease of Leased Property. The Authority hereby leases to the City and the 
City hereby leases fiom the Authority the Leased Property, subject, however, to all easements, 
encumbrances, and restrictions that exist at the time of the commencement of the term of this 
Lease Agreement. The Leased Property shall consist of the real properties described in 
Exhibits B and C, as the same may be amended fiom time to time, pursuant to Section 2.03 
herein. 

Section 2.02. Term: Occupancv. The term of this Lease Agreement shall commence on 
the date of recordation of this Lease Agreement in the office of the County Recorder of 
Stanislaus County, State of California, or on August 28,2008, whichever is earlier, and shall end 
on September 1,2033, unless such term is extended or sooner terminated as hereinafter provided. 
If on such termination date, the Series of Bonds corresponding to the Base Rental Payments 
attributable to the Leased Property, or if applicable, the related Leased Unit, and all other 
amounts then due hereunder with respect to such Leased Property or Leased Unit (as the case 
may be), including any Reserve Facility Costs and amounts due under any Related Obligations, 
shall not be fully paid, or if the rental payable hereunder with respect to such Leased Property or 
Leased Unit (as the case may be) shall have been abated at any time and for any reason, then the 
term of this Lease Agreement with respect to such Leased Property or Leased Unit (as the case 
may be) shall be extended until all Bonds and Related Obligations of such Series corresponding 
to the Base Rental Payments attributable to such Leased Property or Leased Unit. (as the case 
may be) and all other amounts then due hereunder with respect to such Leased Property or 
Leased Unit (as the case may be), including any Reserve Facility Costs -and amounts due under 
any Related Obligations, shall be fully paid, except that the term of this Lease Agreement as to 
such Leased Property or Leased Unit (as the case may be) shall in no event be extended beyond 
ten (10) years after such date. If prior to such date, all Bonds of a Series corresponding to the 
Base Rental Payments attributable to the Leased Property, or if applicable, the related Leased 
Unit and all other amounts then due hereunder with respect to such Leased Property or Leased 
Unit (as the case may be), including any Reserve Facility Costs and amounts due under any 
Related Obligations, shall be filly paid, or provision therefor made, the term of this Lease 
Agreement with respect to such Leased Property or Leased Unit (as the case may be) shall end 
ten (10) days thereafter or upon written notice by the City to the Authority, whichever is earlier. 

Section 2.03. Removal or Substitution of Leased Property. Pursuant to Section 6.08 of 
the Indenture, the City may remove or substitute real property as part of the Leased Property for 
purposes of the Lease Agreement, but only after the City shall have filed with the Authority and 
the Trustee, with copies to each rating agency then providing a rating for the Bonds, all of the 
following: 



(i) Executed copies of the Lease Agreement or amendments thereto 
containing the amended description of the Leased Property, including the legal 
description of the Leased Property as modified if necessary; 

(ii) A Certificate of the City with copies of the Lease Agreement or a site 
lease, if needed, or amendments thereto containing the amended description of the Leased 
Property stating that such documents have been duly recorded in the official records of 
the County Recorder of Stanislaus County, State of California; 

(iii) A Certificate of the City evidencing that the annual fair rental value of the 
Leased Property which will constitute the Leased Property after such removal or 
substitution will be at least equal to 100% of the maximum amount of Base Rental 
Payments for all Series of Bonds becoming due in the then current year ending August 14 
through and including each year during which any Series of Bonds would be Outstanding 
or in any subsequent year ending August 14 through and including each year during 
which any Series of Bonds would be Outstanding; 

(iv) A Certificate of the City stating that, based upon review of such 
instruments, certificates or any other matters described in such Certificate of the City, the 
City has good merchantable title to the Leased Property which will constitute the Leased 
Property after such substitution. The term "good merchantable title" shall mean such title 
as is satisfactory and sufficient for the needs and operations of the City; 

(v) A Certificate of the City stating that such removal or substitution does not 
adversely affect the City's use and occupancy of the Leased Property; 

(vi) An Opinion of Counsel (as such term is defined in the Indenture) stating 
that such amendment or modification (i) is authorized or permitted by the Constitution 
and laws of the State and the Indenture; (ii) complies with the terms of the Constitution 
and laws of the State and of this Indenture; (iii) will, upon the execution and delivery 
thereof, be valid and binding upon the Authority and the City; and (iv) will not cause the 
interest on the Bonds to be included in gross income for federal income tax purposes; 

(vii) An ALTA Leasehold Title Insurance Policy meeting the requirements of 
Section 5.05; and 

(viii) Written Consent of the applicable Bond Insurer, Credit Facility Provider, 
or Liquidity Facility Provider. 

ARTICLE I11 

RENTAL PAYMENTS; USE OF PROCEEDS 

Section 3.01. Base Rental Payments. The City agrees to pay to the Authority, as Base 
Rental Payments for the use and occupancy of each Leased Unit of the Leased Property (subject 



to the provisions of Sections 3.04, 3.06 and 7.01 of this Lease Agreement) annual rental 
payments, in accordance with the Base Rental Payment Schedule attached hereto as Exhibit A 
and made a part hereof. Base Rental Payments shall be calculated on an annual basis, for'the 
twelve-month periods commencing on August 15 and ending on August 14, except that the first 
Rental Payment Period shall commence on the date of recordation of this Lease Agreement or a 
memorandum thereof in the office of the County Recorder of the County of Stanislaus, State of 
California and shall end on August 14,2009. Thereafter, Base Rental Payments shall be made in 
twelve (12) monthly installments, payable on the fifteenth (15th) day of each calendar month 
(each, together with the prior referenced semi-annual payment dates a "Base Rental Payment 
Date"). Base Rental Payments for each annual period shall be based upon the estimated Base 
Rental Payments as set forth in the B k e  Rental Payment Schedule in Exhibit A, provided that in 
the event that the amount required by the Authority to pay the principal of and interest on the 
Bonds and any Related Obligations varies from such Base Rental Payment Schedule, the City 
shall be obligated to increase the payment in any Rental Payment Period to an amount equal to 
the Maximum Annual Base Rental Payment, plus any Deferred Rental as described in 
Section 3.04 below; and provided further that to the extent the Authority has received revenues 
available to pay debt service on the Bonds and any amounts due with respect to the Related 
Obligations and the Authority has deposited such revenues with the Trustee by the business day 
preceding the fifteenth (1 5th) day of any month in which a Base Rental Payment is due, the City 
shall receive a credit to the extent of such revenues on the installment of the Base Rental 
Payment for said month. 

Each annual payment of Base Rental Payments (to be payable in installments as 
aforesaid) shall be for the use of the Leased Property for the twelve (12) month period 
commencing on August 15 of the period in which such installments are payable. 

For the purpose of calculating the amount of Base Rental Payments relating to additional 
Series of Bonds and Related Obligations bearing interest at a variable rate, the Authority shall 
assume an interest rate of twelve percent (12%) per annurn or such lower rate as shall be agreed 
to by the City and Authority and evidenced in a schedule attached hereto. If a Series of Bonds 
are in the Fixed Rate Mode or are converted to the Fixed Rate Mode, the Base Rental Payments 
may be made on a semiannual basis pursuant to a schedule prepared by the Authority and agreed 
to by the City. 

If the term of this Lease Agreement shall have been extended pursuant to Section 2.02 
hereof, Base Rental Payment installments shall continue to be due on the fifteenth (15th) day of 
each calendar month in each year, and payable prior thereto as hereinabove described, continuing 
to and including the date of termination of this Lease Agreement. Upon such extension of this 
Lease Agreement, the City shall deliver to the Trustee a Certificate setting forth the extended 
rental payment schedule, which schedule shall establish the Base Rental Payments at Maximum 
Annual Base Rental Payment or such lesser amount sufficient to pay all unpaid principal and 
interest on any Series of Bonds and Related Obligations plus interest and to pay any Reserve 
Facility Costs. 

The City and the Authority hereby agree that on each day on which Base Rental 
Payments are payable during the term of the lease of the Leased Property, there shall be applied 
as a credit against the Base Rental Payments payable on such date for the Leased Property the 



amounts by which such Base Rental Payments for the Leased Property when added to the funds 
held pursuant to the Indenture (other than the Reserve Fund) and available to pay debt service on 
the Bonds and any Related Obligations exceeds such payment obligations due and payable on or 
before the fifteeith day of the immediately succeeding month. 

Section 3.02. Additional Payments. The City shall also pay such amounts (herein called 
the "Additional Payments") as shall be required by the Authority for the payment of all costs and 
expenses incurred by the Authority in connection with the execution, performance or 
enforcement of this Lease Agreement or any pledge of Base Rental Payments payable hereunder, 
the Indenture, the Reserve Facility, its interest and the lease of the Leased Property to the City, 
including but not limited to payment of all fees, costs and expenses and all administrative costs 
of the Authority related to the Bonds, the Related Obligations, the Leased Property and the 
Project, including, without limiting the generality of the foregoing, salaries and wages of 
employees, all expenses, compensation and indemnification of the Trustee payable by the 
Authority under the Indenture, fees and expenses of the Credit Facility Provider, including 
without limitation all fees payable pursuant to the Credit Facility Reimbursement Agreement, 
fees of auditors, accountants, auction agents, broker-dealers or attorneys, and fees and expenses 
payable to any applicable Bond Insurer, Credit Facility Provider or Liquidity Facility Provider, 
and all other necessary administrative costs of the Authority or charges required to be paid by it 
in order to maintain its existence or to comply with the terms of the Bonds or of the Indenture; 
but not including in Additional Payments amounts required to pay the principal of or interest on 
the Bonds or the portion of the Reserve Facility Costs related thereto or payments on Related 
Obligations or the payment of any Regular Swap Payments or Extraordinary Swap Payments. 

Such Additional Payments shall be billed to the City by the Authority or the Trustee from 
time to time, together with a statement certifying that the amount billed has been paid by the 
Authority or by the Trustee on behalf of the Authority, for one or more of the items above 
described, or that such amount is then payable by the Authority or the Trustee for such items. 
Amounts so billed shall be paid by the City to the billing paity within 30 days after receipt of the 
bill by the City. The City reserves the right to audit billings for Additional Payments although 
exercise of such right shall in no way affect the duty of the City to make full and timely payment 
for all Additional Payments. 

The Authority has issued and may in the future issue bonds and has entered into and may 
in the future enter into leases to finance facilities other than the Leased Property and the Project. 
The administrative costs of the Authority shall be allocated among said facilities and the Leased 
Property, as hereinafter in this paragraph provided. The fees of the Trustee under the Indenture, 
and any other expenses directly attributable to the Leased Property shall be included in the 
Additional Payments payable hereunder. The fees of any trustee or paying agent under any 
indenture securing any additional Series of Bonds of the Authority, and any other expenses 
directly attributable to any facilities other than the Leased Property, shall not be included in the 
administrative costs of the Leased Property and shall not be paid from the Additional Payments 
payable hereunder. Any expenses of the Authority not directly attributable to any particular 
leased property or project of the Authority shall be equitably allocated among all such leased 
property or projects, including the Project, in accordance with sound accounting practice. In the 
event of any question or dispute as to such allocation, the written opinion of an independent firm 
of certified public accountants, employed by the Authority to consider the question and render an 



opinion thereon, shall be a final and conclusive determination as to such allocation. The Trustee 
may conclusively rely upon the Written Request of the Authority, with the approval of a duly 
authorized representative of the City, endorsed thereon, in making any determination that costs 
are payable as Additional Payments hereunder, and shall not be required to make any 
investigation as to whether or not the items so requested to be paid are expenses of operation of 
the Leased Property. 

Section 3.03. Fair Rental Value. The payment of up to the Maximum Annual Base 
Rental Payment and Additional Payments for each rental period during the term of this Lease 
Agreement shall constitute the total rental for said rental period and shall be paid by the City in 
each Rental Payment Period for and in consideration of the right of use and occupancy of, and 
continued quiet use and enjoyment of, the Leased Property during each such period for which 
said rental is to be paid. The parties hereto have agreed and determined that such totd rental 
payable for each Rental Payment Period, up to the Maximum Annual Base Rental Payment, as 
such amount may be adjusted for Deferred Rental, represents the fair rental value of the Leased 
Property for each such period. In making such determination, consideration has been given to the 
appraised value of the.Leased Property, costs of acquisition, demolition, site preparation, design, 
construction and financing of the Leased Property, other obligations of the parties under this 
Lease Agreement, the uses and purposes which may be served by the Leased Property and the 
benefits therefrom which will accrue to the City and the general public. 

Section 3.04. Pament Provisions: Deferred Rental. At the request of the City, the 
Authority is issuing the Series 2008 Bonds as variable rate bonds, and entering into an interest 
rate swap transaction in an effort to provide a lower cost to the City for the lease of the Leased 
Property. It is contemplated by the parties hereto that the amount of Base Rental Payments to be 
payable by the City to the Authority during each Rental Payment Period will be equal to the 
estimated Base Rental Payments shown in Exhibit A. In the event that the amount needed in 
such Rental Payment Period by the Authority to pay the principal of and interest on the Bonds 
and any Related Obligations is more than the estimated Base Rental Payments for such Rental 
Payment Period, the City will be obligated to pay up to the Maximum Annual Base Rental 
Payment for such Rental Payment Period. Further, the City agrees that if in any year the 
Maximum Annual Base Rental Payment exceeds the amount needed by the Authority to pay the 
principal of and interest on the Bonds and any Related Obligations coming due on or before 
September 1 following the end of such Rental Payment Period, the excess amount may be 
deferred by the Authority, at its sole option, on such terms and conditions as it shall determine 
are necessary to protect the interests of the owners of the Bonds and the Providers of any Related 
Obligations, and thereupon such excess amount (the "Deferred Rental") need not be paid by the 
City to the Authority at that time, but instead shall be deferred until such subsequent time as the 
Authority shall have need for such payment; provided, however, however, that notwithstanding 
anything herein to the contrary, that the Deferred Rental shall not cause the Base Rental Payment 
in any Rental Payment Period to exceed the lesser of (i) 150% of the estimated Base Rental 
Payment for such Rental Payment Period as shown in Exhibit A or (ii) the Maximum Annual 
Base Rental Payment, as adjusted for Deferred Rental for such Rental Payment Period. 

Each installment of Base Rental Payments and Additional Payments payable hereunder 
shall be paid in lawful money of the United States of America to or upon the order of the 
Authority at the corporate trust, office of the Trustee, or such other place as the Authority shall 



designate. Any such installment of rental accruing hereunder which shall not be paid when due 
and payable under the terms of this Lease Agreement shall bear interest at the rate of twelve 
percent (12%) per annum, or such lesser rate of interest as may be permitted by law, from the 
date when the same is due hereunder until the same shall be paid. Notwithstanding any dispute 
between the Authority and the City, the City shall make all Base Rental Payments and Additional 
Payments when due without deduction or offset of any kind and shall not withhold any Base 
Rental Payments or Additional Payments pending the final resolution of such dispute. In the 
event of a determination that the City was not liable for said Base Rental Payments or Additional 
Payments or any portion thereof, said payments or excess of payments, as the case may be, shall 
be credited against subsequent Base Rental Payments or Additional Payments due hereunder or 
refunded at the time of such determination. Amounts required to be deposited by the City with 
the Trustee pursuant to this Section on any date shall be reduced to the extent of amounts on 
deposit in the Revenue Fund and available therefor. 

All payments received shall be applied first to the Base Rental Payments due hereunder 
and thereafter to all Additional Payments due hereunder, but no such application of any 
payments which are less than the total rental due and owing shall be deemed a waiver of any 
default hereunder. 

Nothing contained in this Lease Agreement shall prevent the City from making from time 
to time contributions or advances to the Authority for any purpose now or hereafter authorized 
by law, including the making of repairs to, or the restoration of, the Leased Property in the event 
of damage to or the destruction of the Leased Property. 

Section 3.05. Auurouriations Covenant. The City covenants to take such action as may 
be necessary to include all estimated Base Rental Payments and ~dditional Payments due 
hereunder in its annual budgets, and to make necessary annual appropriations for such payments, 
and for such additional amounts as required below. The City will deliver to the Authority and 
the Trustee within ninety (90) days of adoption of the City budget copies of the portion of each 
annual City budget relating to the payment of estimated Base Rental Payments and Additional 
Payments hereunder as so calculated. If in any fiscal year, the amount initially budgeted is 
insufficient to pay actual Debt Service on the Bonds and payments with respect to Related 
Obligations, the City shall, by supplemental budget in such fiscal year, appropriate and pay such 
additional amounts until the total amount appropriated for Base Rental Payments equals 
Maximum Annual Base Rental Payments for such year. The covenants on the part of the City 
herein contained shall be deemed to be and shall be construed to be duties imposed by law and it 
shall be the duty of each and every public official of the City to take such action and do such 
things as are required by law in the performance of the official duty of such officials to enable 
the City to carry out and perform the covenants and agreements in this Lease Agreement agreed 
to be carried out and performed by the City. 

The Authority and the City understand and intend that the obligation of the City to pay 
Base Rental Payments and Additional Payments hereunder shall constitute a current expense of 
the City and shall not in any way be construed to be a debt of the City in contravention of any 
applicable constitutional or statutory limitation or requirement concerning the creation of 
indebtedness by the City, nor shall anything contained herein constitute a pledge of the general 
tax revenues, funds or moneys of the City. Base Rental Payments and Additional Payments due 



hereunder shall be payable only from current funds which are budgeted and appropriated or 
otherwise legally available for the purpose of paying Base Rental Payments and Additional 
Payments or other payments due hereunder as consideration for use of the Leased Property. This 
Lease Agreement shall not create an immediate indebtedness for any aggregate payments which 
may become due hereunder in the event that the term of this Lease Agreement is continued. The 
City has not pledged the full faith and credit of the City, the State of California or any agency or 
department thereof to the payment of the Base Rental Payments and Additional Payments or any 
other payments due hereunder, \ 

Section 3.06. Rental Abatement. The Base Rental Payments and Additional Payments 
shall be abated proportionately during any period in which by reason of any damage or 
destruction (other than by condemnation, which is hereinafter provided for, or planned 
demolition as part of the Project) there is substantial interference with the use and occupancy of 
the Leased Property by the City, in the proportion in which the initial cost of that portion of the 
Leased Property rendered unusable bears to the initial cost of the whole of the Leased Property. 
Such abatement shall continue for the period commencing with such damage or destruction and 
ending with the substantial completion of the work of repair or reconstruction. In the event of 
any such damage or destruction, this Lease Agreement shall continue in full force and effect and 
the City waives the benefits of California Civil Code Section 1932(2) and 1933(4) and of 
Title 11 of the United States Code, Section 36501) and any and all other rights to terminate this 
Lease Agreement by virtue of any such damage or destruction. 

Notwithstanding the foregoing, such abatement shall not result to the extent of moneys 
held by the Trustee under the Indenture (including, particularly, without limitation, the Reserve 
Fund, Principal Account and Interest Account), or to the extent such Base Rental Payments are 
made from proceeds of insurance and rental interruption insurance as provided in Section 5.01 
and 5.03 herein. 

Section 3.07. Use of Bond Proceeds. The parties hereto agree that the proceeds of the 
Series 2008 Bonds, together with amounts provided with respect to the Prior Bonds, will be used 
to finance the Series 2008 Project, to establish the Reserve Fund with respect to the Series 2008 
Bonds, and to pay the costs of issuing the Series 2008 Bonds and incidental and related expenses. 
The City agrees to act as agent of the Authority and use the proceeds to implement the Series 
2008 Project with due diligence. 

Section 3.08. No Withholding. Notwithstanding any dispute between the Authority and 
the City, including a dispute as to the failure of any portion of the Leased Property in use by or 
possession of the City to perform the task for which it is leased, the City shall make all Base 
Rental Payments when due and shall not withhold any Base Rental Payments pending the final 
resolution of such dispute. 

ARTICLE IV 

MAINTENANCE; ALTERATIONS AND ADDITIONS 

Section 4.01. Maintenance and Utilities. During such time as the City is in possession of 
the Leased Property, all maintenance and repair, both ordinary and extraordinary, of the Leased 
Property shall be the responsibility of the City, which shall at all times maintain or otherwise 



arrange for the maintenance of the Leased Property in first class condition, and the City shall pay 
for or otherwise arrange for the payment of all utility services supplied to the Leased Property, 
and shall pay for or otherwise arrange for payment of the cost of the repair and replacement of 
the Leased Property resulting from ordinary wear and tear or want of care on the part of the City 
or any assignee or sublessee thereof or any other cause and shall pay for or otherwise arrange for 
the payment of all insurance policies required to be maintained with respect to the Leased 
Property. In exchange for the rental herein provided, the Authority agrees to provide only the 
Leased Property. 

Section 4.02. Changes to the Leased Pro~ertv. Subject to Section 8.02 hereof, the City, 
at its own expense, shall have the right to remodel the Leased Property or to make additions, 
modifications and improvements to the Leased Property. All such additions, modifications and 
improvements shall thereafter comprise part of the ,Leased Property and be subject to the 
provisions of this Lease Agreement. Such additions, modifications and improvements shall not 
damage the Leased Property or cause them to be used for purposes other than those authorized 
under the provisions of state and federal law; and the Leased Property, upon completion of any 

. additions, modifications and improvements made pursuant to this Section, shall be of a value 
which is at least equal to the value of the Leased Property immediately prior to the making of 
such additions, modifications and improvements. 

Section 4.03. Instdlation of City's Equipment. The City and any sublessee may at any 
time and from time to time, in its sole discretion and at its own expense, install or permit to be 
installed other items of equipment or other personal property in or upon the Leased Property. All 
such items shall remain the sole property of such party, in which neither the Authority nor the 
Trustee shall have any interest, and may be modified or removed by such party at any time 
provided that such party shall repair and restore any and all damage to the Leased Property 
resulting from the installation, modification or removal of any such items. Nothing in this Lease 
Agreement shall prevent the City from purchasing items to be installed pursuant to this Section 
under a conditional sale or lease purchase contract, or subject to a vendor's lien or security 
agreement as security for the unpaid portion of the purchase price thereof, provided that no such 
lien or security interest shall attach to any part of the Leased Property. 

ARTICLE V 

MSURANCE 

Section 5.01. Fire and Extended Coverage Insurance. The City shall procure or cause to 
be procured and maintain or cause to be maintained, throughout the term of this Lease 
Agreement, insurance against loss or damage to any structures constituting any part of the 
Leased Property by fire and lightning, with extended coverage insurance, vandalism and 
malicious mischief insurance and sprinkler system leakage insurance. Said extended coverage 
insurance shall, as nearly as practicable, cover loss or damage by explosion, windstorm, riot, 
aircraft, vehicle damage, smoke and such other hazards as are normally covered by such 
insurance. Such insurance shall be in an amount equal to the replacement cost (without deduction 
for depreciation) of all structures constituting any part of the Leased Property, excluding the cost 
of excavations, of grading and filling, and of the land (except that such insurance may be subject 



to deductible clauses for any one loss of not to exceed $500,000 or comparable amoht adjusted 
for inflation), or, in the alternative, shall be in an amount and in a form sufficient (together with 
moneys held under the Indenture), in the event of total or partial loss, to enable all outstanding 
Bonds to be redeemed. 

In the event of any damage to or destruction of any part of the Leased Property, caused 
by the perils covered by such insurance, the Authority, except as hereinafter provided, shall 
cause the proceeds of such insurance to be utilized for the repair, reconstruction or replacement 
of the damaged or destroyed portion of the Leased Property, and the Trustee shall hold said 
proceeds separate and apart from all other funds, in a special fund to be designated the 
"Insurance and Condemnation Fund," to the end that such proceeds shall be applied to the repair, 
reconstruction or replacement of the Leased Property to at least the same good order, repair and 
condition as they were in prior to the damage or destruction, insofar as the same may be 
accomplished by the use of said proceeds. The Trustee shall permit withdrawals of said proceeds 
from time to time upon receiving the Written Request of the Authority, stating that the Authority 
has expended moneys or incurred liabilities in an amount equal to the amount therein requested 
to be paid over to it for the purpose of repair, reconstruction or replacement, and specifying the 
items for which such moneys were expended, or such liabilities were incurred. Any balance of 
said proceeds not required for such repair, reconstruction or replacement shall be treated by the 
Trustee as Base Rental Payments and applied in the manner provided by Section 5.02 of the 
Indenture. Alternatively, the Authority, at its option, with the written consent of the City, and if 
the proceeds of such insurance together with any other moneys then available for the purpose are 
at least sufficient to redeem an aggregate principal amount of outstanding Bonds, equal to the 
amount of Base Rental Payment attributable to the portion of the Leased Property so destroyed 
or damaged (determined by reference to the proportion which the cost of such portion of the 
Leased Property bears to the cost of the Leased Property), may elect not to repair, reconstruct or 
replace the damaged or' destroyed portion of the Leased Property ancbthereupon shall cause said 
proceeds to be used for the redemption of outstanding Bonds pursuant to Section 4.01 of the 
Indenture. 

As an alternative to providing the insurance required by the first paragraph of this 
Section, or any portion thereof, the City may provide a self insurance method or plan of 
protection if and to the extent such self insurance method or plan of protection shall afford 
feasonable coverage for the risks required to be insured against, in light of all circumstances, 
giving consideration to cost, availability and similar plans or methods of protection adopted by 
public entities in the State of California other than the City. So long as such method or plan is 
being provided to satisfy the requirements of this Lease Agreement, there shall be filed annually 
with the Trustee a statement of an' actuary, an Insurance Consultant or other qualified person 
(which may be the Risk Manager of the City), stating that, in the opinion of the signer, the 
substitute method or plan of protection is in accordance with the requirements of this Section 
and, when effective, would afford reasonable coverage for the risks required to be insured 
against. There shall also be filed a Certificate of the City setting forth the details of such 
substitute method or plan. In the event of loss covered by any such self insurance method, the 
liability of the City hereunder shall be iimited to the amounts in the self insurance reserve fund 
or funds created under such method. 



Section 5.02. Liability Insurance. Except as hereinafter provided, the City shall procure 
or cause to be procured and maintain or cause to be maintained, throughout the term of this 
Lease Agreement, a standard comprehensive general liability insurance policy or policies in 
protection of the Authority and the City and their respective members, directors, officers, agents 
and employees, and the Trustee, indemnifying said parties against all direct or contingent loss or 
liability for damages for personal injury, death or property damage occasioned by reason of the 
operation of the Leased Property, with minimum liability limits of $1,000,000 for personal injury 
or death of each person and $3,000,000 for personal injury or deaths of two or more persons in 
each accident or event, and in a minimum amount of $500,000 for damage to property resulting 
from each accident or event. Such public liability and property damage insurance may, however, 
be in the form of a single limit policy in the amount of $3,000,000 covering all such risks. Such 
liability insurance may be maintained as part of or in conjunction with any other liability 
insurance carried by the City. 

As an alternative to providing the insurance required by the first paragraph of this 
Section, or any portion thereof, the City may provide a self insurance method or plan of 
protection if and to the extent such self insurance method or plan of protection shall afford 
reasonable protection to the Authority and the City and their respective members, directors, 
officers, agents and employees, and the Trustee, in light of all circumstances, giving 
consideration to cost, availability and similar plans or methods of protection adopted by public 
entities in the State of California other than the City. So long as such method or plan is being 
provided to satisfy the requirements of this Lease Agreement, there shall be. filed annually with 
the Trustee a statement of an actuary, an Insurance Consultant or other qualified person (which 
may be the Risk Manager of the City), stating that, in the opinion of the signer, the substitute 
method or plan of protection is in accordance with the requirements of this Section and, when 
effective, would afford reasonable protection to the Authority and the City and their respective 
members, directors, officers, agents and employees, and the Trustee against loss and damage 
from the hazards and risks covered thereby. There shall also be filed a Certificate of the City 
setting forth the details of such substitute method or plan. 

Section 5.03. Rental Intem~tion or Use and Occu~ancv Insurance. The City shall 
procure or cause to be procured and maintain or cause to be maintained, rental interruption or use 
and occupancy insurance to cover loss, total or partial, of the rental income from or the use of the 
Leased Property as the result of any of the hazards covered by the insurance required by 
Section 5.01 hereof, in an amount sufficient to pay the part of the total rent hereunder.attributable . 
to the portion of the Leased Property rendered unusable (determined by reference to the 
proportion which the cost of such portion bears to the cost of the Leased Property) for a period of 
at least two years, except that such insurance may be subject to a deductible clause of not to 
exceed two hundred fifty thousand dollars ($250,000) or a comparable amount adjusted for 
inflation. Any proceeds of such insurance shall be wed by the Trustee to reimburse to the City 
any rental theretofore paid by the City under this Lease Agreement attributable to such structure 
for a period of time during which the payment of rental under this Lease Agreement is abated, 
and any proceeds of such insurance not so used shall be applied as provided in Section 3.01 (to 
the extent required for the payment of Base Rental Payments) and in Section 3.02 (to the extent 
required for the payment of Additional Payments) and any remainder shall be treated as Revenue 
under the Indenture. 



Section 5.04. Worker's Compensation. The City shall also maintain worker's 
compensation insurance issued by a responsible carrier authorized under the laws of the State of 
California to insure its employees against liability for compensation under the Worker's 
Compensation Insurance and Safety Act now in force in California, or any act hereafter enacted 
as an amendment or supplement thereto. As an alternative, such insurance may be maintained as 
part of or in conjunction with any other insurance carried by the City. Such insurance may be 
maintained by the City in the form of self-insurance. 

Section 5.05. Title Insurance. The City shall obtain, for the benefit of the Authority and 
the Trustee, upon the execution and delivery of this Lease Agreement, title insurance on the 
Leased Property in an amount not less than $65,170,000, subject only to Permitted 
Encumbrances. 

Section 5.06. Insurance Proceeds; Form of Policies. All policies of insurance required 
by Sections 5.01 and 5.03 hereof shall name the City, the Authority and the Trustee as insured 
and shall contain a lender's loss payable endorsement in favor of the Trustee. Unless otherwise 
consented to by the applicable Bond Insurer, Credit Facility Provider or Liquidity Facility 
Provider, required insurance policies, other than self-insurance, must be provided by a 
commercial insurer rated A or better by A.M. Best.' The Trustee (i) shall, to the extent 
practicable, collect, adjust and receive all moneys which may become due and payable under any 
such policies, (ii) may compromise any and all claims thereunder and (iii) shall apply the 
proceeds of such insurance as provided in Sections 5.01 and 5.03 hereof, All policies of 
insurance required by this Lease Agreement shall provide that the Trustee shall be given thirty 
(30) days notice of each expiration thereof or any intended cancellation thereof or reduction of 
the coverage provided thereby. The Trustee shall not be responsible for the sufficiency of any 
insurance herein required and shall be fully protected in accepting payment on account of such 
insurance orany adjustment, compromise or settlement of any loss agreed to by the City. The 
City shall pay when due the premiums for all insurance policies required by this Lease 
Agreement, and shall promptly furnish evidence of such payments to the Authority. 

The City shall deliver to the Authority and the Trustee on an annual basis a written 
Certificate of an officer of the City stating whether such policies satisfy the requirements of this 
Lease Agreement, setting forth the insurance policies then in force pursuant to this Article, the 
names of the insurers which have issued the policies, the amounts thereof and the property and 
risks covered thereby, and, if any self-insurance program is being provided, the annual report of 
an actuary, an Insurance Consultant or other qualified person containing the information required 
for such self-insurance program and described in Sections 5.01,5.02 and 5.04 hereof. Delivery to 
the ,Trustee of the certificate, under the provisions of this Section shall not confer responsibility 
upon the Trustee as to the sufficiency of coverage or amounts of such policies. If so requested in 
writing by the Trustee, the City shall also deliver to the Trustee certificates or duplicate originals 
or certified copies of each insurance policy described in such schedule. 



ARTICLE VI 

EVENTS OF DEFAULT AND REMEDIES 

Section 6.01. Events of Default. Each of the following shall be an "event of default" 
under this Lease Agreement and the terms "events of defaultyy and "default" shall mean, 
whenever they are used in this Lease Agreement, any one or more of the following events: 

(a) failure by the City to pay any Base Rental Payment or Additional 
Payments payable hereunder when the same becomes due, time being expressly declared 
to be of the essence of this Lease Agreement; 

(b) failure by the City to observe and perform any covenant, condition or 
agreement on its part to be observed or performed herein or in any Facilities Lease, other 
than as referred to in clause (a) of this Section, 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, the Trustee or the Owners of not less than twenty five percent 
(25%) in aggregate principal amount of Bonds then outstanding; provided, however, if 
the failure stated in the notice cannot be corrected within the applicable period, the 
Authority, the Trustee and such Owners will not unreasonably withhold their consent to 
an extension of such time if corrective action is instituted by the City within the 
applicable period and diligently pursued until the default is corrected; or 

(c) 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 the filing of an 
involuntary petition in bankruptcy against the City which petition shall not have been 
withdrawn within sixty (60) days, or assignment by the City for the benefit of creditors, 
or the enay by the City into an agreement of composition with creditors, or the approval 
by a court of competent jurisdiction of a petition applicable to the City in any 
proceedings instituted under the provisions of the federal bankruptcy law or under any 
similar acts which may hereafter be enacted. 

Section 6.02. Remedies on Default. Whenever any event of default referred to in 
Section 6.01 hereof 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 this Lease 
Agreement; provided, however, that notwithstanding anything herein or in the Indenture to the 
contrary, 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. 
Subject to the receipt of the opinions set forth in subparagraph (c) below, after the occurrence of 
an event of default hereunder, the City will surrender possession of the Leased Property to the 
Authority, if requested to do so by the Authority, or by the Trustee or the Owners in accordance 
with the provisions of the ~ndenture. 

(a) No Termination: Re~ossession and Re-Lease on Behalf of Citv. In the event the 
Authority does not elect to terminate this Lease Agreement in the manner hereinafter provided 
for in subparagraph hereof, the Authority, to the extent permitted by law (subject to the receipt of 



the opinions set forth in subparagraph (e) below) may, with the consent of the City, which 
consent is hereby irrevocably given, repossess the Leased Property and re-lease it for the account 
of the City, in which event the City's obligation will accrue from year to year in accordance with 
this Lease Agreement and the City will continue to receive the value of the use of the Leased 
Property fiom year to year in the form of credits against its obligation to pay Base Rental 
Payments. The obligations of the City shall remain the same as prior to such default, to pay Base 
Rental Payments whether the Authority re enters or not, The City agrees to and shall remain 
liable for the payment of all Base Rental Payments and the performance of all conditions 
contained herein and shall reimburse the Authority for any deficiency arising out of the re- 
leasing of the Leased Property, or, in the event the Authority is unable to re-lease the Leased 
Property, then for the fill amount of all Base Rental Payments to the end of the Term of this 
Lease Agreement, but said Base Rental Payments andfor deficiency shall be payable only at the 
same time and in the same manner as provided above for the payment of Base Rental Payments 
hereunder, notwithstanding such repossession by the Authority or any suit, brought by the 
Authority for the purpose of effecting such repossession of the Leased Property or the exercise of 
any other remedy by the Authority. 

The City hereby irrevocably appoints the Authority as the agent and attorney in fact of 
the City to repossess and re-lease the Leased Property, subject to the receipt of the opinions set 
forth in subparagraph (e) below, in the event of default by the City in the performance of any 
covenants contained herein to be performed by the City and to remove all personal property 
whatsoever situated upon the Leased Property, to place such property in storage or other suitable 
place in the County in which the City is located, for the account of and at the expense of the City, 
and the City hereby exempts and agrees to save harmless the Authority from any costs, loss or 
damage whatsoever arising or occasioned by any such repossession and re-leasing of the Leased 
Property. The City hereby waives any and all claims for damage caused or which may be caused 
by the Authority in repossessing the Leased Property as provided herein and all claims for 
damages that may result from the destruction of or the injury to the Leased Property and all 
claims for damages to or loss of any property belonging to the City that may be in or upon the 
Leased Property. 

(b) Reuossession Without Effecting Surrender. The City agrees that the terms of this 
Lease Agreement constitute full and sufficient notice of the right of the Authority to re-lease the 
Leased Property in the event of such repossession without effecting a surrender of this Lease 
Agreement (subject in such event to the receipt by the Authority of the opinions set forth in 
subparagraph (e) below), and further agrees that no acts of the Authority in effecting such re- 
leasing shall constitute a surrender or termination of this Lease Agreement irrespective of the 
term for which such re-leasing is made or the terms and conditions of such re-leasing, or 
otherwise, but that, on the contrary, in the event of such default by the City the right to terminate 
this Lease Agreement shall vest in the Authority to be effected in the sole and exclusive manner 
provided for in subparagraph below. The City fiuther waives the right to any rental obtained by 
the Authority in excess of the Base Rental Payments and, to the extent permitted by law, hereby 
conveys and releases such excess to the Authority as compensation to the Authority for its 
services in re-leasing the Leased Property. 

(c) Termination: Re~ossession and Re-Lease. In the event of the termination of this 
Lease Agreement by the Authority at its option and in the manner hereinafter provided on 



account of default by the City (and notwithstanding any repossession of the Leased Property by 
the Authority in any manner whatsoever or the re-leasing of the Leased Property in accordance 
with the terms hereof), the City nevertheless agrees to pay to the Authority all costs, losses or 
damages howsoever arising or occurring payable at the same time and in the same manner as is 
provided herein in the case of payment of Base Rental Payments. Any proceeds of the re-lease 
or other disposition of the Leased Property by the Authority shall be delivered to the Trustee for 
deposit first into the Interest Payment Account, and to the extent such account is funded to the 
extent then required under the Indenture, in the Principal Payment Account and shall be applied 
in accordance with the provisions of Article V of the Indenture. Neither notice to pay rent or to 
deliver up possession of the Leased Property given pursuant to law nor any proceeding taken by 
the Authority to recover possession of the Leased Property shall of itself operate to terminate this 
Lease Agreement, and no termination of this Lease Agreement on account of default by the City 
shall be or become effective by operation of law, or otherwise, unless and until the Authority 
shall have obtained the opinions set forth in subparagraph (e) below and given written notice to 
the City of the election on the part of the Authority to terminate this Lease Agreement. The City 
covenants and agrees that no surrender of the Leased Property for the remainder of the Term 
hereof or any termination of this Lease Agreement shall be valid in any manner or for any 
purpose whatsoever unless stated or accepted by the Authority by such written notice. No such 
termination shall be effected either by operation of law or act of the parties hereto, except only in 
the manner herein expressly provided. 

The Authority and City hereby agree that Section 195 1.2 of the California Civil Code 
shall apply to this Lease Agreement and that upon such termination, the Authority may recover, 
in addition to all other damages available by contract or at law, from the City: (i) the worth at the 
time of award of the unpaid rental which had been earned at the time of termination; (ii) the 
worth at the time of award of the amount by which the unpaid rental which would, have been 
earned after termination until the time of award exceeds the amount of such rental loss that the 
City proves could have been reasonably avoided; (iii) the worth at the time of award of the 
amount by which the unpaid rental for the balance of the term after the time of the award exceeds 
the amount of such rental loss that the City proves could have been reasonably avoided; and 
(iv) any other amount necessary to compensate the Authority for all the detriment proximately 
caused by the City's failure to perform its obligations under this Lease Agreement or which in 
the ordinary course of things would be likely to result therefrom. The "worth at the time of 
award" of the amounts referred to in clauses (i), (ii) and (iii) above is computed by allowing 
interest at the legal rate of interest per annum at which judgments for money in the State of 
California bear interest. 

' (d) Excevtions: City-County Administration Building, Parking Garaae and 
Communications Center. Notwithstanding the foregoing, the Authority, or the Trustee acting on 
behalf of the Authority, shall have no right to repossess or reenter the Leased Unit comprising 
the City-County Administration Building until the Authority, or the Trustee acting on behalf of 
the Authority, has first offered to the County in writing notice that the County is entitled to 
assume the City's obligations hereunder with respect to the City-County Administration 
Building, including but not limited to the obligation of the City to pay Base Rental Payments 
with respect thereto. The County shall respond in writing to the Authority, or the Trustee, as 
applicable, no later than thirty (30) days following the receipt of such notice. In the event the 
County determines not to assume City's obligations hereunder with respect to the City-County 



Administration Building, the Authority or the Trustee, as applicable, may thereupon proceed to 
repossess or reenter such facility or pursue any other remedy provided herein. The parties hereto 
acknowledge that the provisions set forth this paragraph are intended to permit the County to 
protect its interests in and to the City-County Administration Building and as such the parties 
hereto acknowledge that the County is a third-party beneficiary of this Agreement insofar as the 
County would be entitled to assume the City's obligations with respect to the City-County 
Administration Building. 

Notwithstanding the foregoing, in accordance with Section 6.7 of the Master Agreement 
the Financing Agency shall be entitled, upon the occurrence of an Event of Default hereunder 
and a decision by the Trustee to terminate this Lease Agreement in accordance with 
Section 6.02(b) above, to exercise its "right of first refusal" with respect to the purchase of the 
Parking Garage, and the Authority, or the Trustee acting on behalf of the Authority, shall cause 
to be delivered to the Financing Agency notice of the occurrence of an Event of Default 
hereunder. The purchase price for the Parking Garage shall be the principal amount of the Base 
Rental Payments due and owing with respect to the Parking Garage, together with interest due on 
said principal amounts to the date such purchase is exercised. The Financing Agency shall 
within thirty (30) days of the receipt of said notice respond to the Authority, or the Trustee acting 
on behalf of the Authority, whether the Financing Agency intends to purchase the Parking 
Garage. If the Financing Authority elects to purchase the Parking Garage, the proceeds of sale 
shall be delivered to the Trustee and applied first to delinquent Lease Payments and then to 
Lease Payments as they come due. In the event the Financing Agency determines not to exercise 
its right to purchase the Parking Garage, the Authority or the Trustee, as applicable, may 
thereupon proceed to exercise its remedies as provided herein. The parties hereto acknowledge 
that the provisions set forth in this paragraph are intended to permit the Financing Agency to 
protect its interests in and to the Parking Garage and as such the parties hereto acknowledge that 
the Financing Agency is a third-party beneficiary of this Agreement insofar as the Financing 
Agency would be entitled to exercise the "right of first refusal" with respect to the purchase of 
the Parking Garage from the Authority, or the Trustee acting on behalf of the Authority. 

In the event the County or the Financing Agency, as the case may be, determines to 
exercise their respective rights as set forth above, the applicable Bond Insurer, Credit Facility 
Provid6 or Liquidity Facility Provider shall be immediately notified; provided however, that no 
action by the County or the Financing Agency to exercise any rights hereunder shall limit the 
rights and remedies of the applicable Bond Insurer, Credit Facility Provider or Liquidity Facility 
Provider under this Agreement, 

In addition, the Authority, or the Trustee acting on behalf of the Authority, shall have no 
right to repossess or reenter Communications Dispatch Center, the sole remedy of the Authority 
or the Trustee, as applicable, being to seek payment of Base Rental Payments therefor as and 
when the same become due. 

(e) O~inion of Bond Counsel. The repossession and/or re-leasing of the Leased 
Property, or the termination of this Lease Agreement as provided in subparagraph (b) above, 
shall be subject to the written consent of the Authority (which consent shall not be unreasonably 
withheld) and the opinion of Bond Counsel addressed to the Authority that such repossession 
and/or re-leasing, or termination of the Lease, as applicable, will not adversely affect the 



exclusion of interest on the Bonds from gross income for Federal income tax purposes and the 
exemption of interest on the Bonds from State of California personal income taxes; provided 
however, the Trustee shall not be required to obtain such opinions provided it has received the 
consent of a majority in aggregate principal amounts of Bonds outstanding. 

Section 6.03. No Remedy Exclusive. No remedy conferred herein upon or reserved to 
the Authority is intended to be exclusive and every such remedy shall be cumulative and shall be 
in addition to every other remedy given under this Lease Agreement or now or hereafter existing 
at law or in equity. Without limiting the generality of the foregoing, the Authority may bring an 
action or suit in equity (i) to require the City and its trustees, officers and employees to account 
as trustee of an express trust, (ii) to enjoin any acts or things which may be unlawfbl or in 
violation of the rights, of the Authority, or (iii) by mandamus to enforce the Authority's rights 
against the City (and its officers and employees) and to compel the City to perform and carry out 
its duties and obligations under the law and its covenants and agreements with the Authority as 
provided herein. No delay or omission to exercise any right or power accruing upon any default 
shall impair any such right or power or shdl 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 this Article it shall not be 
necessary to give any notice, other than such notice as may be required in this Article or by law. 

Section 6.04. Agreement to Pay Attorneys' Fees and Expenses. In the event either party 
to this Lease Agreement should default under any of the provisions hereof and the nondefaulting 
party should employ attorneys or incur other expenses for the collection of moneys or the 
enforcement of performance or observance of any obligation or agreement on the part of the 
defaulting party contained herein, the defaulting party agrees that it will pay on demand to the 
nondefaulting party the reasonable fees of such attorneys and such other expenses so incurred by 
the nondefaulting party. 

Section 6.05. No Additional Waiver Implied by One Waiver. In the event any agreement 
contained in this Lease Agreement should be breached by either party and thereafter waived by 
the other party, such waiver shall be limited to the particular breach so waived and shall not be 
deemed to waive any other breach hereunder. 

Section 6.06. A~ulication of the Proceeds from the Re-Lease of the Leased Property. All 
amounts received by the Authority under this Article VI shall be credited towards the Base 
Rental Payments in order of Lease Payment Date. 

Section 6.07. Trustee and Owners to Exercise Rihts. Such rights and remedies as are 
given to the Authority under this Article VI have been assigned by the Authority to the Trustee 
under the Indenture, to which assignment the City hereby consents. Such rights and remedies 
shall be exercised by the Trustee and the Owners as provided in the Indenture. The Trustee's 
rights to immunities and protection from liability under Section 10.03 and its rights to payment 
of its fees and expenses hereto shall survive its resignation or removal and the final payment or 
the defeasance of the Bonds (or the discharge of the Bonds or the defeasance of the lien of the 
Indenture), I 



ARTICLE VII 

EMINENT DOMAIN; PREPAYMENT 

Section 7.01. Eminent Domain. If the whole of the Leased Property or so much thereof 
as to render the remainder unusable for the purposes for which it was used by the City shall be 
taken under the power of eminent domain, the term of this Lease Agreement shall cease as of the 
day that possession shall be so taken. If less than the whole of the Leased Property shall be taken , 

under the power of eminent domain and the remainder of the Leased Units is usable for the 
purposes for which it was used by the City at the time of such taking, then this Lease Agreement 
shall continue in full force and effect as to such remainder, and the parties waive the benefits of 
any law to the contrary, and in such event there shall be a partial abatement of the Base Rental 
Payments due hereunder in an amount equivalent to the amount by which the annual payments of 
principal and interest on the Outstanding Bonds will be reduced by the application of the award 
in eminent domain to the redemption of outstanding Bonds. So long as any of the Bonds shall be 

' 

outstanding, any award made in eminent domain proceedings for taking the Leased Property or 
any of the Leased Units thereof shall be paid to the Trustee and applied to the prepayment of the 
Base Rental Payments as provided in Section 7.02. Any such award made after all of the Base 
Rental Payments and Additional Payments have been fully paid, or provision therefor made, 
shall be paid to the to the City. 

Section 7.02. Prepayment. 

(a) The City shall prepay on any date from insurance (including proceeds of title 
insurance) and eminent domain proceeds, to the extent provided in Sections 5.01 and 7.01 hereof , 

(provided, however, that in the event of partial damage to or destruction of the Leased Property 
caused by perils covered by insurance, if in the judgment of the Authority the insurance proceeds 
are sufficient to repair, reconstruct or replace the damaged or destroyed Leased Unit of the 
Leased Property, such proceeds shall be held by the Trustee and used to repair, reconstruct or 
replace the damaged or destroyed Leased Unit of the Leased Property, pursuant to the procedure 
set forth in Section 5.01 for proceeds of insurance), all or any part of Base Rental Payments then 
unpaid so that the aggregate annual amounts of Base Rental Payments which shall be payable 
after such prepayment date shall be as nearly proportional as practicable to the aggregate annual 
amounts of Base Rental Payments unpaid prior to the prepayment date (taking into account the 
reduction in Base Rental Payments allocable to fuG interest on the Bonds that are redeemed), 
at a prepayment amount equal to the redemption payment of the maximum amount of Bonds, 
including the principal thereof and the interest thereon to the date of redemption, plus any 
applicable premium redeemable iiom such proceeds. 

@) The City may prepay, from any source of available funds, all or any portion of 
Base. Rental Payments by depositing with the Trustee moneys or securities as provided in 
Article X of the Indenture sufficient to defease or redeem all or a portion of a Series of Bonds 
corresponding to such Base Rental Payments when due; provided, that the City h i s h e s  the 
Trustee with an Opinion of Counsel that such deposit will not cause interest on such Series of 
Bonds to be includable in gross income for federal income tax purposes. The City agrees that if 
following such prepayment the Leased Property are damaged or destroyed or taken by eminent 
domain, it is not entitled to, and by such prepayment waives the right of, abatement of such 



prepaid Base Rental Payments and shall not be entitled to any reimbursement of such Base 
Rental Payments. 

(c) Before making any prepayment pursuant to this Section, the City shall, within five 
(5) days following the event creating such right or obligation to prepay, give written notice to the 
Authority and the Trustee describing such event and specifying the date on which the 
prepayment will be made, which date shall be not less than forty-five (45) days' from the date 
such notice is given. 

(d) When (i) there shall have been deposited with the Trustee at or prior to the due 
dates of the Base Rental Payments or the date when the City may exercise its option to purchase 
the Leased Property or any of the Leased Unit thereof, in trust for the benefit of the Owners of 
the Bonds and irrevocably appropriated and set aside to the payment of the Base Rental 
Payments or option price, sufficient moneys and Permitted Investments described in 
subsection (1) of the definition thereof in the Indenture, not redeemable prior to maturity, the 
principal of and interest on which when due will provide money sufficient to pay all principal, 
premium, if any, and interest on the Bonds to the due date of the Bonds or date when the City 
may exercise its option to purchase the Leased Property, as the case may be; (ii) all requirements 
of Section 10.01 of the Indenture have been satisfied; and (iii) an agreement shall have been 
entered into with the Trustee for the payment of its fees and expenses so long as any of the 
Bonds shall remain unpaid, then and in that event the right, title and interest of the Authority 
herein and the obligations of the City hereunder shall thereupon cease, terminate, become void 
and be completely discharged, and satisfied (except for the right of the Authority and the 
obligation of the City to have such moneys and such Permitted Investments applied to the 
payment of the Base Rental Payments or option price) and the Authority's interest in and title to 
the Project or applicable portion or item thereof shall be transferred and conveyed to the City. In 
such event, the Authority shall cause an accounting for such period or periods as may be 
requested by the City to be prepared and filed with the ,Authority and evidence such discharge 
and satisfaction, and the Authority shall pay over to the City as & overpayment of Base Rental 
Payments all such moneys or Permitted Investments held by it pursuant hereto other than such 
moneys and such Permitted Investments as are required for the payment or prepayment of the 
Base Rental Payments or the option price and the fees and expenses of the Trustee, which 
moneys and Permitted Investments shall continue to be held by the Trustee in trust for the 
payment of Base Rental Payments or the option price and the fees and expenses of the Trustee, 
and shall be applied by the Authority to the payment of the Base Rental Payments or the option 
price and the fees and expenses of the Trustee. 

ARTICLE VIII 

REPRESENTATIONS, COVENANTS AND WARRANTIES 

Section 8.01. R i b t  of Entry. The Authority and its assignees shall have the right to 
enter upon and to examine and inspect the Leased Property during reasonable business hours 
(and in emergencies at all times) (a) to inspect the same, (b) for any purpose connected with the 
Authority's or the City's rights or obligations p d e r  this Lease Agreement, and (c) for all other 
lawful purposes. 



Section 8.02. Liens. In the event the City shall at any time during the term of this Lease 
Agreement cause any changes, alterations, additions, improvements, or other work to be done or 
performed or materials to be supplied, in or upon the Leased Property, the City shall pay, when 
due, all sums of money that may become due for, or purporting to be for, any labor, services, 
materials, supplies or equipment furnished or alleged to have been furnished to or for the City in, 
upon or about the Leased Property and shall keep the Leased Property free of any and all 
mechanics' or materialmen's liens or other liens against the Leased Property or the Authority's 
interest therein. In the event any such lien attaches to or is filed against the Leased Property or 
the Authority's interest therein, the City shall cause each such lien to be l l l y  discharged and 
released at the time the performance of any obligation secured by any such lien matures or 
becomes due, except that if the City desires to contest any such lien it may do so in good faith. If 
any such lien shall be reduced to final judgment and such judgment or such process as may be 
issued for the enforcement thereof is not promptly stayed, or if so stayed and said stay thereafter 
expires, the City shall forthwith pay and discharge said judgment. The City agrees to and shall, 
to the maximum extent permitted by law, indemnify and hold the Authority and the Trustee and 
their respective members, directors, agents, successors and assigns, harmless from and against, 
and defend each of them against, any claim, demand, loss, damage, liability or expense 
(including attorney's fees) as a result of any such lien or claim of lien against the Leased 
Property or the Authority's interest therein. 

Section 8.03. Quiet Enjoyment. The parties hereto mutually covenant that the City, by 
keeping and performing the covenants and agreements herein contained and not in default 
hereunder, shall at all times during the term of this Lease Agreement peaceably and quietly have, 
hold and enjoy the Leased Property without suit, trouble or hindrance from the Authority. 

Section 8.04. Authoritv Not Liable. The Authority and its members, directors, officers, 
agents and employees shall not be liable to the City or to any other party whomsoever for any 
death, injury or damage that may result to any person or property by or from any cause 
whatsoever in, on or about the Leased Property. The City, to the extent permitted by law, shall 
indemnifjl and hold the Authority and its members, directors, officers, agents and employees, 
harmless from, and defend each of them against, any and all claims, liens and judgments arising 
from the construction or operation of the Leased Property, including, without limitation, death of 
or injury to any person or damage to property whatsoever occurring in, on or about the Leased 
Property regardless of responsibility for negligence, but excepting the active negligence of the 
person or entity seeking indemnity. 

Section 8.05. Peserved.1 

Section 8.06. Title to Leased Propertv: No Merger of Interests. During the term of this 
Lease Agreement, the Authority shall hold a leasehold estate to the Leased Property and any and 
all additions which comprise fixtures, repairs, replacement or modifications thereof, except for 
those fixtures, repairs, replacements or modifications which are added thereto by the City and 
which may be removed without damaging the Leased Property, and except for any items added 
to the Leased Property by the City pursuant to Section 4.02 hereof. This provision shall not 
operate to the benefit of any insurance company if there is a rental interruption covered by 
insurance pursuant to Section 5.03 hereof. 



The leasing by the Authority to the City of the Leased Property pursuant hereto or the 
leasing by the City to the Authority of a portion of the Leased Property pursuant to the City 
Communications Facilities Lease or the Police Facilities and Miscellaneous Facilities Lease shall 
not effect or result in a merger of the City's leasehold estate pursuant to this Lease Agreement, 
and the Authority shall continue to have and hold a leasehold estate in the Leased Property 
pursuant to the Facilities Leases throughout the term thereof. As to the Leased Property, this 
Lease Agreement shall be deemed and constitute a sublease. 

Section 8.07. Tax Covenants. The City and the Authority will not make any use of the 
proceeds of the obligations provided herein or any other funds of the City or the Authority which 
will cause such obligations to be "arbitrage bonds" subject to federal income taxation by reason 
of Section 148 of the Code. The City and the Authority will not make any use of the proceeds of 
the obligations provided herein or any other funds of the City or the Authority which will cause 
such obligations to be "federally guaranteed" and subject to inclusion in gross income for federal 
income tax purposes by reason of Section 149(b) of the Code. To that end, so long as any rental 
payments are unpaid, the City and the Authority, with respect to such proceeds and such other 
funds, will comply with all requirements of such Sections 148 and 149(b) and all regulations of 
the United States Department of the Treasury issued thereunder to the extent that such 
requirements are, at the time, applicable and in effect. 

The City further covenants that it will not use or permit the use of the facilities financed 
or refinanced by the proceeds of the Bonds by any person not an "exempt person" within the 
meaning of Section 141(a) of the Code or by an "exempt person" (including the City) in an 
"unrelated trade or business," in such manner or to such extent as would result in the inclusion of 
interest received hereunder in gross income for federal income tax purposes under Section 103 of 
the Code. 

If at any time the City is of the opinion that for purposes of this Section it is necessary to 
restrict or limit the yield on or change in any way the investment of any moneys held by the 
Trustee or the City or the Authority under this Lease Agreement or the Indenture, the City shall 
so instruct the Trustee or the appropriate officials of the City in writing, and the Trustee or the 
appropriate officials of the City, as the case may be, shall take such actions as may be necessary 
in accordance with such instructions. 

In furtherance of the covenants of the City set forth above, the City will comply with the 
Tax Certificate and will instruct the Trustee in writing as necessary to comply with the Tax 
Certificate. The Trustee and the Authority may conclusively rely on any such written 
instructions, and the City hereby agrees to hold harmless the Trustee and the Authority for any 
loss, claim, damage, liability or expense incurred by the Authority for any actions taken by the 
Authority in accordance with such instructions. 

The City and the Authority shall at all times do and perform all acts and things permitted 
by law which are necessary or desirable in order to assure that the interest on the Bonds will be 
excluded from gross income for federal income tax purposes and shall take no action that would 
result in such interest not being excluded from gross income for federal income tax purposes. ' 



Section 8.08. Continuing Disclosure. Any Series of Bonds is exempt from the 
requirements of Rule 15~2-12 (the "Rule") of the Securities and Exchange Commission, 
including the continuing disclosure req4rements of paragraph (b)(5) of the Rule, so long as such 
Series of Bonds bear interest at the Daily Rate or Weekly Rate. If a New Mode is established for 
a Series of Bonds, such Series may become subject to the continuing disclosure requirements of 
the Rule and, in such event, the City covenants to comply with the applicable requirements of the 
Rule which include, among other things, entering into an undertaking to provide, for the benefit 
of the holders of such Series of Bonds, certain continuing disclosure information as required by 
the Rule. Notwithstanding any other provision of this Lease, Agreement, failure of the City to ' 

comply with the Rule shall not be considered an event of default hereunder; however, the Trustee 
may (and, at the request of any Participating Underwriter (as defined in the Rule) or the Holders 
of at least 25% aggregate principal amount of such Series of Bonds Outstanding and provided 
satisfactory indemnification is provided to the Trustee, shall) or any Bondholder may take such 
actions as may be necessary and appropriate, including seeking mandate or specific performance 
by court order, to compel the City to comply with its obligations under this Section 8.08. 

Section 8.09. Taxes. The City shall pay or cause to be paid all taxes and assessments of 
any type or nature charged to the Authority or affecting the Leased Property or the respective 
interests or estates therein;. provided that with respect to special assessments or other 
governmental charges that may lawfully be paid in installments over a period of years, the City 
shall be obligated to pay only such installments as are required to be paid during the term of this 
Lease Agreement as and when the same become due. 

The City shall also pay directly such amounts, if any, in each year as shall be required by 
the Authority for the payment of all license and registration fees and all taxes (including, without 
limitation, income, excise, license, franchise, capital stock, recording, sales, use, value-added, 
property, occupational, excess profits and stamp taxes), levies, imposts, duties, charges, 
withholdings, assessments and governmental charges of any nature whatsoever, together with 
any additions to tax, penalties, fines or interest thereon, including, without limitation, penalties, 
fines or interest arising out of any delay or failure by the City to pay any of the foregoing or 
failure to file or furnish to the Authority or the Trustee for filing in a timely manner any returns, 
hereinafter levied or imposed against the Authority or the Leased Property, the rentals and other 
payments required hereunder or any.parts thereof or interests of the City or the Authority or the 
Trustee therein by any governmental authority. 

The City may, at the City's expense and in its name, in good faith contest any such taxes, 
assessments and other charges and, in the event of any such contest, may permit the taxes, 
assessments or other charges so contested to remain unpaid during the period of such contest and 
any appeal therefrom unless the Authority or the Trustee shall notify the City that, in the opinion 
of independent counsel, by nonpayment of any such items, the interest of the Authority in the 
Leased Property will be materially endangered or the Leased Property, or any part thereof, will 
be subject to loss or forfeiture, in which event the City shall promptly pay such taxes, 
assessments or charges or provide the Authority with full security against any loss which may 
result from nonpayment, in form satisfactory to the Authority and the Trustee. 



Section 8.10. Authoritv's Purpose. The Authority covenants that, prior to the discharge 
of this Lease Agreement, it will not engage in any activities inconsistent with the purposes for 
which the Authority is organized. 

Section 8.1 1. Pumose of this Lease Ameement. The City covenants that during the term 
of this Lease Agreement, except as hereinafter provided, (a) it will use, or cause the use of, the 
Leased Property for public purposes and for the purposes for which the Leased Property are 
customarily used, (b) it will not vacate or abandon the Leased Property or any part thereof, and 
(c) it will not make any use of the Leased Property which would jeopardize in any way the 
insurance coverage required to be maintained pursuant to Article V hereof. 

, Section 8.12. Additional Representations. Covenants and Warranties of the City. The 
City represents, covenants and warrants to the Authority as follows: 

(a) Due Oraanization and Existence. The City is a charter city and municipal 
corporation, duly organized and existing under the Constitution and laws of the State, and 
is a Local Agency with the meaning of Section 6585(f) of the Act. 

(b) Authorization: Enforceability. The Constitution and laws of the State, 
including the Charter of the City, authorize the City to enter into this Lease Agreement 
and to enter into the transactions contemplated by and to carry out its obligations 
hereunder, and the City has duly authorized and executed this Lease Agreement. This 
Lease Agreement constitutes the legal, valid and binding obligations of the City 
enforceable in accordance with its terms, except to the extent limited by applicable 
bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable 
principles affecting the rights of creditors generally. 

(c) No Conflicts or Default: No Liens or Encumbrances. Neither the 
execution and delivery of this Lease Agreement nor the fulfillment of or compliance with 
the terms and conditions hereof or thereof, nor the consummation of the transactions 
contemplated hereby or thereby, conflicts with or results in a breach of the terms, 
conditions or provisions of any restriction or any agreement or instrument to which the 
City is now a party or by which the City. is bound, or constitutes a default under any of 
the foregoing, or results in the creation or imposition of any lien, charge or encumbrance 
whatsoever upon any of the property or assets of the City, or upon the Leased Property 
except for the pledges contained in the Indenture and except for Permitted 
Encumbrances. 

(d) Essential Governmental Function. The City hereby certifies that the lease 
by the City of the Leased Property pursuant to this Agreement serves an essential 
governmental function of the City, and shall be used for the benefit of the general public. 

(e) Execution and Deliver-. The City has duly authorized and executed this 
Lease Agreement in accordance with its Charter and the Constitution and laws of the 
State. 



(f) No Default. The City is not in default under any provisions of the laws of 
the State which would adversely affect its existence or its powers referred to in this 
Section 8.12. 

(g) No Litigation. There is no action, suit, proceeding, inquiry or 
investigation, at law or in equity, before or by any court, governmental agency, public 
board or body, pending or, to the best of its knowledge, threatened against the City in any 
way contesting or affecting the validity or enforceability of this Lease Agreement or 
contesting the powers of the City to execute and deliver this Lease Agreement or to 
consummate the transactions contemplated hereby or thereby. 

Section 8.13. Additional Reuresentations. Covenants and Warranties of the Authority. 
The Authority represents, covenants and warrants to the City as follows: 

(a) Due Orrranization and Existence; Enforceabilitv. The Authority is a joint 
powers agency duly organized, existing and in good standing under and by virtue of the 
laws of the State, including, particularly, without limitation, Chapter 5, Division 7, Title 1 
(commencing with Section 6500) of-the California Government Code, as amended, has 
the power to enter into this Lease Agreement and the Facilities Leases, is possessed of 
full power to own and hold real and personal property, and to lease and sell the same; and 
has duly authorized the execution and delivery of this Lease Agreement and the Facilities 
Leases. This Lease Agreement and the ~acilities Leases constitute legal, valid and 
binding obligations of the Authority enforceable in accordance with their respective 
terms, except to the extent limited by applicable bankruptcy, insolvency, reorganization, 
moratorium or similar laws or equitable principles affecting the rights of creditors 

, generally. 

(b) No Conflicts or Defaults: No Liens or Encumbrances. Neither the 
execution and delivery of this Lease Agreement and the Facilities Leases, nor the 
filfillment of or compliance with the terms and conditions hereof or thereof, nor the 
consummation of the transactions contemplated hereby or thereby, conflicts with or 
results in a breach of the terms, conditions or provisions of the agreement pursuant to 
which the Authority was formed or any restriction or any agreement or instrument to 
which the Authority is now a party or by which the Authority is bound, or constitutes a 
default under any of the foregoing, or results in the creation or imposition of any lien, 
charge or encumbrance whatsoever upon any of the property or assets of the Authority, or 
upon the Leased Property except by the pledge contained in the Indenture and except for 
Permitted Encumbrances. 

(c) No Litbation. There is no action, suit, proceeding, inquiry or 
investigation, at law or in equity, before or by any court, governmental agency, public 
board or body, pending or, to the best of its knowledge, threatened against the Authority 
in any way contesting or aect ing the validity or enforceability of this Lease Agreement 
or the Facilities Leases or contesting the powers of the Authority to execute and deliver 
this Lease Agreement or the Facilities Leases or to consummate the transactions 
contemplated hereby or thereby. 



(d) Permitted Encumbrances. The Authority covenants that the Permitted 
Encumbrances do not and will not interfere with the right of the use and possession of, 
and the continued quiet use and enjoyment of, the Leased Property during each such 
period for which said Leased Property is to be leased by the City. 

(e) Execution and Delivery. The Authority has duly authorized and executed 
this Lease Agreement and the Facilities Leases in accordance with the Constitution and 
laws of the State. 

ARTICLE IX 

DISCLAIMER OF WARRANTIES; 
VENDOR'S WARRANTIES; USE OF THE FACILITIES 

Section 9.01. Disclaimer of Warranties. THE AUTHORITY MAKES NO 
AGREEMENT, WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, 
AS TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY, FITNESS FOR 
PARTICULAR PURPOSE OR FITNESS FOR USE OF THE FACILITIES OR THE PROJECT, 
OR WARRANTY WITH RESPECT THERETO. THE CITY ACKNOWLEDGES THAT THE 
AUTHORITY IS NOT A MANUFACTURER OF THE FACILITIES OR THE PROJECT OR 
A DEALER THEREIN, THAT THE CITY LEASES THE FACILITIES AS-IS, IT BEING 
AGREED THAT ALL OF THE AFOREMENTIONED RISKS ARE TO BE BORNE BY THE 
CITY. In no event shall the Authority be liable for any incidental, indirect, special or 
consequential damage in connection with or arising out of this Lease Agreement or the existence, 
finishing, functioning or the City's use of any item or products or services provided for in this 
Lease Agreement. 

Section 9.02. Vendor's Warranties. The Authority hereby irrevocably appoints the City 
its agent and attorney-in-fact during the term of this Lease Agreement, so long as the City shall 
not be in default hereunder, to assert from time to time whatever claims and rights, including 
warranties of the Leased Property or the Project, which the Authority may have against the 
manufacturers, vendors and contractors of the Leased Property or the Project. The City's sole 
remedy for the breach of such warranty, indemnification or representation shall be against the 
manufacturer or vendor or contractor of the Leased Property or of the Project, and not against the 
Authority, nor shall such matter have any effect whatsoever on the rights and obligations of the 
Authority with respect to this Lease Agreement, including the right to receive full and timely 
payments hereunder. The City expressly acknowledges that the Authority makes, and has made, 
no representation or warranties whatsoever as to the existence or availability of such warranties 
of the manufacturer, vendor or contractor. 

Section 9.03. Use of the Leased Proprtv. The City will not install, use, operate or 
maintain the Leased Property improperly, carelessly, in violation of any applicable law or in a 
manner contrary to that contemplated by this Lease Agreement. The City shall provide all 
permits and licenses, if any, necessary for the installation and operation of the Leased Property. 
In addition, the City agrees to comply in all respects (including, without limitation, with respect 
to the use, maintenance and operation of the Leased Propertf) with all laws of the jurisdictions in 



which its operations may extend and any legislative, executive, administrative or judicial body 
exercising any power or jurisdiction over the Leased Property; provided, however, that the City 
may contest in good faith the validity or application of any such law or rule in any reasonable 
manner which does not, in the opinion of the Authority, adversely affect the estate of the 
Authority in and to the Leased Property or its interest or rights under this Lease Agreement. 

ARTICLE X 

ASSIGNMENT, SUBLEASING AND INDEMNIFICATION 

Section 10.01. Ass imen t  by Authoritv. The City and the Authority acknowledge that 
this Lease Agreement, including the rights to receive the Base Rental Payments hereunder, and 
the rights of the City to receive payments from the Agency under the Reimbursement Agreement 
and the rights to enforce the covenants, agreements, representations and warranties of the City 
hereunder and all other rights and remedies of the Authority hereunder (except the rights to 
expenses, fees and indemnification of the Authority provided herein), have been pledged and 
assigned by the Authority to the Trustee under the Indenture as security for the repayment of the 
Bonds. Base Rental Payments, including payments made by the Redevelopment Agency to the 
City under the Reimbursement Agreement, shall be paid directly to the Trustee. The-Trustee 
may exercise any of the rights and remedies assigned to it hereunder directly against the City. It 
is expressly agreed that, notwithstanding such pledge and assignment, the Authority shall retain 
all duties and obligations of the Authority hereunder. 

Section 10.02. Assignment and Subleasing by the City. This Lease Agreement may be 
assigned or the Leased Property or any Leased Unit or portion thereof may be subleased by the 
City, provided, that any such assignment or sublease shall be subject to all of the following 
conditions: 

(a) This Lease Agreement and the obligation of the City to make Base Rental 
Payments under this Lease Agreement shall remain obligations of the City; and 

(b) The sublessee or assignee shall become primarily liable on the obligations 
of the City under this Lease Agreement to the extent of the interest subleased or assigned; 
and 

(c) 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 or assignment; and 

(d) No such sublease or assignment by the City shall cause the Leased 
Property to be used for a purpose other than a governmental function authorized under 
the provisions of the Constitution and laws of the State; and 

(e) The City shall have delivered to the Trustee an opinion of Bond Counsel 
to the effect that such sublease or assignment shall not adversely affect the exclusion of 
interest on the Bonds from gross income for Federal income tax purposes and the 
exemption of interest on the Bonds from State of California personal income taxes. 



Section 10.03. Release and Indemnification Covenants. The City shall and hereby 
agrees to the extent permitted by law to indernnifL and save the Authority, the members of the 
Authority, and the Trustee and the members, officers and employees of each of the foregoing 
harmless fiom 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 Leased Property by the City or at its direction or request, (b) any breach or default 
on the part of the City in the performance of any of its obligations under this 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 Leased Property, (d) any act or negligence of any assignee or 
sublessee of the City, or of any agents, contractors, servants, employees or licensees of any 
assignee or sublessee of the City with respect to the Leased Property, (e) the authorization of 
payment of costs of repairs to the Leased Property, (f) the Trustee's acceptance or administration 
of the trust, or performance of its duties under the Indenture, (g) the sale of any Bonds and the 
carrying out of any of the transactions contemplated by the Bonds, or (h) any untrue statement or 
alleged untrue statement of any material fact or omission or alleged omission to state a material 
fact necessary to make the statements made, in light of the circumstances under which they were 
made, not misleading in any official statement or other disclosure document utilized in 
connection with the sale of the Bonds. No indemnification to the Authority or the Trustee is 
required to be made by the City under this Section 10.03 or elsewhere in this Lease Agreement 
for willful misconduct or negligence under this Lease Agreement by the Authority, the Trustee, 
their officers, agents, employees, successors or assigns. 

ARTICLE XI 

MISCELLANEOUS 

Section 1 1.01. Law Governing. This Lease Agreement shall be governed exclusively by 
the provisions hereof and by the laws of the State of California as the same from time to time 
exist. 

Section 11.02. Notices. All notices, statements, demands, consents, approvals, 
authorizations, offers, designations, requests, agreements or promises or other communications 
hereunder by either party to the other shall be in writing and shall be sufficiently given and 
served upon the other party if delivered personally or if mailed by United States registered mail, 
return receipt requested, postage prepaid when sent to the addresses shown on Exhibit D hereto 
or to such other addresses as the respective parties may fiom time to time designate by notice in 
writing. A copy of any such notice or other document herein referred to shall also be delivered 
to the Trustee. 

Section 1 1.03. Validity and Severabilitv. If for any reason this Lease Agreement shall be 
held by a court of competent jurisdiction to be void, voidable, or unenforceable by the Authority 
or by the City, or if for any reason it is held by such a court that any of the covenants and 
conditions of the City hereunder, including the covenant to pay rentals hereunder, is 
unenforceable for the full term hereof, then and in such event this Lease Agreement is and shall 
be deemed to be a lease under which the rentals are to be paid by the City annually in 
consideration of the right of the City to possess, occupy and use the Leased Property, and all of 
the rental and other terms, provisions and conditions of this Lease Agreement, except to the 



extent that such terms, provisions and conditions are contrary to or inconsistent with such 
holding, shall remain in full force and effect. 

Section 11.04. Net-Net-Net Lease. This Lease Agreement shall be deemed and 
construed to be a "net-net-net lease," and the City hereby agrees that the payments provided for 
herein shall be an absolute net return to the Authority or its successors or assigns, free and clear 
of any expenses, charges or set offs whatsoever. 

Section 11.05. Section Headings. All section headings contained herein are for 
convenience of reference only and are not intended to define or limit the scope of any provision 
of this Lease Agreement. 

Section 1 1.06. Amendment or Termination. The Authority and the City may at any time 
amend, modify or terminate this Lease Agreement in accordance with the terms hereof and of the 
Indenture, or provide for the amendment of this Lease Agreement to remove or substitute the 
Leased Property pursuant to Section 2.03 hereof, or to provide for the issuance of Additional 
Bonds pursuant to Section 3.07 of the Indenture. 

Section 11.07. Execution in Counterparts. This Lease Agreement may be executed in 
several counterparts, each of which shall be an original and all of which shall constitute but one 
and the same instrument. 

Section 11.08. bind in^ Effect. This Lease Agreement shall inure to'the benefit of and 
shall be binding upon the Authority and the City and their respective successors and assigns, and 
the Trustee shall be deemed a third party beneficiary of this Lease Agreement. 

Section 1 1  -09. Further Assurances and Corrective Instruments. The Authority and the 
City agree that they will, from time to time, execute, acknowledge and deliver, or cause to be 
executed, acknowledged and delivered, such supplements hereto and such further instruments as 
may reasonably be required for correcting any inadequate or incorrect description of the Leased 
Property (or any portion thereof) hereby leased or intended so to be or for carrying out the 
expressed intention of this Lease Agreement. 

Section 1 1  .lo. Authoritv and Citv Re~resentatives. Whenever under the provisions of 
this Lease Agreement the approval of the Authority or the City is required, or the Authority or 
the City is required to take some action at the request of the other, such approval or such request 
shall be given by an Authorized Oficer or Authorized Representative, as each is defined in the 
Indenture, of the applicable party, and any party hereto shall be authorized to rely upon any such 
approval or request. 

[Signature Page to Follow] 



IN WITNESS WHEREOF, the Authority has caused this Lease Agreement to be executed in its 
name by its duly authorized representative; and the City has caused this Lease Agreement to be 
executed in its name by its duly authorized officer, all as of August 1,2008. 

MODEST0 PUBLIC mANCING AUTHORITY, 
as lessor 

By: <- 
uthorized Officer 

-44 flIW+kuz - 

CITY OF MODESTO, 
as lessee 



ACKNOWLEDGMENT 

State of California ) 
County of Stanislaus ) 

On AUGUST 20,2008 before me, ESTHER PUCKETT, Notary Public, personally 
appeared GREG NYHOFF, who proved to me on the basis of satisfactory evidence to 
be the person whose name is subscribed to the within instrument and acknowledged to 
me that hetshe executed the same in hislher authorized capacity, and that by histher1 
signature on the instrument the person, or the entity upon behalf of which the person 
acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California 
that the foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature 

'" sal) 

County I State STANISLAUS I CALIFORNIA 
Commias$p  NO_/^( 0 if- Expiration ~ate-@;~- 
Date: 2-7 /a f Signature 

Print Name: M. Kumla * 
the notary '" sal) 

s anactma ~tarrs as follows: 

ACKNOWLEDGMENT 

State of California ) 
County of Stanislaus ) 

On AUGUST 20,2008 before me, ESTHER PUCKElT, Notary Public, personally 
appeared JIM RIDENOUR, who proved to me on the basis of satisfactory evidence to 
be the person whose name is subscribed to the within instrument and acknowledged to 
me that heishe executed the same in histher authorized capacity, and that by hislhert 
signature on the instrument the person, or the entity upon behalf of which the person 
acted, executed the instrument. 

I ceti i  under PENALTY OF PERJURY under the laws of the State of California 
that the foregoing paragraph is true and correct. 

WITNESS my hand and official seal. fmERPUCKEn 
cmm t lSlOl66 mnmrapwa" .' I 

signature im ,m,#n,a~l d 

(Seal) 



Exhibit A 

Rental 
Payment 
Period 
Ending 

August 14 

2009 
2010 
201 1 
2012 
2013 
2014 
2015 
2016 
2017 
201 8 
2019 
2020 
202 1 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
203 1 
2032 
2033 

Total 

Estimated Annual 
Base Rental Payments 

All the Facilities, 
excluding the 

Parking Garage and Parking Garage and 
1 a Floor Retail of 1 * Floor Retail of 
Admin Building Admin Building 

Total Estimated Annual 
Base Rental Payments 

$ 3,269,870.87 
3,342,898.56 
3,411,035.76 
3,505,378.20 
3,594,841.80 
3,654,426.56 
3,760,035.84 
3,869,862.68 
3,663,545.76 
3,767.288.52 
3,840,068.12 
3,937,788.1 6 
4,079,364.32 
4,187,989.76 
4,294,567.84 
4,398,917.96 
4,540,859.28 
4,653,765.68 
4,788,359.92 
4,738,557.68 
4,755,683.56 
4,797,207.84 
4,832,046.08 
4,865,198.52 



Exhibit B 

GENERAL DESCRIPTION OF THE LEASED PROPERTY 

1. The City's one-half undivided interest in and to portions of the City-County 
Administrative Building, including the City's one-half undivided interest in the Site upon 
which such facility will be constructed, together with the City's rights and interests in the 
use of common areas, but excluding that certain airspace subdivision on the first floor of 
the City-County Administrative building. 

2. The Public Parking Garage containing approximately 700 spaces to be used by the 
general public, including the Site upon which such facility is located. 

3. The City's undivided fifty percent (50%) interest in and to the use of facilities 
constituting the Communications Dispatch Center, including its undivided fifty percent 
(50%) interest in and to the Site, and interests in the use of common areas. 

4. The Police Facilities, including the Site upon which such facilities are located. 

5 .  The Miscellaneous Facilities, such properties being located within the City and more 
commonly referred to as Fire Stations #3, #5, #6, #7, #9 and #11; the Senior Citizen 
Center; McHenry Mansion, Parking Lot No. 25 and the Corporation Yard, all inclusive of 
the Sites upon which such facilities are located. 



Exhibit C 

LEGAL DESCRIPTION OF THE SITES 

THE LAND REFERRED TO HEREIN BELOW IS SITUATED THE CITY OF MODESTO, 
COUNTY OF STANISLAUS, STATE OF CALIFORNIA, AND IS DESCRIBED AS 
FOLLOWS: 

Parcel No. One: Communication Facility 

Parcel Two as per Parcel Map filed September 24, 1979, in Volume 29 of Parcel Maps, Page 
100, Stanislaus County Records. 

Parcel No. Two: Police Facility 

Lots 1 thru 32, inclusive, in Block 71 of the City of Modesto, as per Map filed December 21, 
1942, in Volume 15 of Maps, Stanislaus County Recorder. 

Together With: 

All that real property in the State of California, County of Stanislaus, City of Modesto, being a 
portion of the Northeast quarter of Section 32, Township 3 South, Range 9 East, Mount Diablo 
Base and Meridian, described as follows: 

That portion of the 20 foot alley in Block 71 as delineated on the Official Map of the City of 
Modesto, as per map filed December 21, 1942, in Volume 15 of Maps, Stanislaus County 
Records, described as follows: 

Beginning at the most Southerly comer of Lot 16 in said Block 71, said point being on the 
Northeastern line of said 20.00 foot alley in Block 71; thence along said Northeastern line of said 
alley, North 43' 29' 30" West, 150.00 feet, to the most Southerly comer of Lot 10 in Block 71; 
thence South 46" 30' 30" West, 20.00 feet, to the most Northerly corner of Lot 22 in Block 71, 
said point being on the Southwestern line of the 20.00 foot alley in Block 71; thence along said 
Southwestern line of said alley, South 43' 29' 30" East, 150.00 feet, to the most Easterly comer 
of Lot 17 in Block 71, said point being on the Northwestern line of 80.00 foot "F" Street; thence 
along said Northwestern line of "F" Street, North 4 6 O  30' 30" East, 20.00 feet, to the point of 
beginning. 

Parcel No. Three: a portion of 10th Street Admin. 

Lot A: 

Parcel One of Parcel Map filed June 15, 2000 in Book 50 of Parcel Maps, Page 25, Stanislaus 
County Records. 

Excepting therefrom that portion thereof conveyed to Civic Partners Modesto, Inc. by 
Corporation Grant Deed recorded June 29, 2001, Instrument No. 200 1-0072 135, Stanislaus 
County Records. 



Lot B: 

That portion of Parcel Three of Parcel Map filed June 15, 2000, in Book 50 of Parcel Maps, 
Page 25, Stanislaus County Records, being more particularly described as follows: 

Beginning at the most Easterly comer of the above mentioned Parcel 3; thence South 46" 50' 12" 
West along the line common to said Parcels 1 and 3, a distance of 15.83 feet; thence leaving last 
said line and proceeding North 43" 09' 48" West, a distance of 16.00 feet to a point on the above 
mentioned line common to said Parcels 1 and 3; thence along last said line, the following two (2) 
courses: 1) North 46" 50' 12" East, a distance of 15.83 feet; 2) South 43" 09' 48" East, a distance 
of 16.00 feet to the point of beginning. 

Parcel No. Four: A portion of 10th Street Admin. 

Parcel B of Record of Survey filed August 24,2001 in Book 26 of Record of Surveys, Page 29, 
Stanislaus County Records. 

Parcel No. Five: Senior Citizens Center 

Lots 18 through 3 1 in Block 590 of the City of Modesto as per Map filed December 21, 1942 in 
Volume 15 of Maps, Stanislaus County Records. 

Parcel No. Six: Parking Structure 

Lots 5 through 12 in Block 68 of the City of Modesto as per Map filed December 21, 1942 in 
Volume 15 of Maps, Stanislaus County Records. 

Parcel No. Seven: Parking Lot #25 

Lots 28 through 32 in Block 55 of the City of Modesto as per Map filed December 21, 1942 in 
Volume 15 of Maps, Stanislaus County Records. 

Parcel No. Eight: Fire Station #3 

Lots 1 and 2 in Block 2283 of Dry Creek Estates No. 1 as per Map filed December 13, 1966 in 
Volume 2 1 of Maps, Page 55, Stanislaus County Records. 

Parcel No. Nine: Fire Station #6 

Parcel No. C as per Parcel Map filed August 17, 1977 in Book 25 of Parcel Maps, Page 83, 
Stanislaus County Records. 

Parcel No. Ten: Fire Station #7 

Parcel A as per Parcel Map filed June 27, 1974 in Volume 19 of Maps, Page 5 1, Stanislaus 
County Records. 



Parcel No. Eleven: Fire Station #5 

Parcel 11-1 

All that portion of Lot 2 of the Fresno Tract, as per Map file'd March 4, 1903 in Volume 1 of 
Maps, Page 76, Stanislaus County Records, described as follows: 

Beginning at a point on the East line of said Lot 2 located on the centerline of a 50 foot public 
road designated as Oakdale Road on said map, which point is located North 0" 30' West 396 feet 
from the Southeast comer of said Lot 2; thence from said point of beginning parallel to the South 
line of said Lot 2, North 88" 30' West 660 feet to a point on the West line of said Lot 2; thence 
North 0" 30' West along said West line of said Lot 2 a distance of 153.73 feet; thence East 
parallel with the South line of said Lot 2, a distance of 660 feet to a point on the East line of said 
Lot 2, located on the center line of said Oakdale Road; thence along the East line of said Lot 2 
and the centerline of said Oakdale Road, South 0" 30' East 174.24 feet to the point of beginning. 

Excepting therefrom all that portion thereof lying Northerly of the North line of Burchell Court 
(formerly Northern Boulevard) extending Westerly to the West line of Lot 2. 

Also excepting therefrom all that portion thereof lying within Briggsmore Avenue, Burchell 
Court and McHenry Avenue. 

Also excepting therefrom all that certain property described in Deed to Chester D. Chambers, 
recorded March 10, 1964 in Book 1929 at Page 641, and in Deed to S.W.A.P., a Joint Venture, 
recorded July 10, 1962 in Book 1780 at Page 145, Stanislaus County Records. 

Parcel 1 1-2 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of 
Maps, Page 76, Stanislaus County Records, described as follows: 

Commencing at a point on the Southerly line of the property conveyed to Chester D. Chambers 
by Deed recorded May 7, 1959 in Volume 1545 of Official Records at Page 321, as Instnunent 
No. 13 137, Stanislaus County Records, said point being the Northeastern comer of Parcel "EN on 
the Western line of Timothy Avenue as shown ,on the Map entitled "Survey of a portion of Lot 2 
of the Fresno Tract, filed April 16, 1954 in Volume 6, Record of Surveys, Page 53, Stanislaus 
County Records; thence along a line at right angles to the Western line of Timothy Avenue, 
North 89" 30' East, 30.00 feet to a point on the Northerly extension of the centerline of Timothy 
Avenue; thence along said Northerly extension, North 00" 30' West, 46.90 feet to the true point 
of beginning; thence North 7" 52' 29" East, 84.51 feet to a point on the Northern line of said 
Chambers property, which is also the Southern line of the property conveyed to the City of 
Modesto by Deed recorded October 1 1, 1957, as Instrument No. 262 1 7, Stanislaus County 
Records, said line also being the Southern line of Parcel "A" as per Map of Record of Survey 
filed July 6, 1962 in Volume 9 of Surveys, Page 25, Stanislaus County Records; thence along 
said line, South 88' 32' 30" East, 142.76 feet to a 314 inch iron pipe at the Southeastern comer of 
said Parcel "A", said corner being the Northeast comer of said Chambers property which is also a 
point on the Western line of a 20 foot alley conveyed to the City of Modesto by Deed recorded 
October 19, 1960 in Volume 1639 of Official Records, at page 695, as Instnunent No. 29947, 



Stanislaus County Records; thence along said Westem line, South 00" 30' East, 60.58 feet; 
thence South 82" 47' 55" West, 155.59 feet to the point of beginning. 

Parcel 1 1-3 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of 
Maps, Page 76, Stanislaus County Records. 

Beginning at the Northeast comer of Parcel A, as shown on a Record of Survey Map of a portion 
of Lot 2 of the Fresno Tract, filed July 6, 1962 in Volume 9 of Record of Surveys, Page 25, 
Stanislaus County Records; thence along the North line of Parcel "A", South 89' 46' 50" West 
135.63 feet to, the true point of beginning; thence continuing along said North line South 89" 46' 
50" West 120.54 feet; thence South 37" 57' 43" East 166.35 feet to the Southwest comer of 
property conveyed to the City of Modesto by Deed recorded March 1 0, 1964 in Volume 1929 of 
Official Records, page 643, as Instrument No. 9843, Stanislaus County Records; thence along 
the West line of the City of Modesto property as conveyed by Deed above referred to and the 
Northerly extension of said Westerly line North 7" 52' 29" East 132.90 feet, more or less, to the 
true point of beginning. 

Parcel 1 1-4 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of 
Maps, Page 76, Stanislaus County Records, described as follows: 

Beginning at the Northeast comer of Parcel D, as shown on a Record of Survey Map of a portion 
of Lot 2 of the Fresno Tract, filed April 16, 1954 in Volume 6 of Record of Surveys, Page 53, 
Stanislaus County Records; thence North 83" 31' 30" West along the North line of said Parcel D 
and its Westerly extension, a distance of 155.02 feet, more or less, to the centerline of Timothy 
Avenue, as shown on the Record of Survey above referred to; thence North 0' 30' West, along 
the Northerly extension of said centerline of Timothy Avenue to the Southwest comer of the 
property conveyed to the City of Modesto by Deed recorded March 10, 1964, in Volume 1929 of 
Official Records, Page 643, as Instrument No. 9843. Stanislaus County Records; thence North 
82" 47' 55" East along the South line of the City of Modesto property, as conveyed by Deed 
above referred to, to the Southeast comer thereof, said point being on the West line of the 
property conveyed to the City of Modesto by Deed recorded October 19, 1960 in Volume 1639 
of Oficial Records, Page 695, as Instrument No. 29947, Stanislaus County Records; thence 
South along the West line of the City of Modesto property as conveyed by Deed last above 
referred to, 71.83 feet, more or less, to the point of beginning. 

Parcel 1 1-5 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of 
Maps, Page 76, Stanislaus County Records, described as follows: 

Commencing at the 314 inch iron pipe set for the Northeastern comer of Parcel "A", as per Map 
of Record of Survey filed July 26, 1962 in Volume 9 of Record of Surveys, Page 25, Stanislaus 
County Records; thence along the Northern line of said Parcel "A", South 89" 46' 50" West, 
135.63 feet to the Northeastern comer of the property conveyed to Chester D. Chambers by Deed 



recorded March 10, 1964 in Volume 1929 of Official Records, Page 641, as Instrument No. 
9844, Stanislaus County Records; thence along the Eastern line of the Chambers property and 
the Western line of the property conveyed to the City of Modesto by Deed recorded March 10, - 
1964 in Volume 1929 of Oficial Records, Page 643, as Instrument No. 9843, Stanislaus County 
Records, South 07" 52' 29" West, 132.90 feet to the Southwestern comer of the City property as 
conveyed by Deed above referred to, and the true point of beginning; thence South 00' 30' 00" 
Erist, 48.44 feet, more or less, to a point on the Southern line of property conveyed to Chester D. 
Chambers by Deed recorded May 7, 1959, as Instrument No. 13 137, Stanislaus County Records, 
said point being on the centerline of the 60.00 foot Timothy Avenue, as shown on a Record of 
Survey filed April 16, 1954 in Volurne 6 of Record of Surveys, Page 53, Stanislaus County 
Records; thence along said Southern line of the property conveyed to Chambers by Deed last 
above referred to and the North line of Timothy Avenue as shown on a Record of Survey filed 
April 16, 1954 in Volume 6 of Record of Surveys, page 53, Stanislaus County Records, North 
88" 30' West, 30.02 feet to a point on the Western line of Timothy Avenue, as shown on said 
Record of Surveys; thence along said Western line, North 00" 30' 00" West, 0.52 feet; thence 
along a tangent curve concave to the Southwest having a radius of 15.00 feet, a central angle of 
46' 11' 13" and an arc length of 12.09 feet to a point of reverse curvature fiom which a radial 
line bears North 43" 18' 47" East; thence along said reverse curve concave to the East, having a 
radius of 50.00 feet, a central angle of 98" 43' 30" and an arc length of 86.15 feet; thence along a 
radial line, South 37O 57' 43" East, 50.00 feet to the Southwest comer of the property conveyed 
to the City of Modesto by the Deed referred to and the true point of beginning. 

Parcel No. Twelve: Corporation Yard 

All that portion of Section 29 Township 3 South Range 9 East MDB&M described as All of 
Block 434 and all of Lots 11 to 21 inclusive of Block 433 of City of. Modesto. Except that 
portion of Lots 19,20 and 21 in Block 433 described as beginning at the Southwest comer of Lot 
21 ; then along the West line of Lots 21 and 20, North 20' 19' 36" E., 68.5 feet to a point on a non 
tangent curve; thence along said curve concave to the Northeast with the long chord bearing 
South 3 1" 08' 27" East fiom said point, having a radius of 787 feet, a central angle of 5" 34' 1 1 ", 
an arc length of 76.5 feet, to the South line of Block 433; then along the South line of Block 433, 
North 88" 53' 48" West, 63.35 feet to point of origin. 

Parcel No. Thirteen: Fire Station No. 11 

All that portion of the Southwest quarter of Section 6, Township 3 South, Range 9 East, 
M.D.B.&M., described as follows: 

Parcel 1 B, as per Parcel Map filed July 25, 1967 in Book 3 of Parcel Maps, Page 120, Stanislaus 
County Records. 

Parcel No. Fourteen: Fire Station No. 9 

Lots 14 and 15 in Block 1850 of Fara Estates, as per Map filed October 17, 1979 in Volume 28 
of Maps, Page 68, Stanislaus County Records 



Parcel No. Fifteen: a portion of 10th Street Admin. 

1. Parcel A-1 of Record of Survey filed August 24,2001 in Book 26 of Record of Surveys, 
Page 29, Stanislaus County Records. 

2. Parcel A-2 of Record of Survey filed August 24,2001 in Book 26 of Record of Surveys, 
Page 29, Stanislaus County Records. 

Parcel No. Sixteen: McHenry Mansion 

Lots 17 through 24 in Block 122 of the City of Modesto, as per map filed December 2 1, 1942 in 
Volume 15 of Maps, Stanislaus County Records. 



Exhibit D 

ADDRESSES FOR NOTICES 

If to the City: City of Modesto 
P.O. Box 642 
1 0 1 0 Tenth Street, Suite 5200 
Modesto, California 95353 
Attention: Director of Finance 

If to the Authority: Modesto Public Financing Authority 
\ c/o City of Modesto 

P.O. Box 642 
10 10 Tenth Street, Suite 5200 
Modesto, California 95353 
Attention: Chairman 

If to the Financing Agency: City-County Capital Improvements and Financing Agency 
(c/o Stanislaus County) 
1010 Tenth Street, Sixth Floor 
Modesto, California 95353 
Attention: Chief Executive Officer 

If to the County: County of Stanislaus 
1010 Tenth Street, Sixth Floor 
Modesto, California 96354 
Attention: Chief Executive Officer 

If to the Trustee: The Bank of New York Mellon Trust Company, N.A. 
550 Kearny Street, Suite 600 
San Francisco, CA 94 108-2527 
Facsimile No.: (41 5) 399-1 647 



- - - - . . . - - - . . . .-- - . .. - - - . . 

1111 111 111 1111 11 1111 11111 11 11 111 111 11111 1111 11111 
St  anis laus, Count Recorder 

Recording requested by 
1 Lee Lundr i an Co ecorder Off ice 

and return to: DOC- ~ c c t  581-chicago 4888-0894325-80 T i t l e  

CITY OF MODEST0 
C/O Sidley Austin LLP 
555 ~alifornia Street, Suite 2000 
San Francisco, California 941 04 

Attention: Ty H. Conner, Esq. 

Thursday, RUG 28, 2008 08:00:00 
T t l P d  $1,01 Nbr-0012596339 
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FACILITIES LEASE 
(Police Facilities and Miscellaneous Facilities) 

by and between the 

CITY OF MODEST0 

and the 

MODEST0 PUBLIC FINANCING AUTHORITY 

Dated as of August 1,2008 

THIS TRANSACTION IS EXEMPT FROM FlLMG FEES PURSUANT TO CALIFORNIA GOVERNMENT CODE SEmION 6103 AND 
TRANSFER TAXES PURSUANT TO CALIFORNIA REVENUE AND TAXATION CODE SECTION 1 1928 
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FACILITIES LEASE 

THIS FACILITIES LEASE, dated as of August 1, 2008 (this "Facilities Lease"), by and 
between the CITY OF MODESTO, a charter city and a municipal corporation duly organized 
and existing under the laws of the State of California (the "m'), as lessor, and the MODEST0 
PUBLIC FINANCING AUTHORITY, a joint exercise powers authority, duly organized and 
existing under and by virtue of the laws of the State of California (the   author it^"), as lessee; 

W I T N E S S E T H :  ---------- 

WHEREAS, the Authority previously issued its Lease Revenue Bonds, Series 1998 
(Capital Improvements and Refinancing Project) (the "1998 Bonds"), pursuant to a certain Trust 
Indenture, dated as of March 1, 1998 (the "1998 Indenture"), by and between the Authority and 
The Bank of New York Mellon Trust Company, as successor trustee (the "1998 Trustee") for the 
purpose of (i) providing funds for the 1 0 ~  Street Place Project and the police headquarters 
building, and communications dispatch center (collectively, the "1998 Proiect"), (ii) providing 
funds to refund its outstanding Certificates of Participation (Capital Improvements Project), (iii) 
paying capitalized interest on the 1998 Bonds, (iv) providing a debt senice reserve h d  for the 
1998 Bonds and (v) paying the costs of issuance therefore; 

WHEREAS, the Authority previously issued its Lease Revenue Refunding and Capital 
Improvements Bonds, Series 2007 (the "2007 Bonds"), pursuant to a certain Bond Indenture, 
dated as of April 1,2007 (the "2007 Indenture"), by and between the Authority and The Bank of 
New York Mellon Trust Company, as successor trustee (the "2007 Trustee") for the purpose of 
(i) providing funds to finance certain additional improvements to John Thurman field (the ''2007 
Proiect"), (ii) providing funds to refund all of its Lease Revenue Bonds, Series 1997 (John 
Thurman Field Renovation Project) (the "1997 Bonds") and (iii) providing funds to refund a 
portion of its 1998 Bonds; 

WHEREAS, the City has determined to refund all of the 1998 Bonds and all of the 2007 
Bonds; 

WHEREAS, the Authority desires to issue its Lease Revenue Refunding Bonds, Series 
2008, in one or more series of bonds (the "2008 Bonds"), pursuant to a certain Indenture, dated 
as of August 1,2008 (the "Indenture") by and between the Authority and The Bank of New York 
Mellon Trust Company, N.A., as trustee (the "Trustee"), for the purposes of (i) providing funds 
to refund all of the 1998 Bonds and all of the 2007 Bonds, and (ii) paying the costs of issuance 
therefor; 

WHEREAS, in furtherance of the issuance of the 2008 Bonds or any subsequent bonds or 
obligations issued to refund such bonds (the "Refunding Bonds" and, together with the 2008 
Bonds, the "Bonds"), the City desires to lease certain real property and improvements to the 
Authority, as more particularly described in Exhibit A hereto (the "Facilities"); 

WHEREAS, the Authority will lease-back the Facilities, together with certain other 
properties (collectively, the "Leased Propertv") to the City pursuant to the Lease Agreement, 



dated as of August 1, 2008 (the "Lease Agreement"), between the Authority and the City 
(capitalized terms used herein and not otherwise defined herein have the meanings assigned 
thereto in the Lease Agreement); 

WHEREAS, under the Lease Agreement, the City will be obligated to make Lease 
Payments to the Authority for the lease of the Leased Property and the Authority will pledge ' 

such Lease Payments to the Trustee for payment of the Bonds; and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened 
and to have been performed precedent to and in connection with the execution and entering into 
of this Facilities Lease do exist, have hap$ened and have been performed in regular and due 
time, form and manner as required by law, and the parties hereto are now duly authorized to 
execute and enter into this Facilities Lease; 

NOW, THEREFORE, IN CONSIDERATION OF THE FACILITIES AND OF THE 
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER 
VALUABLE CONSIDERATION, THE PARTIES HERETO AGREE AS FOLLOWS: 

Section 1. Leased Premises. 

The City hereby leases to the Authority (without the option to purchase) and the 
Authority hereby leases from the City, on the terns and conditions hereinafter set forth, the 
Facilities, as described on Exhibit A hereto. 

Section 2. Authority's Covenant to Issue the 2008 Bonds. 

In consideration of the lease of the Facilities by the City to the Authority as provided in 
Section 1 hereof, the Authority hereby covenants to issue its 2008 Bonds and to apply or cause 
the proceeds thereof to be applied in accordance with the terms of the Indenture and related 
agreements thereto. 

Section 3. Term. 

The term hereof shall commence as of the date hereof and shall remain in effect until the 
term of the Lease Agreement expires as provided by Section 2.02 thereof, provided. however, 
that if Lease Payments (as defined therein) due under the Lease Agreement remain unpaid at the 
expiration of the Lease Agreement term, then this Facilities Lease shall not terminate until the 
later of (i) September 1,2043, (ii) the date on which all 2008 Bonds have been paid in 111 or (iii) 
the expiration of the term of any lease executed and delivered pursuant to Section 6.02 of the 
Lease Agreement, unless such term is sooner terminated as hereinafter provided. 

Section 4. Rental. 

The Authority shall pay to the City as and for the rental hereunder the sum of One Dollar 
($1.00) on the date of the initial issuance of the 2008 Bonds. 



Section 5. Purpose. 

The Authority shall use the Facilities solely for the purpose of subletting the Facilities to 
the City pursuant to the Lease Agreement, provided, that in the event of default by the City under 
the Lease Agreement the Authority may exercise the remedies provided in the Lease Agreement. 

Section 6. Owner in Fee. 

The City covenants that it is the owner in fee of the real property and improvements, as 
more particularly described in Exhibit A hereto, except as to easements and encumbrances which 
will not adversely affect the Authority's use and occupancy of the Facilities. 

Section 7. Assiments and Subleases. 

Unless the City shall be in default under the Lease Agreement, the Authority may not, 
without the written consent of the City, assign its rights hereunder or sublet the Facilities, except 
as otherwise contemplated by Section 5 above. 

Section 8. Rinht of Entry: Easements. 

The City reserves the right for any of its duly authorized representatives to enter upon the 
Facilities at any reasonable time to inspect the same or to make any repairs, improvements or 
changes necessary for the preservation thereof, which right is exercisable only so long as the City 
is not in default under the Lease Agreement. 

Section 9. Termination. 

The Authority agrees, upon the termination of this Facilities Lease, to quit and surrender 
the Facilities in the same good order and condition as the same was in at the time of 
commencement of the terms hereunder (with such modifications and improvements as are 
contemplated by the 5 a s e  Agreement), reasonable wear and tear excepted, and M e r  agrees 
that any permanent improvements and structures existing upon the Facilities at the time of the 
termination of this Facilities Lease shall remain thereon and title thereto shall vest in the City. 

Section 10. Default. 

In the event the Authority shall be in default in the performance of any obligation on its 
part to be performed under the terms of this Facilities Lease, which default continues for thirty 
(30) days following written notice to and demand for correction thereof by the City, the City may 
exercise any and all remedies granted by law which do not adversely affect the interests of the 
owners of the Bonds, with the consent of the Trustee; provided that the City may not terminate 
this Facilities Lease and shall exercise only remedies providing for specific performance 
hereunder. 

Section 1 1. Quiet Enioment. 

The Authority, at all times during the term hereof, shall peaceably and quietly have, hold 
and enjoy all of the Facilities leased hereunder. 



Section 12. Waiver of Personal Liability. 

All liabilities hereunder on the part of the Authority shall be solely liabilities of the 
Authority, as a separate legal entity and agency, and the City hereby releases each and every 
member, director, officer, agent or employee of the Authority of and fiom any personal or 
individual liability hereunder. No member, director, officer, agent or employee of the Authority 
shall at any time or under any circumstances be individually or personally liable hereunder to the 
City or to any other party whomsoever for anything done or omitted to be done by the Authority 
hereunder. 

Section 13. Taxes. 

The City covenants and agrees to pay any and all assessments of any kind or character 
and also all taxes, including possessory interest taxes, levied or assessed upon the Facilities. 

Section 14. Eminent Domain, 

In the event the whole (or so much thereof as to render the remainder.unusable for the 
purposes for which it was intended by the City) or any part of the Facilities is taken by eminent 
domain proceedings, the proceeds of such proceedings allocable to the Facilities, as determined 
by the City, shall be paid to the Trustee for application in accordance with Section 5.06 of the 
Indenture. 

Section 1 5. Title Insurance. 

In the event that any proceeds are paid under the title policy delivered to the City, such 
proceeds attributable to the Facilities, as determined by the City, shall be paid to the Trustee for 
application in accordance with Section 5.06 of the Indenture. 

Section 16. Liability. Casualty, Fire and Extended Insurance. 

The City hereby covenants to obtain and cause to be maintained throughout the term of 
this Facilities Lease, a standard comprehensive general liability insurance policy or policies, and 
insurance against loss or damage to any part of the Facilities by reason of fire and lightning, with 
extended coverage and vandalism and malicious mischief, in protection of the Authority, the 
City, the Trustee for the Bonds, the County and their respective members, directors, officers, 
agents and employees (the "Insured Partiesyy), indemnifying said parties against all direct or 
contingent loss or liability for damages for personal injury, death or property damage occasioned 
by reason of the operation of the Facilities. The standard comprehensive general liability 
insurance policy or policies required by this Section shall have minimum liability limits of 
minimum liability limits of one million dollars ($1,000,000) for personal injury or death of,each 
person and three million dollars ($3,000,000) for personal injury or deaths of two or more 
persons in each accident or event, and in a minimum amount of five hundred thousand dollars 
($500,000) for damage to property resulting fiom 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 three million dollars ($3,000,000) covering all such risks. Such liability insurance may 
be maintained as part of or in conjunction with any other liability insurance carried by the City or 
the County. 



Casualty insurance and fire and extended coverage required by this Section shall be in an 
amount equal to the replacement cost (without deduction for depreciation) of all structures 
constituting any part of the Project (less the cost of the land), excluding the cost of excavations, 
of grading and filling, and of the land (except that such insurance may be subject to deductible 
clauses for any one loss of not to exceed $100,000 for any one loss, or in the case of flood or 
earthquake, ten percent of such amount or a comparable deductible adjusted for inflation), or, in 
the alternative, shaIl be in an amount and in a form sufficient, in the event of total or partial loss, 
to enable the payment of all Bonds then outstanding. Such casualty insurance may be 
maintained as part of or in conjunction with any other casualty insurance carried by the City. 
The proceeds of the liability insurance shall be applied to the payment of any claim covered by 
such policy. The proceeds of any casualty insurance and for any extended coverage shall be 
used for the repaii, reconstruction or replacement of the damaged or destroyed portion of the 
Project, and the City shall hold any such proceeds separate and apart from all other b d s  held by 
the City in a special fund to be designated the "Insurance and Condemnation Fund," to the end 
that such proceeds shall be applied to the repair, reconstruction or replacement of the Project to 
at least the same good order, repair and condition as it was in prior to the damage or destruction, 
insofar as the same may be accomplished by the use of said proceeds; provided, however, if the 
City determines that the repair, reconstruction or replacement is not feasible within 24 months 
fiom the date of loss, then any proceeds received as a result of damage to the Facilities shall be 
paid to the Trustee. 

Section 17. Third Party Insureds. 

The insurance policies required by Section 15 and 16 hereof shall name the 
Authority as a third-party insured and shall include endorsements making amounts payable under 
such policies payable to the Authority in accordance with its interests described hereunder. 

Section 18. Partial Invaliditv. 

If any one or more of the terms, provisions, covenants or conditions of this Facilities 
Lease shall to any extent be declared invalid, unenforceable, void or voidable for any reason 
whatsoever by a court of competent jurisdiction, the finding or order or decree of which becomes 
final, none of the remaining terms, provisions, covenants and conditions of this Facilities Lease 
shall be affected thereby, and each provision of this Facilities Lease shall be valid and 
enforceable to the fullest extent permitted by law. 

Section 19. Notices. 

All notices, statements, demands, consents, approvals, authorizations, offers, 
designations, requests or other communications hereunder by either party to the other shall be in 
writing and shall be sufficiently given and served upon the other party if delivered personally or 
if mailed by United States registered or certified mail, return receipt requested, postage prepaid, 
and addressed as provided in Exhibit B hereof, and in all cases with a copy to the Trustee, or to 
such other addresses as the respective parties may fiom time to time designate by notice in 
writing. 



Section 20. No Mergers of Interest. 

The Leasehold estates under this Facilities Lease and the Lease Agreement shall not 
merge, whether by the exercise of any right or remedy hereunder or thereunder, by operation of 
law, or otherwise. 

Section 2 1. Section Headings. 

All section headings contained herein are for convenience of reference only and are not 
intended to define or limit the scope of any provision hereof. 

Section 22. Amendment. 

The Authority and the City may at any time agree to the amendment of this Facilities 
Lease; provided. however, that the Authority and the City agree and recognize that this Facilities 
Lease Agreement is entered into as contemplated by the terms of the Indenture, and accordingly, 
that any such amendment shall only be made or effected in accordance with and subject to the 
terms of the Indenture. 

Section 23. Execution. 

This Facilities Lease may be executed in any number of counterparts, each of which shall 
be deemed to be an original, but all together shall constitute but one and the same Facilities 
Lease. It is also agreed that separate counterparts of this Facilities Lease may separately be 
executed by the City and the Authority, all with the same force and effect as though the same 
counterpart had been executed by both the City and the Authority. 

Section 24. govern in^ Law 

This Facilities Lease shall be governed by and construed in accordance with the 
laws of the State of California 

[Signature Page to Follow] 



IN WITNESS WHEREOF, the City and the Authority have caused this Facilities Lease 
to be executed by their respective officers thereunto duly authorized, all as of the day and year 
first above written. 

CITY OF MODESTO, 
as Lessor 

By: 

MODEST0 PUBLIC FINANCING AUTHORITY, 
Lessee 

By: rn 
Authorized Officer 

JIM & P € ~ O C -  

Approved as to Form: 

By: 
City Attorney 

Gvar~a * D  



ACKNOWLEDGMENT 

State of Califomia ) 
County of Stanislaus ) 

On AUGUST 20,2008 before me, ESTHER PUCKETT, Notary Public, personally 
appeared GREG NYHOFF, who proved to me on the basis of satisfactory evidence to 

, .be the person whose name is subscribed to the within instrument and acknowledged to 
me that helshe executed the same in hislher authorized capacity, and that by hislherl 
signature on the instrument the person, or the entity upon behalf of which the person 
acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California 
that the foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

Government Code 27361.7:l certify under penalty of perjury that the notary 
(Seal) 

Seal on the document to which thls statement 1 attached reads as follows: 
Name of ~ o t a t y 2 a . i  P d  

Expiration Date ~ a d u r ~  
Signature 

Print Name: M. Kumler 

ACKNOWLEDGMENT 

State of California ) 
County of Stanislaus ) 

On AUGUST 20,2008 before me, ESTHER PUCKElT, Notary Public, personally 
appeared JIM RIDENOUR, who proved to me on the basis of satisfactory evidence to 
be the person whose name is subscribed to the within instrument and acknowledged to 
me that helshe executed the same in hislher authorized capacity, and that by hislherl 
signature on the instrument the person, or the entity upon behalf of which the person 
acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California 
that the foregoing paragraph is true and correct.. 

WITNESS my hand and official seal. 

Signature 

(Seal) 



EXHIBIT A 

LEGAL DESCRIPTION OF THE FACILITIES 

The Facilities shall consist of the real property and improvements located in the City of 
Modesto, County of Stanislaus, described as follows: 

Police Facilities and Miscellaneous Facilities 

THE LAND REFERRED TO HEREIN BELOW IS SITUATED THE CITY OF MODESTO, 
COUNTY OF STANISLAUS, STATE OF CALIFORNIA, AND IS DESCRIBED AS 
FOLLOWS: 

Police Facility 

Lots 1 thru 32, inclusive, in Block 71 of the City of Modesto, as per Map filed December 21, 
1942, in Volunie 15 of Maps, Stanislaus County Recorder. 

Together With: 

All that real property in the State of California, County of Stanislaus, City of Modesto, being a 
portion of the Northeast quarter of Section 32, Township 3 South, Range 9 East, Mount Diablo 
Base and Meridian, described as follows: 

That portion of the 20 foot alley in Block 71 as delineated on the Official Map of the City of 
Modesto, as per map filed December 21,1942, in Volume 15 of Maps, Stanislaw County 
Records, described as follows: 

Beginning at the most Southerly comer of Lot 16 in said Block 71, said point being on the 
Northeastern line of said 20.00 foot alley in Block 71; thence along said Northeastern line of said 
alley, North 43" 29' 30" West, 150.00 feet, to the most Southerly comer of Lot 10 in Block 71; 
thence South 46" 30' 30" West, 20.00 feet, to the most Northerly comer of  Lot 22 in Block 71, 
said point being on the Southwestern line of the 20.00 foot alley in Block 71; thence along said 
southwestern line of said alley, South 43' 29' 30" East, 150.00 feet, to the most Easterly corner 
of Lot 17 in Block 71, said point being on the Northwestern line of 80.00 foot 'IF" Street; thence 
along said Northwestern line of "F" Street, North 46" 30' 30" East, 20.00 feet, to the point of 
beginning. 

Senior Citizens Center 

Lots 18 through 3 1 in Block 590 of the City of Modesto as per Map filed December 2 1, 1942 in 
Volume 15 of Maps, Stanislaus County Records. 

Parking Structure 

Lots 5 through 12 in Block 68 of the City of Modesto as per Map filed December 21, 1942 in 
Volume 15 of Maps, Stanislaus County Records. 



Parking Lot #25 

Lots 28 through 32 in Block 55 of the City of Modesto as per Map filed December 21, 1942 in 
Volume 15 of Maps, Stanislaus County Records. 

Fire Station #3 

Lots 1 and 2 in Block 2283 of Dry Creek Estates No. 1 as per Map filed December 13, 1966 in 
Volume 21 of Maps, Page 55, Stanislaus County Records. 

Fire Station #6 

Parcel No. C as per Parcel Map filed August 17, 1977 in Book 25 of Parcel Maps, Page 83, 
Stanislaus County Records. 

Fire Station #7 

Parcel A as per Parcel Map filed June 27, 1974 in Volume 19 of Maps, Page 51, Stanislaus 
County Records. 

Fire Station #5 

Parcel 11-1 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of 
Maps, Page 76, Stanislaus County Records, described as follows: 

Beginning at a point on the East line of said Lot 2 located on the centerline of a 50 foot public 
road designated as Oakdale Road on said map, which point is located North 0" 30' West 396 feet 
from the Southeast comer of said Lot 2; thence fiom said point of beginning parallel to the South 
line of said Lot 2, North 88' 30' West 660 feet to a point on the West line of said Lot 2; thence 
North 0" 30' West along said West line of said Lot 2 a distance of 153.73 feet; thence East 
parallel with the South line of said Lot 2, a distance of 660 feet to a point on the East line of said 
Lot 2, located on the center line of said Oakdale Road; thence along the East line of said Lot 2 
and the centerline of said Oakdale Road, South O0 30' East 174.24 feet to the point of beginning. 

Excepting therefrom all that portion thereof lying Northerly of the North line of Burchell Court 
(formerly Northern Boulevard) extending Westerly to the West line of Lot 2. 

Also excepting therefrom all that portion thereof lying within Briggsmore Avenue, Burchell 
Court and McHenry Avenue. 

Also excepting therefrom all that certain property described in Deed to Chester D. Chambers, 
recorded March 10, 1964 in Book 1929 at Page 64 1, and in Deed to S. W.A.P., a Joint Venture, 
recorded July 10,1962 in Book 1780 at Page 145, Stanislaus County Records. 



Parcel 1 1-2 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of 
Maps, Page 76, Stanislaus County Records, described as follows: 

Commencing at a point on the Southerly line of the property conveyed to Chester D. Chambers 
by Deed recorded May 7, 1959 in Volume 1545 of Official Records at Page 321, as Instrument 
No. 13 137, Stanislaus County Records, said point being the Northeastern comer of Parcel "EM on 
the Western line of Timothy Avenue as shown on the Map entitled "Survey of a portion of Lot 2 . 
of the Fresno Tract, filed April 16, 1954 in Volume 6, Record of Surveys, Page 53, Stanislaus 
County Records; thence along a line at right angles to the Western line of Timothy Avenue, 
North 89" 30' East, 30.00 feet to a point on the Northerly extension of the centerline of Timothy 
Avenue; thence along said Northerly extension, North 00" 30' West, 46.90 feet to the true point 
of beginning; thence North 7" 52' 29" East, 84.51 feet to a point on the Northern line of said 
Chambers property, which is also the Southern line of the property conveyed to the City of 
Modesto by Deed recorded October 11, 1957, as Instrument No. 26217, Stanislaus county 
Records, said line also being the Southern line of Parcel "A" as per Map of Record of Survey 
filed July 6, 1962 in Volume 9 of Surveys, Page 25, Stanislaus County Records; thence along 
said line, South 88" 32' 30" East, 142.76 feet to a 314 inch iron pipe at the Southeastern comer of 
said Parcel "A", said corner being the Northeast comer of said Chambers property which is also a 
point on the Western line of a 20 foot alley conveyed to the City of Modesto by Deed recorded 
October 19, 1960 in Volume 1639 of Official Records, at page 695, as Instrument No. 29947, 
Stanislaus County Records; thence along said Western line, South 00" 30' East, 60.58 feet; 
thence South 82" 47' 55" West, 155.59 feet to the point of beginning. 

Parcel 1 1-3 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of 
Maps, Page 76, Stanislaus County Records. 

Beginning at the Northeast comer of Parcel A, as shown on a Record of Survey Map of a portion 
of Lot 2 of the Fresno Tract, filed July 6, 1962 in Volume 9 of Record of Surveys, Page 25, 
Stanislaus County Records; thence along the .North line of Parcel "A", South 89" 46' 50" West 
135.63 feet to the true poiqt of beginning; thence continuing along said North line South 89" 46' 
50" West 120.54 feet; thence South 37" 57' 43" East 166.35 feet to the Southwest comer of 
property conveyed to the City of Modesto by Deed recorded March 10, 1964 in Volume 1929 of 
Official Records, page 643, as Instrument No. 9843, Stanislaus County Records; thence along 
the West line of the City of Modesto property as conveyed by Deed above referred to and the 
Northerly extension of said Westerly line North 7" 52' 29" East 132.90 feet, more or less, to the 
true point of beginning. 

Parcel 1 1-4 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of 
Maps, Page 76, Stanislaus County Records, described as follows: 

Beginning at the Northeast comer of Parcel D, as shown on a Record of Survey Map of a portion 
of Lot 2 of the Fresno Tract, filed April 16, 1954 in Volume 6 of Record of Surveys, Page 53, 



Stanislaus County Records; thence North 83" 31' 30" West along the North line of said Parcel D 
and its Westerly extension, a distance of 155.02 feet, more or less, to the centerline of Timothy 
Avenue, as shown on the Record of Survey above referred to; thence North 0" 30' West, along 
the Northerly extension of said centerline of Timothy Avenue to the Southwest corner of the 
property conveyed to the City of Modesto by Deed recorded March 10, 1964, in Volume 1929 of 
Official Records, Page 643, as Instrument No. 9843, Stanislaus County Records; thence North 
82" 47' 55" East along the South line of the City of Modesto property, as conveyed by Deed 
above referred to, to the Southeast comer thereof, said point being on the West line of the 
property conveyed to the City of Modesto by Deed recorded October 19, 1960 in Volume 1639 
of Official Records, Page 695, as Instrument No. 29947, Stanislaus County Records; thence 
South along the West line of the City of Modesto property as conveyed by Deed last above 
referred to, 71.83 feet, more or less, to the point of beginning. 

Parcel 1 1-5 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of 
Maps, Page 76, Stanislaus County Records, described as follows: 

Commencing at the 314 inch iron pipe set for the Northeastern comer of Parcel "A", as per Map 
of Record of Survey filed July 26, 1962 in Volume 9 of Record of Surveys, Page 25, Stanislaus 
County Records; thence along the Northem line of said Parcel "A", South 89" 46' 50" West, 
135.63 feet to the Northeastern comer of the property conveyed to Chester D. Chambers by Deed 
recorded March 10, 1964 in Volume 1929 of Official Records, Page 641, as Instrument No. 
9844, Stanislaus County Records; thence along the Eastern line of the Chambers property and 
the Western line of the property conveyed to the City of Modesto by Deed recorded March 10, 
1964 in Volume 1929 of Official Records, Page 643, as Instrument No. 9843, Stanislaus County 
Records, South 07" 52' 29" West, 132.90 feet to the Southwestern comer of the City property as 
conveyed by Deed above referred to, and the true point of beginning; thence South 00" 30' 00" 
East, 48.44 feet, more or less, to a point on the Southern line of property conveyed to Chester D. 
Chambers by Deed recorded May 7, 1959, as Instrument No. 13 137, Stanislaus County Records, 
said point being on the centerline of the 60.00 foot Timothy Avenue, as shown on a Record of 
Survey filed April 16, 1954 in Volume 6 of Record of Surveys, Page 53, Stanislaus County 
Records; thence along said Southern line of the property conveyed to Chambers by Deed last 
above referred to and the North line of Timothy Avenue as shown on a Record of Survey filed 
April 16, 1954 in Volume 6 of Record of Surveys, page 53, Stanislaus County Records, North 
88" 30' West, 30.02 feet to a point. on the Western line of Timothy Avenue, as shown on said 
Record of Surveys; thence along said Western line, North 00" 30' 00" West, 0.52 feet; thence 
along a tangent curve concave to the Southwest having a radius of 15.00 feet, a central angle of 
46" 11' 13" and an arc length of 12.09 feet to a point of reverse curvature from which a radial 
line bears North 43" 18' 47" East, thence along said reverse curve concave to the East, having a 
radius of 50.00 feet, a central angle of 98" 43' 30" and an arc length of 86.15 feet; thence along a 
radial line, South 37" 57' 43" East, 50.00 feet to the Southwest corner of the property conveyed 
to the City of Modesto by the Deed referred.to and the h ie  point of beginning. 



Corporation Yard 

All that portion of Section 29 Township 3 South Range 9 East MDB&M described as All of 
Block 434 and all of Lots 11 to 21 inclusive of Block 433 of City of Modesto. ~ x c e ~ t  that 
portion of Lots 19,20 and 21 in Block 433 described as beginning at the Southwest comer of Lot 
21; then along the West line of Lots 21 and 20, North 20" 19' 36" E., 68.5 feet to a point on anon 
tangent curve; thence along said curve concave to the Northeast with the long chord bearing 
South 31" 08' 27" East from said point, having a radius of 787 feet, a central angle of 5" 34' 11 ", 
an arc length of 76.5 feet, to the South line of Block 433; then along the South line of Block 433, 
North 88" 53' 48" West, 63.35 feet to point of origin. 

Fire Station No. 11 

All that portion of the Southwest quarter of Section 6, Township 3 South, Range 9 East, 
M.D.B.&M., described as follows: 

Parcel 1 B, as per Parcel Map filed July 25, 1967 in Book 3 of Parcel Maps, Page 120, Stanislaus 
County Records. 

Fire Station No. 9 

Lots 14 and 15 in Block 1850 of Fara Estates, as per Map filed October 17, 1979 in Volume 28 
of Maps, Page 68, Stanislaus County Records 

McHenry Mansion 

Lots 17 through 24 in Block 122 of the City of Modesto, as per map filed December 21,1942 in 
Volume 15 of Maps, Stanislaus County Records. 



EXHIBIT B 

NOTICES 

If to the Lessee: 

Modesto Public Financing Authority 
c/o City of Modesto 
P.O. Box 642 
101 0 Tenth Street, Suite 5200 
Modesto, California 95353 
Attention: Chairman 

If  to the Lessor: 

City of Modesto 
P.O. Box 642 
1010 Tenth Street, Suite 5200 
Modesto, California 95353 
Attention Finance Director 



Recording requested by 
and return to: 

St anis laus, Count Recorder il Lee Lundr i an Co ecorder Off ice 
DOC- 4008-0094324-80 

CITY OF MODESTO ~ c c t  501-chicago T i t l e  

C/O Sidley Austin LLP Thursday, nUG 28, 2008 08 : 00 : 00 

555 California Street, Suite 2000 Tt lPd  $0.00 Nbr-0002596338 
San Francisco, California 94 104 

OHK/R3 /1 -12  

Attention: Ty H. Conner, Esq. 

FACILITIES LEASE 
(Parking Garage) 

by and between the 

REDEVELOPMENT AGENCY OF THE CITY OF MODEST0 

and the , 

MODEST0 PUBLIC FINANCING AUTHORITY 

Dated as of August 1,2008 

THIS TRANSAmON IS EXEMPT FROM FILING FEES PURSUANT TO CALIFORNIA GOVERNMENT CODE SECTION 6103 AND 
TRANSFER TAXES PURSUANT TO CALIFORNIA REVENUE AND TAXATION CODE SECTION 1 1928 
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FACILITIES LEASE 

THIS FACILITIES LEASE, dated as of August 1, 2008 (this "Facilities Lease"), by and 
' 

between the REDEVELOPMENT AGENCY OF THE CITY OF MODESTO, a redevelopment 
agency, public body, corporate and politic, duly organized and existing under the laws of the 
State of California (the ~"Redevelovment Agency"), as lessor, and the MODEST0 PUBLIC 
FINANCING AUTHORITY, a joint exercise powers authority, duly organized and existing 
under and by virtue of the laws of the Siate of California (the  authori it^"), as lessee; 

W I T N E S S E T H :  ---------- 

WHEREAS, the Authority previously issued its Lease Revenue Bonds, Series 1998 
(Capital Improvements and Refinancing Project) (the "1998 Bonds"), pursuant to a certain Trust 
Indenture, dated as of March 1, 1998 (the "1998 Indenture"), by and between the Authority and 
The Bank of New York Mellon Trust Company, as successor trustee (the "1998 Trustee") for the 
purpose of (i) providing funds for the 10' Street Place Project and the police headquarters 
building and communications dispatch center (collectively, the "1998 Proiecty'), (ii) providing 
funds to refund its outstanding Certificates of Participation (Capital Improvements Project), (iii) 
paying capitalized interest on the 1998 Bonds, (iv) providing a debt service reserve fund for the 
1998 Bonds and (v) paying the costs of issuance therefore; 

WHEREAS, the Authority previously issued its Lease Revenue Refunding and Capital 
Improvements Bonds, Series 2007 (the "2007 Bonds"), pursuant to a certain Bond Indenture, 
dated as of April 1,2007 (the "2007 Indenture"), by and between the Authority and The Bank of 
New York Mellon Trust Company, as successor trustee (the "2007 Trustee") for the purpose of 
(i) providing funds to finance certain additional improvements to John Thurman field (the ''2007 
Proiect"), (ii) providing funds to refund all of its Lease Revenue Bonds, Series 1997 (John 
Thurman Field Renovation Project) (the "1997 Bonds") and (iii) providing funds to refund a 
portion of its 1998 Bonds; 

WHEREAS, the City of Modesto (the "&") has determined to refund all of the 1998 
Bonds and all of the 2007 Bonds; 

WHEREAS, the Authority desires to issue its Lease Revenue Refunding Bonds, Series 
2008, in one or more series of bonds (the "2008 Bonds"), pursuant to a certain Indenture, dated 
as of August 1,2008 (the "Indenture") by and between the Authority and The Bank of New York 
Mellon Trust Company, N.A., as trustee (the "Trustee"), for the purposes of (i) providing h d s  
to refund all of the 1998 Bonds and all of the 2007 Bonds, and (ii) paying the costs of issuance 
therefor; * 

WHEREAS, in furtherance of the issuance of the 2008 Bonds or any subsequent bonds or 
obligations issued to refund such bonds (the "Refunding Bonds" and, together with the 2008 
Bonds, the "Bonds"), the Redevelopment Agency desires to lease certain real property and 
improvements to the Authority, as described in Exhibit A hereto (the "Facilities"); 

WHEREAS, the Authority will lease-back the Facilities, together with certain other 
properties (collectively, the "Leased Propertv") to the City pursuant to the Lease Agreement, 
dated as of August 1, 2008 (the "Lease Ameement"), between the Authority and the City 



(capitalized terms used herein and not otherwise defined herein have the meanings assigned 
thereto in the Lease Agreement); 

WHEREAS, under the Lease Agreement, the City will be obligated to make Lease 
Payments to the Authority for the lease of the Leased Property and the Authority will pledge 
such Lease Payments to the Trustee for payment of the Bonds; and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened 
and to have been performed precedent to and in connection withthe execution and entering into 
of this Facilities Lease do exist, have happened and have been performed in regular and due 
time, form and manner as required by law, and the parties hereto are now duly authorized to 
execute and enter into this Facilities Lease; 

NOW, THEREFORE, IN CONSIDERATION OF THE FACILITIES AND OF THE 
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER 
VALUABLE CONSIDEMTION, THE PARTIES HERETO AGREE'AS FOLLOWS: ' 

Section 1. Leased Premises. 

The Redevelopment Agency hereby leases to the Authority (without the option to 
purchase) and the Authority hereby leases from the Redevelopment Agency, on the terms and 
conditions hereinafter set forth, the Facilities, as described on Exhibit A hereto. 

Section 2. Authoritv's Covenant to Issue the 2008 Bonds. 

In consideration of the lease of the Facilities by the Redevelopment Agency to the 
Authority as provided in Section 1 hereof, the Authority hereby covenants to issue its 2008 
Bonds and to apply or cause the proceeds thereof to be applied in accordance with the tenns of 
the Indenture and related agreements thereto. 

Section 3. Term. 

The term hereof shall commence as of the date hereof and shall remain in effect until the 
term of the Lease Agreement expires as provided by Section 2.02 thereof, provided. however, 
that if Lease Payments (as defined therein) due under the Lease Agreement remain unpaid at the 
expiration of the Lease Agreement term, then this Facilities Lease shall not terminate until the 
later of (i) September 1,2043, (ii) the date on which all Bonds have been paid in full or (iii) the 
expiration of the term of any lease executed and delivered pursuant to Section 6.02 of the Lease 
Agreement, unless such term is sooner terminated as hereinafter provided. 

Section 4. Rental. 

The Authority shall pay to the Redevelopment Agency as and for the rental hereunder the 
sum of One Dollar ($1.00) on the date of the initial issuance of the 2008 Bonds. 



Section 5. Puruose. 

The Authority shall use the Facilities solely for the purpose of subletting the Facilities to 
the City pursuant to the Lease Agreement, provided, that in the event of default by the City under 
the Lease Agreement the Authority may exercise the remedies provided in the Lease Agreement. 

Section 6. Owner in Fee. 

The Redevelopment Agency covenants that it is the owner in fee of the Facilities (as 
described in Exhibit A hereto), except as to easements and encumbrances which will ,not 
adversely affect the Authority's use and occupancy of the Facilities. 

Section 7. Assignments and Subleases. 

Unless the City shall be in default under the Lease Agreement, the Authority may not, 
without the written consent of the City, assign its rights hereunder or sublet the Facilities, except 
as otherwise contemplated by Section 5 above. 

Section 8. Rinht of Entrv; Easements. 

The Redevelopment Agency reserves the right for any of its duly authorized 
representatives to enter upon the Facilities at any reasonable time to inspect the same or to make 
any repairs, improvements or changes necessary for the preservation thereof, which right is 
exercisable only so long as the Redevelopment Agency is not in default under the Lease 
Agreement. 

Section 9. Termination. 

The Authority agrees, upon the termination of this Facilities Lease, to quit and surrender 
the Facilities in the same good order and condition as the same was in at the time of 
commencement of the terms hereunder (with such modifications and improvements as are 
contemplated by the Lease Agreement), reasonable wear and tear excepted, and further agrees 
that any permanent improvements and structures existing upon the Facilities at the time of the 
termination of this Facilities Lease shall remain thereon and title thereto shall vest in the 
Redevelopment Agency. 

Section 10. Default. 

In the event the Authority shall be in default in the performance of any obligation on its 
part to be performed under the terms of this Facilities Lease, which default continues for thirty 
(30) days following written notice to and demand for correction thereof by the Redevelopment 
Agency, the Redevelopment Agency may exercise any and all remedies granted by law which do 
not adversely affect the interests of the owners of the Bonds, with the consent of the Trustee; 
provided that the Redevelopment Agency may not terminate this Facilities Lease and shall 
exercise only remedies providing for specific performance hereunder. 



Section 1 1. Quiet En_iownent. 

The Authority, at all times during the term hereof, shall peaceably and quietly have, hold 
and enjoy all of the Facilities leased hereunder. 

Section 12. Waiver of Personal Liability. 

All liabilities hereunder on the part of the Authority shall be solely liabilities of the 
Authority, as a separate legal entity and agency, and the Redevelopment Agency hereby releases 
each and every member, director, officer, agent or employee of the Authority of and from any 
personal or individual liability hereunder. No member, director, oficer, agent or employee of the 
Authority shall at any time or under any circumstances be individually or personally liable 
hereunder to the Redevelopment Agency or to any other party whomsoever for anything done or 
omitted to be done by the Authority hereunder. 

Section 13. Taxes. 

The Redevelopment Agency covenants and agrees to pay any and all assessments of any 
kind or character and also all taxes, including possessory interest taxes, levied or assessed upon 
the Facilities. 

Section 14. Eminent Domain. 

In the event the whole (or so much thereof as to render the remainder unusable for the 
purposes for which it was intended by the City) or any part of the Facilities is taken by eminent 
domain proceedings, the proceeds of such proceedings allocable to the Facilities, as determined 
by the Redevelopment Agency, shall be paid to the Trustee for application in accordance with 
Section 5.06 of the Indenture. 

Section 15. Title Insurance. 

In the event that any proceeds are paid under the title policy delivered to the 
Redevelopment Agency, such proceeds attributable to the Facilities, as determined by the 
Redevelopment Agency, shall be paid to the Trustee for application in accordance with 
Section 5.06 of the Indenture. 

Section 16. Liabilitv. Casualty. Fire and Extended Insurance. 

The Redevelopment Agency hereby covenants to obtain and cause to be maintained 
throughout the term of this Facilities Lease, a standard comprehensive general liability insurance 
policy or policies, and insurance against loss or damage to any part of the Facilities by reason of 
fire and lightning, with extended coverage and vandalism and malicious mischief, in protection 
of the Authority, the City, the Trustee for the Bonds, the County and their respective members, 
directors, officers, agents and employees (the "Insured Parties"), indemnifling said parties 
against all direct or contingent loss or liability for damages for personal injury, death or property 
damage occasioned by reason of the operation of the Facilities. The standard comprehensive 
general liability insurance policy or policies r equ id  by this Section shall have minimum 
liability limits of minimum liability limits of one million dollars ($1,000,000) for personal injury 



or death of each person and three million dollars ($3,000,000) for personal injury or deaths of 
two or more persons in each accident or event, and in a minimum amount of 
five hundred thousand dollars ($500,000) for damage to property resulting fiom 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 three million dollars ($3,000,000) covering all such risks. 
Such liability insurance may be maintained as part of or in conjunction with any other liability 
insurance carried by the Redevelopment Agency, the City or the County. 

Casualty insurance and fire and extended coverage required by this Section shall be in an 
amount equal to the replacement cost (without deduction for depreciation) of all structures 
constituting any part of the Project (less the cost of the land), excluding the cost of excavations, 
of grading and filling, and of the land (except that such insurance may be subject to deductible 
clauses for any one loss of not to exceed $100,000 for any one loss, or in the case of flood or 
earthquake, ten percent of such amount or a comparable deductible adjusted for inflation), or, in 
the alternative, shall be in an amount and in a form sufficient, in the event of total or partial loss, 
to enable the payment of all Bonds then outstanding. Such casualty insurance may be 
maintained as part of or in conjunction with any other casualty insurance carried by the 
Redevelopment Agency. The proceeds of the liability insurance shall be applied to the payment 

. of any claim covered by such policy. The proceeds of any casualty insurance and for any 
extended coverage shall be used for the repair, reconstruction or replacement of the damaged or 
destroyed portion of the Project, and the Redevelopment Agency shall hold any such proceeds 
separate and apart from all other funds held by the Redevelopment Agency in a special fimd to 
be designated the "Insurance and Condemnation Fund," to the end that such proceeds shall be 
applied to the repair, reconstruction or replacement of the Project to at least the same good order, 
repair and condition as it was in prior to the damage or destruction, insofar as the same may be 
accomplished by the use of said proceeds; provided. however, if the Redevelopment Agency 
determines that the repair, reconstruction or replacement is not feasible within 24 months fiom 
the date of loss, then any proceeds received as a result of damage to the Facilities shall be paid to 
the Trustee. 

Section 17. Third Party Insureds. 

The insurance policies required by Section 15 and 16 hereof shall name the 
Authority as a third-party insured and shall include endorsements making amounts payable under 
such policies payable to the Authority in accordance with its interests described hereunder. 

Section 18. Partial Invalidity. 

If any one or more of the terms, provisions, covenants or conditions of this Facilities 
Lease shall to any extent be declared invalid, unenforceable, void or voidable for'any reason 
whatsoever by a court of competent jurisdiction, the finding or order or decree of which becomes 
final, none of the remaining terms, provisions, covenants and conditions of this Facilities Lease 
shall be affected thereby, and each provision of this Facilities Lease shall be valid and 
enforceable to the fullest extent permitted by law. 



Section 19. Notices. 

All notices, statements, demands, consents, approvals, authorizations, offers, 
designations, requests or other communications hereunder by either party to the other shall be in 
writing and shall be sufficiently given and served upon the other party if delivered personally or 
if mailed by United States registered or certified mail, return receipt requested, postage prepaid, 
and addressed as provided in Exhibit B hereof, and in all cases with a copy to the Trustee, or to 
such other addresses as the respective parties may fiom time to time designate by notice in 
writing. 

Section 20. No Mergers of Interest. 

The Leasehold estates under this Facilities Lease and the Lease Agreement shall not 
merge, whether by the exercise of any right or remedy hereunder or thereunder, by operation of 
law, or otherwise. 

Section 21. Section Headinas. 

All section headings contained herein are for convenience of reference only and are not 
intended to define or limit the scope of any provision hereof. 

Section 22. Amendment. 

The Authority and the Redevelopment Agency may at any time agree to the amendment 
of this Facilities Lease; provided. however, that the Authority and the Redevelopment Agency 
agree and recognize that this Facilities Lease is entered into as contemplated by the terms of the 
Indenture, and accordingly, that any such amendment shall only be made or effected in 
accordance with and subject to the terms of the Indenture. 

Section 23. Execution. 

This Facilities Lease may be executed in any number of counterparts, each of which shall 
be deemed to be an original, but all together shall constitute but one and the same Facilities 
Lease. It is also agreed that separate counterparts of this Facilities Lease may separately be 
executed by the Redevelopment Agency and the Authority, all with the same force and effect as 
though the same counterpart had been executed by both the Redevelopment Agency and the 
Authority. 

Section 24. Governina Law 

This Facilities Lease shall be governed by and construed in accordance with the 
laws of the State of California. 

[Signature Page to Follow] 



IN WITNESS WHEREOF, the Redevelopment Agency and the Authority have caused 
this Facilities Lease to be executed by their respective officers thereunto duly authorized, all as 
of the day and year first above written. 

REDEVELOPMENT AGENCY OF THE CITY OF 
MODESTO, 
as Lessor 

MODEST0 PUBLIC FINANCING AUTHORITY, 
Lessee 

- J S  - 
Authorized Officer 

~ j>~roved  as to Form: 

By: 
City Attorney 

5i.i~- ~ L I ~ D  



ACKNOWLEDGMENT 

State of California ) 
County of Stanislaus ) 

On AUGUST 20,2008 before me, ESTHER PUCKETT, Notary Public, personally 
appeared GREG NYHOFF, who proved to me on the basis of satisfactory evidence to 
be the person whose name is subscribed to the within instrument and acknowledged to 
me that hdshe executed the same in hislher authorized capacity, and that by hislherl 
signature on the instrument the person, or the entity upon behalf of which the person 
acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California 
that the foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature 

Government Code 27361.7:l cerWy under 
(Seal) 

Seal on the document to ich this stateme 
Name of Notary ~ 3 %  
County I State-STANISLAUS I CALIFORNIA 
~ o m m ~ s  on N . o I&@ EXPIW~B 87- 
Date: 

ACKNOWLEDGMENT 

State of California ) 
County of Stanislaus ) 

On AUGUST 20,2008 before me, ESTHER PUCKETT, Notary Public, personally 
appeared JIM RIDENOUR, who proved to me on the basis of satisfactory evidence to 
be the person whose name is subscribed to the within instrument and acknowledged to 
me that hdshe executed the same in hidher authorized capacity, and that by hislherl 
signature on the instrument the person, or the entity upon behalf of which the person 
acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California 
that the foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature 

(Seal) 



EXHIBIT A 

LEGAL DESCRLPTION OF THE FACILITIES 

The Facilities shall consist of the real property and improvements located in the City of 
Modesto, County of Stanislaus, described as follows: 

Parking Garage 

THE LAND REFERRED TO HEREIN BELOW IS SITUATED THE CITY OF MODESTO, 
COUNTY OF STANISLAUS, STATE OF CALIFORNIA, AND IS DESCRIBED AS 
FOLLOWS: 

A portion of 10th Street Admin. 

Parcel B of Record of Survey filed August 24,2001 in Book 26 of Record of Surveys, Page 29, 
Stanislaus County Records. 

a portion of 10th Street Admin. 

1. Parcel A-l of Record of Survey filed August 24,2001 in Book 26 of Record of Surveys, 
Page 29, Stanislaus County Records. 

2. Parcel A-2 of Record of Survey filed August 24,2001 in Book 26 of Record of Surveys, 
Page 29, Stanislaus County Records. 



EXHIBIT B 

NOTICES 

If to the Lessee: 

Modesto Public Financing Authority 
C/O City of Modesto 
P.O. Box 642 
101 0 Tenth Street, Suite 5200 
Modesto, California 95353 
Attention: Chairpan 

If to the Lessor: 

Redevelopment Agency of the City of Modesto 
c/o City of Modesto 
P.O. Box 642 
1010 Tenth Street, Suite 5200 
Modesto, California 95353 
Attention: President 



Recording requested by 
and return to: 

CITY OF MODEST0 
C/O Sidley Austin LLP 
555 California Street, Suite 2000 
Sari Francisco, California 94 104 

Attention: Ty H. Conner, Esq. 

-. 1111 111 111 1111 11 1111 I llll ll ll Ill Ill l llll l Ill Ill I1 ~- -. 

Stanislaus, Count Recorder 
Lee Lundri an k, 1 ecorder Office 
DOC- 8008-0094322-00 

- - 

Thursday, AUG-28, 2008 08 : 00 : 00 
Ttl Pd $h00 Nbr-0882596336 
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FACILITIES LEASE 
(Communications Dispatch Center) 

by and between the 

CITY OF MODEST0 

and the 

MODEST0 PUBLIC FINANCING AUTHORITY 

Dated as of August 1,2008 

THIS TRANSACTION IS EXEMPT FROM FILING FEES PURSUANT TO CALlFORNIA GOVERNMENT CODE SECTION 6103 AND 
I TRANSFER TAXES PURSUANT TO CALIFORNIA REVENUE AND TAXATION CODE SECTION 1 1928 
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Escrow No.: 08-5 1806668-MK 
Locate NO.: CACTI7750-7750-45 18-0051 806668 
Title No.: 08-5 1806668-RH 

FACILITIES LEASE 

THIS FACILITIES LEASE, dated as of August 1,2008 (this "Facilities Lease"), by and 
between the CITY OF MODESTO, a charter city and a municipal corporation duly organized 
and existing under the laws of the State of California (the "C&"), as lessor, and the MODEST0 
PUBLIC FINANCING AUTHORITY, a joint exercise powers authority, duly organized and 
existing under and by virtue of the laws of the State of California (the "Authority"), as lessee; 

W I T N E S S E T H :  ---------- 

WHEREAS, the Authority previously issued its Lease Revenue Bonds, Series 1998 
(Capital Improvements and Refinancing Project) (the "1998 Bonds"), pursuant to a certain Trust 
Indenture, dated as of March 1, 1998 (the "1998 Indenture"), by and between the Authority and 
The Bank of New York Mellon Trust Company, as successor trustee (the "1 998 Trustee") for the 
purpose of (i) providing funds for the 10' Street Place Project and the police headquarters 
building and communications dispatch center (collectively, the "1998 Proiect"), (ii) providing 

. funds to refund its outstanding Certificates of Participation (Capital Improvements Project), (iii) 
paying capitalized interest on the 1998 Bonds, (iv) providing a debt service reserve fund for the 
1998 Bonds and (v) paying the costs of issuance therefore; 

WHEREAS, the Authority previously issued its Lease Revenue Refunding and Capital 
Improvements Bonds, Series 2007 (the "2007 Bonds"), pursuant to a certain Bond Indenture, 
dated as of April 1,2007 (the "2007 Indenture"), by and between the Authority and The Bank of 
New York Mellon Trust Company, as successor trustee (the "2007 Trustee") for the purpose of 
(i) providing funds to finance certain additional improvements to John Thurman field (the ''m 
Proiect"), (ii) providing funds to refund all of its Lease Revenue Bonds, Series 1997 (John 
Thurman Field Renovation Project) (the "1997 Bonds") and (iii) providing funds to refund a 
portion of its 1998 Bonds; 

WHEREAS, the City has determined to refund all of the 1998 Bonds and all of the 2007 
Bonds; 

WHEREAS, the Authority desires to issue the Modesto Public Financing Authority Lease 
Revenue Refunding Bonds, Series 2008, in one or more series of bonds (the "2008 Bonds"), 
pursuant to a certain Indenture, dated as of August 1,2008 (the "Indenture") by and between the 
Authority and The Bank of New York Mellon Trust Company, N.A., as trustee (the "Trustee"), 
for the purposes of (i) providing funds to refund all of the 1998 Bonds and all of the 2007 Bonds, 
and (ii) paying the costs of issuance therefor; 

WHEREAS, in furtherance of the issuance of the 2008 Bonds or any subsequent bonds or 
obligations issued to refund such bonds (the ''Refunding Bonds" and, together with the 2008 
Bonds, the "Bonds"), the City desires to lease certain real property and improvements to the 
Authority, as more particularly described in Exhibit A hereto (the "Facilities"); 



WHEREAS, the Authority will ,lease-back the Facilities, together with certain other 
properties (collectively, the "Leased PropertvY') to the City pursuant to the Lease Agreement, 
dated as of August 1, 2008 (the "Lease Ameement"), between the Authority and the City 
(capitalized terms used herein and not otherwise defined herein have the meanings assigned 
thereto in the Lease Agreement); 

WHEREAS, under the Lease Agreement, the City will be obligated to make Lease 
Payments to the Authority for the lease of the Leased Property and the Authority will pledge 
such Lease Payments to the Trustee for payment of the Bonds; and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened 
and to have been performed precedent to and in connection with the execution and entering into 
of this Facilities Lease do exist, have happened and have been performed in regular and due 
time, form and manner as required by law, and the parties hereto are now duly authorized to 
execute and enter into this Facilities Lease; 

NOW, THEREFORE, IN CONSIDERATION OF THE FACILITIES AND OF THE 
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER 
VALUABLE CONSIDERATION, THE PARTIES HERETO AGREE AS FOLLOWS: 

Section 1. Leased Premises. 

The City hereby leases to the Authority (without the option to purchase) and the 
Authority hereby leases from the City, on the terms and conditions hereinafter set forth, the 
Facilities, as described on Exhibit A hereto. 

Section 2. Authority's Covenant to Issue the 2008 Bonds. 

In consideration of the lease of the Facilities by the City to the Authority as provided in 
Section 1 hereof, the Authority hereby covenants to issue its 2008 Bonds and to apply or cause 
the proceeds thereof to be applied in accordance with the terms of the Indenture and related 
agreements thereto. 

Section 3. Term. 

The term hereof shall commence as of the date hereof and shall remain in effect until the 
term of the Lease Agreement expires as provided by Section 2.02 thereof, provided. however, 
that if Lease Payments (as defined therein) due under the Lease Agreement remain unpaid at the 
expiration of the Lease Agreement term, then this Facilities Lease shall not terminate until the 
later of (i) September 1, 2043, (ii) the date on which all the Bonds have been paid in full or (iii) 
the expiration of the term of any lease executed and delivered pursuant to Section 6.02 of the 
Lease Agreement, unless such term is sooner terminated as hereinafter provided. 

Section 4. Rental. 

The Authority shall pay to the City as and for the rental hereunder the sum of One Dollar 
($1.00) on the date of the initial issuance of the 2008 Bonds. 



Section 5. Pumose. 

The Authority shall use the Facilities solely for the purpose of subletting the Facilities to 
the City pursuant to the Lease Agreement, provided, that in the event of default by the City under 
the Lease Agreement the Authority may exercise the remedies provided in the Lease Agreement. 

Section 6. Owner in Fee. 

The City covenants that it is the joint owner in fee as tenants in common (with a fifty 
percent ownership interest) of the real property and improvements, as more particularly 
described in Exhibit A hereto, except as to easements and encumbrances which will not 
adversely affect the Authority's use and occupancy of the Facilities. 

Section 7. Assignments and Subleases. 

Unless the City shall be in default under the Lease Agreement, the Authority may not, 
without the written consent of the City, assign its rights hereunder or sublet the Facilities, except 
as otherwise contemplated by Section 5 above. 

Section 8. Right of Entry: Easements. 

The City reserves the right for any of its duly authorized representatives to enter upon the 
Facilities at any reasonable time to inspect the same or to make any repairs, improvements or 
changes necessary for the preservation thereof, which right is exercisable only so long as the City 
is not in default under the Lease Agreement. 

Section 9. Termination. 

The Authority agrees, upon the termination of this Facilities Lease, to quit and surrender 
the Facilities in the same good order and condition as the same was in at the time of 
commencement of the terms hereunder (with such modifications and improvements as are 
contemplated by the Lease Agreement), reasonable wear and tear excepted, and further agrees 

' that any permanent improvements and structures existing upon the Facilities at the time of the 
termination of this Facilities Lease shall remain thereon and title thereto shall vest in the City. 

Section 10. Default. 

In the event the Authority shall be in default in the performance of any obligation on its 
part to be performed under the terms of this Facilities Lease, which default continues for thirty 
(30) days following written notice to and demand for correction thereof by the City, the City may 
exercise any and all remedies granted by law which do not adversely affect the interests of the 
owners of the Bonds, with the consent of the Trustee;' provided that the City may not terminate 
this Facilities Lease and shall exercise only remedies providing for specific performance 
hereunder; and provided further that under no circumstances shall the Authority have the right to 
repossess and relet the Facilities in the event of a default by the City under the Lease Agreement. 



Section 1 1. W e t  Enioyment. 

The Authority, at all times during the term hereof, shall peaceably and quietly have, hold 
and enjoy all of the Facilities leased hereunder. 

Section 12. .Waiver of Personal Liability. 

All liabilities hereunder on the part of the Authority shall be solely liabilities of the 
Authority, as a separate legal entity and agency, and the City hereby releases each and every 
member, director, officer, agent or employee of the Authority of and from any personal or 
individual liability hereunder. No member, director, officer, agent or employee of the Authority 
shall at any time or under any circumstances be individually or personally liable hereunder to the 
City or to any other party whomsoever for anything done or omitted to be done by the Authority 
hereunder. 

Section 13. Taxes. 

The City covenants and agrees to pay any and all assessments of any kind or character 
and also all taxes, including possessory interest taxes, levied or assessed upon the Facilities. 

Section 14. Eminent Domain. 

In the event the whole (or so much thereof as to render the remainder unusable for the 
purposes for which it was intended by the City) or any part of the Facilities is taken by eminent 
domain proceedings, the proceeds of such proceedings allocable to the Facilities, as determined 
by the City, shall be paid to the Trustee for application in accordance with Section 5.06 of the 
Indenture. 

Section 15. Title Insurance. 

In the event that any proceeds are paid under the title policy delivered to the City, such 
proceeds attributable to the Facilities, as determined by the City, shall be paid to the Trustee for 
application in accordance with Section 5.06 of the Indenture. 

Section 16. Liability. Casualty. Fire and Extended Insurance. 

The City hereby covenants to obtain and cause to be maintained throughout the term of 
this Facilities Lease, a standard comprehensive general liability insurance policy or policies, and 
insurance against loss or damage to any part of the Facilities by reason of fire and lightning, with 
extended coverage and vandalism and malicious mischief, in protection of the Authority, the 
City, the Trustee for the Bonds, and their respective members, directors, officers, agents and 
employees (the "Insured Parties"), indemnifying said parties against all direct or contingent loss 
or liability for damages for personal injury, death or property damage occasioned by reason of 
the operation of the Facilities. The standard comprehensive general liability insurance policy or 
policies required by this Section shall have minimum liability limits of minimum liability limits 
of one million dollars ($1,000,000) for personal injury or death of each person and three million 
dollars ($3,000,000) for personal injury or deaths of two or more persons in each accident or 
event, and in a minimum amount of five hundred thousand dollars ($500,000) for damage to 



property resulting fiom 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 three million 
dollars ($3,000,000) covering all such risks. Such liability insurance may be maintained as part 
of or in conjunction with any other liability insurance carried by the City. 

Casualty insurance and fire and extended coverage required by this Section shall be in an 
amount equal to the replacement cost (without deduction for depreciation) of all structures 
constituting any part of the Facilities (less the cost of the land), excluding the cost of 
excavations, of grading and filling, and of the land (except that such insurance may be subject to 
deductible clauses for any one loss of not to exceed $100,000 for any one loss, or in the case of 
flood or earthquake, ten percent of such amount or a comparable deductible adjusted for 
inflation), or, in the alternative, shall be in an amount and in a form sufficient, in the event of 
total or partial loss, to enable the payment of all Bonds then outstanding. Such casualty 
insurance may be maintained as part of or in conjunction with any other casualty insurance 
carried by the City. The proceeds of the liability insurance shall be applied to the payment of 
any claim covered by such policy. The proceeds of any casualty insurance and for any extended 
coverage shall be used for the repair, reconstruction or replacement of the damaged or destroyed 
portion of the Project, ahd the City shall hold any such proceeds separate and apart from all other 
funds held by the City in a special fund to be designated the "Insurance and Condemnation 
Fund," to the end that such proceeds shall be applied to the repair, reconstruction or replacement 
of the Project to at least the same good order, repair and condition as it was in prior to the 
damage or destruction, insofar as the same may be accomplished by the use of said proceeds; 
provided, however, if the City determines that the repair, reconstruction or replacement is not 
feasible within 24 months fiom the date of loss, then any proceeds received as a result of damage 
to the Facilities shall be paid to the Trustee. 

Section 1 7. Third Partv Insureds. 

The insurance policies required by Section 15 and 16 hereof shall name the 
Authority as a third-party insured and shall include endorsements making amounts payable under 
such policies payable to the Authority in accordance with its interests described hereunder. 

Section 18. Partial Invaliditv. 

If any one or more of the terms, provisions, covenants or conditions of this Facilities 
Lease shall to any extent be declared invalid, unenforceable, void or voidable for any reason 
whatsoever by a court of competent jurisdiction, the finding or order or decree of which becomes 
final, none of the remaining terms, provisions, covenants and conditions of this Facilities Lease 
shall be affected thereby, and each provision of this Facilities Lease shall be valid and 
enforceable to the fullest extent permitted by law. 

Section 19. Notices. 

All notices, statements, demands, consents, approvals, authorizations, offers, 
designations, requests or other communications hereunder by either party to the other shall be in 
writing and shall be sufficiently given and served upon the other party if delivered personally or 
if mailed by United States registered or certified mail, return receipt requested, postage prepaid, 



and addressed as provided in Exhibit B heredf, and in all cases with a copy to the Trustee, or to 
such other addresses as the respective parties may from time to time designate by notice in 
writing. 

Section 20. No Mergers of Interest. 

The Leasehold estates under this Facilities Lease and the Lease Agreement shall not 
merge, whether by the exercise of any right or remedy hereunder or thereunder, by operation of 
law, or otherwise. 

Section 2 1. Section Headings. 

All section headings contained herein are for convenience of reference only and are not 
intended to define or limit the scope of any provision hereof. 

Section 22. Amendment. 

The Authority and the City may at any time agree to the amendment of this Facilities 
Lease; provided. however, that the Authority and the City agree and recognize that this Facilities 
Lease is entered into as contemplated by the terms of the Indenture, and accordingly, that any 
such amendment shall only be made or effected in accordance with and subject to the terms of 
the Indenture. 

Section 23. Execution. 

This Facilities Lease may be executed in,any number of counterparts, each of which shall 
be deemed to be an original, but all together shall constitute but one and the same Facilities 
Lease. It is also agreed that separate counterparts of this Facilities Lease may separately be 
executed by the City and the Authority, all with the same force and effect as though the same 
counterpart had been executed by both the City and the Authority. 

Section 24. Governing Law 

This Facilities Lease shall be governed by and construed in accordance with the 
laws of the State of California. 

[Signature Page to Follow] 



IN WITNESS WHEREOF, the City and the Authority have caused this Facilities Lease 
to be executed by their respective officers thereunto duly authorized, all as of the day and year 
first above written. 

C l lY  OF MODESTO, 
as Lessor A 

By: 

MODEST0 PUBLIC FINANCING AUTHORITY, 
Lessee 

-- 

Authorized Officer 
Jl W. e{hc.~ft7t~~~- 

Approved as to Fom: 

By: ==gQ?jfd 
City Attorney 

*/44 * d m  



ACKNOWLEDGMENT 

State of California ) 
County of Stanislaus ) 

On AUGUST 20,2008 before me, ESTHER PUCKETT, Notary Public, personally 
appeared GREG NYHOFF, who proved to me on the basis of satisfactory evidence to 
be the person whose name is subscribed to the within instrument and acknowledged to 
me that helshe executed the same in histher authorized capacity, and that by histherl 
signature on the instrument the person, or the entity upon behalf of which the person 
acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California 
that the foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature 

(Seal) 

ACKNOWLEDGMENT 

State of California ) 
County of Stanislaus ) 

On AUGUST 20,2008 before me, ESTHER PUCKETT, Notary Public, personally 
appeared JIM RIDENOUR, who proved to me'on the basis of satisfactory evidence to 
be the person whose name is subscribed to the within instrument and acknowledged to 
me that helshe executed the same in hislher authorized capacity, and that by hislherl 
signature on the instrument the person, or the entity upon behalf of which the person 
acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California 
that the foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

ls~all 

Name of Notary 
County I State-STANISLAUS I ' CALIFORNIA 

No. f 4- / L3/e6 Expiration Date r /&- /o  %- 
Signature u - Print Name: M. Kumler 



EXHIBIT A 

LEGAL DESCRIPTION OF THE FACILITIES 

Description of the Facilities 

The Facilities shall consist of the City's undivided one-half interest in a building 
commonly referred to as the Communications Dispatch Center, together with the City's 
undivided one-half interest in the real property upon which said facility is located, and including 
the City's interest in the use of the common areas. The Communications Dispatch Center is 
located on a 2.9 acre site at the corner of Oakdale Road and Bridgewood Way in the City of 
Modesto. interest in certain common areas in the Facilities. 

Legal description of the real property where the Facilities are located: . 

Communications Dispatch Center 

THE LAND REFERRED TO HEREIN BELOW IS SITUATED THE CITY OF MODESTO, 
COUNTY OF STANISLAUS, STATE OF CALIFORNIA, AND IS DESCRIBED AS 
FOLLOWS: 

'/a interest in and to the following: 

Parcel Two as per Parcel Map filed September 24, 1979, in Volume 29 of Parcel Maps, Page 
100, Stanislaus County Records. 



EXHIBIT B 

NOTICES 

If to the Lessee: 

Modesto Public Financing Authority 
C/O City of Modesto 
P.O. Box 642 
1010 Tenth Street, Suite 5200 
Modesto, California 95353 
Attention: Chairman 

If to the Lessor: 

City of Modesto 
P.O. Box 642 
1010 Tenth Street, Suite 5200 
Modesto, California 95354 
Attention: Finance Director 



J 1111 111 111 1111 11 1111 11111 11 11 111 111 11111 11111 1111 
Stanislaus, Count Recorder 

Recording requested by Lee Lundri an Co ecorder Off ice 
and return to: 

II 
DOC- i008-0094323-00 
Rcct 501-Chlcago Titlo 

CITY OF MODESTO Thursday, AUG 28, 2008 08:00:00 
C/O Sidley Austin LLP M P d  $8.00 
555 California Street, Suite 2000 

Nbr-8802596337 
OMK/R3/1-20 

San Francisco, California 94 1 04 

Attention: Ty H. Conner, Esq. 

FACILITIES LEASE 
(City-County Administration Building) 

by and between the 

CITY-COUNTY CAPITAL IMPROVEMENTS AND FINANCING AGENCY 

and the 

MODEST0 PUBLIC FINANCING AUTHORITY 

Dated as of August 1,2008 

THIS TRANSACllON IS EXEMPT FROM FILING FEES PURSUANT TO CALIFORNIA GOVERNMENT CODE SECTION 6103 AND 
TRANSFER TAXES PURSUANT TO CALIFORNIA REVENUE AND TAXATION CODE SECTION 1 1928 
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FACILITIES LEASE 

THIS FACILITIES LEASE, dated as of August 1,2008 (this "Facilities Lease"), by and 
between the CITY-COUNTY CAPITAL IMPROVEMENTS AND FINANCING AGENCY, a 
joint exercise of powers agency duly organized and existing under the laws of the State of 
California (the "Financing Agencv"), as lessor, and the MODEST0 PUBLIC FINANCING 
AUTHORITY, a joint exercise powers authority, duly organized and existing under and by 
virtue of the laws of the State of California (the "Authoritv"), as lessee; 

W I T N E S S E T H :  ---------- 

WHEREAS, the Authority previously issued its Lease Revenue Bonds, Series 1998 
(Capital Improvements and Refinancing Project) (the "1998 Bonds"), pursuant to a certain Trust 
Indenture, dated as of March 1, 1998 (the "1998 Indenture"), by and between the Authority and 
The Bank of New York Mellon Trust Company, as successor trustee (the "1998 Trustee") for the 
purpose of (i) providing funds for the 10" Street Place Project and the police headquarters 
building and communications dispatch center (collectively, the "1998 Proiect"), (ii) providing 
funds to refund its outstanding Certificates of Participation (Capital Improvements Project), (iii) 
paying capitalized interest on the 1998 Bonds, (iv) providing a debt service reserve fund for the 
1998 Bonds and (v) paying the costs of issuance therefore; 

WHEREAS, the Authority previously issued its Lease Revenue Refunding and Capital 
Improvements Bonds, Series 2007 (the "2007 Bonds"), pursuant to a certain Bond Indenture, 
dated as of April 1,2007 (the "2007 Indenture"), .by and between the Authority and The Bank of 
New York Mellon Trust Company, as successor trustee (the "2007 Trustee") for the purpose of 
(i) providing funds to finance certain additional improvements to John Thurman field (the ''a 
Proiect"), (ii) providing funds to refund all of its Lease Revenue Bonds, Series 1997 (John 
Thurman Field Renovation Project) (the "1997 Bonds") and (iii) providing funds to refund a 
portion of its 1998 Bonds; 

WHEREAS, the City of Modesto (the "C&") has determined to refund all of the 1998 
Bonds and all of the 2007 Bonds; 

WHEREAS, the Authority desires to issue its Lease Revenue Refunding Bonds, Series 
2008, in one or more series of bonds (the "2008 Bonds"), pursuant to a certain Indenture, dated 
as of August 1,2008 (the "Indenture") by and between the Authority and The Bank of New York 
Mellon Trust Company, N.A., as trustee (the "Trustee"), for the purposes of (i) providing funds 
to refund all of the 1998 Bonds and all of the 2007 Bonds, and (ii) paying the costs of issuance 
therefor; 

WHEREAS, in furtherance of the issuance of the 2008 Bonds or any subsequent bonds or 
obligations issued to refund such bonds (the "Refunding Bonds" and, together with the 2008 
Bonds, the "Bonds"), the Financing Agency desires to lease certain real property and 
improvements to the Authority, as described in Exhibit A hereto and as more particularly shown 
on Exhibit B hereto (the "Facilities"); 



WHEREAS, the Authority will lease-back the Facilities, together with certain other 
properties (collectively, the "Leased Pro~erty") to the City pursuant to the Lease Agreement, 
dated as of August 1, 2008 (the "Lease A~eement"), between the Authority and the City 
(capitalized terms used herein and not otherwise defined herein have the meanings assigned 
thereto in the Lease Agreement); 

WHEREAS, under the Lease Agreement, the City will be obligated to make Lease 
Payments to the Authority for the lease of the Leased Property and the Authority will pledge 
such Lease Payments to the Trustee for payment of the Bonds ; and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened 
and to have been performed precedent to and in connection with the execution and entering into 
of this Facilities Lease do exist, have happened and have been performed in regular and due 
time, form and manner as required by law, and the parties hereto are now duly authorized to 
execute and enter into this Facilities Lease; 

NOW, THEREFORE, IN CONSIDERATION OF THE FACILITIES .AND OF THE 
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER 
VALUABLE CONSIDERATION, THE PARTIES HERET0,AGREE AS FOLLOWS: 

Section 1. Leased Premises. 

The Financing Agency hereby leases to the Authority (without the option to purchase) 
and the Authority hereby leases from the Financing Agency, on the terms and conditions 
hereinafter set forth, the Facilities, as described on Exhibit A hereto. 

Section 2. Authoritv's Covenant to Issue the 2008 Bonds. 

In consideration of the lease of the Facilities by the Financing Agency to the Authority as 
provided in Section 1 hereof, the Authority hereby covenants to issue its 2008 Bonds and to 
apply or cause the proceeds thereof to be applied in accordance with the terms of the Indenture 
and related agreements thereto. 

Section 3. Term. 

The term hereof shall commence as of the date hereof and shall remain in effect until the 
term of the Lease Agreement expires as provided by Section 2.02 thereof, including any right of 
the extension of the term pursuant to such section, provided. however, that if following an event 
of default under the Lease Agreement, the Facilities are relet in accordance with Section 6.02 of 
the Lease Agreement, then this Facilities Lease shall not terminate until the expiration of the 
term of any lease executed and delivered pursuant to Section 6.02 of the Lease Agreement. 

Section 4. Rental. 

The Authority shall pay to the Financing Agency as and for the rental hereunder the sum 
of One Dollar ($1.00) on the date of the initial issuance of the 2008 Bonds. 



Section 5. Pumse. 

The Authority shall use the Facilities solely for the purpose of subletting the Facilities to 
the City pursuant to the Lease Agreement, provided, that in the event of default by the City under 
the Lease Agreement the Authority may exercise the remedies provided in the Lease Agreement. 

Section 6. Owner in Fee. 

The Financing Agency covenants that it is the owner in fee of the Facilities (as described 
in Exhibit A hereto and as more particularly shown on Exhibit B hereto), except as to easements 
and encumbrances which will not adversely affect the Authority's use and occupancy of the 
Facilities. 

Section 7, Assignments and Subleases. 

Unless the City shall be in default under the Lease Agreement, the Authority may not, 
without the written consent of the City, assign its rights hereunder or sublet the Facilities, except 
as otherwise contemplated by Section 5 above. 

Section 8. R i~h t  of Entry; Easements. 

The Financing Agency reserves the right for any of its duly authorized representatives to 
enter upon the Facilities at any reasonable time to inspect the same or to make any repairs, 
improvements or changes necessary for the preservation thereof, which right is exercisable only 
so long as the Financing Agency is not in default under the Lease Agreement. 

Section 9. Termination. 

The Authority agrees, upon the termination of this Facilities ~ e a s i  to quit and surrender 
the Facilities in the same good order and condition as the same was in at the time of 
commencement of the terms hereunder (with such modifications and improvements as are 
contemplated by the Lease Agreement), reasonable wear and tear excepted, and further agrees 
that any permanent improvements and structures existing upon the Facilities at the time of the 
termination of this Facilities Lease shall remain thereon and title thereto shall vest in the 
Financing Agency. 

Section 10. Default. 

In the event the Authority shall be in default in the performance of any obligation on its 
part to be performed under the terms of this Facilities Lease, which default continues for thirty 
(30) days following written notice to and demand for correction thereof by the Financing 
Agency, the Financing Agency may exercise any and all remedies granted by law which do not 
adversely affect the interests of the owners of the Bonds, with the consent of the Trustee; 
provided that the Financing Agency may not terminate this Facilities Lease and shall exercise 
only remedies providing for specific performance hereunder. 



Section 1 1. Quiet Eniownent. 

The Authority, at all times during the term hereof, shall peaceably and quietly have, hold 
and enjoy all of the Facilities leased hereunder. 

Section 12. Waiver of Personal Liabilitv. 

All liabilities hereunder on the part of the Authority shall be solely liabilities of the 
Authority, as a separate legal entity and agency, and the Financing Agency hereby releases each 
and every member, director, officer, agent or employee of the Authority of and from any 
personal or individual liability hereunder. No member, director, officer, agent or employee of the 
Authority shall at any time or under any circumstances be individually or personally liable 
hereunder to the Financing Agency or to any other party whomsoever for anything done or 
omitted to be done by the Authority hereunder. 

Section 13. Taxes. 

The Financing Agency covenants and agrees to pay any and all assessments of any kind 
or character and also all taxes, including possessory interest taxes, levied or assessed upon the 
Facilities. 

Section 14. Eminent Domain. 

In the event the whole (or so much thereof as to render the remainder unusable for the 
purposes for which it was intended by the City) or any part of the City-County Administration 
Building is taken by eminent domain proceedings, the proceeds of such proceedings allocable to 
the Facilities, as determined by the Financing Agency, shall be paid to the Trustee for application 
in accordance with Section 5.06 of the Indenture. 

Section 15. Title Insurance. 

In the event that any proceeds are paid under the title policy delivered to the Financing 
Agency, such proceeds attributable to the Facilities, as determined by the Financing Agency, 
shall be paid to the Trustee for application in accordance with Section 5.06 of the Indenture. 

Section 16. Liability. Casualty, Fire and Extended Insurance. 

The Financing Agency hereby covenants to obtain and cause to be maintained throughout 
the term of this Facilities Lease, a standard comprehensive general liability insurance policy or 
policies, and insurance against loss or damage to any part of the City-County Administration 
Building by reason of fire and lightning, with extended coverage and vandalism and malicious 
mischief, in protection of the Authority, the City, the Trustee for the Bonds, the County and their 
respective members, directors, officers, agents and employees (the "Insured Parties"), 
indemnifling said parties against all direct or contingent loss or liability for damages for 
personal injury, death or property damage occasioned by reason of the operation of the City- 
County Administration Building, including the Facilities. The standard comprehensive general 
liability insurance policy or policies required by this Section shall have minimum liability limits 
of minimum liability limits of one million dollars ($1,000,000) for personal injury or death of 



each person and three million dollars ($3,000,000) for personal injury or deaths of two or more 
persons in each accident or event, and in a minimum amount of five hundred thousand dollars 
($500,000) for damage to property resulting from each accident or event. Such public liability 
and property damage insurance may, however, be in the form of a single limit policy in the I 

amount of three million dollars ($3,000,000) covering all such risks. Such liability insurance may 
be maintained as part of or in conjunction with any other liability insurance carried by the 
Financing Agency, the City or the County. 

Casualty insurance and fire and extended coverage required by this Section shall be in an 
amount equal to the replacement cost (without deduction for depreciation) of all structures 
constituting any part of the Project (less the cost of the land), excluding the cost of excavations, 
of grading and filling, and of the land (except that such insurance may be subject to deductible 
clauses for any one loss of not to exceed $100,000 for any one loss, or in the case of flood or 
earthquake, ten percent of such amount or a comparable deductible adjusted for inflation), or, in 
the alternative, shall be in an amount and in a form sufficient, in the event of total or partial loss, 
to enable the payment of all Bonds then outstanding. Such casualty insurance may be 
maintained as part of or in conjunction with any other casualty insurance carried by the 
Financing Agency. The proceeds of the liability insurance shall be applied to the payment of any 
claim covered by such policy. The proceeds of any casualty insurance and for any extended 
coverage shall be used for the repair, reconstructibn or replacement of the damaged or destroyed 
portion of the Project, and the Financing Agency shall hold any such proceeds separate and apart 
from all other funds held by the Financing Agency in a special fund to be designated the 
"Insurance and Condemnation Fund," to the end that such proceeds shall be applied to the repair, 
reconstruction or replacement of the Project to at least the same good order, repair and condition 
as it was in prior to the damage or destruction, insofar as the same may be accomplished by the 
use of said proceeds; provided, however, if the Financing Agency determines that the repair, 
reconstruction or replacement is not feasible within 24 months from the date of loss, then any 
proceeds received as a result of damage to the Facilities shall be paid to the Trustee. 

Section 17. Third Partv Insureds. 

The insurance policies required by Section 15 and 16 hereof shall name the 
Authority as a third-party insured and shall include endorsements making amounts payable under 
such policies payable to the Authority in accordance with its interests described hereunder. 

Section 1 8. Partial Invalidity. 

If any one or more of the terms, provisions, covenants or conditions of this Facilities 
Lease shall to any extent be declared invalid, unenforceable, void or voidable for any reason 
whatsoever by a court of competent jurisdiction, the finding or order or decree of which becomes 
final, none of the remaining terms, provisions, covenants and conditions of this Facilities Lease 
shall be affected thereby, and each provision of this Facilities Lease shall be valid and 
enforceable to the fullest extent permitted by law. 



Section 19. Notices. 

All notices, statements, demands, consents, approvals, authorizations, offers, 
designations, requests or. other communications hereunder by either party to the other shall be in 
writing and shall be sufficiently given and served upon the other party if delivered personally or 
if mailed by United States registered or certified mail, return receipt requested, postage prepaid, 
and addressed as provided in Exhibit C hereof, and in all cases with a copy to the Trustee, or to 
such other addresses as the respective parties may from time to time designate by notice in 
writing. 

Section 20. No Mer~ers of Interest. 

The Leasehold estates under this Facilities Lease and the Lease Agreement shall not 
merge, whether by the exercise of any right or remedy hereunder or thereunder, by operation of 
law, or otherwise. 

Section 2 1. Section Headings. 

All section headings contained herein are for convenience of reference only and are not 
intended to define or limit the scope of any provision hereof. 

Section 22. Amendment. 

The Authority and the Financing Agency may at aby time agree to the amendment of this 
Facilities Lease; provided. however, that the Authority and the Financing Agency agree and 
recognize that this Facilities Lease is entered into as contemplated by the terms of the Indenture, 
and accordingly, that any such amendment shall only be made or effected in accordance with and 
subject to the terms of the Indenture. 

Section 23. Execution. 

This Facilities Lease may be executed in any number of counterparts, each of which shall 
be deemed to be an original, but all together shall constitute but one and the same Facilities 
Lease. It is also agreed that separate counterparts of this Facilities Lease may separately be 
executed by the Financing Agency and the Authority, all with the same force and effect as 
though the same counterpart had been executed by both the Financing Agency and the Authority. 

Section 24. Governing Law 

This Facilities Lease shall be governed by and construed in accordance with the 
laws of the State of California. 

[Signature Page to Follow] 



IN WITNESS WHEREOF, the Financing Agency and the Authority have caused this 
Facilities Lease to be executed by their respective officers thereunto duly authorized, all as of the 
day and year first above written. 

CITY-COUNTY CAPITAL MPROVEMENTS 
AND FINANCING AGENCY, 

as Lessor 

By: a 
Authorized Officer 

JIM V~w)~aruz-- 

MODEST0 PUBLIC FINANCING AUTHORITY, 
Lessee 

By: 
Authorized Officer 

J4n g 1 ~ 6 t m ~ 1 2 , .  

Approved as to Fom: 

By: I 

City Attorney 
Qu%u w 



ACKNOWLEDGMENT 

State of California 
County of Stanislaus 1 

o n  August 20,2008 before me, Esther Puckett, Notary Public 
(insert name and title of the officer) 

personally appeared Jim Ridenour I 

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) islare 
subscribed to the within instrument and acknowledged to me that helshelthey executed the same in 
hislherltheir authorized capacity(ies), and that by hislherltheir signature(s) on the instrument the 
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument. 

I certii under PENALTY OF PERJURY under the laws of the State of California that the foregoing 
paragraph is true and correct. 

WITNESS my hand and official seal. 

(Seal) 

Government Code 27361.7:l certify under penany of perfury that the notsry 
Seal on the document to whkh Is stata nt Is attac reads as follows: 

Name of Notary SSA-J b d  CALIFORNIA 
County I State STANISLAUS-1- 
~ornmlssi NO%&-/ bG 
Date: 8 - m  Signature 

Pdnt Name: M. Kumler 



EXHIBIT A 

LEGAL DESCRIPTION OF THE FACILITIES 

The Facilities shall consist of an undivided one-half interest in the real property (as 
described below) and approximately 79,246 square feet of the City-County Administration 
Building, such area to be exclusively occupied by the City, together with the City's interest in 
certain common areas in the City-County Administration Building, such joint-use area consisting 
of approximately 80,032 square feet. 

The real property and improvements are located in the City of Modesto, County of 
Stanislaus, described as follows: 

City-County Administration Building 

THE LAND REFERRED TO HEREIN BELOW IS SITUATED THE CITY OF MODESTO, 
COUNTY OF STANISLAUS, STATE OF CALIFORNIA, AND IS DESCRIBED AS 
FOLLOWS: 

a portion of 10th Street Admin. 

Lot A: 

Parcel One of Parcel Map filed June 15,2000 in Book 50 of Parcel Maps, Page 25, Stanislaus 
County Records. 

Excepting therefrom that portion thereof conveyed to Civic Partners Modesto, Inc. by 
Corporation Grant Deed recorded June 29,2001, Instrument No. 200 1-0072 135, Stanislaus 
County Records. 

Lot B: 

That portion of Parcel Three of Parcel Map filed June 15,2000, in Book 50 of Parcel Maps, 
Page 25, Stanislaus County Records, being more particularly described as follows: 

Beginning at the most Easterly comer of the above mentioned Parcel 3; thence South 46" 50' 12" 
West along the line common to said Parcels 1 and 3, a distance of 15.83 feet; thence leaving last 
said line and proceeding North 43" 09' 48" West, a distance of 16.00 feet to a point on the above 
mentioned line common to said Parcels 1 and 3; thence along last said line, the following two (2) 
courses: 1) North 46O 50' 12" East, a distance of 15.83 feet; 2) South 43' 09' 48" East, a distance 
of 16.00 feet to the point of beginning. 



EXHIBIT B 

Diagram of the Facilities 



ATTACHMENT 1 

. ''I 



ATTACHMENT 1 



ATTACHMENT 1 







ATTACHMENT 1 





EXHIBIT C 

NOTICES 

If to the Lessee: 

Modesto Public Financing Authority 
C/O City of Modesto 
P.O. Box 642 
10 1 0 Tenth Street, Suite 5200 
Modesto, California 95353 
Attention: Chairman 

If to the Lessor: 

City-County .Capital Improvement and Financing Agency 
C/O County of Stanislaus County 
10 10 Tenth Street, Sixth Floor 
Modesto, California 96354 
Attention: Chief Executive Officer 





























































































































Bank of America - Confidential 

IRREVOCABLE LETTER OF CREDIT 

BANK OF AMERICA, N.A. 

1000 West Temple Street, 7th Floor 
Mail Code CA9-705-07-05 

Los Angeles, California 9001 2-1 51 4 
August 28,2008 

Irrevocable Transferable Letter of Credit No. 3095777 

The Bank of New York Mellon Trust Company, N.A., as Trustee 
550 Kearny Street, Suite 600 
San Francisco, CA 941 08-2527 

Attention: Corporate Trust Department 

Dear Sirs: 

We hereby establish, at the request and for the account of the City of Modesto (the "City"), 
in your favor, as Trustee under the lndenture dated as of August 1, 2008 (the "lndenture"), 
between the Modesto Public Financing Authority (the "Authority") and The Bank of New York 
Mellon Trust Company, N.A. (the "Trustee"), pursuant to which $65,170,000 in aggregate 
principal amount of the Modesto Public Financing Authority Lease Revenue Refunding Bonds, 
Series 2008 (the "Bonds"), have been authenticated and delivered, our Irrevocable Letter of Credit 
No. 3095777, in the amount of $65,898,476.00 (as more fully described below, the "Stated 
Amount"), effective immediately and expiring at the close of banking business at our Los Angeles, 
California office hereinafter referred to on August 1, 201 1 (the "Stated Expiration Date") or such 
earlier date, as hereinafter described. Of the Stated Amount of this Letter of Credit, (i) 
$65,170,000.00 shall support the payment of principal of the Bonds, and (ii) $728,476.00 shall 
support the payment of up to 34 days' interest on the Bonds computed at 12% per annum on the 
principal thereof, calculated on the basis of a 365 day year. 

We hereby irrevocably authorize you to draw on us, an aggregate amount not to exceed 
the amount of this Letter of Credit set forth above and in accordance with the terms and 
conditions and subject to the reductions in amount as hereinafter set forth, (1) in one or more 
drawings (subject to the provisions contained in the next following paragraph) by your draft, 
accompanied by your written and completed certificate signed by you in the form of Annex A 
attached hereto (such draft accompanied by such certificate being your "Interest Draft"), an 
amount not exceeding $728,476.00; (2) in one or more drawings by one or more of your drafts, 
accompanied by your written and completed certificate signed by you in the form of Annex B 
attached hereto (any such draft accompanied by such certificate being your "Tender Draft"), an 
aggregate amount not exceeding the Stated Amount; (3) in one or more drawings by your draft, 
accompanied by your written and completed certificate signed by you in the form of Annex C 
attached hereto (any such draft accompanied by such certificate being your "Partial Redemption 



Draft"), an aggregate amount not exceeding the Stated Amount; and (4) in a single drawing by - 
your draft, accompanied by your written and completed certificate signed by you in the form of 
Annex D attached hereto (such draft accompanied by such certificate being your "Final Draft"), 
an amount not exceeding the Stated Amount. All such drafts shall be drawn on our Los Angeles, 
California office hereinafter referred to and shall be payable at sight on a Banking Day. Banking 
Day shall mean a day other than a Saturday, Sunday or other day on which commercial banks 
are authorized to close,-or are in fact closed, in California. 

Amounts drawn under this Letter of Credit by your lnterest Draft under clause (1) of the 
immediately preceding paragraph shall be automatically reinstated on the date of such drawing; 
provided, that such reinstatement (i) shall be subject to reduction upon delivery of a notice in the 
form of Annex F, and (ii) shall not prejudice our right to deliver notice to the Trustee of a notice 
from us in the form set forth as Annex H to effect a mandatory tender of all of the Bonds. This 
automatic reinstatement of the amount available to be drawn by your lnterest Draft shall be 
applicable to successive drawings by your lnterest Drafts under clause (1) of the immediately 
preceding paragraph, so long as this Letter of Credit shall not have terminated as set forth below. 

Upon our honoring any Tender Draft or Partial Redemption Draft, the Stated Amount 
available to be drawn under this Letter of Credit by any subsequent Tender Draft, Partial 
Redemption Draft and Final Draft shall be automatically reduced by an amount equal to the 
amount of such Tender Draft or Partial Redemption Draft. The Stated Amount from time to time 
available to be drawn under this Letter of Credit shall be reinstated when and to the extent, but 
only when and to the extent, that we are reimbursed by the City, or by you or the Tender Agent on 
behalf of the City, for amounts drawn by any Tender Drafts and interest thereon, and when we 
shall also have received a written, completed and signed certificate in substantially the form of 
Annex E attached hereto. 

The amount available to be drawn under this Letter of Credit shall be permanently reduced 
upon our receipt of your written, completed and duly executed certificate in the form of Annex F 
attached hereto (relating to a redemption or defeasance of less than all the Bonds outstanding), to 
the respective amounts stated in said certificate. 

Funds under this Letter of Credit are available to you against your draft referring thereon to 
the number of this Letter of Credit and accompanied by the corresponding written and completed 
certificate signed by you in the form of the appropriate Annex attached hereto by facsimile 
(facsimile number 213-457-8841 or such other number as we notify you of in writing). Each such 
draft and certificate shall be dated the date of its presentation, and shall be presented by 
facsimile, as noted above, at our office located at 1000 West Temple Street, 7th Floor, Mail Code: 
CA9-705-07-05, Los Angeles, California 90012-1514, Attention: Standby Letter of Credit 
Department, (or at any other office which may be designated by us by written notice delivered to 
you). As an accommodation to us, and not as condition to drawing, we request that you confirm 
by telephone (telephone number 21 3-240-6986) each such facsimile transmission of documents. 

If we receive any of your drafts and certificates in the form of Annex A, Annex C or 
Annex D at such office, all in conformity with the terms and conditions of this Letter of Credit, not 
later than 4:00 p.m. (Los Angeles time) on a Banking Day prior to the termination hereof, we will 
honor the same not later than noon (Los Angeles time) on the next Banking Day in accordance 



with your payment instructions. If we receive any of your drafts and certificates at such office, all 
in strict conformity with the terms and conditions of this Letter of Credit, after 4:00 p.m. (Los 
Angeles time) on a Banking Day prior to the termination hereof, we will honor the same not later 
than noon (Los Angeles time) on the second Banking Day following the receipt of your drafts and 
certificates in accordance with your payment instructions. 

If we receive any. of your drafts and certificates in the form of Annex B at such office, all in 
conformity with the terms and conditions of this Letter of Credit, not later than 8:30 a.m. (Los 
Angeles time) on a Banking Day prior to the termination hereof, we will honor the same not later 
than 11:30 a.m. (Los Angeles time) on the same day in accordance with your payment 
instructions. If we receive any of your drafts and certificates at such office, all in strict conformity 
with the terms and conditions of this Letter of Credit, after 8:30 a.m. (Los Angeles time) on a 
Banking Day prior to the termination hereof, we will honor the same not later than 11:30 a.m. (Los 
Angeles time) on the next succeeding Banking Day in accordance with your payment instructions. 

If requested by you, payment under this Letter of Credit may be made by wire transfer of 
Federal Reserve Bank of San Francisco funds to your account or by deposit of immediately 
available funds into a designated account that you maintain with us. We will honor any drawing 
hereunder with payment of our own funds. 

Upon the earliest of (i) our honoring your Final Draft presented hereunder, (ii) the close of 
business on the effective date notified to us by written notice from you of purchase of the Bonds 
upon mandatory tender thereof pursuant to Section 4.09(B)(2) of the Indenture, (iii) the date on 
which we receive written notice from you that there are no longer any Bonds "Outstanding", as 
such term is defined in the Indenture, and (iv) the Stated Expiration Date, this Letter of Credit shall 
automatically terminate. 

Except as otherwise expressly stated herein, this Letter of Credit is subject to International 
Standby Practice 1998 ("ISP98). As to matters not covered by the ISP98, and to the extent not 
inconsistent with ISP98, this Letter of Credit shall be governed by and construed in accordance 
with the laws of the State of California. 

This Letter of Credit is transferable in its entirety (but not in part) to any transferee who you 
certify to us has succeeded you as Trustee under the Indenture. This Letter of Credit may be 
successively transferred. Transfer of the available balance under this Letter of Credit to such 
transferee shall be effected by the presentation to us of this Letter of Credit accompanied by a 
certificate in substantially the form of Annex G attached hereto and upon payment of our transfer 
fee in the amount of $2,500. Upon such presentation we shall forthwith transfer the same to your 
transferee. 

This Letter of Credit sets forth in full our undertaking, and such undertaking shall not in 
any way be modified, amended, amplified or limited by reference to any document, instrument or 
agreement referred to herein (including, without limitation, the Bonds), except only the certificates 
and the drafts referred to herein; and any such reference shall not be deemed to incorporate 
herein by reference any document, instrument or agreement except for such certificates and such 
drafts. 



Other than the foregoing provisions for communications by facsimile copy, 
communications with respect to this Letter of Credit shall be in writing and shall be addressed to 
us at 1000 West Temple Street, 7'h Floor, Mail Code CA9-705-07-05, Los Angeles, California 
90012-1514, Attn: Standby Letter of Credit Dept., specifically referring to the number of this Letter 
of Credit. 

Very truly yours, 

BANK OF AMERICA, N.A. 
A 

Name: Hermann Schutterle 
Title: Vice President 



, , 
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Annex A to Letter of Credit 

Certificate for Drawing in Connection with the Payment of lnterest 
on the 

Modesto Public Financing Authority Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") 

lrrevocable Letter of Credit No. 3095777 

The undersigned, a duly authorized signatory of the undersigned Trustee (the 
"Trustee"), hereby certifies to Bank of America, N.A. (the "Bank"), with reference to Irrevocable 
Letter of Credit No. 3095777 (the "Letter of Credit", the terms defined therein and not otherwise 
defined herein being used herein as therein defined) issued by the Bank in favor of the Trustee, 
as follows: 

(1) The Trustee is the Trustee under the Indenture for the holders of the 
Bonds. 

(2) The Trustee is making a drawing under the Letter of Credit pursuant to 
Section 5.12 of the lndenture with respect to a payment of interest accrued on the Bonds, 
which payment is due on the next Banking Day after the date on which this Certificate and 
the lnterest Draft it accompanies are presented to the Bank. 

(3) [The lnterest Draft accompanying this Certificate is the first lnterest Draft 
presented by the Trustee under the Letter of Credit.]" r h e  lnterest Draft last presented by 
the Trustee under the Letter of Credit was honored and paid by the Bank on 3 

200-, and the Trustee has not received a notice from the Bank that the Bank has not been 
reimbursed.]** 

(4) The amount of the lnterest Draft accompanying this Certificate is $ 
, it was computed in compliance with the terms and conditions of the Bonds and 

the Indenture, and does not include any amount of interest which is included in any Tender 
Draft, Partial Redemption Draft or Final Draft presented on or prior to the date of this 
Certificate. 



Bankof America 

IN WITNESS WHEREOF, the Trustee has executed and delivered this Certificate as of the 
- day of ,200-. 

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

[Name and Title] 

* To be used in the Certificate relating to the first lnterest Draft only. 

** To be used in each Certificate relating to each lnterest Draft other than the first lnterest 
Draft. 
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Annex B to Letter of Credit 

Certificate for Drawing in Connection with the Payment o f  Principal 
and lnterest for Purchase of Bonds upon Optional Tender or Mandatory Tender 

of the 
Modesto Public Financing Authority Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") 

Irrevocable Letter of Credit No. 3095777 

The undersigned, a duly authorized signatory of the undersigned Trustee (the "Trustee"), 
hereby certifies to Bank of America, N.A. (the "Bank"), with reference to lrrevocable Letter of 
Credit No. 3095777 (the "Letter of Credit", the terms defined therein and not otherwise defined 
herein being used herein as therein defined) issued by the Bank in favor of the Trustee, as 
follows: 

(1) The Trustee is the Trustee under the lndenture for the holders of the 
Bonds. 

(2) The Trustee is making a drawing under the Letter of Credit with respect to 
the purchase price of Bonds corresponding to the principal amount of, and accrued and 
unpaid interest on, the Bonds upon [an optional tender of all or less than all of the Bonds 
"outstanding" (as defined in the Indenture) in accordance with Section 4.09(A) of the 
Indenture], or [a mandatory tender of all of the Bonds, other than Bank Bonds and Bonds 
registered in the name of the City or the Authority, to be purchased as a result of a 
mandatory tender pursuant to the terms of Section 4.09(B) of the Indenture], which 
payment is due on the date on which this Certificate and the Tender Draft it accompanies 
are being presented to the Bank. 

(3) The amount of the Tender Draft accompanying this Certificate is equal to 
the sum of (i) $ being drawn in respect of the payment of unpaid principal of Bonds 
(other than Bank Bonds and Bonds registered in the name of the City or the Authority) to 
be purchased as a result of a tender and (ii) $ being drawn in respect of the 
payment of accrued and unpaid interest on such Bonds, and does not include any amount 
of interest which is included in any lnterest Draft, Partial Redemption Draft or Final Draft 
presented on or prior to the date of this Certificate. 

(4) The amount of the Tender Draft accompanying this Certificate was 
computed in compliance with the terms and conditions of the Bonds and the lndenture and 
does not exceed the amount available to be drawn by the Trustee under the Letter of 
Credit. 

The Trustee acknowledges that, pursuant to the terms of the Letter of Credit, upon the 
Bank's honoring of the Tender Draft accompanying this Certificate, the amount of the Letter of 
Credit and the amounts available to be drawn by the Trustee thereunder by any subsequent 
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Tender Draft, Partial Redemption Draft, and Final Draft are automatically decreased by an amount 
equal to the amount of such Tender Draft. 

IN WITNESS WHEREOF, the Trustee has executed and delivered this Certificate as of 
the - day of , 204. 

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

[Name and Title] 
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Annex C to Letter of Credit 

Certificate for Drawing in Connection with the Payment of 
Principal and lnterest upon Partial Redemption 

of the 
Modesto Public Financing Authority Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") 

Irrevocable Letter of Credit No. 3095777 

The undersigned, a duly authorized signatory of the undersigned Trustee (the "Trustee"), 
hereby certifies to Bank of America, N.A. (the "Bank"), with reference to lrrevocable Letter of 
Credit No. 3095777 (the "Letter of Credit", the terms defined therein and not otherwise defined 
herein being used herein as therein defined) issued by the Bank in favor of the Trustee, as 
follows: 

(1) The Trustee is the Trustee under the lndenture for the holders of the 
Bonds. 

(2) The Trustee is making a drawing under the Letter of Credit with respect to 
the payment, upon redemption of less than all of the Bonds which are "outstanding" (as 
defined in the Indenture) pursuant to Section 4.01 of the Indenture, of the unpaid principal 
amount of, and up to 34 days' accrued and unpaid interest on, Bonds to be redeemed 
pursuant to the terms of the lndenture (other than Bank Bonds and Bonds registered in 
the name of the City or the Authority), which payment is due on the next Banking Day after 
the date on which this Certificate and the Partial Redemption Draft it accompanies are 
presented to the Bank. 

(3) The amount of the Partial Redemption Draft accompanying this Certificate 
is equal to the sum of (i) $ being drawn in respect of the payment of unpaid 
principal of Bonds (other than Bank Bonds and Bonds registered in the name of the City or 
the Authority) to be redeemed and (ii) $ being drawn in respect of the payment of 
accrued and unpaid interest on such Bonds, and does not include any amount of interest 
on the Bonds which is included in any Interest Draft, Tender Draft or Final Draft presented 
on or prior to the date of this Certificate. 

(4) The amount of the Partial Redemption Draft accompanying this Certificate 
was computed in accordance with the terms and conditions of the Bonds and lndenture 
and does not exceed the amount available to be drawn under the Letter of Credit. 

The Trustee acknowledges that, pursuant to the terms of the Letter of Credit, upon the 
Bank's honoring the Partial Redemption Draft accompanying this Certificate, the amount of the 
Letter of Credit and the amounts available to be drawn by the Trustee thereunder by any 
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subsequent Partial Redemption Draft, Tender Draft and Final Draft are automatically decreased 
by an amount equal to the amount of such Partial Redemption Draft. 

IN WITNESS WHEREOF, the Trustee has executed and delivered this Certificate as of the 
day of 200-. 

THE BANK OF NEW YORK MELLON TRUST COMPANY, 
N.A., 

as Trustee 

By: 
[Name and Title] 
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Annex D to Letter of Credit 

Certificate for Drawing in Connection with the Payment of Principal 
and Interest upon Stated Maturity, or Optional or Mandatory Redemption as a Whole of the 

Modesto Public Financing Authority Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") 

Irrevocable Letter of Credit No. 3095777 

The undersigned, a duly authorized signatory of the undersigned Trustee (the "Trustee"), 
hereby certifies to Bank of America, N.A. (the "Bank"), with reference to Irrevocable Letter of 
Credit No. 3095777 (the "Letter of Credit", the terms defined therein and not otherwise defined 
herein being used herein as therein defined) issued by the Bank in favor of the Trustee, as 
follows: 

(1) The Trustee is the Trustee under the lndenture for the holders of the 
Bonds. 

(2) The Trustee is making a drawing under the Letter of Credit [pursuant to 
Section 5.12 of the lndenture with respect to the payment upon the final stated maturity 
date of the Bonds] or [pursuant to Section 4.03 of the lndenture with respect to payment 
upon redemption in full] or [upon the direction of the Bank to redeem the Bonds pursuant 
to Section 7.02 of the lndenture upon a default under the Indenture] of the unpaid principal 
amount of, and accrued and unpaid interest on, all of the Bonds which are "outstanding" 
(as defined in the Indenture) (other than Bank Bonds and Bonds registered in the name of 
the City or the Authority), which payment is due on the Banking Date after the date on 
which this Certificate and the Final Draft it accompanies are presented to the Bank. 

(3) The amount of the Final Draft accompanying this Certificate is equal to the 
sum of (i) $ being drawn in respect of the payment of unpaid principal of 
Bonds (other than Bank Bonds and Bonds registered in the name of the City or the 
Authority), and (ii) $ being drawn in respect of the payment of accrued and unpaid 
interest on such Bonds, and does not include any amount of interest on the Bonds which 
is included in any lnterest Draft, Tender Draft, or Partial Redemption Draft presented on or 
prior to the date of this Certificate. 

(4) The, amount of the Final Draft accompanying this Certificate was computed 
in compliance with the terms and conditions of the Bonds and the lndenture and does not 
exceed the amount available to be drawn by the Trustee under the Letter of Credit. 

(5) Upon receipt of the Drawing requested by this Certificate, the Trustee 
acknowledges that the Letter of Credit will be terminated and will be promptly returned to 
the Bank by the Trustee. 

IN WITNESS WHEREOF, the Trustee has executed and delivered this Certificate as of 
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the - day of , 200-. 

THE BANK OF NEW YORK MELLON TRUST COMPANY, 
N.A., 

as Trustee 

By: 
[Name and Title] 



Annex E of Letter of Credit 

Certificate for the Reinstatement of Amounts Available under lrrevocable 
Letter of Credit for the 

Modesto Public Financing Authority Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") 

lrrevocable Letter of Credit No. 3095777 

The undersigned, a duly authorized signatory of the undersigned Trustee (the 
"Trustee"), hereby certifies to Bank of America, N.A. (the "Bank"), with reference to lrrevocable 
Letter of Credit No. 3095777 (the "Letter of Credit", the terms defined therein and not otherwise 
defined herein being used herein as therein defined) issued by the Bank in favor of the Trustee, 
as follows: 

(1) The Trustee is the Trustee under the Indenture for the holders of the 
Bonds. 

(2) The amount of $ paid to you today by the City or by the Trustee on 
behalf of the City is a payment made to reimburse you, pursuant to Section 2.2 of the 
Reimbursement Agreement, dated as of August 1, 2008 (the "Reimbursement 
Agreement"), between the City and the Bank, for amounts drawn under the Letter of 
Credit by Tender Drafts. 

(3) Of the amount referred to in paragraph (Z), $ represents the 
aggregate principal amount of Bonds resold or to be resold on behalf of the City. 

(4) Of the amount referred to in paragraph (2), $ represents interest on 
Bonds calculated in accordance with clause (ii) of Section 2.2 of the Reimbursement 
Agreement. 

IN WITNESS WHEREOF, the Trustee has executed and delivered this Certificate as of 
this - day of , 20-. 

THE BANK OF NEW YORK MELLON TRUST 
COMPANY, N.A. 
as Tender Agent 

By: 
[Name and Title] 
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Annex F of Letter of Credit 

Certificate for the Reduction of Amounts Available under lrrevocable 
Letter of Credit for the 

Modesto Public Financing Authority Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") 

lrrevocable Letter of Credit No. 3095777 

The undersigned, a duly authorized signatory of the undersigned Trustee (the "Trustee"), 
hereby certifies to Bank of America, N.A. (the "Bank"), with reference to lrrevocable Letter of 
Credit No. 3095777 (the "Letter of Credit", the terms defined therein and not otherwise defined 
herein being used herein as therein defined) issued by the Bank in favor.of the Trustee as 
follows: 

(1) The Trustee is the Trustee under the lndenture for the holders of the 
Bonds. 

(2) The Trustee hereby notifies you that on or prior to the date hereof 
$ principal amount of the Bonds have been redeemed and paid or have been 
defeased pursuant to the Indenture. 

(3) Following the redemption and payment or the defeasance referred to in 
paragraph (2) above, the aggregate principal amount of all of the Bonds which are 
"outstanding" within the meaning of the lndenture is $ 

(4) The maximum amount of interest, computed at 12% per annum, which 
could accrue on the Bonds referred to in paragraph (3) above in a period of 34 days is $ 

(5) The amount available to be drawn by the Trustee under the Letter of 
Credit for the interest portion is reduced to $ (such amount being equal to the 
amount specified in paragraph (4) above) upon receipt by the Bank of this Certificate. 

(6) The amount available to be drawn by the Trustee under the Letter of 
Credit for the principal portion is reduced to $ (such amount being equal to the 
sum of the amounts specified in paragraphs (3) and (4) above) upon receipt by the Bank 
of this Certificate. 

(7) The Stated Amount of the Letter of Credit is reduced to $ (such 
amount being equal to the sum of the amounts specified in paragraphs (5) and (6) 
above) upon receipt by the Bank of this Certificate. 

IN WITNESS WHEREOF, the Trustee has executed and this Certificate this - day of 
,200-. 



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

BY: 
(Name and Title] 



Annex G of Letter of Credit 

Instruction to Transfer lrrevocable 
Letter of Credit for the 

Modesto Public Financing Authority Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") 

lrrevocable Letter of Credit No. 3095777 

Bank of America, N.A. 
1000 W. Temple Street, 7th Floor 
CA9-705-05 
Los Angeles, California 9001 2-151 4 

Attention: Standby Letter of Credit Department 

Re: lrrevocable Letter of Credit No. 3095777 

Gentlemen: 

For value received, the undersigned beneficiary hereby irrevocably transfers to: 

[Name of Transferee] 

[Address] 

all rights of the undersigned beneficiary to draw under the above-captioned Letter of Credit (the 
"Letter of Credit"). We hereby certify that the transferee has succeeded the undersigned as 
Trustee under the Indenture (as defined in the Letter of Credit). 

By this transfer, all rights of the undersigned beneficiary in the Letter of Credit are 
transferred to the transferee and the transferee shall hereafter have the sole rights as 
beneficiary thereof; provided, however, that no rights shall be deemed to have been transferred 
to the transferee until such transfer complies with the requirements of the Letter of Credit 
pertaining to transfers. 



The Letter of Credit is returned herewith and in accordance therewith we ask that this 
transfer be effective and that you transfer the Letter of Credit to our transferee or that, if so 
requested by the transferee, you issue a new irrevocable letter of credit in favor of the 
transferee with provisions consistent with the Letter of Credit. 

Very truly yours, 

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

By: 
[Name and Title] 



Annex H of Letter of Credit 

Notice Directing Mandatory Tender 
of the 

Modesto Public Financing Authority Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") 

Irrevocable Letter of Credit No. 3095777 

The Bank of New York Mellon Trust Company, N.A., as Trustee 
550 Kearny Street, Suite 600 
San Francisco, CA 941 08-2527 

Attention: Corporate Trust Administration 

Ladies and Gentlemen: 

This is a notice pursuant to our Letter of Credit No. 3095777 (the "Letter of Credit"). 
Capitalized terms not otherwise defined herein have the meanings ascribed to them in the 
[Indenture] (the "Indenture"). 

This is to advise you that the Bank has not been reimbursed for a drawing under the 
Letter of Credit on , 200-, and accordingly a default has occurred under the 
Reimbursement Agreement dated as of August 1, 2008 between the City of Modesto and the 
Bank. Pursuant to Section 4.09(B)(2) of the Indenture, you are hereby directed to cause the 
mandatory tender of all of the Bonds. 

BANK OF AMERICA, N.A. 

BY 
Title 



REIMBURSEMENT AGREEMENT 

between 

BANK OF AMERICA, N.A. 

and 

CITY OF MODEST0 

and 

MODEST0 PUBLIC FINANCING AUTHORITY 

Dated as of August 1,2008 

Relating to the 

MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 



REIMBURSEMENT AGREEMENT 

This REIMBURSEMENT AGREEMENT (the "Agreement") is made as of August 1,2008 by 
and among BANK OF AMERICA, N.A., a national banking association (the "Bank), the MODEST0 
PUBLIC FINANCING AUTHORITY, a joint exercise of powers authority duly organized and existing 
under the laws of the State of California (the "Authority") and the CITY OF MODESTO, a charter city 
and municipal corporation duly organized and existing under laws of the State of California (the 
"City"). 

RECITALS 

A. The Authority previously issued its Lease Revenue Refunding and Capital 
Improvement Bonds, Series 2007 and its Lease Revenue Bonds, Series 1998 
(collectively, the "Prior Bonds") to assist the financing of certain public capital 
improvements in the City. 

B. Pursuant to an Indenture dated as of August 1, 2008 (the "Indenture") between the 
Authority and The Bank of New York Mellon Trust Company, N.A., as trustee (the 
"Trustee"), the Authority intends to issue its Lease Revenue Refunding Bonds, 
Series 2008 (the "Bonds") for the purposes, among other things, of refunding all of 

. the Prior Bonds. The Bonds will be secured by a pledge of Revenues (as such 
term is defined in the Indenture), which Revenues include lease payments to be 
made by the City pursuant to the terms of a Lease Agreement dated as of August 1, 
2008 (the "Lease Agreement") between the City and the Authority. 

C. In order to support payment of principal and interest with respect to the Bonds, the 
Bank will provide a letter of credit (the "Letter of Credit") pursuant to this Agreement 
and the Bank is willing to provide the Letter of Credit to the Trustee for the account 
of the City upon the terms and conditions herein set forth. 

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

ARTICLE ONE 

DEFINITIONS 

Section 1 .I Definitions. Capitalized terms not defined in this Agreement shall have 
the meanings assigned to them in the Indenture. In addition to terms defined elsewhere in this 
Agreement, as used herein the following terms shall have the following meanings unless the 
context otherwise requires, and such meanings shall be equally applicable to both singular and 
plural forms of the terms herein defined: 

"Agreement" shall mean this Reimbursement Agreement, as the same may from time 



to time be amended, supplemented or otherwise modified in accordance with its terms. 

"Amortization Period" means, with respect to any Tender Draw, the period 
commencing on the date of such Tender Draw and ending on the earlier of (a) the fifth anniversary 
of the sixty-first day following the date of such Tender Draw or (b) the fifth anniversary of the 
Expiration Date. 

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

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

"Bank Bonds" shall mean the Bonds held by the Tender Agent for the benefit of the 
Bank as provided in Section 4.13 of the Indenture. 

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

"Base Rate" means, for any day, the highest of (a) the Prime Rate if the Bank 
establishes a Prime Rate or otherwise the Bank's "base rate" for such date plus 2.0%, or (b) the 
Fed Funds Rate plus three percent (3.0%) per annum; provided, that in no event shall the Base 
Rate be less than the rate on the Bonds that are not Bank Bonds. 

"Bonds" shall mean the Modesto Public Financing Authority Lease Revenue 
Refunding Bonds, Series 2008. 

"Business Day" shall mean a day on which banks located in New York, New York, 
San Francisco, California, the city in which the principal office of the Trustee is located and the state 
where the Bank's lending office is located are not required or authorized to be closed and on which 
the New York Stock Exchange is open. 

"w' shall mean the City of Modesto, a charter city and municipal corporation duly 
organized and existing under and by virtue of the laws of the State of California. 

"Closinn Date" shall mean the date on which the Bank delivers the Letter of Credit 
pursuant to this Agreement. 

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

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

"Drawinq Date" shall mean the date on which the Bank pays a   raw in^ on the Letter 
of Credit. 



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

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

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

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

"Federal Funds Rate" means, for any day, the rate per annum equal to the weighted 
average of the rates on overnight Federal funds transactions with members of the Federal Reserve 
System arranged by Federal funds brokers on such day, as published by the Federal Reserve Bank 
on the Business Day next succeeding such day; provided that (a) if such day is not a Business Day, 
the Federal Funds Rate for such day shall be such rate on such transactions on the next preceding 
Business Day as so published on the next succeeding Business Day, and (b) if no such rate is so 
published on such next succeeding Business Day, the Federal Funds Rate for such day shall be the 
average rate (rounded upward, if necessary, to a whole multiple of I l l 0 0  of 1%) charged to the 
Bank on such day on such transactions as determined by the Bank. 

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

"Indenture" has the meaning assigned to such term in Recital B. 

"Lease Agreement" has the meaning assigned to such term in Recital B. 

"Leased Property" shall mean the real and personal property subject to the Lease 



Agreement. 

"Letter of Credit" shall mean the irrevocable direct pay letter of credit to be issued by 
the Bank pursuant hereto for the account of the City in favor of the Trustee to support payment of 
the Bonds, in substantially the form of Exhibit A to this Agreement with appropriate insertions, as it 
may be amended or supplemented from time to time. 

"Letter of Credit Commitment" shall mean U.S. $65,898,476.00, which is comprised 
of a principal component of $65,170.00 and an interest component of $728,476.00. 

"0bliaations"shall mean the fees relating to the Letter of Credit, any and all 
obligations of the Authority and the City to reimburse the Bank for a drawing under the Letter of 
Credit, and all other obligations of the Authority and the City to the Bank arising under or in relation 
to this Agreement. 

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

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

"Prime Rate1' shall mean the rate of interest publicly announced from time to time by 
the Bank as its Prime Rate. The Prime Rate is set by the Bank based on various factors, including 
the Bank's costs and desired return, general economic conditions and other factors, and is used as 
a reference point for pricing some loans. The Bank may price loans to its customers at, above, or 
below the Prime Rate. Any change in the Prime Rate shall take effect at the opening of business 
on the day specified in the public announcement of a change in the Bank's Prime Rate. 

"Related Documents" shall have the meaning set forth in Section 3.1 (b) hereof. 

"Revenues" shall have the meaning set forth in the Indenture. 

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

"Tender Draw" shall mean a drawing on the Letter of Credit resulting from the 
presentation to the Bank by the Trustee of a certificate in the form of Annex B to the Letter of Credit. 

ARTICLE TWO 

LETTER OF CREDIT 

Section 2.1. Issuance of Letter of Credit; Extension of Letter of Credit. 

(a) Extension of Credit. The Bank hereby agrees, on the terms and subject to 
the conditions hereinafter set forth, to issue the Letter of Credit to the Trustee, in accordance with 
the terms of this Section 2.1. The Letter of Credit shall be issued by the Bank upon satisfaction by 
the City of all conditions precedent set forth in Section 3.1 hereof, and for a stated term from the 
date of the Letter of Credit to the Expiration Date. 



(b) Extension of Expiration Date. The initial Expiration Date for the Letter of 
Credit shall be August 1,201 1 ; provided that the Expiration Date may be extended for a three-year 
period upon the request by the City and approval by the Bank in its sole discretion. Any request for 
an extension of the Letter of Credit must be in writing and accompanied by such information as the 
Bank may reasonably request and such request must be received by the Bank no earlier than the 
second anniversary of the Closing Date and no later than 180 days prior to the Expiration Date then 
in effect. The Bank, in its sole and absolute discretion, may elect not to extend the term of the 
Letter of Credit. If the Bank has not agreed to the request for extension in writing within 60 days 
after the Barik received the City's written request and the other information requested by the Bank, 
the City's request shall be deemed to be denied. 

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

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

Section 2.2. Reimbursement of Drawincls. Subject to Section 2.5, the Authorii and 
the City (by payment of Lease Payments in accordance with the terms of the Lease Agreement) 
hereby agree to reimburse to the Bank for any Drawing under the Letter of Credit as follows: . 

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

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

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

(d) If on the date of any Tender Draw no Default has occurred and is continuing 
and the representations and warranties of the City and the Authority hereunder are true and correct 
as if made on such date, the Authority and the City shall not be required to reimburse the Bank for 
such Tender Draw on the date of such drawing but rather shall be required to pay such amount to 
the Bank in equal installments of principal due on each April 1 and October 1 occurring during the 
Amortization Period for such Tender Draw, together with interest thereon at the Bank Rate payable 
on the first day of each month following the date of such Tender Draw, with the entire balance of 
such Tender Draw due on the last day of the Amortization Period; provided, however, that upon the 
remarketing of all or any portion of the applicable Bank Bonds purchased with amounts drawn 
under the Letter of Credit pursuant to such Tender Draw, the amount such Tender Draw shall be 
immediately due and owing to the Bank, together with interest thereon at the Bank Rate; and 
provided further, that all amounts owed to the Bank pursuant to this Section 2.2 shall be 
immediately due and payable in full (i) on the date of delivery to the Trustee of any Alternate Credit 
Facility (as provided in the Indenture) as a substitution for the Letter of Credit or (ii) at such time as 
the Bonds are no longer Outstanding or (iii) on the date that the amount of the Letter of Credit is 



reduced to zero or the Letter of Credit is otherwise terminated prior to the Expiration Date. 

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

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

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

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

Section 2.3. Letter of Credit Fees and Other Pavments. 

(a) Letter of Credit Fee. 

The Authority and the City (by payment of Additional Payments under the Lease 
Agreement) hereby agree to pay or cause to be paid to the Bank a Letter of Credit Fee quarterly in 
arrears equal to (i) the number of percentage points indicated below for the then-current issuer 
general obligation ratings by Standard & Poor's Rating Service and Fitch Ratings on the City's 
lease obligation multiplied by (ii) the Stated Amount of the Letter of Credit: 

Percentase Points 



A/A+ or higher .65% 

BBB (S&P) 1.15% 

(ii) In the event that (x) any rating should be withdrawn or suspended for any 
reason or (y) upon the occurrence of an Event of Default, the annual fee will be increased by 
1 50%. 

(iii) If the Standard &Poor's or Fitch ratings are lower than the other rating 
agency, the number of percentage points used to calculate the fee will be determined by reference 
to the lowest rating. 

(b) Pavment Dates. The initial Letter of Credit fee shall be due and payable on 
the Closing Date and shall include the fees for the period from the Closing Date through November 
30,2008. Thereafter, the Letter of Credit fee shall be paid quarterly in arrears on March 1, June 1, 
September 1 and December 1 of each year commencing on March 1, 2009 (the initial quarterly 
payment shall include the fees for the period commencing on December 1,2008 through February 
28, 2009). 

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

(d) . ,Calculation of Fees and Interest. All fees payable under this Agreement 
shall be calculated on the basis of a 360-day year and actual days elapsed. All interest payable 
under this Agreement shall be calculated on the basis of a 3651366-day year and actual days 
elapsed. 

(e) Costs and Expenses. The City shall pay (by payment of Additional 
Payments under the Lease Agreement) any and all reasonable fees, charges and expenses, 
payable or incurred by the Bank in connection with the execution and delivery of this Agreement 
and the Letter of Credit, including without limitation, the fees and expenses of counsel to the Bank, 
together with interest on such amounts from the date such payment is due until paid at a rate per 
annum equal to the Default Rate, and agrees to save the Bank harmless from and against any and 
all liabilities with respect to or resulting from any delay in paying or omission to pay such fees and 
expenses. The Bank's out of pocket expenses, excluding fees and expenses of counsel to the 
Bank, shall not exceed $1,500.00. 



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

(i) any reserve or deposit requirements; and 

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

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

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

(i) Obligation Absolute. Subject to Section 2.5, the obligations of the Authority 
and the City under this Agreement shall be unconditional and irrevocable, and shall be paid or 
performed strictly in accordance with the terms of this Agreement under all circumstances 
whatsoever, including, without limitation, the following circumstances: 

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

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

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

(iv) any certificate, statement or any other document presented under the 



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

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

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

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

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

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

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



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

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

Section 2.5. Securitv; Nature of Obliqations of the Authoritv and the Citv. 

(a) Notwithstanding any provisions herein to the contrary, unless otherwise 
permitted by law, the Bank acknowledges and agrees that all obligations of the Authority and the 
City hereunder are secured by and payable solely from the following (together, the "Collateral"): 
(a) the proceeds from the sale of bonds authorized to be issued by the Authority or the City 
specifically for the purpose of paying amounts due hereunder; (b) the Lease Payments (including 
any Excess Amounts) and Additional Payments received by the Authority under the Lease 
Agreement; (c) subject to the terms of the Indenture, all moneys and investments held in any fund 
or account under the Indenture and, with respect to Bank Bonds and the payment of principal of 
and interest thereon and the liability of the Authority and the City with respect to any payment 
obligations hereunder shall be so limited. The Authority hereby pledges, places a Lien upon and 
assigns the Collateral to secure the obligations to the Bank under this Agreement. 

(b) Subject to the provisions of Section 2.5(a), the obligations of the Authority 
and the City under this Agreement to reimburse the Bank for Drawings shall be paid and performed 
strictly in accordance with the terms of this Agreement under all circumstances whatsoever, 
including, without limitation, the following circumstances: 



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

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

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

- 
(iv) any statement in any certificate or any other document presented 

under the Letter of Credit proving to be forged, fraudulent, invalid or insufficient in any respect or 
any statement therein being untrue or inaccurate in any respect whatsoever; 

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

unless any of the foregoing results from the gross negligence or willful misconduct of the Bank. 

Section 2.6. Termination. The Letter of Credit may be terminated by the Authority 
or the City upon sixty (60) days written notice to the Bank at any time, including without limitation 
following the imposition of any costs and expenses pursuant to Sections 2.3(f) or (g). In the event 
the Authority or the City terminates the Letter of Credit for any reason prior to the second 
anniversary of the execution and delivery of this Reimbursement Agreement, the District shall pay 
the Bank a fee (the "Termination Fee") in an amount equal to the letter of credit fee payable 
pursuant to Section 2.3(a) that would have accrued had this Reimbursement Agreement been in 
effect for two full years (less any amounts then paid pursuant to Section 2.3(a) hereof). 
Notwithstanding the foregoing, no Termination Fee shall be payable in the event this 
Reimbursement Agreement is terminated due to (i) a downgrading of the Bank's long-term ratings 
to below "EBB-", "Baa3 and "BBB-", or short-term ratings to below "A-?"or "P-1" or "F-1" by 
Moody's, S&P or Fitch or (ii) the imposition by the Bank of any increased costs pursuant to Section 
2.3(f) or (g) hereof. 

ARTICLE THREE 

CONDITIONS PRECEDENT 

Section 3.1. Conditions Precedent to Issuance of Letter of Credit. The obligation of 
the Bank to issue the Letter of Credit shall be subject to the fulfillment of the following conditions 
precedent on or before the Closing Date thereof, in a manner satisfactory to the Bank and its 
counsel: 

(a) The Bank shall have received an opinion of Sidley Austin LLP, as special 
counsel, in form and substance satisfactory to the Bank and.its counsel, dated the Closing Date. 

(b) The Bank shall have received an opinion of Bank counsel, in form and 
substance satisfactory to the Bank dated the Closing Date. 
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(c) The Bank shall have received an opinion of the City Attorney, in form and 
substance satisfactory to the Bank and its counsel dated the Closing Date; 

(d) The Bank shall have received an opinion of the counsel to the Authority, in 
form and substance satisfactory to the Bank and its counsel dated the Closing Date; 

(e) The Bank shall have received on the Closing Date certified copies or 
executed originals, as the Bank may request, of this Agreement, the Indenture, the Lease 
Agreement and the Facility Leases, and the other documents, certificates and opinions executed 
and delivered in connection with issuance of the Bonds (collectively, the "Related Documents") and 
any other documents which the Bank may reasonably request evidencing that all necessary action 
(including, without limitation, adoption of resolutions) required to be taken by the Authority and the 
City in connection with the authorization, execution, issuance, delivery and performance of such 
documents and any other document required to be delivered by the City pursuant to or in 
connection with this Agreement or the transactions contemplated hereby, has been taken. 

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

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

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

(iii) on the Closing Date no Event of Default or no event, act or omission 
which with notice, lapse of time or both, would constitute such an Event of Default, 
shall have occurred and be continuing; and 

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

(g) The Bank shall have received copies of resolutions of thecity Council of the 
City, certified as of the Closing Date by the City Clerk, authorizing, among other things, the 
issuance of the Bonds and the execution, delivery and performance by the City of this Agreement. 

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

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

(i) the representations and warranties set forth in this Agreement and in 



any other certificate, letter, writing or instrument delivered by the Authority to the 
Bank pursuant hereto or in connection herewith, shall be true and correct as of the 
Closing Date; 

(ii) no material adverse change shall have occurred in the condition 
(financial or otherwise) of the Authority prior to the Closing Date; 

(iii) on the Closing Date no Event of Default or no event, act or omission 
which with notice, lapse of time or both, would constitute such an Event of Default, 
shall have occurred and be continuing; and 

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

' (j) The Ban,k shall have received copies of resolutions of the governing board of 
the Authority, certified as of the Closing Date by the secretary of such governing board, authorizing, 
among other things, the issuance of the Bonds and the execution, delivery and performance by the 
Authority of this Agreement. 

(k) The Bank shall have received a certificate of an Authorized Representative of 
the Authority dated the Closing Date certifying as to the authority, incumbency and specimen 
signatures of the Authorized Representative of the Authority authorized to sign this Agreement and 
any other documents to be delivered by it hereunder and who will be authorized to represent the 
Authority in connection with this Agreement, upon which the Bank may rely until it receives a new 
such certificate. 

(I) Except for state "blue sky" laws, the Bank shall have received true and 
correct copies of any and all governmental approvals necessary for the City and the Authority to 
enter into this Agreement and such approvals necessary at the Closing Date for the transactions ' 

contemplated thereby and hereby, or if no governmental approvals are required, a certificate of an , 

Authorized Representative of the City to the effect that no such approvals are necessary. 

(m) The Bank shall have received copies of the audited financial statements of 
the City for the three most recent years for which such statements are available: unaudited financial 
statements of the City for any fiscal year for which audited financial statements are unavailable, a 
copy of the City's 2008-2009 adopted budget, financial projections and any other information 
reasonably requested by the Bank. 

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

(0) Evidence of use and occupancy insurance, general liability and property 
damage insurance required to be carried by the City pursuant to the Lease Agreement satisfactory 
to the Bank. 

(p) All other legal matters pertaining to the execution and delivery of this 
Agreement, the issuance of the Letter of Credit and the other Related Documents shall be 
reasonably satisfactory to the Bank and their counsel. 



(q) Appointment of a rernarketing agent approved by the Bank. 

(r) Payment of fees and expenses of the Bank and its counsel. 



ARTICLE FOUR 

REPRESENTATIONS AND WARRANTIES 

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

(a) Valid Existence. The City is a charter city and municipal corporation, duly 
organized and validly existing under its charter and the Constitution of the State and has the 
necessary power and authority to execute and deliver this Agreement and the Related 
Documents to which the City is a party and to perform its obligations hereunder and thereunder. 

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

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

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

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

(f) Financial Statements. The audited statements of revenues, expenses 
and changes in fund balances and changes in financial position of the City for each of its fiscal 
years ended June 30, 2006 and June 30,2007, including balance sheets as of June 30 of each 
of said years, and statements of revenue and expense as of June 30 of each of said years, all 



examined and reported on by independent public accountants, prepared by the City, as 
heretofore delivered to the Bank correctly and fairly present the financial condition of the City as 
of said dates and the results of the operations of the City for each of such periods, respectively, 
and have been prepared in accordance with generally accepted accounting principles 
consistently applied except as stated in the notes thereto. 

(g) Lease Aclreement and Facilitv Leases. The Lease Agreement and 
Facility Leases are in full force and effect. The City has not been granted any waiver, 
indulgence or postponement of any of the City's obligations under the Lease Agreement or the 
Facility Leases. There exists no event of default or event, occurrence, condition or act that, with 
the giving of notice, the lapse of time or the happening of any further event or condition, would 
become a default under the Lease Agreement or the Facility Leases. 

(h) Accurate and Complete Disclosure. All factual information certified by the 
City in writing to the Bank (including without limitation all information contained in, or made 
pursuant to, this Agreement and the Related Documents to which the City is a party) is, and all 
other such factual information hereafter certified by the City in writing to the Bank will be, to the 
knowledge of the authorized person making such certification after reasonable inquiry, accurate 
and complete in all material respects on the date as of which such information is certified. The 
Official Statement, true copies of which have heretofore been delivered to the Bank, and each 
official statement pertaining to the Bonds (including any amendments or supplements) prepared 
subsequent to the Effective Date (a true copy of which shall be furnished to the Bank prior to the 
distribution thereof) do not and will not contain any untrue statement of a material fact and do 
not and will not omit to state a material fact necessary to make the statements therein, in the 
light of the circumstances under which made, not misleading, except no representation is made 
as to any information concerning the Trustee, DTC or the Bank. 

(i) Renulatow A ~ ~ r o v a l s .  On the Closing Date, each authorization, consent, 
approval, license or formal exemption from or filing, declaration or registration with, any court 
governmental agency or regulatory authority (federal, state or local), required in connection with 
the City's execution and delivery of, and performance under, this Agreement and each of the 
Related Documents to which the City is a party has been obtained or made and is in full force 
and effect; provided, however, that no representation is made as to State blue sky laws. 
Other Documents. Each of the Related Documents to which the City is a party is in full force 
and effect, and the City hereby makes to the Bank each of the representations and warranties 
made by the City therein as if set forth at length herein. None of the Related Documents has 
been amended or supplemented except by such amendments or supplements as have 
previously been delivered to the Bank. 

(j) Prospective Chanae in Law. To the best knowledge of the City (after due 
inquiry), except as otherwise disclosed in the Official Statement, there is no amendment, or 
proposed amendment certified for placement on a statewide ballot, to the Constitution of the 
State or any published administrative interpretation of the Constitution of the State or any State 
law, or any legislation which has passed either house of the State legislature or is under 
consideration by any conference or similar committee, or any published judicial decision 
interpreting any of the foregoing, the effect of which is to materially adversely affect the ability of 
the Authority or the City, as the case may be, to perform their respective obligations under this 
Agreement or any of the Related Documents to which each is a party. 

(k) Tax-Exempt Status. Neither the City nor the Authority has taken any action 
or omitted to take any action, and knows of no action taken or omitted to be taken by any other 



Person, which action, if taken or omitted, would adversely affect the exclusion of interest on the 
Bonds from gross income for Federal income tax purposes or the exemption of such interest from 
the State's personal income tax. 

(I) No Other Defaults. The City is not in default on any Debt to any person or 
entity in excess of $5,000,000. 

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

(n) Environmental Matters. Except as othewise disclosed in the Official 
Statement: (i) Hazardous Materials have not at any time been generated, used, treated or stored 
on, or transported to or from, the Leased Property or any property adjoining or in the vicinity of the 
Leased Property. 

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

(iii) The City is in compliance with all applicable Environmental Laws 
and directives of governmental agencies thereunder with respect to the Leased Property and 
the requirements of any permits issued under such Laws with respect to the Leased Property. 

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

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

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

(0) Incorporation bv Reference. The representations and warranties of the City 
in the Lease are incorporated by reference into this Agreement. 

Section 4.2 Representations and Warranties of Authoritv. In order to induce the 
Bank to enter into this Agreement and to issue the Letter of Credit provided for in this Agreement, 
the Authority represents and as of the Closing Date, warrants and covenants with respect to itself, 
this Agreement and certain matters: 

Valid Existence. The Authority is a joint exercise of powers authority, duly 
organized and validly existing under its charter and the Constitution of the State and has the 
necessary power and authority to execute and deliver this Agreement and the Related 



Documents to which the Authority is a party and to perform its obligations hereunder and 
thereunder. 

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

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

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

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

(f) Lease Acrreement and Facilitv Leases. The Lease Agreement and 
Facility Leases are in full force and effect. The Authority has not been granted any waiver, 
indulgence or postponement of any of the Authority's obligations under the Lease Agreement or 
the Facility Leases. There exists no event of default or event, occurrence, condition or act that, 
with the giving of notice, the lapse of time or the happening of any further event or condition, 
would become a default under the Lease Agreement or the Facility Leases. 

(g) Accurate and Complete Disclosure. All factual information certified by the 
Authority in writing to the Bank (including without limitation all information contained in, or made 
pursuant to, this Agreement and the Related Documents to which the Authority is a party) is, 
and all other such factual information hereafter certified by the Authority in writing to the Bank 
will be, to the knowledge of the authorized person making such certification after reasonable 
inquiry, accurate and complete in all material respects on the date as of which such information 
is certified. The Official Statement, true copies of which have heretofore been delivered to the 
Bank, and,each official statement pertaining to the Certificates (including any amendments or 



supplements) prepared subsequent to the Effective Date (a true copy of which shall be 
furnished to the Bank prior to the distribution thereof) do not and will not contain any untrue 
statement of a material fact and do not and will not omit to state a material fact necessary to 
make the statements therein, in the light of the circumstances under which made, not 
misleading, except no representation is made as to any information concerning the Trustee, 
DTC or the Bank. 

(h) Renulatorv Approvals. On the Closing Date, each authorization, consent, 
approval, license or formal exemption from or filing, declaration or registration with, any court 
governmental agency or regulatory authority (federal, state or local), required in connection with 
the Authority's execution and delivery of, and performance under, this Agreement and each of 
the Related Documents to which the Authority is a party has been obtained or made and is in 
full force and effect; provided, however, that no representation is made as to State blue sky 
laws. 
Other Documents. Each of the Related Documents to which the Authority is a party is in full 
force and effect, and the Authority hereby makes to the Bank each of the representations and 
warranties made by the Authority therein as if set forth at length herein. None of the Related 
Documents has been amended or supplemented except by such amendments or supplements 
as have previously been delivered to the Bank. 

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

(j)  ax-~xemr>t Status. The Authority has not taken any action or omitted to 
take any action, and knows of no action taken or omitted to be taken by any other Person, which 
action, if taken or omitted, would adversely affect the exclusion of interest on the Bonds from gross 
income for Federal income tax purposes or the exemption of such interest from the State's personal 
income tax. 

(k) No Other Defaults. The Authority is not in default on any Debt to any person 
or entity in excess of $5,000,000. 

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

(m) Incorporation bv Reference. The representations and warranties of the 
Authority in the Indenture are incorporated by reference into this Agreement. 



ARTICLE FIVE 

COVENANTS 

Section 5.1. Affirmative Covenants. The Authority and the City covenant and agree 
with the Bank as follows: 

(a) ' Reimbursement. Subject to Section 2.5(a), the Authority and the City 
shall reimburse the Bank for any unreimbursed Drawings under the Letter of Credit as required by 
Section 2.2. 

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

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

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

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

(f) Amendments. Neither the City nor the Authority shall amend, modify, 
terminate or grant, or permit the amendment, modification, termination or grant of, any waiver 
under, or consent to, or permit or suffer to occur any action or omission which results in, or is, 
equivalent to, an amendment, termination, modification, or grant of a waiver under the Related 
Document without the prior written consent of the Bank; provided that such consent shall not be 
required if the Bank notifies the City in writing that the Bank, in its sole discretion, has determined 
that any such amendment, modification or waiver does not affect its rights, duties or obligations. 

(g) Official Statement. Neither the City nor the Authority shall refer to the Bank 
in any official statement (including the Official Statement) or make any changes in reference to the 
Bank in any official statement (including the Official Statement) without the Bank's prior written 
consent thereto, which the Bank shall not unreasonably withhold or delay based upon customary 



business practices at the time such consent is requested. 

(h) Voluntarv Prepavment. Without the prior written consent of the Bank, neither 
the City nor the Authority shall permit the prepayment pursuant to the Indenture Agreement of any 
Bonds (other than Bank Bonds) prior to prepaying the Bank Bonds in full. 

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

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

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

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

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

(D) Together with the annual financial statements of the City delivered 
pursuant to Section 5.02 (i)(A), a certificate in the form attached hereto as Exhibit E 
as to whether there existed as of the date of such financial statements and whether 
there exists as of the date of the certificate, any default under this Agreement and, if 
any such default exists, specifying the nature thereof and the action the City is 
taking and proposes to take with respect thereto. 

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

(F) Promptly, notice of any action, suit or proceeding known to it at law or 
in equity or by or before any governmental instrumentality, entity or other agency for 
any uninsured claim which, if adversely determined, could result in a judgment 
against the City of $1 0,000,000 or more, or would materially and adversely affect the 
City's ability to pay its obligations under this Agreement. 

(ii) Promptly, notice of (A) any material dispute which may exist between the City 
or the Authority on the one hand and the Remarketing Agent or the Trustee on the other hand or 
any dispute in connection with any transaction contemplated under this Agreement or any Related 
Document, and (B) any matter or event which may result in a material adverse change in the City's 
ability to pay its obligations under this Agreement. 



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

(k) lncor~oration of Certain Covenants. The covenants of the City set forth in 
the Lease Agreement are hereby incorporated by reference in this Agreement for the benefit of 
the Bank. 

(I) Liens, etc. The Authority shall not create or suffer to exist any lien upon 
or with respect to any of the Leased Property or the security for the Bonds, except for Permitted 
Encumbrances. 

(m) Insurance. The City shall maintain the insurance required by the Lease 
Agreement. 

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

(0) Transfer or Substitution of Leased Pro~ertv. During the term of this 
Agreement, the City may not transfer or substitute any of the Leased Property without the prior 
written consent of the Bank. 

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

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

(r) Amendments. Neither the City nor the Authority shall amend or supplement 
any of the Related Documents without the prior written consent of the Bank. 

(s) Environmental Covenants. (i) The City will comply with all 
Environmental Laws applicable to ownership or use of the Leased Property, and will cause all 
tenants and other persons occupying the Leased Property to comply with all such Environmental 
Laws, will immediately pay or cause to be paid all costs and expenses incurred in such compliance, 
and will keep or cause to be kept all the Leased Property free and clear of any Liens imposed 
pursuant to such Environmental Laws. 

(ii) The City will not generate, use, treat, store, Release, or dispose of, or 
permit the generation, use, treatment, storage, Release, or disposal of Hazardous Materials on 
the Leased Property, or transport or permit the transportation of Hazardous Materials to or from 
the Leased Property. 



(iii) On the written request of the Bank, at any time and from time to time, the 
City will provide, at the City's sole cost and expense, an environmental site assessment report 
concerning the Leased Property, prepared by an environmental consulting firm approved by the 
Bank, indicating the presence or absence of Hazardous Materials and the potential cost of any 
removal or remedial action in connection with any Hazardous Materials on the Leased Property. 
If City fails to provide the same within 15 days of such request the Bank may order the same, 

and the City shall grant and hereby grants to the Bank and its agents access to the Leased 
Property and specifically grants the Bank an irrevocable non-exclusive license, subject to the 
rights of subtenants, to undertake such an assessment; and the cost of such assessment shall 
be deemed to be an Additional Payment under the Lease Agreement, and shall be immediately 
due and payable on demand and with interest at the Default Rate. 

(iv) The City will immediately advise the Bank in writing of any of the 
following: 

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

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

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

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

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

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

The City will conduct any investigation, study, sampling, and testing, and undertake any 
cleanup, removal, remedial, or other action necessary to remove and clean up all Hazardous 
Materials from the Leased Property in accordance with the requirements of all applicable 



Environmental Laws, to the satisfaction of the Bank, and in accordance with orders and 
directives of all governmental authorities. 

(v) The City will not change or permit to be changed the present use of the 
Leased Property unless the City shall have notified the Bank thereof in writing and the Bank 
shall have determined, in its sole and absolute discretion, that such change will not result in the 
presence of Hazardous Materials on the Leased Property. 

(t) Swap Fees. The City agrees that all termination fees and expenses relating 
to any swap or interest rate management agreement shall be and remain subordinate to the . 
obligations of the City to the Bank under this Agreement. 

ARTICLE SIX 

DEFAULTS 

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

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

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

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

(d) Any judgments or arbitration awardsire entered against the City, or the City 
enters into any settlement agreements with respect to any litigation or arbitration, in an aggregate 
amount of Ten Million Dollars ($1 0,000,000) or more in excess of any insurance coverage, provided 
that the insurer has issued a letter of responsibility for payment up to the amount of insurance 
coverage. 

\ 

(e) Any default occurs under any agreement in connection with any credit the 
City has obtained from anyone else or which the City has guaranteed in the amount of Ten Million 
Dollars ($1 0,000,000) or more in the aggregate if the default consists of failing to make a payment 
when due or gives the other lender the right to accelerate the obligation. 

(f) Any default occurs under the Lease Agreement or any other Related 
Document, in each case after the passage of any notice and cure periods. 

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

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



(i) The general fund lease obligation credit ratings of the City shall fall below 
BBB- by Standard & Poor's Rating Service or BBB- by Fitch Ratings. If either S&P or Fitch shall rate 
the general fund lease obligation credit ratings of the City lower than the other rating agency, the 
default will be determined by reference to the lower rating. 

If an Event of Default shall have occurred and be continuing, the Bank may (i) give 
notice to the Trustee under the Indenture of the Bank's election to cause a mandatory tender of the 
Bonds because of the occurrence and continuance of an Event of Default under the 
Reimbursement Agreement, (ii) declare all unpaid amounts drawn under the Letter of Credit and the 
corresponding Bank Bonds, together with all interest accrued and unpaid thereon and all other 
amounts payable to the Bank hereunder to be immediately due and payable, without presentment, 
demand, protest or any notice of any kind or (iii) exercise any and all rights and remedies available 
to the Bank under this Agreement or the Indenture, at law or in equity; provided, that the Bank may 
not cause the acceleration of Lease Payments under the Lease.. In the event of the occurrence of 
an Event of Default described in Section 6.1 (c), all amounts drawn under the Letter of Credit and 
the corresponding Bank Bonds, together with all interest accrued thereon and all other amounts 
owed to the Bank hereunder shall be immediately due and payable, without notice to the City or the 
Authority and without presentment, demand, protest or further notice of any kind. 

ARTICLE SEVEN 

MISCELLANEOUS 

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

Section 7.2. Successors and Assians. This Agreement is binding on the successors 
and assignees of the City, the Authority and the Bank. The City and the Authority agree that neither 
of them may assign this Agreement without the Bank's prior consent. The Bank may sell 
participations in or assign this facility, and may exchange financial information about the City with 
actual or potential participants or assignees; provided that such actual or potential participants or 
assignees shall agree to treat all financial information exchanged as confidential; and further 
provided that under no circumstances with such assignment or grant of participations relieve the 
Bank of its obligations under the Letter of Credit. If participation is sold or the loan is assigned, the 
purchaser will have the right of set-off against the City. 

Section 7.3 Administration Costs. Following the Closing Date, the Authority and the 
City shall pay the Bank for all reasonable costs and expenses incurred by the Bank in connection 
with the administration and enforcement of this Agreement and the transactions contemplated by 
this Agreement, including without limitation, the reasonable legal fees and expenses of counsel to 
the Bank. 

Section 7.4 Attornevs' Fees. The Authority and the City (by payment of Lease 
Payments and Additional Amounts under the Lease Agreement) shall reimburse the Bank for any 
reasonable costs and attorneys' fees incurred by the Bank in connection with the enforcement or 



preservation of any rights or remedies under this Agreement and any other documents executed in 
connection with this Agreement, and in connection with any amendment, waiver, "workout" or 
restructuring under this Agreement. In the event of a lawsuit or arbitration proceeding,'the 

' prevailing party is entitled to recover costs and reasonable attorneys' fees incurred in connection 
with the lawsuit or arbitration proceeding, as determined by the court or arbitrator. [In the event that 
any case is commenced by or against the Authority or by the City under the Bankruptcy Code (Title 
11, United States Code) or any similar or successor statute, the Bank is entitled to recover costs 
and reasonable attorneys' fees incurred by the Bank related to the preservation, protection, or 
enforcement of any rights of the Bank in such a case. As used in this paragraph, "attorneys' fees" 
includes the allocated costs of the Bank's in-house counsel. 

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

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

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

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

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

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

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



day after deposit in the U.S. mail, postage prepaid, (b) overnight courier shall be deemed delivered 
on the next business day, and (c) telecopy shall be deemed delivered when transmitted. 

Section 7.8. Headings. Article and paragraph headings are for reference only and 
shall not affect the interpretation or meaning of any provisions of this Agreement. 

Section 7.9. Counterparts. This Agreement may be executed in as many 
counterparts as necessary or convenient, and by the different parties on separate counterparts 
each of which, when so executed, shall be deemed an original but all such counterparts shall 
constitute but one and the same agreement. 

Section 7.1 0. No Waiver: Remedies. No failure on the part of the Bank to exercise, 
and no delay in exercising, any right hereunder shall operate as a waiver thereof; nor shall any 
single or partial exercise of any right hereunder preclude any other further exercise thereof or the 
exercise of any other right. The remedies herein provided are cumulative and not exclusive of any 
remedies provided by law. 

Section 7.1 1. Severabilib. Any provision of this Agreement which is prohibited, 
unenforceable or not authorized in any jurisdiction shall, as to such jurisdiction, by ineffective to the 
extent of such prohibition, unenforceability or non-authorization without invalidating the remaining 
provisions hereof or affecting the validity, enforceability or legality of such provisions in any other 
jurisdiction. 

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

Section 7.13. Governinq Law. This Agreement shall be governed by, and construed 
in accordance with, the laws of the state3 New York insofar as they are enforceable against the 
Bank and the laws of the state of California insofar as they are enforceable against the City or the 
Authority. 



This Agreement is executed as of the date stated at the top of the first page. 

BANK OF AMERICA, N.A. 

Address where notices to 
the Bank are to be sent: 
CA5-704-13-11 . 
31 5 Montgomery St., 1 3th ~ l r .  
San Francisco, CA 941 04 
Facsimile: 41 5-622-5032 

CITY OF MODEST0 

Typed ~ a m 6  fi,dM 
-. . . - - f l  

YA-~+ 

Address where notices to 
the City are to be sent: 
101 0 Tenth Street, Suite 5200 
Modesto, CA 95354 
Attn: Director of Finance 
Facsimile: 209-571 -5880 

ATTEST: 

APPROVED AS TO FORM: 

MODEST0 PUBLIC FINANCING 
AUTHORITY 

Address where notices to the 
Authority are to be sent: 

Modesto Public Financing Authority 
c/o City of Modesto 
101 0 Tenth Street, Suite 5200 
Modesto, CA 95353 
Attn: Auditor and Treasurer 
Facsimile: 209-571 -5880 



EXECUTION COPY 

$65,170,000. 
MODEST0 PUBLIC FINANCING AUTHORITY 

LEASE REVENUE REFUNDING BONDS 
SERIES 2008 

BOND PURCHASE CONTRACT 

August 27,2008 

Modesto Public Financing Authority 
1010 10th Street, Suite 5200 
Modesto, California 95353 

Ladies and Gentlemen: 

Banc of America Securities LLC (the "Underwriter") offers to enter into this Bond 
Purchase Contract (the "Purchase Contract") with the Modesto Public Financing Authority (the 
"Authority"), to be approved by the City of Modesto (the "City"), for the purchase by the 
Underwriter of the Modesto Public Financing Authority Lease Revenue ~ e f u n d i d ~  Bonds Series 
2008 (the "Bonds") that will be issued pursuant to the Indenture, dated as of August 1,2008 (the 
"Indenture"), between the Authority and The Bank of New York Mellon ~ r u s t ' ~ o m ~ a n ~ ,  N.A., 
as trustee (the "Trustee"). 

This offer is made subject to the Authority's acceptance and the City's approval by 
execution of this Purchase Contract and delivery of the same to the Underwriter on or before 
11 :59 p.m. on the date hereof, and, if not so accepted and approved, will be subject to withdrawal 
by the Underwriter upon notice delivered to the Authority and the City at any time prior to such 
acceptance. Upon the Authority's acceptance and the City's approval hereof, the Purchase 
Contract will be binding upon the Authority, the City.and the Underwriter. Capitalized terms 
used in this Purchase Contract and not otherwise defined herein shall have the respective 
meanings set forth for such terms in the Indenture. 

Section 1. Purchase, Sale and Delivery. Upon the terms and conditions and upon 
the basis of the representations set forth in this Purchase Contract, the Underwriter agrees to 
purchase, and the Authority agrees to cause the sale and delivery to the Underwriter of, all (but 
not less than all) of the Bonds at an aggregate purchase price of $64,971,132.06 (representing the 
principal amount of the Bonds, less Underwriter's discount of $198,867.94). 

In connection with the issuance of the Bonds, the Authority will enter into a Remarketing 
and Interest Services Agreement, dated as of August 1, 2008 (the "Remarketing Agreement") 
with Banc of America Securities LLC, as the remarketing agent with respect to the Bonds (the 
"Remarketing Agent") for the purposes of remarketing the Bonds subject to optional or 
mandatory tender for purchase. The principal and Purchase Price of and interest on the Bonds 
will be paid from the proceeds of draws on an irrevocable direct-pay letter of credit (the "Credit 
Facility") to be issued by Bank of America, N.A. (the "Bank"), simultaneously with the delivery 
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of the Bonds, pursuant to a Reimbursement Agreement dated August 1 ,  2008 (the 
"Reimbursement Agreement") among the Bank, the City and the Authority. 

Section 2. Terms; Authorizing Instruments; Purpose. 

(a) The Bonds will be dated their date of delivery and mature on September 1, 2033. 
The Bonds will initially be issued in the Weekly Mode and initially bear interest for the first 
interest rate period as shown in Exhibit A attached hereto and thereafter at the rate calculhted in 
accordance with the Indenture. The Bonds will be special limited obligations of the Authority, 
payable solely from and secured solely by the Revenues. The Revenues will consist primarily of 
Base Rental Payments to be made by the City to the Authority for the sublease of the Leased 
Property pursuant to the Lease Agreement, dated as of August 1, 2008, by and between the 
Authority and the City (the "Lease Agreement"). The Authority will assign substantially all of 
its rights under the Lease Agreement, including its right to receive Base Rental Payments, to the 
Trustee under and pursuant to the Indenture. The Leased Property consists of certain real 
property, facilities and improvements leased by the Authority from the City, the Redevelopment 
Agency of the City of Modesto (the "Redevelopment Agency") and the City-County Capital 
Improvements and Financing Agency (the "Financing Agency") pursuant to separate facilities 
leases, each dated as of August 1, 2008 (the "City PHB Facilities Lease" and the "City CDC 
Facilities Lease" (collectively, the "City Facilities Leases"), the "RA Facilities Lease" and the 
"FA Facilities Lease," respectively, and, collectively, the "Facilities Leases"). 

(b) The proceeds of the sale of the Bonds will be used to (1) refund all of the 
outstanding Modesto Public Financing Authority Lease Revenue Bonds Series 1998 (the " 1998 
Bonds") and Modesto Public Financing Authority Lease Revenue Refunding and Capital 
Improvement Bonds Series 2007 (the "2007 Bonds" and, together with the 1998 Bonds, the 
"Refunded Bonds") previously issued by the Authority, (2) fund the Reserve Fund for the Bonds 
and (3) pay certain expenses related to the issuance of the Bonds. The refunding will occur 
pursuant to the terms of two separate Escrow Agreements related to the 1998 Bonds and 
2007 Bonds, respectively, each dated as of August 1, 2008, (each, an "Escrow Agreement" and, 
collectively the "Escrow Agreements") by and between the Authority and U.S. Bank National 
Association (the "Escrow Agent"). 

Section 3. Official Statement; Continuing Disclosure. 

(a) The Authority has delivered to the Underwriter the preliminary official statement, 
dated August 2 1, 2008 (the "Preliminary Official Statement") and will deliver the final official 
statement, dated August 26, 2008 (as amended and supplemented from time to time pursuant to 
Section 5(i) or Section 6(i) of this Purchase Contract, the "Official Statement") to the 
Underwriter pursuant to Section 4 herein. 

(b) The Authority hereby authorizes the use of the Official Statement and the 
information contained therein by the Underwriter in connection with the public offering and the 
sale of the Bonds prior to the date hereof. The Authority consents to the use by the Underwriter 
prior to the date hereof of the Preliminary Official Statement in connection with the public 
offering of the Bonds. 
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Section 4. Agreement to Notify Underwriter Regarding Official Statement. The 
Authority has supplied or caused to be supplied to the Underwriter the Official Statement in 
sufficient quantity as requested by the Underwriter to comply with the rules of the Municipal 
Securities Rulemaking Board (the "MSRB"). The Underwriter hereby agrees that it will not 
send any confirmation requesting payment for the purchase of any Bonds unless the confirmation 
is accompanied by or preceded by the delivery of a copy of the Official Statement. The 
Underwriter agrees to: (i) provide the Authority with final pricing information on the Bonds on a 
timely basis prior to the Closing Date (as defined in Section 7 hereof), (ii) promptly file a copy 
of the Official Statement, including any supplements prepared by the Authority or the-City, with 
a nationally recognized municipal securities information repository, and (iii) take any and all 
other actions necessary to comply with applicable MSRB rules governing the offering, sale and 
delivery of the Bonds to ultimate purchasers. 

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

(a) The City is, and will be on the Closing Date, a charter city and municipal 
corporation, organized and existing pursuant to the Constitution and laws of the State of 
California (the "State"), with the full power and authority to execute and deliver the Official 
Statement and to enter into the City Facilities Leases, the Lease Agreement, the Reimbursement 
Agreement and this Purchase Contract (collectively, the "City Agreements"). , 

(b) The city council of the City (the "City Council") has duly and validly adopted 
Resolution No. 2008-453 (the "City Resolution") at a meeting duly called, noticed and 
conducted, at which a quorum was present and acting throughout, on August 6, 2008, authorizing 
and approving all action necessary to be taken by it for the execution, delivery and due 
performance of the City Agreements and the taking of any and all such action as may be required 
on the part of the City to carry out, give effect to and consummate the transactions contemplated 
by the City Resolution and, as of the date hereof, the City Resolution is in full force and effect 
and has not been amended, modified or rescinded. 

(c) The execution and delivery of the City Agreements and the Official Statement and 
compliance with the provisions on the City's part contained herein and therein, will not in any 
material respect conflict with or constitute a breach of or default under any law, administrative 
regulation, judgment, decree, loan agreement, indenture, bond, note, resolution, agreement or 
other instrument to which the City is a party or is otherwise subject, nor will any such execution, 
delivery, adoption or compliance result in the creation or imposition of any lien, charge or other 
security interest or encumbrance of any nature whatsoever upon any of the properties or assets of 
the City under the terms of any such law, administrative regulation, judgment, decree, loan 
agreement, indenture, bond, note, resolution, agreement or other instrument, except as provided 
in the City Agreements. , 

(d) The City is not in any material respect in breach of or default under any 
applicable law or administrative regulation of the State or the United States of America or any 
applicable judgment or decree or any loan agreement, indenture, bond, note, resolution, 
agreement or other instrument to which the City is a party or is otherwise subject, and no event 
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has occurred and is continuing which, with the passage of time or the giving of notice or both, 
would constitute a default or an event of default under any such instrument. 

(e) Except as disclosed in the Official Statement, there is no action, suit, proceeding, 
inquiry or investigation, at law or in equity, before or by any court, governmental agency, public 
board or body pending or, to the best knowledge of the City, threatened against the City in any 
material respect affecting the existence of the City or the titles of its officers to their respective 
offices or seeking to prohibit, restrain or enjoin the sale, execution or delivery of the Bonds or 
the pledge of the Base Rental Payments under the Lease Agreement or in any way contesting or 
affecting the validity or enforceability of the City Agreements or contesting the powers of the 
City or its authority to enter into, adopt or perform its obligations under any of the foregoing, or 
which would have a material adverse effect on the City's ability to perform its obligations under 
the City Agreements or contesting in any way the completeness or accuracy of the Official 
Statement, or any amendment or supplement thereto. 

(f) The City will furnish such information, execute such instruments and take such 
other action in cooperation with the Underwriter as the Underwriter may reasonably request in 
order (i) to qualify the Bonds for offer and sale under the Blue Sky or other securities laws and 
regulations of such states and other jurisdictions of the United States as the Underwriter may 
designate and (ii) to determine the eligibility of the Bonds for investment under the laws of such 
states and other jurisdictions, and will use its best efforts to continue such qualification in effect 
so long as required for distribution of the Bonds; provided, however, that in no event shall the 
City be required to take any action which would subject it to general or unlimited service of 
process in any jurisdiction in which it is not now so subject. 

(g) As of the date hereof, and, except for statements regarding the Bank and the 
Credit Facility and DTC and excluding the information contained in the Official Statement under 
the captions "INTRODUCTION- The Authority" and "ABSENCE OF LITIGATION" (solely as 
it relates to the Authority), as to which the City does not make any representation or warranty, 
the Official Statement does not contain any untrue statement of a material fact or omit to state a 
material fact necessary in order to make the statements made therein, in the light of the 
circumstances under which they were made, not misleading. 

(h) As of the date thereof and at all times subsequent thereto to and including the 
Closing Date, and, except for statements regarding the Bank, Credit Facility and DTC .and 
excluding the information contained in the Official Statement under the captions 
"INTRODUCTION- The Authority" and "ABSENCE OF LITIGATION" (solely as it relates to 
the Authority), as to which the City does not make any representation or warranty, the Official 
Statement did not and will not contain any untrue statement of a material fact or omit to state a 
material fact necessary in order to make the statements made therein, in the light of the 
circumstances under which they were made, not misleading. 

(i) If between the date hereof and the Closing Date, and, except for statements 
regarding the Bank, Credit Facility and DTC and excluding the information contained in the 
Official Statement under the captions "INTRODUCTION- The Authority" and "ABSENCE OF 
LITIGATION" (solely as it relates to the Authority), as to which the City does not make any 
representation or warranty, an event occurs which would cause the information contained in the 
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Official Statement,. as then supplemented or amended, to contain any untrue statement of a 
material fact or omit to state a material fact necessary in order to make the statements made 
therein, in the light of the circumstances under which they were made, not misleading, the City 
will notify the Underwriter, and, if in the opinion of the City, the Underwriter or their respective 
counsel, such event requires the preparation and publication of a supplement or amendment to 
the Official Statement, the City will forthwith prepare and furnish to the underwriter (at the 
expense of the City) a reasonable number of copies of an amendment of or supplement to the 
Official Statement (in form and substance satisfactory to the Underwriter) which will amend or 
supplement the Official Statement so that it will not contain any untrue statement of a material 
fact or omit to state a material fact necessary in order to make the statements made therein, in the 
light of the circumstances under which they were made, not misleading. For the purposes of this 
subsection, between the date hereof and the Closing Date, the City will furnish such information 
with respect to itself as the Underwriter may from time to time reasonably request. 

(j) If the information contained in the Official Statement is amended or 
supplemented pursuant to subparagraph (i) hereof, at the time of each supplement or amendment , 

thereto and (unless subsequently again supplemented or amended pursuant to such subparagraph) 
at all times subsequent thereto up to and including the Closing Date, the portions of the Official 
Statement so supplemented or amended (including any financial and statistical data contained 
therein) and, except for statements regarding the Bank and the Credit Facility and excluding the, 
information contained in the Official Statement under the captions "INTRODUCTION- The 
Authority" and ''ABSENCE OF LITIGATION" (solely as it relates to the Authority), as to which 
the City does not make any representation or warranty, will not contain any untrue statement of a 
material fact or omit to state a material fact necessary in order to make the statements made 
therein, in the light of the circumstances under which they were made, not misleading. 

(k) The financial statements of, and other financial information regarding, the City 
contained in the Official Statement fairly present the financial position and results of the 
operations of the City as of the dates and for the periods therein set forth, and, to the best of the 
City's knowledge, (i) the audited financial statements have been prepared in accordance with 
generally accepted accounting principles consistently applied and (ii) the other financial 
information has been determined on a basis substantially consistent with that of the City's 
audited financial statements included in the Official Statement and except as disclosed in the 
Official Statement or otherwise disclosed in writing to the Underwriter, there has not been any 
materially adverse change in the financial condition of the City since June 30, 2007 and there has 
been no occurrence, circumstance or combination thereof which is reasonably expected to result 
in any such materially adverse change. 

(1) Except as disclosed in the Official Statement or otherwise disclosed in writing to 
the Underwriter, the City has not previously failed to comply in all material respects with any 
undertakings under Rule 15~2-12 of the Securities and Exchange Commission, as amended. 

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

(a) The Authority is a public body corporate and politic, organized and existing 
pursuant to the laws of the State of California, including Section 6500 et seq. of the California 
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Government Code, as amended, and the Joint Exercise of Powers Agreement, dated as of 
December 1, 1989 (the "JPA Agreement"), by and between the Authority and the Industrial 
Development Authority of the City of Modesto with the full power and authority to execute and 
deliver the Official Statement and to enter into the Indenture, the Lease Agreement, the Escrow 
Agreements, the Remarketing Agreement, the Facilities Leases, the Reimbursement Agreement 
and this Purchase Contract (collectively, the "Authority Agreements"). 

(b) The governing board of the Authority (the "Governing Board") has duly and 
validly adopted Resolution No. 02-2008 (the "Authority Resolution") at a meeting duly called, 
noticed and conducted, at which a quorum was present and acting throughout, on August 6 ,  
2008, authorizing and approving all action necessary to be taken by it for the execution, delivery 
and due performance of the Authority Agreements and the taking of any and all such action as 
may be required on the part of the Authority to carry out, give effect to and consummate the 
transactions contemplated by the Authority Resolution and, as of the date hereof, the Authority 
Resolution is in full force and effect and has not been amended, modified or rescinded. 

(c) The execution and delivery of the Authority Agreements and the Official 
Statement and compliance with the provisions on the Authority's part contained herein and 
therein, will not in any material respect conflict with or constitute a breach of or default under 
any law, administrative regulation, judgment, decree, loan agreement, indenture, bond, note, 
resolution, agreement or other instrument to which the Authority is a party or is otherwise 
subject, nor will any such execution, delivery, adoption or compliance result in the creation or 
imposition of any lien, charge or other security interest or encumbrance of any nature whatsoever 
upon any of the properties or assets of the Authority under the terms of any such law, 
administrative regulation, judgment, decree, loan agreement, indenture, bond, note, resolution, 
agreement or other instrument, except as provided in the Authority Agreements. 

(d) The Authority is not in any material respect in breach of or default under any 
applicable law or administrative regulation of the State or the United States of America or any 
applicable judgment or decree or any loan agreement, indenture, bond, note, resolution, 
agreement or other instrument to which the Authority is a party or is otherwise subject, and no 
event has occurred and is continuing which, with the passage of time or the giving of notice or 
both, would constitute a default or an event of default under any such instrument. 

(e) Except as disclosed in the Official Statement, there is no action, suit, proceeding, 
inquiry or investigation, at law or in equity, before or by any court, governmental agency, public 
board or body pending or, to the best knowledge of the Authority, threatened against the 
Authority in any material respect affecting the existence of the Authority or the titles of its 
officers to their respective offices or seeking to prohibit, restrain or enjoin the sale, execution or 
delivery of the Bonds or the collection of the Base Rental Payments under the Lease Agreement 
or in any way contesting or affecting the validity or enforceability of the Authority Agreements 
or contesting the powers of the Authority or its authority to enter into, adopt or perform its 
obligations under any of the foregoing, or which would have a material adverse effect on the 
Authority's ability to perform its obligations under the Authority Agreements or contesting in 
any way the completeness or accuracy of the Official Statement, or any amendment or . 

supplement thereto. 
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(f) The Authority will furnish such information, execute such instruments and take 
such other action in cooperation with the Underwriter as the Underwriter may reasonably request 
in order (i) to qualify the Bonds for offer and sale under the Blue Sky or other securities laws and 
regulations of such states and other jurisdictions of the United States as the Underwriter may 
designate and (ii) to determine the eligibility of the Bonds for investment under the laws of such 
states and other jurisdictions, and will use its best efforts to continue such qualification in effect 
so long as required for distribution of the Bonds; provided, however, that in no event shall the 
Authority be required to take any action which would subject it to general or unlimited service of 
process in any jurisdiction in which it is not now so subject. 

(g) As of the date hereof, the information contained in the Official Statement under 
the captions "INTRODUCTION- The Authority" and "ABSENCE OF LITIGATION" (solely as 
it relates to the Authority) does not contain any untrue statement of a material fact or omit to 
state a material fact necessary in order to make the statements made therein, in the light of the 
circumstances under which they were made, not misleading. 

(h) As of the date thereof and at all times subsequent thereto to and including the 
Closing Date, the information contained in the Official Statement under the captions 
"INTRODUCTION- The Authority" and "ABSENCE OF LITIGATION" (solely as it relates to 
the Authority) did not and will not contain any untrue statement of a material fact or omit to state 
a material fact necessary in order to make the statements made therein, in the light of the 
circumstances under which they were ma'de, not misleading. 

(i) If between the date hereof and the Closing Date, an event occurs which would 
cause the information contained in the Official Statement under the captions 
"INTRODUCTION- The Authority" and "ABSENCE OF LITIGATION (solely as it relates to 
the Authority), as then supplemented or amended, to contain any untrue statement of a material 
fact or omit to state a material fact necessary in order to make the statements made therein, in the 
light of the circumstances under which'they were made, not misleading, the ~ u t h o r i i ~  will notify 
the Underwriter, and, if in the opinion of the Authority, the Underwriter or their respective 
counsel, such event requires the preparation and publication of a supplement or amendment to 
the Official Statement, the Authority will forthwith prepare and furnish to the Underwriter (at the 
expense of the Authority) a reasonable number of copies of an amendment of or supplement to 
the Official Statement (in form and substance satisfactory to the Underwriter) which will amend 
or supplement the Official Statement so that it will not contain any untrue statement of a material 
fact or omit to state a material fact necessary in order to make the statements made therein, in the 
light of the circumstances under which they were made, not misleading. For the purposes of this 
subsection, between the date hereof and the Closing Date, the Authority will furnish such 
information with respect to itself as the Underwriter may from time to time reasonably request. 

(j) If the information contained in the Official Statement under the captions 
"INTRODUCTION- The Authority" and "ABSENCE OF LITIGATION" (solely as it relates to 
the Authority) is amended or supplemented pursuant to subparagraph (i) hereof, at the time of 
each supplement or amendment thereto and (unless subsequently again supplemented or 
amended pursuant to such subparagraph) at all times subsequent thereto up to and including the 
Closing Date, the portions of the Official Statement so supplemented or amended will not 
contain any untrue statement of a material fact or omit to state a material fact necessary in order 
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to make the statements made therein, in the light of the circumstances under which they were 
made, not misleading. 

Section 7. The Closing. 

(a) At 8:00 a.m., San Francisco time, on August 28, 2008, or on such earlier or later 
date as we mutually agree upon, (the "Closing Date") the Authority will deliver or cause to be 
delivered to the Underwriter, at a location or locations to be designated by the Underwriter in 
New York, New York, the Bonds (delivered through the Trustee via the F.A.S.T. delivery book- 
entry system of The Depository Trust Company, New York, New York ("DTC")), duly 
executed, and at the offices of Sidley Austin LLP ("Bond Counsel") in San Francisco, California, 
or such other place as we mutually agree upon, the other documents described herein. The 
Underwriter shall accept such delivery and pay the purchase price of the Bonds as set forth in 
Section 1 of this Purchase Contract in immediately available funds to the order of the Trustee. 

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

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

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

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

(c) (i) As of the Closing Date, the Resolutions, the City Agreements and the 
Authority Agreements shall be in full force and effect, and shall not have been amended, 
modified or supplemented, except as may have been agreed to by the Underwriter; and (ii) the 
City and the Authority shall perform or have performed all of their respective obligations 
required under or specified in the Resolutions, the City Agreements and the Authority 
Agreements to be performed at or prior to the Closing Date; 

(d) As of the Closing Date, all necessary official action of the City and the Authority 
relating to the City Agreements, the Authority Agreements, the Resolutions, and the Official 
Statement, shall have been taken and shall be in full force and effect and shall not have been 
amended, modified or supplemented in any material respect; 
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(e) Subsequent to the date of this Purchase Contract, up to and including the Closing 
Date, there shall not have occurred any change in or particularly affecting the City, as these 
matters are described in the Official Statement, which in the reasonable professional judgment of 
the Underwriter materially impairs the investment quality of the Bonds; 

(f) As of or prior to the Closing Date, the Underwriter shall have received each of the 
following documents: 

(1) Certified copies of the City Resolution, the Authority Resolution, 
Redevelopment Agency Resolution and the Financing Agency Resolution (collectively, 
the "Resolutions"). 

(2)  The City Agreements and Authority Agreements, each duly executed on 
behalf of the respective parties thereto. 

(3) The Reimbursement Agreement, executed on behalf of the Bank by its 
duly authorized officer. 

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

( 5 )  An approving opinion of Bond Counsel, dated the Closing Date, as to the 
validity of the Bonds and the exclusion of interest on the Bonds from federal gross 
income and State income taxation, addressed to the Authority substantially in the form 
attached as an appendix to the Official Statement, with a reliance letter to the Underwriter 
and the Bank. 

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

, (i) The Bonds are not subject to registration pursuant to the 
registration requirements of the Securities Act of 1933, are municipal securities 
within the meaning of the Skcurities Exchange Act of 1934, as amended, and the 
Indenture is exempt from qualification as an indenture pursuant to the Trust 
Indenture Act of 1939. 

(ii) The Purchase Contract has been duly authorized, executed and 
delivered by the Authority, and, assuming due authorization, execution and 
delivery by the other parties thereto, constitutes the legal, valid and binding 
agreement of the Authority enforceable in accordance with its terms, subject to 
laws relating to bankruptcy, insolvency or other laws affecting the enforcement of 
creditors' rights generally and the application of equitable principles if equitable 
remedies are sought and to the limitations on legal remedies against public 
agencies in the State of California; and 

(iii) The statements in the Official Statement under the captions "THE 
BONDS," "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS" 
and "TAX MATTERS" and in APPENDIX A - "SUMMARY OF CERTAIN 
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PROVISIONS OF THE LEGAL DOCUMENTS," and APPENDIX D - 
"PROPOSED FORM OF OPINION OF BOND COUNSEL" to the extent they 
purport to summarize certain provisions of the City Agreements, the Authority 
Agreements, the Bonds and the opinion of such counsel, present a fair and 
accurate summary of such provisions and opinion for purposes of use in the 
Official Statement. 

(7) The defeasance opinion(s) of Bond Counsel related,to the Refunded 
Bonds, dated the Closing Date and addressed to the Escrow Agent, the Authority, the 
Underwriter and the Bank, in form and substance acceptable to the Underwriter; 

(8) The opinion of the City Attorney, dated the Closing Date and addressed to 
the Underwriter and the Bank, to the effect that (i) the City is a charter city and municipal 
corporation organized and existing pursuant to the Constitution and laws of the State; (ii) 
the City Resolution was duly adopted at meetings of the City Council which was called 
and held pursuant to law and with all public notice required by law and at which a 
quorum was present and acting throughout and the City Resolution is in full force and 
effect and have not been modified, amended or rescinded as of the Closing Date; (iii) to 
the best knowledge of such counsel after reasonable investigation, there is no action, suit, 
proceeding or investigation at law or in equity before or by any court, public board or 
body, pending or threatened against or affecting the City, challenging the existence of the 
City or the titles of its officers to their respective offices or seeking to prohibit, restrain or 
enjoin the sale, execution or delivery of the Bonds or the pledge of the Base Rental 
Payments under the Lease Agreement or in any way contesting or affecting the validity or 
enforceability of the City Agreements or contesting the powers of the City or its authority 
to enter into, adopt or perform its obligations under any of the foregoing, or which would 
have a material adverse effect on the City's ability to perform its obligations under the . 
City Agreements or contesting in any way the completeness or accuracy of the Official 
Statement; (iv) the execution and delivery of the City Agreements and the Official 
Statement, the adoption of the City Resolution and compliance by the City with the 
provisions of the foregoing, under the circumstances contemplated thereby, do not and 
will not in any material respect conflict with or constitute, on the part of the City, a 
breach or default under any agreement or instrument to which the City is a party or by ' 

which it is bound or, to the best knowledge of such counsel, any existing law, regulation, 
court order or consent decree to which the City is subject; (v) the Official Statement and 
the City Agreements have been duly authorized, executed and delivered by the City and, 
assuming due authorization, execution and delivery by the other parties thereto, constitute 
legal, valid and binding agreements of the City enforceable in accordance with their 
respective terms, subject to laws relating to bankruptcy, insolvency or other laws 
affecting the enforcement of creditors' rights generally and the application of equitable 
principles if equitable remedies are sought and to the limitations on legal remedies 
against cities in the State of California; (vi) except as described in the Official Statement, 
no authorization, approval, consent or other order of the State or any other governmental 
authority or agency within the State having jurisdiction over the City is required for the 
valid authorization, execution, delivery and performance by the City .of the City 
Agreements or for the adoption of the City Resolution which has not been obtained; and 
(vii) to the best of such counsel's knowledge, the information contained in the Official 

OHS West.260475023.9 



Statement (except for any financial or statistical data or forecasts, estimates, projections, 
assumptions or expressions of opinion, and information relating to DTC, the book-entry 
system, the Bank, the Credit Facility as to which no opinion need be expressed), does not 
contain any untrue statement of a material fact or omit to state a material fact necessary in 
order to make the statements made therein, in the light of the circumstances under which 
they were made, not misleading; 

(9) The opinion of counsel to the Authority, dated the Closing Date and 
addressed to the Underwriter and the Bank, to the effect that (i) the Authority is a joint 
exercise of powers authority, duly organized and existing pursuant to the JPA Agreement 
and the laws of the State; (ii) the Authority Resolution was duly adopted at meetings of 
the Governing Board which was called and held pursuant to law and with all public 
notice required by law and at which a quorum was present and acting throughout and the 
Authority Resolution is in full force and effect and have not been modified, amended or 
rescinded as of the Closing Date; (iii) to the best knowledge of such counsel after 
reasonable investigation, there is no action, suit, proceeding or investigation at law or in 
equity before or by any court, public board or body, pending or threatened against or 
affecting the Authority, challenging the existence of the Authority or the titles of its 
officers to their respective offices or seeking to prohibit, restrain or enjoin the sale, 
execution or delivery of the Bonds or the collection of the Base Rental Payments under 
the Lease Agreement or in any way contesting or affecting the validity or enforceability 
of the Authority Agreements or contesting the powers of the Authority or its authority to 
enter into, adopt or perform its obligations under any of the foregoing, or which would 
have a material adverse effect on the Authority's ability to perform its obligations under 
the Authority Agreements or contesting in any way the completeness or accuracy of the 
Official statement; (iv) the execution and delivery of the Authority Agreements, the 
adoption of the Authority Resolution and complianie by the Authority with the 
provisions of the foregoing, under the circumstances contemplated thereby, do not and 
will not in any material respect conflict with or constitute, on the part of the Authority, a 
breach or default under the JPA Agreement or any other agreement or other instrument to 
which the Authority is a party or by which it is bound or, to the best knowledge of such 
counsel, any existing law, regulation, court order or consent decree to which the 
Authority is subject; (v) the Authority Agreements have been duly authorized, executed 
and delivered by the Authority and, assuming due authorization, execution and delivery 
by the other parties thereto, constitute legal, valid and binding agreements of the 
Authority enforceable in accordance with their respective terms, subject to laws relating 
to bankruptcy, insolvency or other laws affecting the enforcement of creditors' rights 
generally and the application of equitable principles if equitable remedies are sought and 
to the limitations on legal remedies against authorities in the State of California; (vi) 
except as described in the Official Statement, no authorization, approval, consent or other 
order of the State or any other governmental authority or agency within the State having 
jurisdiction over the Authority is required for the valid authorization, execution, delivery 
and performance by the Authority of the Authority Agreements or for the adoption of the 
Authority Resolution which has not been obtained; and (vii) to the best of such counsel's 
knowledge, the information regarding the Authority contained in the Official Statement 
(except for any financial or statistical data or forecasts, estimates, projections, ' 

assumptions or expressions of opinion, and information relating to DTC, the book-entry 
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system, the Bank and the Credit Facility as to which no opinion need be expressed) does 
not contain any untrue statement of a material fact or omit to state a material fact 
necessary in order to make the statements made therein, in the light of the circumstances 
under which they were made, not misleading; 

(10) The opinion of Counsel to the Redevelopment Agency, dated the Closing 
Date and addressed to the Underwriter and the Bank, to the effect that (i) the 
Redevelopment Agency is a public body, corporate and politic, duly organized and 
existing under the laws of the State; (ii) by all necessary official action of the 
Redevelopment Agency, the Redevelopment Agency duly authorized and approved the 
execution and delivery of the RA. Facilities -Lease and the performance by the 
Redevelopment Agency of the obligations on its parts contained therein; and as of the 
Closing Date, such authorizations and approvals (collectively, the "Redevelopment 
Agency Resolution") are in full force and effect and have not been amended, modified or 
rescinded; (iii) to the best knowledge of such counsel after reasonable investigation, there 
is no action, suit, proceeding or investigation at law or in equity before or by any court; 
public board or body, pending or threatened against or affecting the Redevelopment 
Agency, challenging, the existence of the Redevelopment Agency or the titles of its 
officers to their respective offices or in any way contesting or affecting the validity or 
enforceability of the RA Facilities Lease or contesting the powers of the Redevelopment 
Agency or its authority to perform its obligations under the RA Facilities Lease, or which 
would have a material adverse effect on the Redevelopment Agency's ability to perform 
its obligations under the RA Facilities Lease; (iv) compliance by the Redevelopment 
Agency with the provisions of the RA Facilities Lease, under the circumstances 
contemplated thereby, does not in any material respect conflict with or constitute, on the 
part of the Redevelopment Agency, a breach or default under any agreement or 
instrument to which the Redevelopment Agency is a party or by which it is bound or, to 
the best knowledge of such counsel, any existing law, regulation, court order or consent 
decree to which the Redevelopment Agency is subject; (v) the RA Facilities Lease 
constitutes legal, valid and binding agreements of the Redevelopment Agency 
enforceable in accordance with its terms, subject to laws relating to bankruptcy, 
insolvency or other laws affecting the enforcement of creditors' rights generally and the 
application of equitable principles if equitable remedies are sought and to the limitations 
on legal remedies against cities in the State of California; and (vi) no authorization, 
approval, consent or other order of the State or any other governmental authority or 
agency within the State having jurisdiction over the Redevelopment Agency is required 
for the valid performarice by the Redevelopment Agency of the RA Facilities Lease; 

(1 1) The opinion of counsel to the Financing Agency, dated the Closing Date 
and addressed to the Underwriter and the Bank, to the effect that (i) the Financing 
Agency is a joint exercise of powers authority, duly organized and existing under laws of 
the State; (ii) by all necessary official action of the Financing Agency, the Financing 
Agency duly authorized and approved the execution and delivery of the FA Facilities 
Lease and the performance by the Financing Agency of the obligations on its parts 
contained therein; and as of the Closing Date, such authorizations and approvals 
(collectively, the "Financing Agency Resolution") are in full force and effect and have 
not been amended, modified or rescinded; (iii) to the best knowledge of such counsel 
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after reasonable investigation, there is no action, suit, proceeding or investigation at law 
or in equity before or by any court, public board or body, pending or threatened against or 
affecting the Financing Agency, challenging the existence of the Financing Agency or the 
titles of its officers to their respective offices or in any way contesting or affecting the 
validity or enforceability of the FA Facilities Lease or contesting the powers of the 
Financing Agency or its authority to perform its obligations under any of the foregoing, 
or which would have a material adverse effect on the 'Financing Agency's ability to 
perform its obligations under the FA Facilities Lease; (iv) compliance by the Financing 
Agency with the provisions of the FA Facilities Lease, under the circumstances 
contemplated thereby, does not in any material respect conflict with or constitute, on the 
part of the Financing Agency, a breach or default under any agreement or other 
instrument to which the Financing Agency is a party or by which it is bound or, to the 
best knowledge of such counsel, any existing law, regulation, court order or consent 
decree to which the Financing Agency is subject; (v) the FA Facilities Lease constitutes 
legal, valid and binding agreements of the Financing Agency enforceable in accordance 
with its terms, subject to laws relating to bankruptcy, insolvency or other laws affecting 
the enforcement of creditors' rights generally and the application of equitable principles 
if equitable remedies are sought and to the limitations on legal remedies against 
authorities in the State of California; and (vi) no authorization, approval, consent or other 
order of the State or any other governmental authority or agency within the State having 
hrisdiction over the Financing Agency is required for the valid performance by the 
Financing Agency of the FA Facilities Lease; 

(12) A certificate, dated the Closing Date, signed by a duly authorized 
representative of the City satisfactory to the Underwriter, in form and substance 
satisfactory to the Underwriter, to the effect that: 

(i) the representations and warranties of the City contained in Section 
5 of this Purchase Contract are accurate in all material aspects, as and if made on 
the Closing Date; 

(ii) the City Agreements have been duly executed and delivered and 
each constitutes a valid and legally binding obligation of the City enforceable in 
accordance with its terms, subject to laws relating to bankruptcy, insolvency or 
other laws affecting the enforcement of creditors' rights generally and the 
application of equitable principles if equitable remedies are sought; 

(iii) the City Resolution is in full force and effect at the Closing Date 
and have not been amended, modified or supplemented, except as agreed to by the 
City and the Underwriter; 

(iv) the City has complied with all the agreements and satisfied all the 
conditions on its part to be performed or satisfied on or prior to the Closing Date; 

(v) subsequent to the date of the Official Statement and on or prior to 
the date of such certificate, there has been no material adverse change in the 
condition (financial or otherwise) of the City, whether or not arising in the 
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ordinary course of the operations of the City, as described in the Official 
Statement; and 

(vi) except for statements regarding the Bank, Credit Facility and DTC 
and excluding the information contained in the Official Statement under the 
captions "INTRODUCTION- The Authority" and "ABSENCE OF 
LITIGATION" (solely as it relates to the Authority), the Official Statement does 
not contain any untrue or misleading statement of a material fact and does not 
omit to state any material fact necessary to make the statements therein, in the 
light of the circumstances under which they are made, not misleading. 

(13) A certificate, dated the Closing Date, signed by a duly authorized 
representative of the Authority satisfactory to the Underwriter, in form and substance 
satisfactory to the Underwriter, to the effect that: 

(i) the representations and warranties of the Authority contained in 
Section 6 of this Purchase Contract are accurate in all material aspects, as and if 
made on the Closing Date; 

(ii) the Authority Agreements have been duly executed and delivered 
and each constitutes a valid and legally binding obligation of the Authority 
enforceable in accordance with its terms, subject to laws relating to bankruptcy, 
insolvency or other laws affecting the enforcement of creditors7 rights generally 
and the application of equitable principles if equitable remedies are sought; 

(iii) the Authority Resolution is in full force and effect at the Closing 
Date and have not been amended, modified or supplemented, except as agreed to 
by the Authority and the Underwriter; 

(iv) the Authority has complied with all the agreements and satisfied all 
the conditions on its part to be performed or satisfied on or prior to the Closing 
Date; and 

(v) the information contained in the Official Statement under the 
captions "INTRODUCTION- The Authority" and "ABSENCE OF 
LITIGATION" (solely as it relates to the Authority) does not contain any untrue 
or misleading statement of a material fact and does not omit to state any material 
fact necessary to make the statements therein, in the light of the circumstances 
under which they are made, not misleading; 

(14) A certificate, dated the Closing Date, signed by a duly authorized 
representative of the Redevelopment Agency satisfactory to the Underwriter, in form and 
substance satisfactory to the Underwriter, to the effect that: 

(i) the Redevelopment Agency is a public body, corporate and politic, 
duly organized and existing under the laws of the State; 
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(ii) by all necessary official action of the Redevelopment Agency, the 
Redevelopment Agency duly authorized and approved the execution and delivery 
of the RA Facilities Lease and the performance by the Redevelopment Agency of 
the obligations on its parts contained therein; 

(iii) compliance with the provisions on the Redevelopment Agency's 
part contained in the RA Facilities Lease do not in any material respect conflict 
with or constitute a breach of or default under any law, administrative regulation, 
judgment, decree, loan agreement, indenture, bond, note, resolution, agreement or 
other instrument to which the Redevelopment Agency is a party or is otherwise 
subject, nor does any compliance result in the creation or imposition of any lien, 
charge or other security interest or encumbrance of any nature whatsoever upon 
any of the properties or assets of the Redevelopment Agency under the terms of 
any such law, administrative regulation, judgment, decree, loan agreement, 
indenture, bond, note, resolution, agreement or other instrument, except as 
provided in the RA Facilities Lease; 

(iv) the Redevelopment Agency is not in any material respect in breach 
of or default under any applicable law or administrative regulation of the State or 
the United States of America or any applicable judgment or decree or any loan 
agreement, indenture, bond, note, resolution, agreement or other instrument to 
which the Redevelopment Agency is a party or is otherwise subject, and no event 
has occurred and is continuing which, with the passage of time or the giving of 
notice or both, would constitute a default or an event of default under any such 
instrument; 

(v) there is no action, suit, proceeding, inquiry or investigation, at law 
or in equity, before or by any court, governmental agency, public board or body 
pending or, to the best knowledge of the Redevelopment Agency, threatened 
against the Redevelopment Agency in material respect affecting the existence 
of the Redevelopment Agency or the titles of its officers to their respective offices 
or in any way contesting or affecting the validity or enforceability of the RA 
Facilities Lease or contesting the powers of the Redevelopment Agency or its 
Redevelopment Agency to perform its obligations under the RA Facilities Lease, 
or which would have a material adverse effect on the Redevelopment Agency's 
ability to perform its obligations under the RA Facilities Lease; 

(vi) the RA Facilities Lease constitutes a valid and legally binding 
obligation of the Redevelopment Agency enforceable in accordance with its 
terms, subject to laws relating to bankruptcy, insolvency or other laws affecting 
the enforcement of creditors' rights generally and the application of equitable 
principles if equitable remedies are sought; and 

(vii) the Redevelopment Agency Resolution is in full force and effect at 
the Closing Date and has not been amended, modified or supplemented; 
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(15) A certificate, dated the Closing Date, signed by a duly authorized 
representative of the Financing Agency satisfactory to the Underwriter, in form and 
substance satisfactory to the Underwriter, to the effect that: 

(i) the Financing Agency is a joint exercise of powers Financing 
Agency, duly organized and existing under laws of the State; 

(ii) by all necessary official action of the Financing Agency, the 
Financing Agency duly authorized and approved the execution and delivery of the 
FA Facilities Lease and the performance by the Financing Agency of the 
obligations on its parts contained therein; 

(iii) compliance with the provisions on the Financing Agency's part 
contained in the FA Facilities Lease, does not in any material respect conflict with 
or constitute a breach of or default under any law, administrative regulation, 
judgment, decree, loan agreement, indenture, bond, note, resolution, agreement or 
other instrument to which the Financing Agency is a party or is otherwise subject, 
nor does any compliance result in the creation or imposition of any lien, charge or 
other security interest or encumbrance of any nature whatsoever upon any of the 
properties or assets of the Financing Agency under the terms of any such law, 
administrative regulation, judgment, decree, loan agreement, indenture, bond, 
note, resolution, agreement or other instrument, except as provided in the FA 
Facilities Lease; 

(iv) the Financing Agency is not in any material respect in breach of or 
default under any applicable law or administrative regulation of the State or the 
United States of America or any applicable judgment or decree or any loan 
agreement, indenture, bond, note, resolution, agreement or other instrument to 
which the Financing Agency is a party or is otherwise subject, and no event has 
occurred and is continuing which, with the passage of time or the giving of notice 
or both, would constitute a default or an event of default under any such 
instrument; 

(v) there is no action, suit, proceeding, inquiry or investigation, at law 
or in equity, before or by any court, governmental agency, public board or body 
pending or, to the best knowledge of the Financing Agency, threatened against the 
Financing Agency in any material respect affecting the existence of the Financing 
Agency or the titles of its officers to their respective offices or in any way 
contesting or affecting the validity or enforceability of the FA Facilities Lease or 
contesting the powers of the Financing Agency or its Financing Agency to enter 
into, adopt or perform its obligations under the FA Facilities Lease, or which 
would have a material adverse effect on the Financing Agency's ability to 
perform its obligations under the FA Facilities Lease; 

(vi) , the FA Facilities Lease constitutes a valid and legally binding 
obligation of the Financing Agency enforceable in accordance with its terms, 
subject to laws relating to bankruptcy, insolvency or other laws affecting the 
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enforcement of creditors' rights generally and the application of equitable 
principles if equitable remedies are sought; and 

(vii) the Financing Agency Resolution is in full force and effect at the 
Closing Date and has not been amended, modified or supplemented; 

(16) A certificate of an authorized officer of the Bank, dated the Closing Date 
to the effect that the information relating to the Bank contained in the Official Statement, 
in so far as such statements constitute summaries of the matters referred to therein, 
accurately reflect and fairly present the information purported to be shown and, in so far 
as such statements describe the Bank, fairly and accurately describe the Bank and the 
Credit Facility; 

(17) A copy of the Credit Facility, which Credit Facility shall have been 
delivered to the Trustee; 

(18) An opinion of Counsel to the Bank, dated the Closing Date, addressed to 
the Authority, the Trustee, Bond Counsel and the Underwriter, in form and substance 
satisfactory to the Underwriter, as to the validity and enforceability of the 
Reimbursement Agreement; 

(19) The opinion, dated the Closing Date and addressed to the Underwriter and 
. the Authority, of Stradling Yocca Carlson & Rauth, a Professional Corporation, 

disclosure counsel ("Disclosure Counsel") to the effect that: 

(i) the Bonds are not subject to the registration requirements of the 
Securities Act of 1933, as amended, and the Indenture is exempt from 
qualification pursuant to the Trust Indenture Act of 1939, as amended. No 
opinion is expressed with respect to the Credit Facility; and 

(ii) based on Disclosure Counsel's participation in conferences with 
representatives of the Underwriter, Orrick, Herrington & Sutcliffe LLP, as 
Underwriter's counsel ("Underwriter's Counsel"), the City, the City Attorney, the 
Authority, counsel to the Authority, Public Financial Management, Inc., as 
financial advisor, the Bank, Bond Counsel and others, during which conferences 
the contents of the Official Statement and related matters were discussed, and in 
reliance thereon and on the records, documents, certificates and opinions 
described therein, Disclosure Counsel advises the Underwriter and the City that, 
during the course of its engagement as disclosure counsel on this matter, no 
information came to its attention that caused it to believe that the Official 
Statement as of its date and as of the date of such opinion (except for any 
financial or statistical data or forecasts, numbers, charts, estimates, projections, 
assumptions or expressions of opinion, Appendices A through F or any 
information about book-entry, the DTC, the Bank, or the Credit Facility included 
therein, as to which no opinion or view need be expressed) contained or contains 
any untrue statement of a material fact or omitted or omits to state a material fact 
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necessary in order to make the statements made therein, in the light of the 
circumstances under which they were made, not misleading. 

(20) The opinion of counsel of the Trustee, dated the Closing Date, addressed 
to the Authority and the Underwriter to the effect that: 

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

(ii) The performance by the Trustee of the duties required under the 
Indenture has been duly authorized by all necessary corporate action on the part 
of the Trustee, and under present law do not contravene any law or government 
regulation or order presently ,binding on the Trustee or contravene any law or 
governmental regulation or order presently binding on the Trustee or the articles 
of association/articles of incorporation/charter, as applicable, or the bylaws of the 
Trustee or contravene any provision of or constitute a default under any indenture, 
trust agreement, contract or other instrument to which the Trustee is a party or by 
which the Trustee is bound. 

(iii) The performance by the Trustee of the duties required under the 
Indenture does not require the consent or approval of, the giving of notice to, the 
registration with, or the taking of any other action in respect of, any federal, state 
or other governmental agency or authority. 

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

(v) The Trustee has duly authorized the execution and delivery of the 
Indenture. 

(vi) All approvals, consents and orders of any governmental authority 
or agency having jurisdiction in the matter which would constitute a condition 
precedent to the performance by the Trustee of its duties and obligations under the 
Indenture have been obtained and are in full force and effect. 

(21) A certificate or certificates, dated the Closing Date, in form and substance 
acceptable to the Underwriter, of an authorized officer of the Trustee to the effect that: 

(i) The Trustee is a national banking association duly organized and 
validly existing under the laws of the United States of America. 

OHS West.260475023.9 



(ii) The Trustee has full corporate trust powers and authority to serve 
as Trustee under the Indenture and to perform its obligations and duties under the 
Indenture and the Indenture has been executed by a duly authorized officer of the. 
Trustee. 

(iii) The Bonds have been duly authenticated by the Trustee. 

' (iv) The Trustee's action in serving as Trustee under the Indenture is in 
full compliance with, and does not conflict with, any applicable law or 
governmental regulation currently in effect, and does not conflict with or violate 
any contract to which the Trustee is a party or any administrative or judicial 
decision by which the Trustee is bound. 

(22) The opinion of counsel of the Escrow Agent, dated the Closing Date, 
addressed to the Authority, the Bank and the Underwriter to the effect that: 

(i) The Escrow Agent is a national banking association duly 
organized, validly existing and in good standing under the laws of the United 
States of America, having full powers and authority and being qualified to enter 
into the applicable Escrow Agreement. 

(ii) The performance by the Escrow Agent of the duties required under 
the applicable Escrow Agreement has been duly authorized by all necessary 
corporate action on the part of the Escrow Agent, and under present law do not 
contravene any law or government regulation or order presently binding on the 
Escrow Agent or contravene any law or governmental regulation or order 
presently binding on the Escrow Agent or the articles of association/articles of 
incorporatiodcharter, as applicable, or the bylaws of the Escrow Agent 
contravene any provision of or constitute a default under any indenture, trust 
agreement, contract or other instrument to which the Escrow Agent is a party or 
by which the Escrow Agent is bound. 

(iii) The performance by the Escrow Agent of the duties required under 
the applicable Escrow Agreement does not require the consent or approval of, the 
giving of notice to, the registration with, or the taking of any other action in 
respect of, any federal, state or other governmental agency or authority. 

(iv) The applicable Escrow Agreement has been duly authorized; 
executed and delivered by the Escrow Agent, and, assuming due authorization, 
execution and delivery by the other parties thereto, the applicable Escrow 
Agreement constitutes legal, valid and binding agreements of the Escrow Agent , 
enforceable in accordance with their respective terms, subject to laws relating in 
bankruptcy, insolvency or other laws affecting the enforcement of creditors' 
rights generally and the application of equitable principles if equitable remedies 
are sought. 

(v) The Escrow Agent has duly authorized the execution and delivery 
of the applicable Escrow Agreement. 
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(vi) ' All approvals, consents and orders of any governmental authority 
or agency having jurisdiction in the matter which would constitute a condition 
precedent to the performance by the Escrow Agent of its duties and obligations 
under the applicable Escrow Agreement have been obtained and are in full force 
and effect. 

(23) A certificate or certificates, dated the Closing Date, in form and substance 
acceptable to the Underwriter, of an authorized officer of the Escrow Agent to the effect 
that: 

(i) The Escrow Agent is a national' banking association duly organized 
and validly existing under the laws of the United States of America. 

(ii) The Escrow Agent has full corporate trust powers and authority to 
perform its obligations and duties under the applicable Escrow Agreement and the 
applicable Escrow Agreement has been executed by a duly authorized officer of 
the Escrow Agent. 

(iii) The Escrow Agent's action in serving as the escrow agent or 
trustee under the applicable Escrow Agreement is in full compliance with, and 
does not conflict with, any applicable law or governmental regulation currently in 
effect, and does not conflict with or violate any contract to which the Escrow 
Agent is a party. or any administrative or judicial decision by which the Escrow 
Agent is bound. 

(24) An arbitrage certificate relating to the Bonds duly signed on behalf of the 
Authority and the City; 

(25) Evidence of required filings with the California Debt and Investment 
Advisory Commission; 

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

(27) Evidence that ratings on the Bonds of ''AA/FIV by Fitch Ratings ("Fitch") 
and "AA+/A-I+" Standard & Poor's Ratings Services ("S&PV) and underlying ratings on 
the Bonds of "A+" by Fitch and "A" by S&P are in full force and effect on the Closing 
Date; 

(28) Verification report(s) of Grant Thornton LLP related to the Refunded, 
Bonds, dated the Closing Date, addressed to the Escrow Agent, the Authority, the Bank 
and the Underwriter, in form and substance acceptable to the Underwriter, the Authority 
and Bond Counsel; 

(29) A certificate of the Remarketing Agent that, to the best knowledge of the 
Remarketing Agent, the information included in the Official Statement under the caption 
"REMARKETINGyy is true and correct in all material respects; and 
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(30) Such additional legal opinions, certificates, proceedings, instruments and 
other documents as the Underwriter or Bond Counsel may reasonably request to evidence 
compliance by the City and the Authority with legal requirements, the truth and accuracy, 
as of the Closing Date, of the representations of the City and the Authority herein 
contained and of the Official Statement and the due performance or satisfaction by the 
City at or prior to such time of all agreements then to be performed and all conditions 
then to be satisfied by the City. 

All of the opinions, letters, certificates, instruments and other documents mentioned in 
this Purchase Contract shall be deemed to be in compliance with the provisions of this Purchase 
Contract if, but only if, they are in form and substance satisfactory to the Underwriter. If the 
City or the Authority is unable to satisfy the conditions to the obligations of the Underwriter to 
purchase, to accept delivery of and to pay for the Bonds contained in this Purchase Contract or if 
the obligations of the Underwriter to purchase, to accept delivery of and to pay for the Bonds 
shall be terminated for any reason permitted by this Purchase Contract, this Purchase Contract 
shall terminate and neither the Underwriter, the City nor the Authority shall be under further 
obligations hereunder, except that the respective obligations of the Authority, the City and the 
Underwriter set forth in Section 12 of this Purchase Contract shall continue in full force and 
effect. 

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

Section 10. Termination Events. The Underwriter shall have the right to terminate 
the Underwriter's obligations under this Purchase Contract to purchase, to accept delivery of and 
to pay for the Bonds by notifying the City of its election to do so if, after the execution hereof 
and prior to the Closing: (1) the marketability of the Bonds or the market price thereof, in the 
reasonable opinion of the Underwriter, has been materially and adversely affected by any 
decision issued by a court of the United States (including the United States Tax Court) or of the 
State of California, by any ruling or regulation (final, temporary or proposed) issued by or on 
behalf of the Department of the Treasury of the United States, the Internal Revenue Service, or 
other governmental agency of the United States, or any governmental agency of the State of 
California, or by a tentative decision or announcement by any member of the House Ways and 
Means Committee, the Senate Finance Committee, or the Conference Committee with respect to 
contemplated legislation or by legislation enacted by, pending in, or favorably reported to either 
the House of Representatives or either House of the Legislature of the State of California, or 
formally proposed to the Congress of the United States by the President of the United States or to 
the Legislature of the State of California by the Governor of the State of California in an 
executive communication, affecting the tax status of the City or the Authority, its property or 
income, its obligations (including the Bonds) or the interest thereon or any tax.exemption 
granted or authorized by the Internal Revenue Code of 1986, as amended; (2) the United States 
shall have become engaged in new hostilities which have resulted in a declaration of war or a 
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national emergency, or there shall have occurred any other outbreak or escalation or re-escalation 
of hostilities, or a local, national or international calamity or crisis, financial or otherwise, the 
effect of such outbreak, calamity or crisis being such as, in the reasonable opinion of the 
Underwriter, would affect materially and adversely the ability of the Underwriter to market the , 
Bonds; (3) there shall have occurred a general suspension of trading on the New York Stock 
Exchange or the declaration of a general banking moratorium by the United States, New York 
State or California State authorities; (4) a stop order, ruling, regulation or official statement by, 
or on behalf of, the Securities and Exchange Commission shall be issued or made to the effect 
that the issuance of the Bonds is or would be in violation of any provision of the Securities Act 
of 1933, as then in effect, or of the Securities Exchange Act of 1934, as then in effect, or of the 
Trust Indenture Act of 1939, as then in effect; (5) legislation shall be enacted by the House of 
Representatives or the Senate of the Congress of the United States of America, or a decision by a 
court of the United States of America shall be rendered, or a ruling or regulation by or on behalf 
of the Securities and Exchange Commission or other governmental agency having jurisdiction of 
the subject matter shall be made or proposed to the effect that the Bonds are not exempt from 
registration, qualification or other similar requirements of the Securities Act of 1933, as then in 
effect, or of the Trust Indenture Act of 1939, as then in effect; (6) in the reasonable judgment of 
the Underwriter, the market price of the Bonds, or the market price generally of obligations of 
the general character of the Bonds, might be materially and adversely affected because additional 
material restrictions not in force as of the date hereof shall have been imposed upon trading in 
securities generally by any governmental authority or by any national securities exchange; (7) 
the Comptroller of the Currency, The New York Stock Exchange, or other national securities 
exchange, or any governmental authority, shall impose, as to the Bonds or obligations of the 
general character of the Bonds, any material restrictions not now in force, or increase materially 
those now in force, with respect to the extension of credit by, or the charge to the net capital 
requirements of, or financial responsibility requirements of the Underwriter; (8) a general 
banking moratorium shall have been established by federal, New York or State authorities; (9) 
any legislation, ordinance, rule or regulation shall be introduced in or be enacted by any 
governmental body, department or agency in the State or a decision of a court of competent 
jurisdiction within the State shall be rendered, which, in the reasonable opinion of the 
Undervjriter, after consultation with the City, materially adversely affects the market price of the 
Bonds; (10) any federal or California court, authority or regulatory body shall take action 
materially and adversely affecting the collection or pledge of the Base Rental Payments under 
the Lease Agreement; (1 1) any event occurring, or information becoming known which, in the 
reasonable opinion of the Underwriter, makes untrue in any material respect any statement or 
information contained in the Official Statement, or has the effect that the Official Statement 
contains any untrue statement of a material fact or omits to state a material fact necessary in 
order to make the statements made therein, in the light of the circumstances under which they 
were made, not misleading; or (12) the withdrawal or downgrading of the rating of the Bonds to 
less than those referenced in Section 8(f)(28). 

Section 11. Payment of Expenses. 

(a) The Underwriter shall be under no obligation to pay, and the City shall pay the 
following expenses incident to the performance of the City's obligations hereunder: 

(i) the fees and disbursements of Bond Counsel and Disclosure Counsel; 
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(ii) the cost of printing and delivering the Bonds, the Preliminary Official 
Statement, the Official Statement (and any amendment or supplement prepared pursuant to 
Section 5 or 6 of this Purchase Contract); 

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

(iv) fees and expenses relating to the Credit Facility; and 

(v) any other expenses and costs of the Authority or the City incident to the 
performance of its obligations in connection with the authorization, issuance and sale of the 
Bonds, including, but not limited to, out of pocket expenses and regulatory expenses, and any 
other expenses agreed to by the parties. 

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

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

(ii) the fees and expenses of Underwriter's Counsel; 

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

Section 12. Notices. Any notice or other communication to be given to the Authority 
or the City under this Purchase Contract may be given by delivering the same in writing to the 
address set forth on the first page of this Purchase Contract, and any notice or other 
communication to be given to the Underwriter under this Purchase Contract may be given by 
delivering the same in writing to Banc of America Securities LLC, CA5-801-18-36, 600 
Montgomery Street, Suite 1800, San Francisco, California 94 1 1 1-27 19, Attention: Scott 
Nagelson, Principal. 

Section 13. Survival of Representations, Warranties, Agreements. All of the 
representations, warranties 'and agreements of the City and the Authority contained in this 
Purchase Contract shall remain operative and in full force and effect regardless o f  (a) any 
investigations made by or on behalf of the Underwriter or (b) delivery of and payment for the 
Bonds pursuant to this Purchase Contract. The agreements contained in this Section and in 
Section 12 shall survive any termination of this Purchase Contract. 

Section 14. Benefit; No Assignment. This Purchase Contract is made solely for the 
benefit of the City, the Authority and the Underwriter (including its successors and assigns), and 
no other person shall acquire or have any right hereunder or by virtue hereof. The rights and 
obligations created by this Purchase Contract are not subject to assignment by the Underwriter, 
the Authority or the City without the prior written consent of the other party hereto. 
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Section 15. Severability. In the event that any provision of this Purchase Contract is 
held invalid or unenforceable by any court of competent jurisdiction, such holding shall not 
invalidate or render unenforceable any other provision of this Purchase Contract. 

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

Section 17. Governing Law. The validity, interpretation and performance of this 
Purchase Contract shall be governed by the laws of the State of California. 

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

Very truly yours, 

BANC OF AMERICA SECURITIES LLC 

By: 
1 Vice President 

Accepted: 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
Auditor and Treasurer 

Approved: 

CITY OF MODEST0 

By: 
Director of FinanceITreasurer 



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

Very truly yours, 

BANC OF AMERICA SECURITIES LLC 

By: 
Principal 

Accepted: 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 4k 
~ u d h o r  and Treasurer 

Approved: 

CITY OF MODEST0 

By: 0 
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TERM OF THE BONDS 

The initial Weekly Rate for the Bonds is 1 .go%. 
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ORRICK, HERRINGTON 8 SUTCLIFFE LLP 

666 FIFTH AVENUE 

NEW YORK, NY 10103~0001 

tel 212-506-5WO 
fax 212-506-5151 

WWW.ORRICK.COM 

MODEST0 PUBLIC FINANCING AUTHORITY 
Lease Revenue Refunding Bonds 

Series 2008 

Blue Sky Memorandum 

August 21,2008 

Banc of America Securities LLC 
600 Montgomery Street 
San Francisco, California 941 11 

Ladies and Gentlemen: 

Based on the latest information available to us, we submit herewith a Blue Sky Memorandum 
(the "Memorandum") with respect to the offer and sale of the above-mentioned Lease Revenue Refinding Bonds 
Series 2008 (the "Bonds") of the Modesto Public Financing Authority (the "Authority"). 

The Memorandum relates to the requirements applicable to the offer and sale of the Bonds to 
the public in the jurisdictions therein referred to by persons registered or licensed as brokers or dealers under the 
securities laws of such jurisdictions and to selected classes of persons in such jurisdictions by persons not 
registered therein as brokers or dealers. The Memorandum does not cover the requirements or restrictions, if any, 
under the laws of any of the jurisdictions covered, with respect to use, distribution or consent of advertising 
materials. 

The Memorandum is based upon our examination of the securities laws of the several 
jurisdictions and the rules and regulations, where published, of the authorities administering such laws, all as 
reported in standard unofficial compilations (our most recently reviewed supplement to which is dated July 25, 
2008). Special rulings have not been obtained from the authorities administering such laws. 

The Memorandum is based upon the fact that the Authority is a public instrumentality the State 
of California authorized to issue securities, the Bonds are exempt pursuant to Section 3(a)(2) of the Securities Act 
of 1933, as amended (the "Act") from the registration provisions of the Act and are, therefore, "covered 
securities" as that term is defined in the Act, and the scheduled payment of principal of and interest on the Bonds 
when due will be initially supported by an irrevocable, direct-pay Letter of Credit to be issued by Bank of 
America, N.A. 
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We have prepared this survey as attorneys admitted to practice in New York and California and 
have not obtained opinions of local counsel in other jurisdictions. The statements made in the Memorandum are 
subject to the qualification that broad discretionary. powers exist in the securities commissions (or other 
administrative agencies or officials) of many jurisdictions, authorizing them, among other things, to withdraw the 
exempt status accorded by statute to particular transactions and classes of securities, to impose special 
requirements with respect to any offering of securities, and to prohibit or restrict the distribution of advertising 
matter. 

Any statement herein with respect to sales to banks, savings institutions, trust companies, 
insurance companies or other institutions refers only to requirements of the securities laws relating to such sales 
and does not purport to cover the question of whether the Bonds will be legal for investment by such institutions. 
This information is given as of the date hereof and we disclaim any obligation to update this Memorandum for 
events occurring or coming to our attention after the date hereof or any changes in law which may hereafter 
occur. The Memorandum is furnished for general informational purposes only and is not to be relied upon as an 
opinion of counsel. 

ORRICK, HERRINGTON & SUTCLIFFE LLP 

OHS East: 160468330.1 
43002-20 
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MODEST0 PUBLIC FINANCING AUTHORITY 
Lease Revenue Refunding Bonds 

Series 2008 

Blue Sky Memorandum 

August 21,2008 

SECTION I 

SALES TO THE PUBLIC BY PERSONS REGISTERED OR LICENSED 
AS BROKERS OR DEALERS 

It is believed that offers and sales of the Bonds to the public may be made in the following 
jurisdictions, without registration of the Bonds or any filings being made in such jurisdictions with respect 
thereto, but only by brokers or dealers registered or licensed in the respective jurisdictions: 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of 
Columbia 

Florida 
Georgia 
Guam 

Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 

Mississippi 
Missouri 
Montana 
Nebraska 
New Jersey 
New Mexico 
New ~ o r k ( ' )  
North Carolina 
North Dakota 
~ h i o ' ~ '  
Oklahoma 
Oregon 
Pennsylvania 

Puerto Rico 
Rhode Island 
South'Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
~ a s h i n ~ t o n ' ~ )  
West Virginia 
Wisconsin 
Wyoming 

(1) We will make the requisite filing in respect of the Bonds. 

(2) Provided at the time of the first sale of the Bonds in this jurisdiction, there is no default in the payment of any 
of the interest or principal on the Bonds, nor are there any adjudications or pending suits adversely affecting their 
validity. 
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(3) Provided the Bonds are rated at least A+ by Standard & Poor's Corporation or the equivalent by Moody's 
Investors Service, Inc. If not so rated, the Bonds may be offered or sold only to the institutions and other persons 
described in Section I1 of the Memorandum for this jurisdiction. 

Before the Bonds may be offered or sold to the public by registered or licensed brokers or 
dealers in the jurisdictions listed below, it is believed that action must be taken to confirm preemption of 
applicable state securities laws with respect to offers and sales of the Bonds therein. We have not been asked to 
take such action. Therefore, offers and sales of the Bonds in these jurisdictions may only be made to the 
institutional investors described in Section I1 of the Memorandum for each such jurisdiction: 

Nevada 
New Hampshire 

OHS East 160468330.1 
43002-20 
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SECTION I1 

OFFERS AND SALES BY PERSONS NOT REGISTERED OR LICENSED 
AS BROKERS OR DEALERS 

A. Offers and Sales to Brokers or Dealers 

It is believed that offers and' sales of the Bonds to brokers or dealers may be made in the 
following jurisdictions, without registration of the Bonds or any filings being made in such jurisdictions with 
respect thereto, and that persons making such offers or sales need not be registered or licensed as brokers or 
dealers in the respective jurisdictions, except as indicated by footnote: 

Alabama 
Alaska(1) 
Arizona 
Arkansas(1) 
California(2) 
Colorado(3) 
Connecticut(1) 
Delaware(1) 
District of 

Columbia(4) 
Florida 
Georgia 
Guam( 1 ) 
Hawaii(1) 

Idaho(5) 
Illinois 
Indiana(1) 
Iowa(5) 
Kansas(5) 
Kentucky 
Louisiana 
Maine(5) 
Maryland(1) 
Massachusetts(1) 
Michigan(1) 
Minnesota(5) 
Mississippi(1) 
Missouri(5) 

Montana 
Nebraska 
Nevada(6) 
New Hampshire(1) 
New Jersey(7) 
New Mexico(8) 
New York(9) 
North Carolina(1) 
North Dakota 
Ohio 
Oklahoma(5) 
Oregon 
Pennsylvania(1) 
Puerto Rico(1) 

Rhode Island(l0) 
South Carolina(5) 
South Dakota(5) 
Tennessee(l1) 
Texas(l2) 
US Virgin Islands(5) 
Utah(1) 
Vermont(5) 
Virginia 
Washington 
West Virginia(1) 
Wisconsin(l3) 
Wyoming(1) 

(1) Provided the offeror or seller is a registered or licensed broker or dealer in this jurisdiction, or has no 
place of business in this jurisdiction and effects transactions in this jurisdiction exclusively with or 
through registered or licensed brokers or dealers or the institutions specified in the next section of the 
Memorandum. 

(2) Provided the offeror or seller is a licensed broker-dealer in California, or has no place of business in 
California and either effects transactions exclusively with a licensed broker-dealer or is registered as a 
broker-dealer under the Securities Exchange Act of 1934, has not had any certificate denied or revoked 
under the California Corporate Securities Law of 1968 or any predecessor statute, and directs offers to 
sell or buy into California exclusively with licensed broker-dealers or the institutions specified in the 
next section of the Memorandum. 

(3) Provided offeror or seller is a registered or licensed broker-dealer in Colorado, or has no place of 
business in Colorado and is registered as a broker-dealer under the Securities Exchange Act of 1934 and 
transacts business exclusively with (a) other broker-dealers licensed or exempt therefrom in Colorado 
(except when the broker-dealer is acting as a clearing broker-dealer for such other broker-dealers), 
(b) individuals who are existing customers of the broker-dealer and whose principal place of residence is. 
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not Colorado, (c) the financial or institutional investors specified in the next section of the 
Memorandum, and (d) no more than five other persons in any 12 consecutive months. 

Provided the offeror or seller is registered or licensed as a broker-dealer in the District of Columbia. 

Provided the purchaser is a broker or dealer licensed under the Securities Exchange Act of 1934. 
Provided further that the offeror or seller is a licensed dealer or broker in this state, or has no place of 
business in this state and effects transactions in this state exclusively with broker-dealers registered or 
not required to be registered in this state or the institutions listed below (other than an investment adviser 
which is not registered under the Investment Advisers Act of 1940, is affiliated with the offeror or seller, 
or which has investments under management of less than $100,000,000 acting for the account of others 
pursuant to discretionary authority in a signed record.) 

Provided the offeror or seller is a licensed broker-dealer in Nevada, or has no place of business in 
Nevada, is registered as a broker-dealer underthe Securities Exchange Act of 1934, or is exempt from 
such registration, and (a) effects transactions in Nevada exclusively with other broker-dealers licensed or 
exempt from licensing in Nevada, or the institutions specified in the next section of the Memorandum, or 
(b) is licensed under the securities laws of the jurisdiction in which it maintains a place of business and 
(i) offers and sells in Nevada to a person who is an existing customer of the broker-dealer and whose 
principal place of residence is not in Nevada, or (ii) during any 12 consecutive months does not effect 
transactions with more than five persons in Nevada in addition to the issuers of securities involved in the 
transactions, financial or institutional investors or broker-dealers, whether or not the offeror or an offeree 
is then present in Nevada. 

Provided the offeror or seller is a registered broker-dealer in New Jersey, or effects transactions in New 
Jersey exclusively with or through registered broker-dealers or the institutions specified in the next 
section of the ~emorandum. 

Provided the offeror or seller is a licensed broker or dealer in New Mexico, or has no place of business in 
New Mexico and is registered as a broker-dealer under the Securities Exchange Act of 1934 and effects 
transactions in New Mexico exclusively with other broker-dealers licensed or exempt under the New 
Mexico Securities Act of 1986 or the institutions specified in the next section of the Memorandum. 

We will make the requisite filing. 

Provided the offeror or seller is a registered broker-dealer in Rhode Island, or has no place of business in 
Rhode Island, is registered or exempt from registration as a broker-dealer under the Securities Exchange 
Act of 1934, and (a) effects transactions exclusively with other licensed or exempt broker-dealers or the 
institutions specified in the next section of the Memorandum, or (b) is a registered broker-dealer in the 
state where it maintains a place of business ,and sells to persons in Rhode Island that are existing 
customers of the broker-dealer and whose principal place of residence is not Rhode Island. 

Provided the offeror or seller is a registered broker-dealer in Tennessee, or has no place of business in 
Tennessee, is registered as a broker-dealer with the Securities and Exchange Commission or the 
Financial Industry Regulatory Authority, Inc., and effects transactions in Tennessee exclusively with or 
through other broker-dealers or the institutions specified in the next section of the Memorandum. 
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(12) Provided the offeree or purchaser is a registered dealer in Texas actually engaged in buying and selling 
securities. 

(13) Provided the offeror or seller is a registered broker-dealer in Wisconsin or effects transactions in 
Wisconsin exclusively for the account of or exclusively in offers to sell or sales to brokers or dealers or 
the institutions specified in the next section of the Memorandum. 

B. Offers and Sales to Specified Institutions 

It is believed that offers and sales of the Bonds to the institutions specified may be made in the 
following jurisdictions, without registration of the Bonds or any filings being made in such jurisdictions with 
respect thereto, and that persons making such offers or sales need not be registered or licensed as dealers therein, 
except as otherwise indicated. However, the Memorandum does not cover the status of the Bonds with respect to 
eligibility for investment by any of such institutions. 

i 

Alabama Any bank, savings institution, credit union, trust company, insurance company, 
investment company as defined in the Investment Company Act of 1940, pension or 
profit-sharing. trust, or other financial institution or institutional buyer; whether the 
purchaser is acting for itself or in some fiduciary capacity. 

Alaska(1) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940 or pension or profit-sharing trust. 

Arizona Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; whether the purchaser is acting for 
itself or in some fiduciary capacity. 

Arkansas(1) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; whether the purchaser is acting for 
itself or as a trustee. 

California(2) (a) Any bank, savings and loan association, trust company, insurance company, 
investment company registered under the Investment Company Act of 1940, or pension 
or profit-sharing trust (other than a pension or profit-sharing trust of the issuer, a 
self-employed individual retirement plan or an individual retirement account); (b) any 
organization described in Section 501(c)(3) of the Internal Revenue Code, as amended 
to December 29, 1981, which has total assets (including endowment, annuity and life 
income funds) of not less than $5,000,000 according to its most recent audited financial 
statement; (c) any corporation which has a net worth on a consolidated basis of not less 
than $14,000,000 according to its most recent audited financial statement; (d) any 
wholly-owned subsidiary of any of the foregoing institutional investors; or (e) the 
federal government, any agency or instrumentality of the federal government, any 
corporation wholly-owned by the federal government, any state, any city, city and 
county, or county, or any agency or instrumentality of a state, city, city and county, or 
county, or any state university or state college and any retirement system for the benefit 
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of employees of any of the foregoing; provided that any purchaser listed in (a) through 
(e) above represents that it is purchasing for its own account (or for such trust account) 
for investment and not with a view to or for sale in connection with any distribution of 
the Bonds. 

Colorado(3) Any financial or institutional investor, whether the purchaser is acting for itself or in 
some fiduciary capacity, which includes: (a) a depository institution which is defined 
as: (i) a person that is organized or chartered, or is doing business or holds an 
authorization certificate, under the laws of a state or of the United States which 
authorizes the person to receive deposits, including deposits in savings, share, 
certificate, or other deposit accounts, and that is supervised and examined for the 
protection of depositors by an official or agency of a state or the United States, or (ii) a 
trust company or other institution that is authorized by federal or state law to exercise 
fiduciary powers of the type a national bank is permitted to exercise under the authority 
of the comptroller of the currency and is supervised'and examined by an official or 
agency of a state or the United States; (b) an insurance company; (c) a separate account 
of an insurance company; (d) an investment company registered under the Investment 
Company Act of 1940; (e) a business development company as defined in the 
Investment Company Act of 1940; (0 any private business development company as 
defined in the Investment Advisers Act of 1940; (g)an employee pension, 
profit-sharing or benefit plan if the plan has total assets in excess of $5,000,000 or its 
investment decisions are made by a named fiduciary, as defined in the Employee 
Retirement Income Security Act of 1974, that is a broker-dealer registered under the 
Securities Exchange Act of 1934, an investment adviser registered or exempt from 
registration under the Investment Advisers Act of 1940, a depository institution, or an 
insurance company; (h) an entity, but not an individual, a substantial part of whose 
business activities consist of investing, purchasing, selling, or trading in securities of 
more than one issuer and not of its own issue and that has total assets in excess of 
$5,000,000 as of the end of its latest fiscal year; (i) a small business investment 
company licensed by the federal small business administration under the Small 
Business Investment Act of 1958; and 0) any other institutional buyer. 

Connecticut(1) Any bank and trust company, national banking association, savings bank, savings and 
loan association, federal savings and loan association, credit union, federal credit 
union, trust company, insurance company, investment company as defined in the 
Investment Company Act of 1940, pension or profit-sharing trust, or other financial 
institution or institutional buyer; whether the purchaser is acting for itself or as a 
trustee. 

Delaware(4) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; whether the purchaser is acting for 
itself or as a trustee. 

District of Columbia(5) Any depository institution, which includes: (i) a person that is organized, chartered or 
holds an authorization certificate under the laws of a state or of the United States to 
receive deposits, including a savings, share, certificate or deposit account, and that is 
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Florida 

Georgia 

supervised and examined for the protection of depositors by an official or agency of a 
state or the United States, and (ii) a trust company or other institution that is authorized 
by federal or state law to exercise fiduciary'powers of the type that a national bank is 
permitted to exercise under the authority of the Comptroller of the Currency and is 
supervised and examined by an official or agency of a state or the United States (except 
an insurance company or other organization primarily engaged in the insurance 
business, or a Monis Plan bank, industrial loan company or a similar bank or company 
unless its deposits are insured by a federal agency); an insurance company; an 
investment company registered under the Investment Company Act of 1940; a pension 
or profit-sharing trust, or other financial institution or institutional investor; whether 
acting for itself or as trustee. 

Any bank or trust company, savings institution, insurance company, investment 
company as defined by the Investment Company Act of 1940, or pension or 
profit-sharing trust or qualified institutional buyer as defined in Securities and 
Exchange Commission Rule 144A as it existed on November 1, 1992, whether any of 
such entities is acting in its'individual or fiduciary capacity; provided that such offer or 
sale of securities is not for the direct or indirect promotion of any scheme or enterprise 
with the intent of violating or evading any provision of the Florida Securities Laws. 

Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, real estate investment trust, small 
business investment corporation, pension or profit-sharing plan or trust, or other 
financial institution; whether the purchaser is acting for itself or in some fiduciary 
capacity. 

Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; whether the purchaser is acting for 
itself or as a trustee. 

Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; whether the purchaser is acting for 
itself or as a trustee. 

Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposits or exercising fiduciary powers similar to those 
permitted to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the Idaho Uniform Securities Act of 2004; 
a ieceiver, conservator, or other liquidating agent of any of the foregoing; a savings 
institution, trust company, credit union, or similar institution organized or chartered 
under the laws of a state or of the United States, authorized to receive deposits, and 
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supervised and examined by an official or agency of a state or the United States 
whose deposits or share accounts are insured to the maximum amount authorized by 
statute by the Federal Deposit Insurance Corporation, the National Credit Union 
Share Insurance Fund, or a successor authorized by federal law (other than a Morris 
Plan bank or an industrial loan company); an international financial institution of 
which the United States is a member and whose securities are exempt from 
registration under the Securities Act of 1933; an insurance company or separate 
account of an insurance company; an investment company; an employee pension, 
profit-sharing, or benefit plan if the plan has total assets in excess of $10,000,000 or 
its investment decisions are made by a named fiduciary, as defined in ERISA, that is 
a broker-dealer registered under the Securities Exchange Act,of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the Idaho Uniform Securities Act of 
2004, a depository institution, or an insurance company; a plan established and 
maintained by a state, a political subdivision of a state, or an agency or 
instrumentality of a state or a political subdivision of a state for the benefit of its 
employees, if the plan has total assets in excess of $10,000,000 or its investment 
decisions are made by a duly designated public official or by a gamed fiduciary, as 
defined in ERISA, that is a broker-dealer registered under the Securities Exchange 
Act of 1934, an investment adviser registered or exempt from registration under the 
Investment Advisers Act of 1940, an investment adviser registered under the Idaho 
Uniform Securities Act of 2004, a depository institution, or an insurance company; a 
tivst with total assets in excess of $10,000,000, if its trustee is a depository 
institution, and its participants are exclusively employee pension, profit-sharing, or 
benefit or governmental plans described above regardless of the size of their assets, 
except a trust that includes as participants self-directed individual retirement 
accounts or similar self-directed plans; an organization described in Section 
501(c)(3) of the Internal Revenue Code, corporation, Massachusetts trust or similar 
business trust, limited liability company, or partnership, not formed for the specific 
purpose of acquiring the Bonds, with total assets in excess of $10,000,000; a small 
business investment company licensed by the Small Business Administration under 
Section 301(c) of the Small Business Investment Act of 1958 with total assets in 
excess of $10,000,000; a private business development company as defined in 
Section 202(a)(22) of the Investment Advisers Act of 1940 with total assets in excess 
of $10,000,000; a person registered\nder the Investment Advisers Act of 1940 
acting for its own account; a "qualified institutional buyer" as defined in Rule 
144A(a)(l), other than Rule 144A(a)(l)(H), adopted under the Securities Act; a 
"major U.S. institutional investor" as defined in Rule 15a-6(b)(4)(i) adopted under 
the Securities ~ x c h a n ~ e  Act of 1934; or any other person, other than an individual, of 
institutional character with total assets in excess of $10,000,000 not organized for the 
specific purpose of evading the Idaho Uniform Securities Act of 2004. 

Illinois 
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Any corporation, bank, savings bank, savings institution, trust company, insurance 
company, building and loan association, pension fund or pension trust, employees' 
profit-sharing trust, other financial institution (including any manager of investment 
accounts on behalf of other than natural persons, who, with affiliates, exercises sole 
investment discretion with respect to such accounts and provided such accounts exceed 
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ten in number and have a fair market value of not less than $10,000,000 at the end of 
the calendar month preceding the month during which the Bonds are sold) or 
institutional investor (including investment companies, universities' and other 
organizations whose primary purpose is to invest its own assets or those held in trust by 
it .for others, trust accounts and individual or group retirement accounts in which a 
bank, trust company, insurance company or savings and loan institution acts in a 
fiduciary capacity, and foundations and endowment funds exempt from taxation under 

' the Internal Revenue Code, a principal business function of which is to invest funds to 
produce income in order to cany out the purpose of the foundation or fund), or any 
government or political subdivision or instrumentality thereof, whether the purchaser is 
acting for itself or in some fiduciary capacity; any partnership or other association 
engaged as a substantial part of its business or operations in purchasing or holding 

i 
securities; any trust in respect of which a bank or trust company is trustee or co-trustee; 
any entity in which at least 90% of the equity is owned by: (a) persons described in this 
paragraph herein, (b) any partnership or other association or trader buying or selling 
fractional undivided interests in oil, gas or other mineral rights, in frequent operations, 
for its or his own account rather than for the account of customers, to such extent it or 
he may be said to be engaged in such activities as a trade or business, (c) any natural 
person who has, or is reasonably believed by the person offering the Bonds to have 
(i) a net worth or joint net worth with the person's spouse, at the time of the offer, sale 
or issuance of the Bonds, in excess of $1,000,000 (exclusive of principal residence), or 
(ii) an income or joint income with that person's spouse of $200,000 in each of the two 
most recent fiscal years and reasonably expects such an income in the current year, 
(d) any person, not a natural person, 90% of the equity interest thereof is owned by 
persons described in (i) or (ii) immediately above, or (e) any person who is, or is 
reasonably believed by the person offering the Bonds to be, a director, executive 
officer, or general partner of the issuer of the Bonds or any director, executive officer 
or general partner of a general partner of that issuer (executive officer shall mean the 
president, any vice president in charge of a principal business unit, division or function 
such as sales, administration or finance, or any other officer or other person who 
performs a policy making function for the issuer); any employee benefit plan within the 
meaning of Title I of the Employee Retirement Income Security Act of 1974 
("ERISA") if (a) the investment decision is made by a plan fiduciary as defined in 
Section 3(21) of ERISA and such plan fiduciary is either a bank, savings and loan 
association, insurance company, registered investment adviser or an investment adviser. 
registered under the Investment Advisers Act of 1940, or (b) the plan has total assets in 
excess of $5,000,000, or (c) in the case of a self-directed plan, investment decisions are 
made solely by persons that are described in this paragraph herein; any plan established 
and maintained by, and for the benefit of the employees of, any state or political 
subdivision or agency or instrumentality thereof if such plan has total assets in excess 
of $5,000,000; or any organization described in Section 501(c)(3) of the Internal 
Revenue Code of 1986, any Massachusetts or similar business trust, or any partnership, 
if such organization, trust, or partnership has total assets in excess of $5,000,000. 

Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; whether the purchaser is acting for 
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itself or as a trustee. 
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Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposit's or exercising fiduciary powers similar to those 
permiffed to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the Iowa Uniform Securities Act; a 
receiver, conservator, or other liquidating agent of any of the foregoing; a savings 
institution, trust company, credit union, or similar institution organized or chartered 
under the laws of a state or of the United States, authorized to receive deposits, and 
supervised and examined by an official or agency of a state or the United States 
whose deposits or share accounts are insured to the maximum amount authorized by 
statute by the Federal Deposit Insurance Corporation, the National Credit Union 
Share Insurance Fund, or a successor authorized by federal law (other than a Morris 
Plan bank or an industrial loan company); an international financial institution of 
which the United States is a member and whose securities are .exempt from 
registration under the Securities Act of 1933; an insurance company or separate 
account of an insurance company; an investment company; an employee pension, 
profit-sharing, or benefit plan if the plan has total assets in excess of $5,000,000 or 
its investment decisions are made by a named fiduciary, as defined in ERISA, that is 
a broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the Iowa Uniform Securities Act, a 
depository institution, or an insurance company; a plan established and maintained 
by a state, a political subdivision of a state, or an agency or in~tru~enta l i ty  of a state 
or a political subdivision of a state for the benefit of its employees, if the plan has 
total assets in excess of $5,000,000 or its investment decisions are made by a duly 
designated public official or by a named fiduciary, as defined in ERISA, that is a 
broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the Iowa Uniform Securities Act, a 
depository institution, or an insurance company; a trust with total assets in excess of 
$5,000,000, if its trustee is a depository institution, and its participants are 
exclusively employee pension, profit-sharing, or benefit or governmental plans 
described above regardless of the size of their assets, except a trust that includes as 
participants self-directed individual retirement accounts or similar self-directed 
plans; an organization described in Section 501(c)(3) of the Internal Revenue Code, 
corporation, Massachusetts trust or similar business trust, limited liability company, 
or partnership, not formed for the specific purpose of acquiring the Bonds, with total 
assets in excess of $5,000,000; a small business investment company licensed by the 
Small Business Administration under Section 301(c) of the Small Business 
Investment Act of 1958 with total assets in excess of $5,000,000; a private business 
development company as defined in Section 202(a)(22) of the Investment Advisers 
Act of 1940 with total assets in excess of $5,000,000; a person registered under the 
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Investment Advisers Act of 1940 acting for its own account; a "qualified institutional 
buyer" as defined in Rule 144A(a)(l), other than Rule 144A(a)(l)(H), adopted under 
the Securities Act; a "major U.S. institutional investor" as defined in Rule 15a- 
6(b)(4)(i) adopted under the Securities Exchange Act of 1934; or any other person, 
other than an individual, of institutional character with total assets in excess of 
$5,000,000 not organized for the specific purpose of evading the Iowa Uniform 
Securities Act. 

Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposits or exercising fiduciary powers similar to those 
permitted to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the Kansas Uniform Securities Act of 
2004; a receiver, conservator, or other liquidating agent of any of the foregoing; a 
savings institution, trust company, credit union, or similar institution organized or 
chartered under the laws of a state or of the United States, authorized to receive 
deposits, and, supervised and examined by an official or agency of a state or the 
United States whose deposits or share accounts are insured to the maximum amount 
authorized by statute by the Federal Deposit Insurance Corporation, the National 
Credit Union Share Insurance Fund, or a successor authorized by federal law (other 
than a Morris Plan bank or an industrial loan company); an international financial 
institution of which the United 'States is a member and whose securities are exempt 
from registration under the Securities Act of 1933; an insurance company or separate 
account of an insurance company; an investment company; an employee pension, 
profit-sharing, or benefit plan if the plan has total assets in excess of $10,000,000 or 
its investment decisions are made by a named fiduciary, as defined in ERISA, that is 
a broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the Kansas Uniform Securities Act of 
2004, a depository institution, or an insurance company; a plan established and 
maintained by a state, a political subdivision of a state, or an agency or 
instrumentality of a state or a political subdivision of a state for the benefit of its 
employees, if the plan has total assets in excess of $10,000,000 or its investment 
decisions are made by a duly designated public official or by a named fiduciary, as 
defined in ERISA, that is a broker-dealer registered under the Securities Exchange 
Act of 1934, an investment adviser registered or exempt from registration under the 
Investment Advisers Act of 1940, an investment adviser registered under the Kansas 
Uniform Securities Act of 2004, a depository institution, or an insurance company; a 
trust with total assets in excess of $10,000,000, if its trustee is a depository 
institution, and its participants are exclusively employee pension, profit-sharing, or 
benefit or governmental plans described above regardless of the size of their assets, 
except 'a trust that includes as participants self-directed individual retirement 
accounts or similar self-directed plans; an organization described in Section 
501(c)(3) of the Internal Revenue Code, corporation, Massachusetts trust or similar 
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Kentucky 

Louisiana 

business trust, limited liability company, or partnership, not formed for the specific 
purpose of acquiring the Bonds, with total assets in excess of $10,000,000; a small 
business investment company licensed by the Small Business Administration under 
Section 301(c) of the Small Business Investment Act of 1958 with total assets in 
excess of $10,000,000; a private business development company as defined in 
Section 202(a)(22) of the Investment Advisers Act of 1940 with total assets in excess 
of $10,000,000; a person registered under the Investment Advisers Act of 1940 
acting for its own account; a "qualified institutional buyer" as defined in Rule 
144A(a)(l), other than' Rule 144A(a)(l)(H), adopted under the Securities Act; a 
"major U.S. institutional investor" as defined in Rule 15a-6(b)(4)(i) adopted under 
the Securities Exchange Act of 1934; or any other person, other than an individual, of 
institutional character with total assets in excess of $10,000,000 not organized for the 
specific purpose of evading the Kansas Uniform Securities Act of 2004. 

Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer (which includes but is not limited to 
Qualified Institutional Buyers as defined in Rule 144A of the Securities and Exchange 
Commission); whether the purchaser is acting for itself or in some fiduciary capacity. 

Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, real estate investment 
trust, small business investment corporation, pension or profit-sharing plan or trust, or 
other financial institution; whether the purchaser is acting for itself or in some fiduciary 
capacity. 

Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposits or exercising fiduciary powers similar to those 
permitted to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the Maine Uniform Securities Act; a 
receiver, conservator, or other liquidating agent of any of the foregoing; a savings 
institution, trust company, credit union, or similar institution organized or chartered 
under the laws of a state or of the United States, authorized to receive deposits, and 
supervised and examined by an official or agency of a state or the United States 
whose deposits or share accounts are insured to the maximum amoulit authorized by 
statute by the Federal Deposit Insurance Corporation, the National Credit Union 
Share Insurance Fund, or a successor authorized by federal law (other than a Morris 
Plan bank or an industrial loan company); an international financial institution of 
which the United States is a member and whose securities are exempt from 
registration under the Securities Act of 1933; an insurance company or separate 
account of an insurance company; an investment company; an employee pension, 
profit-sharing, or benefit plan if the plan has total assets in excess of $10,000,000 or 
its investment decisions are made by a named fiduciary, as defined in ERISA, that is 
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a broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the Maine Uniform Securities Act, a 
depository institution, or an insurance company; a plan established and maintained 
by a state, a political subdivision of a state, or an agency or instrumentality of a state 
or a political subdivision of a state for the benefit of its employees, if the plan has 
total assets in excess of $10,000,000 or its investment decisions are made by a duly 
designated public official or by a named fiduciary, as defined in ERISA, that is a 
broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the Maine Uniform Securities Act, a 
depository institution, or an insurance company; a trust with total assets in excess of 
$10,000,000, if its trustee is a depository institution, and its participants are 
exclusively employee pension, profit-sharing, or benefit or governmental plans 
described above regardless of the size of their assets, except a trust that includes as 
participants self-directed individual retirement accounts or similar self-directed 
plans; an organization described in Section 501(c)(3) of the Internal Revenue Code, 
corporation, Massachusetts trust or similar business trust, limited liability company, 
or partnership, not formed for the specific purpose of acquiring the Bonds, with total 
assets in excess of $10,000,000; a small business investment company licensed by 
the Small Business Administration under Section 301(c) of the Small Business 
Investment Act of 1958 with total assets in excess of $5,000,000; a private business 
development company as defined in Section 202(a)(22) of the Investment Advisers 
Act of 1940 with total assets in excess of $5,000,000; a person registered under the 
Investment Advisers Act of 1940 acting for its own account; a "qualified institutional 
buyer" as defined in Rule 144A(a)(l), other than Rule 144A(a)(l)(H), adopted under 
the Securities Act; a "major U.S. institutional investor" as defined in Rule 15a- 
6(b)(4)(i) adopted under the Securities Exchange Act of 1934; or any other person; 
other than an individual, of institutional character with total assets in excess of 
$10,000,000 not organized for the specific purpose of evading the Maine Uniform 
Securities Act. 

Maryland(9) Any bank, savings and institution, trust company, insurance company, investment 
company as defined in the Investment Company Act of 1940, pension or profit-sharing 
trust or other financial institution or institutional buyer, whether acting for itself or as 
trustee. 

Massachusetts(1) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust 
which includes: (a) any entity with total assets in excess of $5 million and which is: 
(i) an employee benefit plan within the meaning of the Employee Retirement Income 
Security Act of 1974 ("ERISA"), as amended or (ii) a self-directed employee benefit 
plan within the meaning of ERISA, with investment decisions made by a person that is 
an accredited investor as defined in s. 501(a) of SEC Regulation D (17 CPR 
230.501(a)), or (b) any employee benefit plan within the meaning of ERISA with 
investment decisions made by a plan fiduciary, as defined in Section 2(21) of ERISA, 
which is either a bank, savings and loan association, insurance company or registered 
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investment adviser, or (c) an employee benefit plan established and maintained by a 
state or its political subdivisions, or any agency or instrumentality of a state or its 
political subdivisions; any other financial institution or institutional buyer, which 
includes but is not limited to: (a) a Small Business Investment Company licensed by 
the United States Small Business Administration under the Small Business Investment 
Act of 1958, as amended; (b) a private business development company as defined in 
Section 202(a)(22) of the Investment Advisers Act of 1940, as amended; (c) a Business 
Development Company as defined in Section 2(a)(48) of the Investment Company Act 
of 1940, as amended; (d) an entity with total assets in excess of $5,000,000 and which 
is either: (i) a company (whether a corporation, a Massachusetts or similar business 
trust or a partnership) not formed for the specific purpose of acquiring the securities 
offered, a substantial part of whose business activities consists of investing, purchasing, 
selling or trading in securities issued by others and whose investment decisions made 
by persons who are reasonably believed by the seller to have such knowledge and 
experience in financial and business matters as to be capable of evaluating the merits 
and risks of investments or (ii) an organization described in Section 501(c)(3) of the 
Internal Revenue Code; and (e) a Qualified Institutional Buyer as defined in 17 CFR 
230.144A(a); whether the purchaser is acting for itself or as a trustee. 

Michigan(1) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, the treasurer of the State of 
Michigan, the federal national mortgage association, the federal home loan mortgage 
corporation, the government national mortgage association, pension or profit-sharing 
trust the assets of which are managed by a bank or trust company or other institutional 
manager, or other financial institution (which includes but is not limited to federal or 
state savings and loan associations and credit unions); whether any of the above listed 
purchasers is acting for itself or as a trustee, or a lender approved by the federal 
housing administration and who has satisfied any additional requirements established 
by the Michigan Securities Administrator by rule or order. 

Minnesota(7) Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposits or exercising fiduciary powers similar to those 
permitted to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the Minnesota Uniform Securities Act 
(2002); a receiver, conservator, or other liquidating agent of any of the foregoing; a 
savings institution, trust company, credit union, or similar institution organized or 
chartered under the laws of a state or of the United States, authorized to receive 
deposits, and supervised and examined by an official or agency of a state or the 
United States whose deposits or share accounts are insured to the maximum amount 
authorized by statute by the Federal Deposit Insurance Corporation, the National 
Credit Union Share Insurance Fund, or a successor authorized by federal law (other 
than a Morris Plan bank or an industrial loan company); an international financial 
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institution of which the United States is a member and whose securities are exempt 
from registration under the Securities Act of 1933; an insurance company or separate 
account of an insurance company; an investment company; an employee pension, 
profit-sharing, or benefit plan if the plan has total assets in excess of $10,000,000 or 
its investment decisions are made by a named fiduciary, as defined in ERISA, that is 
a broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the Minnesota Uniform Securities Act 
(2002), a depository institution, or an insurance company; a plan established and 
maintained by a state, a political subdivision of a state, or an agency or 
instrumentality of a state or a political subdivision of a state for the benefit of its 
employees, if the plan has total assets in excess of $10,000,000 or its investment 
decisions are made by a duly designated public official or by a named fiduciary, as 
defined in ERISA, that is a broker-dealer registered under the Securities Exchange 
Act of 1934, an investment adviser registered or exempt from registration under the 
Investment Advisers Act of 1940, an investment adviser registered under the 
Minnesota Uniform Securities Act (2002), a depository institution, or an insurance 
company; a trust with total assets in excess of $10,000,000, if its trustee is a 
depository institution, and its participants are exclusively employee pension, profit- 
sharing, or benefit or governmental plans described above regardless of the size of 
their assets, except a trust that includes as participants self-directed individual 
retirement accounts or similar self-directed plans; an organization described in 
Section 501(c)(3) of the Internal Revenue Code, corporation, Massachusetts trust or 
similar business trust, limited liability company, or partnership, not formed for the 
specific purpose of acquiring the Bonds, with total assets in excess of $10,000,000; a 
small business investment company licensed by the Small Business Administration 
under Section 301(c) of the Small Business Investment Act of 1958 with total assets 
in excess of $10,000,000; a private business development company as defined in 
Section 202(a)(22) of the Investment Advisers Act of 1940 with total assets in excess 
of $10,000,000; a person registered under the Investment Advisers Act of 1940 
acting for its own account; a "qualified institutional buyer" as defined in Rule 
144A(a)(l), other than Rule 144A(a)(l)(H), adopted under the Securities Act; a 
"major U.S. institutional investor" as defined in Rule 15a-6(b)(4)(i) adopted under 
the Securities Exchange Act of 1934; a person who is an "accredited investor" within 
the meaning of Rule 501(a) of Regulation D adopted by the Securities and Exchange 
Commission; or any other person, other than an individual, of institutional character 
with total assets in excess of $10,000,000 not organized for the specific purpose of 
evading the Minnesota Uniform Securities Act (2002). 

Mississippi(1) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer, which includes but is not limited to: 
(a) any of the following entities, acting for its own account or the accounts of other 
institutional buyers, that in the aggregate owns and invests on a discretionary basis at 
least $100,000,000 in securities of issuers that are not affiliated with the entity: (i) any 
insurance company as defined in Section 2(13) of the Securities Act of 1933, (ii) any 
investment company registered under the Investment Company Act of 1940 or any 
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business development company as defined in Section 2(a)(48) of the Investment 
Company Act of 1940, (iii) any Small Business Investment Company licensed by the 
United States Small Business Administration under 301 (c) or (d) of the Small Business 
Investment Act of 1958,'(iv) any plan established and maintained by a state, its 
political subdivisions, or any agency or instrumentality of a state or its political 
subdivisions, for the benefit of its employees, (v) any employee benefit plan within the 
meaning of Title I of the Employee Retirement Income Security Act of 1974, (vi) any 
trust find whose trustee is a bank or trust company and whose participants are 
exclusively plans of the types identified in (iv) and (v) above, except trust finds that 
include as participants individual retirement accounts or H.R. 10 plans, (vii) any 
business development company as defined in Section 202(a)(22) of the Investment 
Advisers Act of 1940, (viii) any organization described in Section 501(c)(3) of the 
Internal Revenue Code, corporation (other than a bank as defined in Section 3(a)(2) of 
the Securities Act of 1933 or a savings and loan association or other institution 
referenced in Section 3(a)(5)(A) of the Securities Act of 1933 or a foreign bank or 
savings and loan association or equivalent institution), partnership, or Massachusetts or 
similar business trust, and (ix) any investment adviser registered under the Investment 
Advisers Act of 1940; (b) any dealer registered pursuant to section 15 of the Securities 
Exchange Act of 1934, acting for its own account or the accounts of other institutional 
buyers, that in the aggregate owns and invests on a discretionary basis at least 
$10,000,000 of securities of issuers that are not affiliated with the dealer, provided that 
securities constituting the whole or a part of an unsold allotment to or subscription by a 
dealer as a participant in a public offering shall not be deemed to be owned by such 
dealer; (c) any dealer registered pursuantto Section 15 of the Securities Exchange Act 
of 1934 acting in a riskless principal transaction on behalf of an institutional buyer; 
(d) any investment company registered under the Investment Company Act of 1940, 
acting for its own account or for the accounts of other institutional buyers, that is part 
of a family of investment companies which own in the aggregate at least $100,000,000 
in securities of issuers, other than issuers that are affiliated with the investment 
company or are part of such family of investment companies ("family of investment 
companies" means any two or more investment companies registered under the 
Investment Company Act of 1940, except for a unit investment trust whose assets 
consist solely of shares of one or more registered investment companies, that have the 
same investment adviser (or, in the case of a unit investment trust, the same depositor), 
provided that for purposes of this Section: (i) each series of a series company (as 
defined in Rule 18f-2 under the Investment Company Act of 1940) shall be deemed to 
be a separate investment company and (ii) investment companies shall be deemed to 
have the same adviser (or depositor) if their advisers (or depositors) are 
majority-owned subsidiaries of the same parent, or if one investment company's 
adviser (or depositor)) is a majority-owned subsidiary of the other investment 
company's adviser (or depositor)); (e) any entity, all of the equity owners of which are 
institutional buyers, acting for its own account or the accounts of other institutional 
buyers; or (f) any bank as defined in Section 3(a)(2) of the Securities Act of 1933, any 
savings and loan association or other institution as referenced in Section 3(a)(5)(A) of 
the Securities Act of 1933, or any foreign bank or savings and loan association or 
equivalent institution, acting for its own account or the accounts of other institutional 
buyers, that in the aggregate owns and invests on a discretionary basis at least 
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$100,000,000 in securities of issuers that are not affiliated with it and that has an 
audited net worth of at least $25,000,000 as demonstrated in its latest annual financial 
statements, as of a date not more than 16 months preceding the date of sale of the 
securities offered in the case of a United States bank or savings and loan association, 
and not more than 18 months preceding such date of sale for a foreign bank or savings 
and loan association or equivalent institution; whether the purchaser is acting for itself 
or as a trustee. 

Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposits or exercising fiduciary powers similar to those 
permitted to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the Missouri Securities Act of 2003; a 
receiver, conservator, or other liquidating agent of any of the foregoing; a savings 
institution, trust company, credit union, or similar institution organized or chartered 
under the laws of a state or of the United States, authorized to receive deposits, and 
supervised and examined by an official or agency of a state or the United States 
whose deposits or share accounts are insured to the maximum amount authorized by 
statute by the Federal Deposit Insurance Corporation, the National Credit Union 
Share Insurance Fund, or a successor authorized by federal law (other than a Morris 
Plan bank or an industrial loan company); a trust company organized or chartered 
under the laws of Missouri; an international financial institution of which the United 
States is a member and whose securities are exempt from registration under the 
Securities Act of 1933; an insurance company or separate account of an insurance 
company; an investment company; an employee pension, profit-sharing, or benefit 
plan if the plan has total assets in excess of $10,000,000 or its investment decisions 
are made by a named fiduciary, as defined in ERISA, that is a broker-dealer 
registered under the Securities Exchange Act of 1934, an investment adviser 
registered or exempt from registration under the Investment Advisers Act of 1940, an 
investment adviser registered under the Missouri Securities Act of 2003, a depository 
institution, or an insurance company; a plan established and maintained by a state, a 
political subdivision of a state, or an agency or instrumentality of a state or a political 
subdivision of a state for the benefit of its employees, if the plan has total assets in 
excess of $10,000,000 or its investment decisions are made by a duly designated 
public official or by a named fiduciary, as defined in ERISA, that is a broker-dealer 
registered under the Securities Exchange Act of 1934, an investment adviser 
registered or exempt from registration under the Investment Advisers Act of 1940, an 
investment adviser registered under the Missouri Securities Act of 2003, a depository 
institution, or an insurance company; a trust with total assets in excess of 
$10,000,000, if its trustee is a depository institution, and its participants are 
exclusively employee pension, profit-sharing, or benefit or governmental plans 
described above regardless of the size of their assets, except a trust that includes as 
participants self-directed individual retirement accounts or similar self-directed 
plans; an organization described in Section 501(c)(3) of the Internal Revenue Code, 
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corporation, Massachusetts trust or similar business trust, limited liability company, 
or partnership, not formed for the specific purpose of acquiring the Bonds, with total 
assets in excess of $10,000,000; a small business investment company licensed by 
the Small Business Administration under Section 301(c) of the Small Business 
Investment Act of 1958 with total assets in excess of $10,000,000; a private business 
development company as defined in Section 202(a)(22) of the Investment Advisers 
Act of 1940 with total assets in excess of $1 0,000,000; a person registered under the 
Investment Advisers Act of 1940 acting for its own account; a "qualified institutional 
buyer" as defined in Rule 144A(a)(l), other than Rule 144A(a)(l)(H), adopted under 
the Securities Act; a "major U.S. institutional investor" as defined in Rule 15a- 
6(b)(4)(i) adopted under the Securities Exchange Act of 1934; or any other person, 
other than an individual, of institutional character with total assets in excess of 
$10,000,000 not organized for the specific purpose of evading the Missouri 
Securities Act of 2003. 

Montana Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer, which includes, but is not limited to, a 
Qualified Institutional Buyer as defined in Rule 144A of the Securities and Exchange 
Commission; whether the purchaser is acting for itself or in some fiduciary capacity. 

Nebraska 
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Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer or an individual accredited investor, 
whether the purchaser is acting for itself or in some fiduciary capacity. The term 
"individual accredited investor" means (a) any director, executive officer, or general 
partner of the issuer of the securities being offered or sold, or any director, executive 
officer, or general partner of a general 'partner of that issuer, (b) any natural person 
whose individual net worth, or joint net worth with that person's spouse, at the time of 
his or her purchase, exceeds one million dollars, or (c) any natural person who had an 
individual income in excess of two hundred thousand dollars in each of the two most 
recent years or joint income with' that person's spouse in excess of three hundred 
thousand dollars in each of those years and has a reasonable expectation of reaching the 
same income level in the current year. In addition to the foregoing, a "financial 
institution or institutional investor" includes, but is not limited to, any (i) bank as 
defined in Section 3(a)(2) of the Securities Act of 1933, whether acting in its individual 
or fiduciary capacity; (ii) insurance company as defined in Section 2(13) of the 
Securities Act of 1933; (iii) business development company as defined in 
Section 2(a)(48) of the Investment Company Act of 1940; (iv) or small business 
investment company licensed by the Small Business Administration under 
Section 301(c) or (d) of the Small Business Investment Act of 1958. As used above, 
"pension or profit-sharing trust" is defined as an employee benefit plan, as defined in 
Title I of the Employee Retirement Income Security Act of 1974 ("ERISA"), if the 
investment decisions are made by a "plan fiduciary" (as defined in ERISA) which is 
either a bank, insurance company or registered investment adviser, or if the employee 
benefit plan has total assets in excess of $5,000,000. 
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Nevada(l0) Any financial or institutional investor, including but not limited to: (a) a depository 
institution, which means: (i) a person that is organized, chartered or holding an 
authorization certificate under the laws of a state or of the United States which 
authorizes the person to receive deposits, including a savings, share, certificate or 
deposit account, and that is supervised and examined for the protection of depositors by 
an official or agency of a state of the United States, or (ii) a trust company or other 
institution that is authorized by federal or state law to exercise fiduciary powers of the 
type a national bank is permitted to exercise under the authority of the Comptroller of 
the Currency and is supervised and examined by an official or agency of a state or the 
United States (except a Morris Plan bank, industrial loan company, or a similar bank or 
company unless its deposits are insured by a federal agency); (b) an insurance company 
or separate account of an insurance company; (c) an investment company as defined in 
the Investment Company Act of 1940; (d) an employee pension, profit-sharing or 
benefit plan if the plan has total assets in excess of $5,000,000 or its investment 
decisions are made by a named fiduciary, as defined in the Employee Retirement 
Income Security Act of 1974, that is either a broker-dealer registered under the 
Securities Exchange Act of 1934, an investment adviser registered or exempt from 
registration under the Investment Advisers Act of 1940, a depository institution, or an 
insurance company; or (e) any other institutional buyer; whether the purchaser is acting 
for itself or in some fiduciary capacity other than as an agent. 

New Hampshire(l1) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; whether the purchaser is acting for 
itself or in some fiduciary capacity. 

New Jersey(l2) Any bank, savings and loan association or building and loan association operating 
pursuant to the Savings and Loan Act of New Jersey, federal savings and loan 
association or an association or credit union organized under the laws of the United 
States or any state, territory, or possession of the United States, the District of 
Columbia or Puerto Rico whose accounts are insured by a federal corporation or 
agency, any trust company, insurance company, investment company as defined in the 
Investment Company Act of 1940, pension or profit-sharing trust, or other financial 
institution or institutional buyer, which includes, but is not limited to, a "qualified 
institutional buyer" as defined in SEC Rule 144A; whether the purchaser is acting for 
itself or as a trustee. 

New Mexico(l3) Any financial or institutional investor, which means: (a) a depository institution, which 
means: (i) a person which is organized, chartered or holding an authorization certificate 
under the laws of a state or of the United States which authorizes the person to receive 
deposits, including a savings, share, certificate or deposit account, and which is 
regulated, supervised and examined for the protection of depositors by an official or 
agency of a state or the United States and is insured by the federal depository insurance 
corporation, the federal savings and loan insurance corporation, or the national credit 
union share insurance fund, or (ii) a trust company or other institution that is authorized 
by federal or state law to exercise fiduciary powers of the type a national bank is 
permitted to exercise under the authority of the Comptroller of the Currency and is 
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New York(l4) 

regulated, supervised and examined by an official or agency of a state or the United 
States (except a Morris Plan bank, industrial loan company or a similar bank or 
company); (b) an insurance company or separate account of an insurance company; 
(c) an investment company as defined in the Investment Company Act of 1940; (d) an 
employee pension, profit-sharing or benefit plan, provided the plan has total assets in 
excess of $5,000,000, or the investment decisions are made by one or more plan 
fiduciaries, as defined in the Employee Retirement Income Security Act of 1974, so 
long as at least one of such plan fiduciaries is either a broker-dealer registered under 
the Securities Exchange Act of 1934, an investment adviser registered or exempt from 
registration under the Investment Advisers Act of 1940, a depository institution or an 
insurance company; (e) a business development company as defined by 'the Investment 
Company Act of 1940; ( f )  a small business investment company licensed by the Small 
Business Administration under Section 30 1 (c) or (d) of the Small Business Investment 
Act of 1958; (g) an entity, other than a natural person, which is directly engaged in the 
business of, and derives at least eighty percent of its annual gross income from, 
investing, purchasing, selling or trading in securities of more than one issuer and not of 
its own issue, and that has gross assets in excess of $5,000,000 at the end of its latest 
fiscal year; (h) an entity organized and operated not for private profit as described in 
Section 501(c)(3) of the Internal Revenue Code with total assets in excess of 
$5,000,000; or (i) a state, a political subdivision of a state, or an agency or corporate or 
other instrumentality of a state or a political subdivision of a state; whether the 

- purchaser is acting for itself or in some fiduciary capacity other than as an agent. 

Any state or national bank, trust company or savings institution incorporated under the 
laws and subject to the examination, supervision and control of any state or of the 
United States or of any insular possession thereof, or any syndicate, corporation or 
group formed for the specific purpose of acquiring the Bonds for resale to the public 
directly or through other syndicates or groups. 

North Carolina(l5) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; whether the purchaser is acting for 
itself or as a trustee. 

North Dakota 
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Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
similar benefit plan, other financial institution, or qualified institutional buyer, whether 
the purchaser is acting for itself or in a fiduciary capacity, or any government or 
political subdivision or instrumentality thereof. 

Any corporation, bank, trust company, building and loan association, savings 
association incorporated or organized under the laws of the United States or of any 
state thereof, or of Canada or any province thereof, and subject to regulation or 
supervision by such country, state or province, any insurance company, pension find 
or trust, employees' profit-sharing find or trust, any association engaged, as a 
substantial part of its business or operations, in purchasing or holding securities, any 
trust in respect of which a bank is trustee or co-trustee, or any Qualified Institutional 
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Buyer as defined in Rule 144A of the Securities and Exchange Commission. 
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Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposits or exercising fiduciary powers similar to those 
permitted to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is'supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the Oklahoma Uniform Securities Act of 
2004; a receiver, conservator, or other liquidating agent of any of the foregoing; a 
savings institution, trust company, credit union, or similar institution organized or 
chartered under the laws of a state or of the United States, authorized to receive 
deposits, and supervised and examined by an official or agency of a state or the 
United States whose deposits or share accounts are insured to the maximum amount 
authorized by statute by the Federal Deposit Insurance Corporation, the National 
Credit Union Share Insurance Fund, or a successor authorized by federal law (other 
than a Morris Plan bank or an industrial loan company); an international financial 
institution of which the United States is a member and whose securities are exempt 
from registration under the Securities Act of 1933; an insurance company or separate 
account of an insurance company; an investment company; an employee pension, 
profit-sharing, or benefit plan if the plan has total assets in excess of $10,000,000 or 
its investment decisions are made by a named fiduciary, as defined in ERISA, that is 
a broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the Oklahoma Uniform Securities Act 
of 2004, a depository institution, or an.insurance company; a plan established and 
maintained by a state, a political subdivision of a state, or an agency or 
instrumentality of a state or a political subdivision of a state for the benefit of its 
employees, if the plan has total assets in excess of $10,000,000 or its investment 
decisions are made by a duly designated public official or by a named fiduciary, as 
defined in ERISA, that is a broker-dealer registered under the Securities Exchange 
Act of 1934, an investment adviser registered or exempt from registration under the 
Investment Advisers Act of 1940, an investment adviser registered under the 
Oklahoma Uniform Securities Act of 2004, a depository institution, or an insurance 
company; a trust with total assets in excess of $10,000,000, if its trustee is a 
depository institution, and its participants are exclusively employee pension, profit- 
sharing, or benefit or governmental plans described above regardless of the size of 
their assets, except a trust that includes as participants self-directed individual 
retirement accounts or similar self-directed plans; an organization described in 
Section 501(c)(3) of the Internal Revenue Code, corporation, Massachusetts trust or 
similar business trust, limited liability company, or partnership, not formed for the 
specific purpose of acquiring the Bonds, with total assets in excess of $10,000,000; a 
small business investment company licensed by the Small Business Administration 
under Section 301(c) of the Small Business Investment Act of 1958 with total assets 
in excess of $10,000,000; a private business development company as defined in 
Section 202(a)(22) of the Investment Advisers Act of 1940 with total assets in excess 



' O R R I C K  

Oregon 

of $10,000,000; a person registered under the Investment Advisers Act of 1940 
acting for its own account; a "qualified institutional buyer" as defined in Rule 
144A(a)(l), other than Rule 144A(a)(l)(H), adopted under the Securities Act; a 
"major U.S. institutional investor" as defined in Rule 15a-6(b)(4)(i) adopted under 
the Securities Exchange Act of 1934; or any other person, other than an individual, of 
institutional character with total assets in excess of $10,000,000 not organized for the 
specific purpose of evading the Oklahoma Uniform Securities Act of 2004. 

Any bank, savings institution, trust company, insurance company, investment 
company, pension or profit-sharing trust, mortgage broker or mortgage banker, or other 
financial institution or institutional buyer, including but not limited to, the Federal 
National Mortgage Association, the Federal Home Loan Mortgage Corporation, the 
Federal Housing Administration, the United States Veterans Administration and the 
Government National Mortgage Association, and Qualified Institutional Buyers as 
defined in Rule 144A of the Securities and Exchange Commission; whether the 
purchaser is acting for itself or in some fiduciary capacity when the purchaser has 
discretionary authority to make investment decisions. 

Pennsylvania(1) Any institutional investor which means: (a) any bank, banking and trust company, 
savings bank, trust company, private bank (as defined in the Banking Code of 1965) or 
savings and loan association (as defined in the Savings Association Code of 1967), or 
any banking institution (but not a holding company or a bank in organization), trust 
company or savings and loan institution (but not a holding company or a savings and 
loan in organization) organized under the laws of the United States or any state, 
territory or the District of Columbia, or a receiver, conservator, or other liquidating 
agent of any of the foregoing, an insurance company, pension or profit-sharing plan or 
trust (other than a municipal pension plan or system), provided that for a Keogh, IRA 
or SEP, plan or trust assets must be $5,000,000 or more, or, the plan or trust must have 
retained, on an on-going basis, the services of a person knowledgeable and experienced 
in financial and business matters to render professional investment management advice 
and the plan or trust must have investments of $500,000 or more in securities, or 
investment company as defined in the Investment Company Act of 1940, or other 
financial institution; (b) any person, other than an individual, who controls any of the 
foregoing; (c) any corporation or business trust or wholly-owned subsidiary of such 
person which has been in existence for 18 months and which has a tangible net worth 
on a consolidated basis, as reflected in its most recent audited financial statements of 
$10,000,000 or more; (d) any college, university or other public or privaie institution 
which has received exempt status under Section 501(c)(3) of the Internal Revenue 
Code and which has total endowment or trust finds (including annuity and life income 
funds) of $5,000,000 or more according to its most recent audited financial statements, 
provided that the aggregate dollar amount of securities sold to such person shall not 
exceed five percent of such endowment or trust funds; (e) any wholly-owned 
subsidiary of a bank as defined in the Pennsylvania Securities Act of 1972 and 
applicable regulations thereunder; ( f )  any person, except an individual or an entity 
whose security holders consist entirely of one individual or group of individuals who 
are related, which is organized primarily for the purpose of purchasing, in non-public 
offerings, securities of corporations or issuers engaged in research and development 
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activities in conjunction with a corporation and which complies with certain investor 
suitability requirements, beneficial ownership restrictions, and capitalization 
requirements as set forth in the Regulations of the Pennsylvania Securities 
Commission; (g) any small business investment company as defined in Section 103 of 
the Small Business Investment Act of 1958 which either has a total capital of 
$1,000,000 or more, or is controlled by institutional investors as defined in the 
Pennsylvania Securities Act of 1972 and applicable regulations thereunder; (h) any 
seed capital fund (as defined in Section 2 and authorized in Section 6 of the 
Pennsylvania Small Business Incubators Act); (i) any business development credit 
corporation (as authorized by the Pennsylvania Business Development Credit 
Corporation Law); (j) any person whose security holders consist solely of institutional 
investors or broker-dealers; (k) a person as to which the issuer reasonably believed 
qualified as an institutional investor as herein described at the time of the offer or sale 
of the Bonds on the basis of written representations made to the issuer by the 
purchaser; (1) a qualified institutional buyer as that term is defined 17 CFR 230.144A; 
or (m) the federal government, any state, territory, or possession of the United States, 
the District of Columbia or Puerto Rico, or any agency or political subdivision thereof, 
except public school districts of the state of Pennsylvania. 

Puerto Rico(8) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Companies Act of Puerto Rico, pension or profit-sharing 
trust, or other financial institution or institutional buyer; whether the purchaser is acting 
for itself or as a trustee. 

Rhode Island(l7) Any financial or institutional investor, which includes: (a) a "depository institution", 
which means: (i) a person which is organized, chartered, or holding an authorization 
certificate under the laws of a state or of the United States which authorizes the person 
to receive deposits, including a savings, share, certificate or deposit account, and which 
is supervised and examined for the protection of depositors by an official or agency of 
a state or the United States, or (ii) a trust company or other institution that is authorized 
by federal or state law to exercise fiduciary powers of the type a national bank is 
permitted to exercise under the authority of the comptroller of the currency and is 
supervised and examined by an official or agency of a state or the United States; (b) an 
insurance company; (c) a separate account of an insurance company; (d) an investment 
company as defined in the Investment Company Act of 1940; (e) an employee 
pension, profit-sharing or benefit plan if the plan has total assets in excess of five 
million dollars ($5,000,000), or if investment decisions are made by a plan fiduciary, as 
defined in the Employee Retirement Income Security Act of 1974, which is either a 
broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, a depository institution, or an insurance company; and ( f )  any other institutional 
buyer; whether the purchaser is acting for itself or in some fiduciary capacity. 

South Carolina(7) 
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Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposits or exercising fiduciary, powers similar to those 
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permitted to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the South Carolina Uniform Securities Act 
of 2005; a receiver, conservator, or other liquidating agent of any of the foregoing; a 
savings institution, trust company, credit union, or similar institution organized or 
chartered under the laws of a state or of the United States, authorized to receive 
deposits, and supervised and examined by an official or agency of a state or the 
United States whose deposits or share accounts are insured to the maximum amount 
authorized by statute by the Federal Deposit Insurance Corporation, the National 
Credit Union Share Insurance Fund, or a successor authorized by federal law (other 
than a Morris Plan bank or an industrial loan company); an international financial 
institution of which the United States is a member and whose securities are exempt 
from registration under the Securities Act of 1933; an insurance company or separate 
account of an insurance company; an investment company; an employee pension, 
profit-sharing, or benefit plan if the plan has total assets in excess of $10,000,000 or 
its investment decisions are made by a named fiduciary, as defined in ERISA, that is 
a broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the South Carolina Uniform Securities 
Act of 2005, a depository institution, or an insurance company; a plan established 
and maintained by a state, a political subdivision of a state, or an agency or 
instrumentality of a state or a political subdivision of a state for the benefit of its 
employees, if the plan has total assets in excess of $10,000,000 or its investment 

I decisions are made by a duly designated public official or by a named fiduciary, as 
defined in ERISA, that is a broker-dealer registered under the Securities Exchange 
Act of 1934, an investment adviser registered or exempt from registration under the 
Investment Advisers Act of 1940, an investment adviser registered under the South 
Carolina Uniform Securities Act of 2005, a depository institution, or an insurance 
company; a trust with total assets in excess of $10,000,000, if its trustee is a 
depository institution, and its participants are exclusively employee pension, profit- 
sharing, or benefit or governmental plans described above regardless of the size of 
their assets, except a trust that includes as participants self-directed individual 
retirement accounts or similar self-directed plans; an organization described in 
Section 501(c)(3) of the Internal Revenue Code, corporation, Massachusetts trust or 
similar business trust, limited liability company, or partnership, not formed for the 
specific purpose of acquiring the Bonds, with total assets in excess of $10,000,000; a 
small business investment company licensed by the Small Business Administration 
under Section 301(c) of the Small Business Investment Act of 1958 with total assets 
in excess of $10,000,000; a private business development company as defined in 
Section 202(a)(22) of the Investment Advisers Act of 1940 with total assets in excess 
of $10,000,000; a person registered under the Investment Advisers Act of 1940 
acting for its own account; a "qualified institutional buyer" as defined in Rule 
144A(a)(l), other than Rule 144A(a)(l)(H), adopted under the Securities Act; a 
"major U.S. institutional investor" as defined in Rule 15a-6(b)(4)(i) adopted under 
the Securities Exchange Act of 1934; or any other person, other than an individual, of 
institutional character with total assets in excess of $10,000,000 not organized for the 
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specific purpose of evading the South Carolina Uniform Securities Act of 2005. 

South Dakota(7) Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposits or exercising fiduciary powers similar to those 
permitted to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the South Dakota Uniform Securities Act 
of 2002; a receiver, conservator, or other liquidating agent of any of the foregoing; a 
savings institution, trust company, credit union, or similar institution organized or 
chartered under the laws of a state or of the United States, authorized to receive 
deposits, and supervised and examined by an official or agency of a state or the 
United States whose deposits or share accounts are insured to the maximum amount 
authorized by statute by the Federal Deposit Insurance Corporation, the National 
Credit Union Share Insurance Fund, or a successor authorized by federal law (other 
than a Morris Plan bank or an industrial loan company); an international financial 
institution of which the United States is a member and whose securities are exempt 
from registration under the Securities Act of 1933; an insurance company or separate 
account of an insurance company; an investment company; an employee pension, 
profit-sharing, or benefit plan if the plan has total assets in excess of $10,000,000 or 
its investment decisions are made by a named fiduciary, as defined in ERISA, that is 
a broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registered or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the South Dakota Uniform Securities 
Act of 2002, a depository institution, or an insurance company; a plan established , 

and maintained by a state, a political subdivision of a state, or an agency or 
instrumentality of a state or a political subdivision of a state for the benefit of its 
employees, if the plan has total assets in excess of $10,000,000 or its investment 
decisions are made by a duly designated public official or by a named fiduciary, as 
defined in ERISA, that is a broker-dealer registered under the Securities Exchange 
Act of 1934, an investment adviser registered or exempt from registration under the 
Investment Advisers Act of 1940, an investment adviser registered under the South 
Dakota Uniform Securities Act of 2002, a depository institution, or an insurance 
company; a trust with total assets in excess of $10,000,000, if its trustee is a 
depository institution, and its participants are exclusively employee pension, profit- 
sharing, or benefit or governmental plans described above regardless of the size of 
their assets, except a trust that includes as participants self-directed individual 
retirement accounts or similar self-directed plans; an organization described in 
Section 501(c)(3) of the Internal Revenue Code, corporation, Massachusetts trust or 
similar business trust, limited liability company, or partnership, not formed for the 
specific purpose of acquiring the Bonds, with total assets in excess of $10,000,000; a 
small business investment company licensed by the Small Business Administration 
under Section 301(c) of the Small Business Investment Act of 1958 with total assets 
in excess of $10,000,000; a private business development company as defined in 
Section 202(a)(22) of the Investment Advisers Act of 1940 with total assets in excess 
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of $10,000,000; a person registered under the Investment Advisers Act of 1940 
acting for its own account; a "qualified institutional buyer" as defined in Rule 
144A(a)(l), other than Rule 144A(a)(l)(H), adopted under the Securities Act; a 
"major U.S. institutional investor" as defined in Rule 15a-6(b)(4)(i) adopted under 
the Securities Exchange Act of 1934; or any other person, other than an individual, of 
institutional character with total assets in excess of $10,000,000 not organized for the 
specific purpose of evading the South Dakota Uniform Securities Act of 2002. 

Tennessee(l8) Any bank, trust company, insurance company, investment company registered under 
the Investment Company Act of 1940, a holding company which controls any of the 
foregoing, a trust or fund over which any of the foregoing has or shares investment 
discretion, a pension or profit sharing plan, an institutional buyer (as defined by the 
Tennessee Commissioner of Insurance by rule), or any other person engaged as a 
substantial part of its business in investing securities (unless such other person is a 
broker-dealer), provided that each such institutional purchaser has a net worth in excess 
of $1,000,000. 

Texas Any bank, trust company, building and loan association, insurance company, surety or 
guaranty company, savings institution, state or federally chartered credit union or 
savings and loan association, federal savings bank, investment company as defined in 
the Investment Company Act of 1940, small business investment company as defined 
in the Small Business Investment Act of 1958, as amended, an "accredited investor" (as 
that term is defined in Rule 501(a)(l)-(4), (7) and (8) promulgated by the SEC under 
the Securities Act of 1933, as amended (" 1933 Act"), as made effective in SEC Release 
Number 33-63 89, as amended in Release Numbers 33-6437, 33 -6663, 33-6758, and 
33-6825), excluding, however, any self-directed employee benefit plan with investment 
decisions made solely by persons that are "accredited investors" as defined in 
Rule 501(a)(5)-(6), any "qualified institutional buyer" (as that term is defined in 
Rule 144(A)(1) promulgated by the SEC under the1 1933 Act, as made effective in SEC 
Release Number 33-6862 and amended in SEC Release Number 33-6963), any 
corporation, partnership, trust, estate, or other entity (excluding individuals) having net 
worth of not less than $5 million or a wholly-owned subsidiary of such entity (as long 
as the entity was not formed for the purpose of acquiring the Bonds), provided in all the 
above instances that such institution is acting for its own account or as a bona fide 
trustee of a trust organized and existing other than for the purpose of acquiring the 
Bonds. 

US Virgin Islands(7) Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposits or exercising fiduciary powers similar to those 
permitted to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the US Virgin Islands Uniform Securities 
Act of 2005; a receiver, conservator, or other liquidating agent of any of the 
foregoing; a savings institution, trust company, credit union, or similar institution 
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organized or chartered under the laws of a state or of the United States, authorized to 
receive deposits, and supervised and examined by an official or agency of a state or 
the United States whose deposits or share accounts are insured to the maximum 
amount authorized by statute by the Federal Deposit Insurance Corporation, the 
National Credit Union Share Insurance Fund, or a successor authorized by federal 
law (other than a Morris Plan bank or an industrial loan company); an international 
financial institution of which the United States is a member and whose securities are 
exempt from registration under the Securities Act of 1933; an insurance company or 
separate account of an insurance company; an investment company; an employee 
pension, profit-sharing, or benefit plan if the plan has total assets in excess of 
$10,000,000 or its investment decisions are made by a named fiduciary, as defined in 
ERISA, that is a broker-dealer registered under the Securities Exchange Act of 1934, 
an investment adviser registered or exempt from registration under the Investment 
Advisers Act of 1940, an investment adviser registered under the US Virgin Islands 
Uniform Securities Act of 2005, a depository institution, or an insurance company; a 
plan established and maintained by a state, a political subdivision of a state, or an 
agency or instrumentality of a state or a political subdivision of a state for the benefit 
of its employees, if the plan has total assets in excess of $10,000,000 or its 
investment decisions are made by a duly designated public official or by a named 
fiduciary, as defined in ERISA, that is a broker-dealer registered under the Securities 
Exchange Act of 1934, an investment adviser registered or exempt from registration 
under the Investment Advisers Act of 1940, an investment adviser registered under 
the US Virgin Islands Uniform Securities Act of 2005, a depository institution, or an 
insurance company; a trust with total assets in excess of $10,000,000, if its trustee is 
a depository institution, and its participants are exclusively employee pension, profit- 
sharing, or benefit or governmental plans described above regardless of the size of 
their assets, except a trust that includes as participants self-directed individual 
retirement accounts or similar self-directed plans; an organization described in 
Section 501 (c)(3) of the Internal Revenue Code, corporation, Massachusetts trust or 
similar business trust, limited liability company, or partnership, not formed for the 
specific purpose of acquiring the Bonds, with total assets in excess of $10,000,000; a 
small business investment company licensed by the Small Business Administration 
under Section 301(c) of the Small Business Investment Act of 1958 with total assets 
in excess of $10,000,000; a private business development cpmpany as defined in 
Section 202(a)(22) of the Investment Advisers Act of 1940 with total assets in excess 
of $10,000,000; a person registered under the Investment Advisers Act of 1940 
acting for its own account; a "qualified institutional buyer" as defined in Rule 
144A(a)(l), other than Rule 144A(a)(l)(H), adopted under the Securities Act; a 
"major U.S. institutional investor" as defined in Rule 15a-6(b)(4)(i) adopted under 
the Securities Exchange Act of 1934; or any other person, other than an individual, of 
institutional character with total assets in excess of $10,000,000 not organized for the 
specific purpose of evading the US Virgin Islands Uniform Securities Act of 2005. 

Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; whether the purchaser is acting for 
itself or as a trustee. 
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Vermont(7) Any banking institution organized under the laws of the United States, member bank 
of the Federal Reserve System, or any other banking institution doing business under 
the laws of a state or of the United States, a substantial portion of the business of 
which consists of receiving deposits or exercising fiduciary powers similar to those 
permitted to be exercised by national banks under the authority of the Comptroller of 
the Currency pursuant to Section 1 of Public Law 87-722, and which is supervised 
and examined by a state or federal agency having supervision over banks, and which 
is not operated for the purpose of evading the Vermont Uniform Securities Act 
(2002); a receiver, conservator, or other liquidating agent of any of the foregoing; a 
savings institution, trust company, credit union, or similar institution organized or 

\ chartered under the laws of a state or of the United States, authorized to receive 
deposits, and supervised and examined by an official or agency of a state or the 
United States whose deposits or share accounts are insured to the maximum amount 
authorized by statute by the Federal Deposit Insurance Corporation, the National 
Credit Union Share Insurance Fund, or a successor authorized by federal law (other 
than a Morris Plan bank or an industrial loan company); an international financial 
institution of which the United States is a member and whose securities are exempt 
from registration under the Securities Act of 1933; an insurance company or separate 
account of an insurance company; an investment company; an employee pension, 
profit-sharing, or benefit plan if the plan has total assets in excess of $10,000,000 or 
its investment decisions are made by a named fiduciary, as defined in ERISA, that is 
a broker-dealer registered under the Securities Exchange Act of 1934, an investment 
adviser registeied or exempt from registration under the Investment Advisers Act of 
1940, an investment adviser registered under the Vermont Uniform Securities Act 
(2002), a depository institution, or an insurance company; a plan established and 
maintained by a state, a political subdivision - o f  a state, or an agency or 
instrumentality of a state or a political subdivision of a state for the benefit of its 
employees, if the plan has total assets in excess of $10,000,000 or its investment 
decisions are made by a duly designated public official or by a named fiduciary, as 
defined in ERISA, that is a broker-dealer registered under the Securities Exchange 
Act of 1934, an investment adviser registered or exempt from registration under the 
Investment Advisers Act of 1940, an investment adviser registered under the 
Vermont Uniform Securities Act (2002), a depository institution, or an insurance 
company; a trust (except a trust that includes as participants self-directed individual 
retirement accounts or similar self-directed plans) with total assets in excess of 
$10,000,000 if its trustee is a depository institution, and its participants are 
exclusively employee pension, profit-sharing, or benefit or governmental plans 
described above regardless of the size of their assets; an organization described in 
Section 501(c)(3) of the Internal Revenue Code, corporation, Massachusetts trust or 
similar business trust, limited liability company, or partnership, not formed for the 
specific purpose of acquiring the Bonds, with total assets in excess of $10,000,000; a 
small business investment company licensed under Section 301(c) of the Small 
Business Investment Act of 1958 with total assets in excess of $10,000,000; a private 
business development company as defined in Section 202(a)(22) of the Investment 
Advisers Act of 1940 with total assets in excess of $10,000,000; a person registered 
under the Investment Advisers Act of 1940 acting for its own account; a qualified 
institutional buyer as defined in Rule 144A(a)(l), other than Rule 144A(a)(l)(H), 
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adopted under the Securities Act of 1933; a "major U.S. institutional investor" as 
defined in Rule 15a-6(b)(4)(i) adopted under the Securities Exchange Act of 1934; or 
any other person, other than an individual, of institutional character with total assets 
in excess of $10,000,000 not organized for the specific purpose of evading the 
Vermont Uniform Securities Act (2002). 

Virginia Any corporation, investment company, or pension or profit-sharing trust. 

Washington Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer, which includes: (a) a corporation, 
business trust, or partnership, or a wholly-owned subsidiary of such an entity, which 
has been operating for at least 12 months and which has a net worth on a consolidated 
basis of at least $10,000,000 as determined by the entity's most recent audited financial 
statements, such statements to be dated within 16 months of the transaction in the 
securities offered; (b) any entity which has been granted exempt status under Section 
501(c)(3) of the Internal Revenue Code of 1986 and which has a total endowment or 
trust finds of $5,000,000 or more according to its most recent audited financial , 

statements, such statements to be dated within 16 months of the transaction in the 
securities offered; (c) any wholly-owned subsidiary of a bank, savings institution, 
insurance company, or investment company as defined in the Investment Company Act 
of 1940; or (d) any Qualified Institutional Buyer as defined in, and pursuant to, Rule 
144A of the Securities and Exchange Commission; excluding, however, in each of the 
above cases, a natural person, individual retirement account (IRA), Keogh account, or 
other self-directed pension plan; whether the purchaser is acting for itself or in some 
fiduciary capacity. 

West Virginia(1) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; whether the purchaser is acting for 
itself or as a trustee. 

Wisconsin(l9) Any bank, savings bank, savings institution, credit union, trust company, insurer, 
investment adviser, or savings and loan association (if the purchaser is acting for itself 
or as trustee with investment control), an investment company as defined under 15 
USC 80a-3 or a pension or profit-sharing trust (provided the trust is administered by 
any of the above institutions that have investment control), the State of Wisconsin or 
any agency or political subdivision thereof, the federal government or any agency or 
instrumentality thereof, or other financial institution or institutional investor designated 
by rule or order of the Commissioner, including any endowment or trust fund of a 
charitable organization specified in Section 170(b)(l)(A) of the Internal Revenue Code, 
any issuer which has any class of securities registered under Section 12 of the 
Securities Exchange Act of 1934, and any wholly-owned subsidiary thereof, any 
venture capital company which either: (i) operates a small business investment 
company licensed under the Small Business Investment Act of 1958, as amended 15 
USC sec. 631, or (ii) is a corporation, partnership or association whose net assets 
exceed $1,000,000 and either: (a) whose principal purpose as stated in its articles, 
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by-laws or other organizational instruments is investing in securities or (b) whose 
primary business is investing in developmental stage companies or "eligible small 
business companies" as defined in the regulations of the Small Business Administration 
at 13 CFR 108.2., any "Qualified Institutional Buyer" as defined and listed in 

,230.144A under the Securities Act of 1933, as amended inclusive to October 22, 1992, 
whether acting for its own account or the accounts of other qualified institutional 
buyers that in the aggregate owns and invests on a discretionary basis at least $100 
million in securities of issuers that are not affiliated with the Qualified Institutional 
Buyer, any entity, all of the equity owners of which are hstitutional investors as 
described herein, acting for its own account or the accounts of other institutional 
investors, or any "accredited investor" as defined and listed in Sec. 230.501(a)(l), (2), 
(3) or (7) of Regulation D under Sections 4(2) and 3(b) of the Securities Act of 1933. 

Wyoming(8) Any bank, savings institution, trust company, insurance company, investment company 
as defined in the Investment Company Act of 1940, pension or profit-sharing trust, or 
other financial institution or institutional buyer; .whether the purchaser is acting for 
itself or as a trustee. 

(1) Provided the offeror or seller is a registered or licensed broker or dealer in this jurisdiction, or has no 
place of business in this jurisdiction and effects transactions in this jurisdiction exclusively with or 
through registered or licensed brokers or dealers or these specified institutions. . 

(2) Provided the offeror or seller is a licensed broker-dealer in California, or has no place of business in 
California and is registered as a broker-dealer under the Securities Exchange Act of 1934, has not had 
any certificate denied or revoked under the California Corporate Securities Law of 1968 or any 
predecessor statute, and directs offers to sell or buy into California exclusively with licensed 
broker-dealers or these specified institutions. 

(3) Provided offeror or seller is a registered or licensed broker-dealer in Colorado, or has no place of 
business in Colorado and is registered as a broker-dealer under the Securities Exchange Act of 1934 and 
transacts business exclusively with (a) other broker-dealers licensed or exempt therefrom in Colorado 
(except when the broker-dealer is acting as a clearing broker-dealer for such other broker-dealers), 
(b) individuals who are existing customers of the broker-dealer and whose principal place of residence is 
not Colorado, (c) these specified financial or institutional investors, and (d) no more than five other 
persons in any 12 consecutive months. 

(4) Provided the offeror or seller is a registered or licensed broker or dealer in Delaware, or has no place of 
business in Delaware and effects transactions in Delaware exclusively with or through registered or 
licensed brokers or dealers or these specified institutions. If the offeror or seller is a registered 
broker-dealer in Delaware, offers or sales of the Bonds may also be made to: 

(a) an "accredited investor" as defined in SEC Rule 501(a)(l)-(4), (7) and (8), 17 C.F.R. 
§230.501(a)(l)-(4), (7), (8), excluding, however, any self-directed employee benefit plan with 
investment decisions made solely by persons that are "accredited investors" as defined in Rule 
501 (a)(5)-(6); 

OHS East: 160468330.1 
43002- 20 



O R R I C K  

(b) any "qualified institutional buyer" as that term is defined in SEC Rule 144A(a)(l), 17 
C.F.R. §230.144A(a)(l); and 

(c) a corporation, partnership, trust, estate, or other entity (excluding individuals) having a net 
worth of not less than $5 million or a wholly-owned subsidiary of such entity, as long as the entity 
was not formed for the purpose of acquiring the specific securities. 

( 5 )  Provided the offeror or seller is a registered or licensed broker-dealer in the District of Columbia, or 
has no place of business in the District of Columbia and effects transactions in the District of 
Columbia exclusively with or through registered or licensed brokers-dealers or these specified 
institutions. If the offeror or seller is a registered broker-dealer in the District of Columbia, offers or 
sales of the Bonds may also be made to the following financial or institutional investors: 

(a) an employee pension, profit-sharing or benefit plan, provided the plan has total assets in 
excess of $5,000,000, or the investment decisions are made by a named fiduciary, as defined in the 
Employee Retirement Income Security Act of 1974, that is either a broker-dealer registered under the 
Securities Exchange Act of 1934, an investment adviser registered or exempt from registration under 
the Investment Advisers Act of 1940, a depository institution or an insurance company; 

(b) a business development company as defined by the Investment Company Act of 1940; 

(c) a "qualified institutional buyer" as defined in SEC Rule 144A, C.F.R. tj230.144A; 

(d) an accredited investor as defined in SEC Rule 50 1 (a), 17 C.F.R. §230.501(a); and 

(e) a limited liability company with net assets of at least $500,000. 

(6) Provided the offeror or seller is a registered broker-dealer in Hawaii, or has no place of business in 
this jurisdiction and effects transactions in this jurisdiction exclusively with or through registered 
broker-dealers or these institutions. In addition, if the offeror or seller is a registered broker-dealer in 
Hawaii, offers and sales of the Bonds may also be made to any organization within the scope of 
Section 501(c)(3) of the Internal Revenue Code of 1956, as amended. 

(7) Provided the offeror or seller is registered as a broker-dealer in this state, or has no place of business in 
this state and effects transactions in this state exclusively with or through other broker-dealers registered 
or not required to be registered in this state, or the specified institutions, other than an investment adviser 
that is not registered under the Investment Advisers Act of 1940, is affiliated with the offeror or seller, or 
which has investments under management of less than $100,000,000 acting for the account of others 
pursuant to discretionary authority in a signed record. 

(8) Provided the offeror or seller is a registered broker-dealer in this jurisdiction, or has no place of business 
in this jurisdiction and effects transactions in this jurisdiction exclusively with or through registered 
broker-dealers or these institutions. In addition, if the offeror or seller. is a registered broker-dealer, 
offers and sales in this jurisdiction may also be made to Qualified Institutional Buyers as defined in Rule 
144A of the Securities and Exchange Commission. 

(9) Provided the offeror or seller is a registered or licensed broker-dealer in Maryland, or has no place of 
business in Maryland and effects transactions in Maryland exclusively with or through registered or 
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licensed broker-dealers or these specified institutions. If the offeror or seller is a Maryland registered 
broker-dealer, offers and sales may also be made to an employee benefit plan with assets of not less than 
$1,000,000, a governmental instrumentality or agency, and to an investment adviser with assets under 
management of not less than $1,000,000, whether acting for itself or as a trustee or a fiduciary with 
investment control, a Qualified Institutional Buyer as defined in Rule 144A of the Securities and 
Exchange Commission, and persons defined as "accredited investors" pursuant to Rule 501(a)(l)-(3), (7) 
and (8) of Federal Regulation D. 

(10) Provided the offeror or seller is a licensed broker-dealer in Nevada, or has no place of business in 
Nevada, is registered as a broker-dealer under the Securities Exchange Act of 1934, or is exempt from 
such registration, and (a) effects transactions in Nevada exclusively with other broker-dealers licensed or 
exempt from licensing in Nevada, or these specified institutions, or (b) is licensed under the securities 
laws of the jurisdiction in which it maintains a place of business and (i) offers and sells in Nevada to a 
person who is an existing customer of the broker-dealer and whose principal place of residence is not in 
Nevada, or (ii) during any 12 consecutive months does not effect transactions with more than five 
persons in Nevada in addition to the issuers of securities involved in the transactions, financial or 
institutional investors or broker-dealers, whether or not the offeror or an offeree is then present in 
Nevada. 

(1 1) Provided the offeror or seller is a registered or licensed broker or dealer in New Hampshire, or has no 
place of business in New Hampshire and effects transactions in New Hampshire exclusively with or 
through registered or licensed brokers or dealers or these specified institutions. If the offeror or seller is 
a registered broker-dealer in New Hampshire, offers or sales of the Bonds may also be made to a venture 
capital company which operates a small business investment company under the Small Business 
Investment Act of 1958, in addition to the specified persons and institutions. 

(12) Provided the offeror or seller is a registered or licensed broker or dealer in New Jersey or effects 
transactions in New Jersey exclusively with or through registered or licensed brokers or dealers or these 
specified institutions. 

(13) Provided the offeror or seller is a licensed broker-dealer in New Mexico, or has no place of business in 
New Mexico, is registered as a broker-dealer under the Securities Exchange Act of 1934 and effects 
transactions in New Mexico exclusively with other broker-dealers licensed or exempt under the New 
Mexico Securities Act of 1986 or these specified institutions. 

(14) We will make the requisite filing. Provided the offeror or seller is a registered or licensed broker or 
dealer in New York. 

(15) Provided the offeror or seller is registered as a dealer in North Carolina, or has no place of business in 
North Carolina and effects transactions in North Carolina exclusively with or through other registered 
dealers or these specified institutions. If the offeror or seller is a North Carolina registered dealer, offers 
and sales of the Bonds may also be made to any corporation which has a net worth in excess of 
$1,000,000 as determined by generally accepted accounting principles, in addition to the specified 
persons and institutions. 

(1 6) Provided the offeror or seller is a registered or licensed broker or dealer in Ohio. 
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(1 7) Provided the offeror or seller is a registered broker-dealer in Rhode Island, or has no place of business in 
Rhode Island, is registered or exempt from registration as a broker-dealer under the Securities Exchange 
Act of 1934, and (a) effects transactions exclusively with other licensed or exempt broker-dealers or 
these specified institutions, or @) is a registered broker-dealer in the state where it maintains a place of 
business and sells to persons in Rhode Island that are existing customers of the broker-dealer and whose 
principal place of residence is not Rhode Island. In addition, if the offeror or seller is a registered 
broker-dealer, offers and sales may also be made to Qualified Institutional Buyers as defined in Rule 
144A of the Securities and Exchange Commission. 

(18) Provided the offeror or seller is a registered broker-dealer in Tennessee, or has no place of business in 
Tennessee, is registered as a broker-dealer with the Securities and Exchange Commission or the 
Financial Industry Regulatory Authority, Inc. and effects transactions in Tennessee exclusively with or 
through other brokers-dealers or these specified institutions. 

(19) Provided the offeror or seller is a registered broker-dealer in Wisconsin or effects transactions in 
Wisconsin exclusively for the account of or exclusively in offers to sell or sales to brokers or dealers or 
these specified institutions. 
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All the infornlation which the Modesto Public Financing ~uihority and the City of Modesto intend to 
present investors regarding the City and the Bonds is contained in this Official Statement. While the City'n~aintains 
an internet website for various purposes, none of the information on that website is intended to assist investors in 
making any investment decision, or to provide any continuing information, with respect to the Bonds or any other 
obligations of the City. Moreover, none of the information on the website is incorporated herein by reference. No 
dealer, broker, salesperson or other person has been authorized by the Authority, the City, the Bank or the 
Underwriter to give any information or to make any representations other than those contained in this Official 
Statement in  connection with the offering made hereby and, if given or made, such other information or 
representations must not be relied upon as having been authorized by the Authority, the City, the Bank or the 
Underwriter. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor 
shall there be any sale of the Bonds by a person in any jurisdiction in which it is unlawful for such person to make 
such an offer, solicitation or sale. 

This Official Statement is not to be construed as a contract with the purchasers of the Bonds. Statements 
contained in this Official Statement which involve estimates, forecasts or matters of opinion, whether or not 
expressly so described herein, are intended solely as such and are not to be construed as a representation of facts. 

The infornlation set forth herein has been obtained from sources which are believed to be reliable, but it is 
not guaranteed as to accuracy or completeness. The information and expression of opinions herein are subject to 
change without notice and neither delive~y of this Official Statement nor any sale made hereunder shall, under any 
circun~stances, create any implication that there has been no change in the affairs of the City or the Bank since the 
dale hereof. All summaries of documents contained herein are made subject to the provisions of such docun~ents 
and do not purport to be complete statements of any or all such provisions. 

The Underwriter has provided the following sentence for inclusion in this Official Stalement: 

The Unc/er~v~.i[er has reviewed the information in this Official Stnfenieni in accol.dance wi/k, a17d m par/ of; 
i c  re.spon.sibilitie.s to investors under the.feder.al securities Imvs as applied to [he.facts a17d circz~ms[unces of [his 
tran.saction, buf [he Undenvriter does no1 guarantee the uccurucy or cotnpketeness of such infor.mation. 

CA UTIONAR Y INFORMA TION REGARDING FOR WARD-LOOKING STA TEMENTS IN 
THIS OFFICIAL STA TEMENT 

Certain statements included or incorporated by reference in this Official Statenlent constitute 
"Folward-Looking Statements" within the meaning of the United States Private Securities Litigation Reform Act of 
1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section 27A of the 
United States Securities Act of 1933, as amended. Such statements are generally identifiable by the terminology 
used, such as "plan," "expect," "estimate," "budget" and other similar words and include, but are not limited to, 
statements that describe possible future revenues and expenses of the City. 

The achievement of certain results or other expectations contained in such fotward-looking statements 
involves known and unknown risks, uncertainties and other factors which may cause actual results, pcrfortnance or 
achievements described to be nlaterially different from any future results, performance or achievements expressed or 
implied by such forward-looking statements. The City does not plan to issue any updates or revisions to those 
forward-looking statements if or when its expectations or events, conditions or circumstances on which statements 
are based change. 

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS 
AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT. THE BONDS HAVE NOT 
BEEN REGISTERED OR QUALIFIED UNDER TI-IE SECURITIES LAWS OF ANY STATE. 
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MODEST0 PUBLIC FINANCING AUTHORITY 

LEASE REVENUE REFUNDING BONDS 
SERTES 2008 

INTRODUCTION 

The purpose of this Official Statement, which includes the cover page and appendices hereto, 
is to set forth certain information concerning the offering by the Modesto Public Financing Authority 
(the "Authority") of its Lease Revenue Refunding Bonds, Series 2008 (the "Bonds"). This 
Introduction is qualified in its entirety by reference to the more detailed information included and 
referred to elsewhere in this Official Statement. The offering of the Bonds to potential investors is 
made only by means of,the entire Official Statement. Descriptions and summaries of various 
documents set forth herein do not purport to be comprehensive or definitive, and references made to 
each such document for complete details of all terms and conditions thereof. Terms used in this 
Introduction and not otherwise defined shall have the respective meanings assigned to them 
elsewhere in this Official Statement. See AppendixA - "SUMMARY OF CERTAIN 
PROVISIONS OF THE LEGAL DOCUMENTS - Definitions." 

General 

The Bonds are being issued by the Authority in order to provide funds to (i) refund certain 
bonds previously issued by the Authority, (ii) ft~nd the Reserve Fund for the Bonds and (iii) pay the 
costs of issuance of tlie Bonds, as more fully described herein. See "THE REFUNDING PLAN" and 
"ESTIMATED SOURCES AND USES OF FUNDS." 

The Authority previously issued its Lease Revenue Bonds, Series 1998 (Capital 
Improvements and Ref~~nding Project) (the "Series 1998 Bonds") and its Lease Revenue Refunding 
and Capital Impsoven~ent Bonds, Series 2007 (the "Series 2007 Bonds" and, together with the Series 
1998 Bonds, the "Prior Bonds") in order to assist in the financing of certain public capital 
improvements in the City of Modesto, California (the "City"). The Bonds are being issued for the 
purposes, among others, of refiniding all of the Prior Bonds. See "TI-IE REFlJNDlNG PLAN." 

111 connectio~i with the issuance of the Bonds, each of (i) the City, (ii) the Redevelopment 
Agency of the City of Modesto (the "Redevelopment Agency") and (iii) the City-County Capital 
Improvements and Financing Agency (the "City-County JPA") will lease its respective interest in 
certain real property, facilities andlor improvements to the Authority pursuant to separate leases 
(collectively, tlie "Facility Leases"), each dated as of August 1, 2008. The Authority in turn will 
lease such real property, facilities andlor improvements (collectively, the "Leased Property"), to the 
City pursuant to the terms of a Lease Agreement, dated as of August 1, 2008, by and between the 
Authority and the City (the "Lease Agreement"). The City is required pursuant to tlie Lease 
Agreement to make payments in consideration of the use and possession of the Leased Property (the 
"Base Rental Payments"). The Base Rental Payments are designed to be sufficient in both time and 
amount to pay, when due, the principal of and interest on the Bonds and amounts due with respect to 
Related Obligations (as hereinafter defined). 

P~.elrmma~)~, subject to clronge 



Authority for Issuance 

The Bonds are being issued pursuant to the Marks-Roos Local Bond Pooling Act of 1985 
(Article 4, commencing with Section 6584, of Chapter 5, Division 7, Title 1 of the California 
Government Code), as amended from time to time (the "Bond Law"), resolutions adopted by the 
governing board of the Authority and the City Council of the City, and an Indenture, dated as of 
August 1 ,  2008 (the "Indenture"), by and between the Authority and The Bank of New York Mellon 
Trust Company, N.A., as trustee (the "Trustee"). 

The Bonds 

The Bonds will be dated the date on which they are issued and will mature on September I ,  
2033 (the "Maturity Date"), subject to redemption prior thereto. See "THE BONDS - 
Redemption." The Bonds will be initially issued in the Weekly Mode, and interest on the Bonds in 
the Weekly Mode will accrue at the Weekly Rate. In general, the Weekly Rate is the rate of interest 
per annum determined by Banc of America Securities LLC, as Remarketing Agent (the 
"Remarketing Agent"), on and as of the applicable Rate Determination Date to be the minimum rate 
of interest which would result in the sale of the Bonds at a price equal to 100% of the principal 
amount thereof. Such interest is payable on the first Business Day of each month. Sec "THE 
BONDS." The Bonds are subject to conversion to a different interest rate mode pursuant to the 
Indenture. T/ii,r Qfiiciul Statement describes the Bonds only while they are in the Weekly Mode. 

While the Bonds are in the Weekly Mode, they are subject to optional and mandatory tender 
for purchase under the circumstances described herein. See "THE BONDS - Optional Tender," 
"- Mandatory Tender for Purchaser upon Change of Mode" and "- Other Mandatory Tenders." 

Security and Sources of Payment for the Bonds 

The Bonds are special limited obligations of the Authority payable solely from and secured 
solely by the Revenues (as hereinafter defined) pledged therefor in the Indenture. The Revenues 
consist primarily of: (i) Base Rental Payments payable by the City, as lessee, to the Authority, as 
lessor, for the use and possession of the Leased Property; (ii) all interest or other income from any 
investment of any Inoney in any fund or account (other than the Rebate Fund) established pursuant to 
the lndenture or the Lease Agreement; (iii) the Swap Revenues (as defined in the Indenture) and 
(iv) any additional security provided for a Series of Bonds in a Supplemental Indenture. 

The Leased Property consists of the following, each of which is a "Leased Unit" under the 
Lease Agreement: (i) the Redevelopment Agency's parking garage (the "Public Parking Garage"), 
which is located at the corner of 1 l th and K Streets and which contains approximately 700 parking 
spaces in a five story structure, (ii) the City's one-half interest in the City-County JPA's 
administration building (the "City-County Administration Building"), which is located on 10th Street 
and which consists of a seven story structure a portion of which is owned by the Redevelopment 
Agency and the remainder of which is owned by the City-County JPA, (iii) the City's police 
headquarters building and police operations building (collectively, the "Police Facilities"), an 
approximately 40,000 square foot structure which is occupied by the City's Police Department, 
(iv) certain miscellaneous City properties consisting of Fire Station Nos. 3, 5, 6, 7, 9 and 11 ,  the 

, Senior Citizen Center, Parking Lot No. 25, and the Corporation Yard (collectively, the 
"Miscellaneous Properties") and (v) the City's one-half undivided interest in the Communications 
Dispatch center (the "Communications Dispatch Center"), which is located on Oakdale Road in the 



City. The Lease Agreement permits real property to be added or substituted in place of any of the 
foregoing under the circumstances described therein. See APPENDIX A - "SUMMARY OF 
CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS - THE LEASE AGREEMENT - 
Removal or Substitution of Leased Property." 

Pursuant to the ternis of the Lease Agreement, tlie City is required to make tlie Base Rental 
Payments from any source of legally available fi~nds in each year in which tlie City has use and 
possession of the Leased Property. The Base Rental Payments are designed to be sufficient in both 

. time and amount to pay, when due, (i) the principal of and interest on the Bonds and (ii) the 
Authority's Related Obligations (as defined in the Lease Agreement), including tlie Regular Swap 
Payments (as defined in the Indenture). Pursuant to the Lease Agreement, the City is also required to 
pay certain additional amounts (collectively, the "Additional Payments"), which include, among 
other things, all costs and expenses incurred by the Authority in connection witli tlie execution, 
performance or enforcement of the Lease Agreement or any pledge of Base Rental Payments payable 
under the Lease Agreement, the Indenture, the Credit Facility, the Authority's interest and the lease 
of the Leased Property to the City, including but not limited to payment of all fees, costs and 
expenses and all adlilillistrative costs of the Authority related to the Bonds, the Related Obligations 
(as defined in the Lease Agreement), the Leased Property, including, among other things, all fees and 
expenses of the Bank of America, N.A., including all fees payable pursuant to the Reimbursement 
Agreement (as hereinafter defined). See APPENDIX A - "SUMMARY OF CERTAIN 
PROVISIONS OF THE LEGAL DOCUMENTS - THE LEASE AGREEMENT - Additional 
Payments." The City has covenanted in the Lease Agreement to take such action as may be 
necessary to include the Base Rental Payments and Additional Payments in its annual budget and has 
further covenanted to liiake the necessary appropriations for all such Base Rental Payments and 
Additional Payments. 

The amount of Base Rental Payments which the City is obligated to pay under the Lease 
Agreement is subject to abatement during any period in which, by reason of any damage or 
destruction (other than by condemnation), there is substantial interference with the City's use and 
occupancy of the Leased Property or any component thereof. Such adjustment or abatement will end 
witli the substantial completion of the work of repair or reconstruction of the Leased Property or the 
affected portion thereof. The Base Rental Payments will not be abated to the extent that moneys held 
by the Trustee under the Indenture that are to,be credited toward the payment of the Base Rental 
Payments are available, the City having determined that such moneys constitute special funds for 
payment of the Base Rental Payments. See "SECURITY AND SOURCES OF PAYMENT FOR 
THE BONDS - Abatement." 

The obligation of the City to pay the Base Rental Payments does not constitute either (a) an 
obligation for which the City is obligated to pledge any form of taxation or for which the City has 
pledged any for111 of taxation or (b) indebtedness within the meaning of any constitutional or 
statutory debt limitation or restriction. 

The City has assumed responsibility under the Lease Agreement for the operation, 
maintenance and repair of the Leased Property; and it is required to maintain, or cause to be 
maintained, insurance against loss or damage to any structures constituting any part of the Leased 

1 Property by fire and lightning, with extended coverage insurance, vandalislii and malicious mischief 
insurance and sprinkler system leakage insurance, all subject to exceptions, exclusions and 
deductibles as set forth in tlie Lease Agreement. See "SECURITY AND SOURCES OF PAYMENT 
FOR THE BONDS - Property Insurance." Information with respect to the City is included in 



Appendix B - "CERTAIN INFORMATION REGARDING THE CITY" and Appendix C - "THE 
CITY'S AUDITED FINANCIAL STATEMENTS FOR FISCAL YEAR 2006-07." 

Credit Facility 

Principal of and interest on the Bonds will be paid from draws on the irrevocable, direct-pay 
Letter of Credit, dated as of the Date of Issuance (the "Credit Facility"), issued by Bank of America, 
N.A. (tlie "Bank") pursuant to a Reimbursement Agreement dated as of August 1, 2008 and 
described below (the "Reimbursement Agreement"). Such draws are to be repaid to the Bank by the 
City pursuant to the terms of the Reimburseme~~t Agreement. The purchase price on the Bonds 
tendered for purchase as described under the caption "THE BONDS - Optional Tender" and not 
remarketed is also to be paid from draws on the Credit Facility, sub.ject to the terms of the 
Reimbursement Agreement. The Credit Facility and Reimbursement Agreement will expire on 
August 1, 201 1 ~ ~ n l e s s  terminated sooner or extended. 

Swap Agreement 

In connection with the issuance of the Series 2007 Bonds, the Authority entered into an 
interest rate swap agreement in the form of an lSDA Master Agreement (Local Currency - Single 
Jurisdiction), the U.S. Municipal Counterparty Schedule thereto, a Credit Support Annex and a 
Confirmation, each dated as of and entered into on April 11, 2007 (collectively, the "2007 Swap 
Agreement"), with Bank of America, N.A. (the "Swap Provider"). In connection with the issuance 
of the Bonds, the City and the Swap Provider will amend and restate in its entirety the 2007 Swap 
Agreement (as so amended and restated, the "2008 Swap Agreement"). The 2008 Swap Agreement 
is scheduled to expire on tlie Maturity Date of the Bonds; and the notional amount of the 2008 Swap 
Agreement is scheduled to be reduced on the same dates and in the same amounts as the principal of 
the Bonds is scheduled to be reduced. Pursuant to the 2008 Swap Agreement, the City will be 
required to make periodic payments to the Swap Provider calculated on the basis of a fixed rate of 
interest on an initial notional amount equal to the principal amount of the Bonds. In return, the Swap 
Provider will be required to make periodic payments to the City calculated on the basis of a variable 
rate of interest equal to a percentage of LIBOR on the same notional amount. The amounts payable 
by each party pursuant to the 2008 Swap Agreement are netted against the payments to be received 
by such party thereunder. ~ h e ' ~ u t h o r i t ~ ' s  obligation under the 2008 Swap Agreement to make 
scheduled payments is a Parity Obligation. See "SECURITY AND SOURCES OF PAYMENT FOR 
TH-E BONDS - 2008 Swap Agreement." 

Bank of America, N.A., the Swap Provider and Credit Facility Provider, and Banc of 
America Securities LLC, the Underwriter and Remarketing Agent, are affiliates, both being 
subsidiaries of the Bank of America Corporation. 

The City - 

The City, which has an estimated population of over 209,000 as of January 1, 2008, is the 
county seat of Stanislaus County and was incorporated in 1884. It includes an area of approximately 
36 square miles. The City operates under a council-manager form of government pursuant to a 
charter adopted in 1963. The City is located in central Califoniia, approximately 93 miles east of San 
Francisco. See Appendix B - "CERTAIN INFORMATION REGARDING THE CITY." 



The Authority 

The Authority was established pursuant to the provisions of Sections 6500 et seq. of the 
California Government Code and a Joint Exercise of Powers Agreement, dated as of 
December 1, 1989, by and between the City and the Industrial Development Authority of the City of 
Modesto. The Authority was established for the purpose of financing the acquisition, construction, 
improvement and equipping of public capital improven~ents. The governing board of the Authority 
consists of the City Council of the City. 

Tax Matters 

For a description of the tax treatment of interest on the Bonds, see "TAX MATTERS" and 
the proposed form of the opinion of Sidley Austin I,I,P, Bond Counsel, set forth in Appendix D. 

No Continuing Disclosure 

While they are in the Weekly Mode, tlie Bonds are exempt from the continuing disclosure 
requirements of Rule 15~2-12 under the Securities Exchange Act of 1934, as amended. 

Disclosure of Identity of Purchasers 

Any person who purchases a beneficial interest in a Bond in connection with the initial 
offering thereof agrees that the Underwriter of the Bonds may disclose such person's identity to the 
City and the Authority unless such person advises his or her sales representative otherwise. 

Other Matters 

This Official Statement speaks only as of its date, and the information and expressions of 
opinion contained herein are subject to change without notice. Neither delivery of this Official 
Statement nor any sale of Bonds made hereunder shall, under any circumstances, create any 
implication that there has been no change in the affairs of the Authority or the City since the date 
hereof. This Official Statement, including any supplement or amendment hereto, is intended to be 
deposited with one or more repositories. 

THE REFUNDING PLAN 

A portion of the Bond proceeds, together with certain funds made available through tlle 
defeasance of the Series 1998 Bonds, will be deposited in trust with The Bank of New York Mellon 
Trust Company, N.A., formerly known as The Bank of New York Trust Company, N.A. (the "1 998 
Escrow Agent"), pursuant to the 1998 Escrow Agreement, dated the date of closing with respect to 
the Bonds, by and between the Authority and the 1998 Escrow Agent (the "1998 Escrow 
Agreement"). The fitnds so deposited with the I998 Escrow Agent will be applied to the purchase of 
Federal Securities (as defined in the 1998 Escrow Agreement) (the "1998 Escrow Securities") or held 
in cash, as provided in the 1998 Escrow Agreement. The 1998 Escrow Securities, together with 
interest thereon, and such cash are calculated to be sufficient to pay the principal of and interest on 
the Series 1998 Bonds coming due through September 29, 2008 and to pay the ~ d d e m ~ t i o n  Price of 
the Series 1998 Bonds on said date. The accuracy of the aforesaid calculations will be verified by 
Grant Thornton, LLP, Minneapolis, Minnesota (the "Verification Agent"). See "VERIFICATION 
OF MATH-EMATICAL ACCURACY." 



Another portion of the Bond proceeds, together with certain funds made available through tlie 
defeasance of the Series 2007 Bonds, will be deposited in trust with The Bank of New York Mellon 
Trust Company, N.A., formerly known as The Bank of New York Trust Company, N.A. (the "2007 
Escrow Agent"), pursuant to the 2007 Escrow Agreement, dated the date of closing with respect to 
the Bonds, by and between the Authority and the 2007 Escrow Agent (the "2007 Escrow 
Agreement"). The finds so deposited with the 2007 Escrow Agent will be applied to the purchase of 
Federal Securities (as defined in the 2007 Escrow Agreement) (the "2007 Escrow Securities") or held 
in cash, as provided in the 2007 Escrow Agreement. The 2007 Escrow Securities, together with 
interest thereon, and such cash are calculated to be sufficient to pay the principal of and interest on 
the Series 2007 Bonds coming due through September 3, 2008 and to pay the Redemption Price of 
the Series 2007 Bonds on said date. The accuracy of the aforesaid calculations will be verified by the 
Verification Agent. See "VERIFICATION OF MATHEMATICAL ACCURACY ." 

On the basis of the foregoing, upon tlie issuance of the Bonds and the deposits of proceeds 
from the sale thereof described above with the 1998 Escrow Agent and the 2007 Escrow Agent, the 
Prior Bonds will no longer be outstanding. 

ESTIMATED SOURCES AND USES OF FUNDS 

The following table sets forth the estimated sources and uses of funds with respect to the 
Bonds. 

Sources of Funds 
Principal Amount of tlie Bonds 
Amounts Held for Prior Bonds 
Less: Underwriter's Discount 

Total Sources 

Uses of Funds 
Reserve ~ u n d ( l )  . $ 
Costs of Issuance ~und(') 
Transfer to 1998 Escrow Agent for Defeasance of Series 1998 Bonds 
Transfer to 2007 Escrow Agent for Defeasance of Series 2007 Bonds 

Total Uses 3L.---- 

(I' Bqlial to the Reserve I'und Requirement. 
(" Includcs lcgal and ndviso~y I'ecs, printing costs, rating agency fecs and othcr miscellaneous cspcnses. 

THE BONDS 

General 

The Bonds will be dated as of their date of issuance and will mature on the Maturity Date, 
sub-ject to redemption prior thereto as described below under "Redemption." The Bonds will be 
initially issued in the Weekly Mode, and interest on tlie Bonds in the Weekly Mode will accrue at tlie 
Weekly Rate. See "Interest Rate Provisions" below. 

Upon delively, the Bonds will be registered in the name of Cede & Co., as nominee of The 
Depository Trust Company, New York, New York ("DTC"). DTC will act as securities depository 
for the Bonds. Ownership interests in tlie Bonds may be purchased in book entry form only. See 



"Book-Entry-Only System" below. While the Bonds are in the Weekly Mode such ownership 
interests may be purchased in denominations of $100,000 and integral multiples of $5,000 in excess 
thereof. 

Boo k-Entry-Only System 

The Bonds will be executed and delivered in book-entry form only. Purchasers of the Bonds 
will not receive certificates representing their ownership interests in the Bonds purchased. All 
payments with respect to the Bonds are to be made by the Trustee directly to DTC. DTC is expected 
to credit such payments to the respective accounts of its Direct Participants which, in turn, are 
expected to make payment thereof to the purchasers of the Bonds. 

As long as Cede & Co. is tlie registered owner of the Bonds, references herein to the Owners 
of tlie Bonds shall refer to Cede & Co. and not to the beneficial owners of the Bonds (the "Beneficial 
Owners"). Neither the Aufhority nor the Cify gives any assurance that DTC, its Direct Parficipunfs 
or others will distribute ycrynzents with respect to the Bonds or i1otice.s cor~ceniiiig the Borzds to the 
Beneficial Owners thereof or that DTC  ill otherwise serve and act in the manner de,scribed in this 
C!fJicial Stateinent. See Appendix E - "BOOK-ENTRY SYSTEM" for a further description of DTC 
and its book-entry system. The information presented therein is based solely on information 
provided by DTC. 

The Authority may decide to discontinue the use of book-entry transfers tlirough DTC (or a 
successor Securities Depository). In that event, the Bonds will be printed and delivered to the 
Beneficial Owners and will be governed by the provisions of the Indenture with respect to the 
payment of principal and interest and rights of exchange and transfer. 

Interest Rate Provisions 

Establislzment of tlze Weekly Rate. The Bonds will be issued in the Weekly Mode. The 
interest rate for the Bonds while they are in the Weekly Mode will be the rate of interest per annum 
determined by the Remarketing Agent on and as of the applicable Rate Determination Date (each 
Wednesday or, if Wednesday is not a Business Day, then the Business Day next succeeding such 
Wednesday) as the minimum rate of interest which, in tlie opinion of tlie Remarketing Agent under 
then-existing market conditions, would result in the sale of the Bonds at a price equal' to 100% of the 
principal amount thereof. While the Bonds are in the Weekly Mode, the Remarketing Agent is 
obligated to establish the Weekly Rate by 4:00 p.m. New York City time on each Rate Determination 
Date; and the Weekly Rate shall be i l l  effect during the applicable Weekly Rate Period (generally, the 
period commencing on Thursday of each week to and including Wednesday of the following week). 
The interest rate on the Bonds cannot exceed 12% per annum. 

Not@cation of tlre Weekly Rate. The Remarketing Agent is required to make the Weekly 
Rate available 110 later than 5:00 p.m. New York City time on the Business Day following the Rate 
Determination Date by telephone or Electronic Means to the Authority, each other Notice Party and 
any Beneficial Owner requesting such rate. 

Alternate Rnte. When the Bonds are in the Weekly Mode, in the event (i) the Remarketing 
Agent fails or is unable to determine the interest rate for the Bonds, (ii) the method by which the 
Remarketing Agent deter~nines the interest rate with respect to the Bonds shall be held to be 
unenforceable by a court of law of competent jurisdiction, or (iii) the Remarketing Agent suspends 



its remarketing effort in accordance with the provisions of the Remarketing Agreement (as 
hereinafter defined), then the Bonds shall evidence interest during each subsequent Interest Period 
for the Bonds at the Alternate Rate in effect on the first day of such Weekly Rate Period. The 
Alternate Rate for the Bonds in the Weekly Mode as of any Rate Determination Date is a rate per 
annum equal to (a) the SIFMA Municipal Swap lndex (the "SIFMA Rate") most recently available as 
of the date of determination, or (b) if such index is no longer available, or if the SIFMA Rate is no 
longer published, the S&P Weekly High Grade Index (formerly the J.J. Kenny Index), or (c) if 
neither the SlFMA Rate nor the S&P Weekly High Grade Index is published, the index determined to 
equal the prevailing rate determined by the Remarketing Agent for tax-exempt state and local 
government bonds meeting criteria determined in good faith by the Remarketing Agent to be 
comparable under the circiunstances to the criteria used by the Securities Industry and Financial 
Markets Association ("SIFMA") to determine the SIFMA Rate just prior to when the SIFMA 
stopped publishing the SIFMA Rate. If there is no Remarketing Agent for the Bonds, if the 
Remarketing Agent fails to make any such determination or if the Remarketing Agent has suspended 
its remarketing efforts in accordance with the Remarketing Agreement, then the Trustee shall make 

'the determinations required by this definition, or if the 'Trustee shall decline to make such 
determination, a financial advisor, investment banker or other qualified party shall make such 
determination at the expense of the Authority. Such provisions will continue to apply until such time 
as the Remarketing Agent (or the Authority, if applicable) resumes making such determinations. In 
the case of clause (ii) above, the Remarketing Agent (or the Authority, if applicable) shall resume 
making such determination at such time as there is delivered to the Remarketing Agent or the 
Authority, as applicable, an opinion of Bond Counsel to the effect that there are no longer any legal 
prollibitions against the Remarketing Agent or Authority, as applicable, making such determinations. 

Optional Tender 

Subject to the availability of sufficient funds from either the remarketing of such Bonds or 
the Liquidity Facility, while the Bonds are in the Weekly Mode, any Bond shall be purchased on the 
demand of the owner thereof on any Business Day during a Weekly Rate Period at a purchase price ' 
equal to the principal amount thereof plus accrued interest, if any, to the Purchase Date, upon written 
notice to the Trustee, at its Principal Office at or before 11:OO a.m. New York City time on a 
Business Day not later than the seventh day prior to the Purchase Date, which notice states: (i) the 
principal amount of the Bonds to be purchased pursuant to the optional tender provisions of the 
Indenture; (ii) the Purchase Date on which such Bond are to be purchased; and (iii) an irrevocable 
request for such purchase and agreement to deliver such Bond, duly endorsed in blank for transfer, 
with all signatures guaranteed, to the Trustee at or prior to 10:OO a.m. New York City time on such 
Purchase Date. 'The Trustee shall promptly, but in no event later than 11:30 a.m. New York City 
time on the next succeeding Business Day, notify the Remarketing Agent, the Credit Facility 
Provider or the Liquidity Facility Proyider by Electronic Means of the receipt of the notice referred 
to in the preceding sentence. For so long as the Bonds are registered in the name of Cede & Co., as 
nominee for DTC, the tender option rights of Owners of Bonds may be exercised only by a Direct 
Participant of DTC acting, directly or indirectly, on behalf of a Beneficial Owner of Bonds by giving 
notice of its election to tender Bonds or portions thereof at the time and in the manner described 
above. Beneficial Owners will not have any rights to tender Bonds directly to the Trustee. 

If funds sufficient to pay the Purchase Price of any Bond are held by the Trustee on any 
Purchase Date, such Bond shall be deemed to have been purchased and shall be purchased according 
to the terms of the Indenture, for all purposes of the Indenture, irrespective of whether or not such 
Bond shall have been delivered to the Trustee; and neither the former Owner of such Bond nor any 



other person shall have any claim thereon, under the Indenture or otherwise, for any amount other 
than the Purchase Price thereof. 

Mandatory Tender for Purchase upon Change of Mode 

Clzrnzges in Mode. At the option of the Authority, the Bonds in the Weekly Mode may be 
changed to another Mode (other than a Fixed Rate Mode) as set forth below, provided that all the 
Bonds shall be converted. 

Unless otherwise specified in the Indenture, notice of the proposed change in Mode must be 
given by the Trustee to the Owners of the Bonds not less than the 15th day next preceding the 
applicable Mode Change Date. Such notice must state the Mode to which the conversion will be 
made and the proposed Mode Change Date and, if applicable, shall be combined with the notice of 
mandatory purchase required to be delivered by the Trustee pursuant to the Indenture. The new 
Mode shall colnlnence on the Mode Change Date and the interest ratc(s), together, in the case of a 
change to the Flexible Mode, with the lnterest Period or lnterest Period(s), as applicable, shall be 
determined by the Remarketing Agent (or the Authority in the case of the Interest Period for the 
Bonds being converted to a Term Rate Mode) in the manner provided in the Indenture. 

I11 the case of a change from the Weekly Mode, the Mode Change Date can be any Business 
Day. The Bonds shall be sub.ject to mandatory tender for purchase on si~ch Mode Change Date as 
described below, and, except as is otherwise described herein, the Bonds shall be purchased on the 
Mode Change Date at a Purchase Price equal to 100% of the principal amount thereof plus accrued 
interest, if any; provided, however, that if the Bonds are to be purchased on an Interest Payment Date 
other than the last lnterest Payment Date applicable to the Bonds, and if the Bonds wo~lld otherwise 
be subject to optional prepayment on such Mode Change Date at a prepayment price of more than 
100% of the principal amount thereof plus accrued interest, if any, then the Bonds shall be purchased 
at a Purchase Price equal to such prepayment price. 

Conditions Precedenl. It is a condition precedent to a change in Mode that certain items 
shall have been delivered to the Authority, Trustee and the Remarketing Agent on or prior to the 
Mode Change Date. Those items include (a) in the case of a change from the weekly Mode to any 
Mode other than the Daily Mode, a Favorable Opinion of Bond Counsel dated the Mode Change 
Date and (b) a notice from the Rating Agencies of the rating(s) to be assigned to the Bonds on such 
Mode Change Date. 

fiifure to Sutisfy Conditions. In tile event that the Authority has not withdrawn any election 
by it to change a,Mode as described below and the conditions referred to above have not been 
satisfied by the applicable Mode Change Date, then the New Mode shall not take effect (although 
any mandatory purchase shall be made on such date if notice has been sent to the Owners stating that 
the Bonds would be subject to mandatoly purchase on such date). In the case of a failed change in 
Mode from the Weekly Mode, the Bonds shall remain in the Weekly Mode with interest rates 
established in accordance with the provisions described above under "lnterest Rate Provisions" on 
and as of the failed Mode Change Date. 

Rescission of Election to Clzn~zge Mode. Tlie Authority may rescind any election by it to 
change a Mode prior to the Mode Change Date by giving written notice thereof to the Notice Parties 
prior to such Mode Change Date. If the Trustee receives notice of such rescission prior to the time 
the Trustee has given notice to tlie Owners of tlie Bonds, then such notice of change in Mode shall be 



of no force and effect. If tlie Trustee receives notice from tlie Authority of rescission of a Mode 
change after the Trustee has given notice thereof to tlie Owners of the Bonds, then if tlie proposed 
Mode Change Date would have been a Mandatory Purchase Date, such date shall continue to be a 
Mandatory Purchase Date. If the proposed change in Mode was from the Weekly Mode, the Bonds 
shall remain in  the Weekly Mode with interest rates established in accordance with the provisions 
described above under "Interest Rate Provisions" on and as of the proposed Mode Change Date. 

Manriatory TenderJor Purchase on Change of Mode. A change from the Weekly Mode to 
any other Mode will result in the mandatory purchase of the Bonds on the Mode Change Date. The 
Trustee is required to give notice of each such mandatoty purcliase by mail to the Owners of the 
Bonds subject to mandatory purchase no less than 15 days prior to the applicable Mandatory 
Purchase Date, whicli is the Mode Change Date. Such notice is required to state the Mandatory 
Purchase Date, set forth tlie Purchase Price applicable on such Mandatory Purchase Date, and 
identify the Bonds to be purchased. Such notice must also state that interest on the Bonds subject to 
mandatory purchase shall cease to accrue from and after the Mandatory Purchase Date. The failure 
to mail such notice with respect to any Bond shall not affect the validity of the mandatory purchase 
of any other Bond with respect to which notice was so mailed. Any notice mailed will be 
conclusively presunied to have been given, whether or not actually received by any Owner. 

Other Mandatory Tenders 

The Bonds are subject to mandatory tender for purchase on each Mandatory Purchase Date. 
In addition to Mode Change Dates, Mandatory Purchase Dates applicable to Bonds in the Weekly 
Mode are: (i) any Substitution Date (tlie date on which an Alternate Credit Facility or Alternate 
Liquidity Facility is substituted for the Credit Facility or Liquidity Facility then in effect); (ii) the 
fifth Business Day prior to an Expiration Date (the stated expiration date of a Credit Facility or 
Liquidity Facility, as it may be extended from time to time as provided in such Credit Facility or 
Liquidity Facility, or any earlier date on which such Credit Facility or Liquidity Facility shall 
terminate at the direction of the Authority, expire or be cancelled, other than the date on which a 
Credit Facility or Liquidity Facility shall terminate as a result of an Automatic Ter~nination Event or 
an event of default under the Reimbursement Agreement entered into in connection with such Credit 
Facility or Liquidity Facility) upon failure by the Trustee to receive an extension of the Credit 
Facility by the 30th day prior to the Expiration Date; (iii) tlie date specified by tlie Trustee following 
the occurrence of an event of default with respect to a Liquidity Facility which requires or givcs the 
Liquidity Facility Provider the option to terminate the Liquidity Facility, upon notice and requires 
that all Outstanding Bonds secured by sucli Liquidity Facility be tendered for purchase under the 
applicable 1,iquidity Agreement, whicli date shall be a Business Day not less than 20 days after the 
Trustee's receipt of notice of sucli event of default from the applicable Liquidity Facility Provider 
and in no event later than the Business Day preceding the termination date specified in the notice of 
event of default delivered to tlie Trustee by such Liquidity Facility Provider; (iv) any Business Day 
specified by the Authority in a notice delivered to the Trustee, wliicli Mandatory Purchase Date shall 
be not less than 20 days after the Trustee's receipt of such notice from the Authority; and (v) any date 
specified for a ~ a n d a t o r y  Credit Tender, which includes the mandatory tender of Bonds pursuant to 
tlie Indenture upon receipt by the Trustee of written notice from tlie Credit Facility Provider that an 
event of default with respect to the Reimbursement Agreement has occurred and directing tlie 
Trustee to call the Bonds for mandatory tender. 

Except in the case of a mandatory purchase on a Mandatory Purcliase Date, as described in 
clauses (iii) or (v) of the immediately preceding paragraph, tlie Trustee is required to give notice of 



each such mandatory purchase at the same time and in the same manner as is described above under 
"Mandatory Tender for Purchase lipon Change of Mode - Mandatory Tencler Jbr Purchase on 
Change of Mode." 

Purchase Fund 

The Indenture requires the Trustee to establish and maintain a separate fund to be designated 
as the "Bond Purchase Fund" (the "Bond Purchase Fund") and separate accounts therein to be 
designated as the "Remarketing Proceeds Account," the "Credit Facility Account," the "Liquidity 
Facility Account" and the "Authority Account." The Bond Purchase Fund shall be held in trust 
solely for the benefit of the Owners of tendered Bonds. 

Upon receipt of the proceeds of a remarketing of any Bond on the date such Bond is to be 
purchased, the Trustee is required to deposit such remarketing proceeds in the Remarketing Proceeds 
Account to be applied to the payment of the Purchase Price of such Bond. Upon receipt of the 
proceeds of a draw on the Credit Facility, the Trustee is required to deposit such Credit Facility 
proceeds in the Credit Facility Account to be applied to the payment of the Purchase Price of Bonds 
to the extent that the moneys on deposit in the Remarketing Proceeds Account are not sufficient. 
Any amounts deposited in the Credit Facility Account and not needed for the payment of the 
Purchase Price of the Bonds shall be immediately returned to the Credit Facility Provider. Upon 
receipt of funds from the Authority provided at its sole discretion for such purpose, the Trustee is 
required to deposit sttch funds in the Authority Account to be applied to the payment of the Purchase 
Price of the Bonds. Any amounts deposited in an Authority Account and not needed for the 
payment of the Purchase Price of the Bonds shall be immediately returned to the Authority. 
A~noi~nts held in the Remarketing Proceeds Account, the Credit Facility Account, the Liquidity 
Facility Account and the Authority Account are not permitted to be commingled with any other funds 
held by the 'Trustee and must be held uninvested. 

Each of the Remarketing Proceeds Account, the Credit Facility Account and the Liquidity 
Facility Account shall meet the requirements of an Eligible Account. 

Credit Facility 

Requirement. While the'Bonds are in the Weekly Mode, the Authority may provide a Credit 
Facility or a Liquidity Facility. Each such Credit Facility or Liquidity Facility (and any Alternate 
Credit Facility or Alternate Liquidity Facility provided in replacement thereof) must (i) be in an 
amount equal to the Required Stated Amoiunt, (ii) be provided by a Credit Facility Provider or a 
Liquidity Facility Provider and (iii) provide for the purchase of the Bonds upon their optional or 
mandatory tender in accordance with the provisions of the Indenture. The Authority is not permitted 
to voluntarily terminate such Credit Facility or Liquidity Facility without providing at least 30 days 
written notice to the Trustee and each of the other Notice Parties. 

Draws. If a Credit Facility or Liquidity Facility is in effect with respect to the Bonds, on 
each date on which a Bond is to be purchased, the Trustee, by demand given by Electronic Means 
before 11:30 a.m. New York City time, is required to draw on the applicable Credit Facility or 
Liquidity Facility in accordance with the terms thereof so as to receive thereunder by 2:30 p.m. New 
York City time on such date an amount, in immediately available funds, sufficient, together with the 
proceeds of the remarketing of such Bonds on sucli date, to enable the Trustee to pay the Purchase 



Price in connection therewith. The proceeds of such draw shall be paid to the Trustee, who shall 
deposit said proceeds in tlie Credit Facility Account or Liquidity Facility Account. 

Alternctte F(tcility. The Authority may provide an Alternate Credit Facility or Alternate 
Liquidity Facility on any Business Day not later than the fifth Business Day prior to the Expiration 
Date of the Credit Facility or Liquidity Facility then in effect for the Bonds. The Authority niust give 
at least 30 days' written notice to the Trustee and each of the Notice Parties of its intent to furnish an 
Alternate Credit Facility or Alternate Liquidity Facility, which notice shall specify the nature of such 
Alternate Credit Facility or Liquidity Facility, the identity of the Credit Facility Provider or Liquidity 
Facility Provider and the proposed Substitution Date. 'The Trustee must then give notice of each 
Mandatory Purchase Date resulting from the proposed delivery of an Alternate Credit Facility or 
Alternate Liquidity Facility in accordance with tlie provisions set forth in the Indenture. 

On or before the Substitution Date, there must be delivered to the Trustee: (i) the Alternate 
Credit Facility in substitution for the Credit Facility then in  effect or the Alternate Liquidity Facility 
in substitution for the Liquidity Facility then in effect, as applicable (ii) a Favorable Opinion of Bond 
Counsel and (iii) a written Opinion of Counsel for the provider of the Alternate Credit Facility or 
Alternate Liquidity Facility, as applicable, to the effect that such Alternate Credit Facility or 
Alternate Liquidity Facility, as applicable, is a legal, valid, and binding obligation of the provider 
thereof and covering sucli other matters as the Authority shall require. Upon tlie satisfaction of such 
conditions, the Trustee must accept such Alternate Credit Facility or Alternate Liquidity Facility, as 
applicable, and surrender the Credit Facility or Liquidity Facility, as applicable, then in effect to the 
provider thereof on the Substitution Date; provided that if there are insufficient remarketing proceeds 
to pay the Purchase Price of all Bonds subject to mandatory purchase on such Substitution Date, the 
Trustee may not surrender the Credit Facility or Liquidity Facility, as applicable, then in effect until 
the Trustee shall have drawn upon the existing Credit Facility or Liquidity Facility, as applicable, to 
pay the Purchase Price for the Bonds subject to mandatory purchase on such Substitution Date. If 
any condition precedent to the substitution of an Alternate Credit Facility or Alternate 1,iquidity 
Facility is not satisfied, the st~bstitution shall not occur, but the affected Bonds shall re~nain subject to 
mandatory purchase on the proposed Substit~ltion Date. 

Delayed Remarketing Period 

If sufficient funds are not available to pay the Purchase Price of all tendered Bonds 
("Tendered Bonds") to be purchased on any Purchase Date: (i) no purchase of such Tendered Bonds 
shall be consummated on such Purchase Date; (ii) all such Tendered Bonds shall be returned to the 
Owners thereok (iii) all remarketing proceeds shall be returned to the Remarketing Agent for return 
to the persons providing such moneys; and (iv) such insufficiency and the failure to pay the Purchase 
Price on any Payment Date shall not constitute an Event of Default under the Indenture. All such 
Tendered Bonds shall evidence interest at the Maximum Rate during the period of time from and 
including the applicable Purchase Date to (but not including) the date that all such Tendered Bonds 
are successfully remarketed (the "Delayed Remarketing Period"). 

The Authority may direct the conversion of such Tendered Bonds to a different Mode d ~ ~ r i n g  
a Delayed Remarketing Period in accordance with the provisions of the Indenture, but the Authority 
is not required to comply with the notice requirements otherwise applicable to a change of Mode. 

During a Delayed Remarketing Period, the Remarketing Agent shall continue to use its best 
efforts to remarket such Tendered Bonds. Once the Remarketing Agent has advised the Trustee that 



it has a good faith belief that it is able to remarket all of such Tendcred Bonds, the Trustee shall give 
written notice by mail to the Owners of such Tendered Bonds not later than five Business Days prior 
to the proposed Purchase Date, which notice shall state: (i) that such Tendered Bonds will be subject 
to mandatory tender for purchase on the proposed Purchase Date; (ii) the proposed Purchase Date; 
(iii) the Mode applicable to such Tendered Bonds from and after the proposed Purchase Date; (iv) the 
procedures for such mandatory tender for purchase; (v) the Purchase Price applicable to such 
Tendered Bonds; and (vi) the consequences of a failed remarketing. 

lnterest on Tendered Bonds shall be paid to the Owners thereof (i) on the first Business Day 
of each calendar month occurring during a Delayed Remarketing Period and (ii) on the day after the 
last day of such Delayed Remarketing Period. 

Redemption 

The Bonds are subject to mandatory tender for purchase under various circumstances. See 
" - Mandatory Tender for Purchase upon Change of Mode" and " - Other Mandatory Tenders." 
The Bonds are also subject to redemption as described ~tnder this caption. 

Optional Retlemption. While the Bonds are in the Weekly Mode they are subject to 
redemption at the option of the Authority, which option must be exercised at least 20 days prior to 
the date fixed for redemption, in whole or in part, in Authorized Denominations on any Business 
Day, at a Redemption Price equal to 100% of the principal a~nount thereof, plus, accrued interest, if 
any, to the redemption date, without premium. 

Mandatory Sinking Fund Recieml~tion. The Bonds are subject to mandatory redemption 
from Sinking Fund Installments prior to the Maturity Date, in part by lot, on September 1 of each 
year on and after September 1 ,  2009, i n  accordance with the schedule set forth below upon notice 
hereinafter described, at a Redeinption Price equal to the sum of the principal amount thereof plus 
accrued and unpaid interest thereon to the redemption date, without a redemption premium. In 
addition, if any Bonds have been optionally redeemed, the amounts of such Sinking Fund 
Installments shall be reduced as directed by the Authority, or if not so directed, proportionality in 
increments of Authorized Denominations, by the principal amount evidenced and represented by all , 

such Bonds so optionally redeemed. 



Mantlatory Sinking 
Fund Paymerzt Date Sinking Fund 

(September 1) Payment 

Mandatory Sinking 
Fund Payment Date Sinking Fund 

(September 1) Paynzent 

(maturity) 

Notwithstanding the foregoing, no Bond (other than a Credit Facility Bond or Liquidity 
Facility Bond) shall be optionally redeenled while any Credit Facility Bond or Liquidity Facility 
Bond, as applicable, is Outstanding unless all Outstanding Credit Facility Bonds or Liquidity Facility 
Bonds, as applicable, are redeemed or purchased by the Trustee and cancelled concurrently with such 
redemption or purcl~ase. 

Extraordintrry Redemption front Insurnttce or Condemntrtion Proceeds. The Bonds are 
also subject to extraordinary redemption prior to the Maturity Date, at the option of the Authority, 
which option must be exercised at least 45 days prior to the date fixed for redemption, in whole or in 
part, in such amounts as are selected by the Authority, on any date, from hazard insurance or 
condemnation proceeds or other insurance received with respect to the Leased Property, and 
deposited in the Special Redemption Account, at a Redemption Price equal to 100% of the principal 
amount thereof, plus interest accrued to the date fixed for redemption, without premium. 

Notice of Redemption. When the redemption of Bonds is authorized as described above, the 
Trustee is req~tired to give notice thereof. Such notice must state the date of such notice, the 
redemption date, the Redemption Price, the place of redeniption (including the name and appropriate 
address of the Trustee), the maturity, the CUSIP numbers (if any) of the Bonds to be redeemed, and, 
if less than all of the Bonds are to be redeemed, the distinctive certificate numbers thereof to be 
redeemed and, in the case of Bonds to be redeemed in part only, the respective portions of the 
principal amount evidenced and represented thereby to be redeemed. Each such notice shall also 
state that on said date tliere will become due and payable on each of said Bonds the Redemption 
Price thereof and, in the case of a Bond to be redeemed in part only, the specified portion of the 
principal amount thereof to be redeemed, together with accrued and unpaid interest thereon to the 
redemption date, and that from and after such redemption date interest thereon shall cease to accrue; 
and sucl~ notice shall require that said Bonds be then surrendered at the address of the Trustee 
specified in the redemption notice. 

Such notice must be mailed by the Trustee, at least 10 but not more 60 days before the 
redemption date to the respective Owners of the Bonds designated for redemption at their addresses 
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appearing on the registration books of the Trustee. Such notice is also required to be provided to 
Securities Depositories and Information Services. Failure to receive such notice shall not invalidate 
any of the proceedings taken in connection with such redemption. 

Any notice of redemption may be rescinded by written notice given to tlie Trustee by the City 
no later than the date specified for redemption. The Trustee will give notice of sucli rescission as 
soon thereafter as practicable in the same manner, and to the same persons, as notice of sucli 
redemption was given. 

Effect of Redemption. If notice of redemption has been duly given as described above and 
money for the payment of the Redemption Price of the Bonds called for redemption together with 
any accrued interest to the date fixed for redemption is held by tlie Trustee, then on the redemption 
date designated in such notice, the Bonds so called for redemption will become due and payable on 
tlie date fixed for redemption at the Redemption Price specified in such notice; and from and after tlie 
date so designated, interest evidenced and represented by such Bonds so called for redemption shall 
cease to accrue, and tlie Owners of such Bonds shall have no rights in respect thereof except to 
receive payment of the Redemption Price thereof. 

Purchase in Lieu of Prepayment 

Subject to the provisions of the Indenture, the Authority has the option to purchase any Bond 
011 any date on which it would be subject to optional redemption at a purchase price equal to the then 
applicable Redemption Price plus accrued interest thereon to the date of purchase. 

Parity Obligations 

The Authority's obligation to make the scheduled payments required pursuant to the 2008 
Swap Agreement is secured by a pledge of the Revenues on a parity with the pledge thereof securing 
the Bonds; and the Authority may issue or incur additional obligations in the future that will also be 
secured on a parity with the Bonds. See "SECURITY AND SOURCES OF PAYMENT FOR THE 
BONDS - Additional Bonds and Parity Debt." 

The Lease Agreement does not limit tlie power of the City to enter into other leases or 
contracts or to incur other liabilities payable from its general revenues. 

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS 

General 

The Bonds are special limited obligations of the Authority payable solely from and secured 
solely by the Revenues pledged therefor in the Indenture, together with amounts on deposit from 
time to time in certain fi~nds and accounts held by the Trustee under the Indenture. The tern1 
"Revenues" is defined in the Indenture to include: (i) all Base Rental Payments and ~ t h e r  payments 
paid by the City and received by the Authority pursuant to the Lease Agreement (but not Additional 
Payments), (ii) all interest or other income from any investment of any money in any fi~nd or account 
(other than the Rebate Fund) established pursuant to the Indenture or the Lease Agreement, 
(iii) Swap ~evenues ,  if any, and (iv) any additional security provided for a Series of Bonds in a 
Supplemental Indenture. 



Pursuant to tlie Indenture, the Autliority has assigned to the Trustee, for the benefit of the 
Holders from time to time of the Bonds and any Providers, all of the rights of the Authority under the 
Lease Agreement to receive and collect Base Rental Payments and other amounts (except for the 
right to receive any Additional Payments to the extent payable to the Authority and any rights of the 
Authority to indemnification), and the right to enforce all provisions, covenants and agreements of 
the Lease Agreement with respect to the payment of Base Rental Payments, provided that these 
rights shall not extend to any right to terminate the Lease Agreement or re-enter or re-let the Leased 
Property or any other possessory right to the Leased Property. 

THE BONDS ARE SPECIAL 'LIMITED OBLIGATIONS OF THE AUTHORITY. THE 
BONDS ARE NOT A DEBT OF THE AUTHORITY, THE CITY, THE STATE OF CALIFORNIA 
OR ANY OF ITS POLITICAL SUBDIVISIONS EXCEPT THE AUTHORITY TO THE EXTENT 
DESCRIBED HEREIN. N-EITHER THE AUTHORITY, THE CITY, THE STATE NOR ANY OF 
ITS POLITICAL SUBDIVISIONS, EXCEPT THE AUTHORITY TO THE EXTENT DESCRIBED 
HEREIN, IS LIABLE THEREON. IN NO EVENT SHALL THE BONDS OR ANY INTEREST 
OR REDEMPTION PREMIUM THEREON BE PAYABLE OUT OF ANY FUNDS OR 
PROPERTlES OTHER THAN THOSE OF THE AUTHORITY AS SET FORTH IN THE 
INDENTURE. THE BONDS DO NOT CONSTITUTE AN INDEBTEDNESS WITHIN THE 
MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMIT OR RESTRICTION. 
NO MEMBERS OF THE AUTHORITY OR THE CITY COUNCIL OF THE CITY AND NO 
EXECUTING THE BONDS ARE PERSONALLY LIABLE ON THE BONDS BY REASON OF 
TI-IEIR ISSUANCE. 

Base Rental Payments 

Under the Lease Agreement, the City agrees to pay to the Authority as rental for the use and 
possession of each Leased Unit, the Base Rental Payments with respect thereto fifteen ( I  5) days prior 
to the date, and in tlie amounts set forth and in accordance with the schedules set forth on Exhibit A 
to the Lease Agreement, provided. that the City shall receive credits towards such Base Rental 
Payments as provided in the Indenture and provided further that (except as otherwise provided under 
the Lease Agreement) Base Rental Payments are subject to abatement as described below under the 
caption "Abatement." The Base Rental 'payments payable on each payment date shall equal the 
principal and interest due on the Bonds, together with any amounts due and payable under the 
Liquidity Facility, provided that in no event shall the cumulative amount of such payments by the 
City in any fiscal year exceed 150% of the Estimated Base Rental Payment for such Rental Payment 
Period as provided for in tlie Lease Agreement and described below. To the extent that the 
cumulative payments payable on the Bonds and under the Credit Facility and Reimbursement 
Agreement exceed the fair rental value in any year, such amounts shall be deferred for payment in 
tlie next fiscal year, but only so long as the City's cumulative Base Rental Payments do not exceed 
the maximum fair rental value. 

The Lease Agreement also requires the City to pay Additional Payments, which include, 
among other things, all costs and expenses incurred by the Authority in connection with the 
execution, performance or enforcement of the Lease Agreement or any pledge of Base Rental 
Payments payable under the Lease Agreement, the Indenture, the Credit Facility, the Authority's 
interest and the lease of the Leased Property to the City, including but not limited to payment of all 
fees, costs and expenses and all administrative costs of the Authority related to the Bonds, the 
Obligations (as defined in the Lease Agreement), the Leased Property, including, among other things, 
all fees and expenses of the Bank, including all fees payable pursuant to the Reimbursement 



Agreement. Such Additional Payments will be billed to the City by the Authority or the Trustee 
from time to time. Additional Payments so billed are required to be paid by tlie City to the billing 
party within 30 days after receipt of the bill by the City. See APPENDIX A - "SUMMARY OF 
CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS - THE LEASE AGREEMENT - 
Additional Payments." 

The Lease Agreement provides that the payment of up to the Maximum Annual Base Rental 
Payments (as defined in the Lease Agreement) and Additional Payments for each rental period 
during the term of the Lease Agreement shall constitute the total rental for said rental period and 
shall be paid by the City in each Rental Payment Period for and in consideration of the right of use 
and occupancy of, and continued quiet use and enjoyment of, the Leased Property during each such 
period for which said rental is to be paid. The City and the Authority have agreed and determined 
that such total rental payable for each Rental Payment Period, LIP to the Maximum Annual Base 
Rental Payment (as defined in the Lease Agreement), as such amount may be adjusted for Deferred 
Rental (as defined in the Lease Agreement), represents the fair rental value of the Leased Property 
for each such period. In making such determination, consideration has been given to the appraised 
value of the Leased I'roperty, costs of acquisition, demolition, site preparation, design, construction 
and financing of the Leased Property, other obligations of the parties under this Lease Agreement, 
the uses and purposes which may be served by the Leased Property and the benefits therefi-om which 
will accrue to the City and the general public. 

In the event that the amount needed in a Rental Payment Period by the Authority to pay the 
principal of and interest on the Bonds and any Related Obligations is more tha11 the Estimated Base 
Rental Payments (as defined in the Lease Agreement) for such Rental Payment Period, the City will 
be obligated to pay up to the Maximum Annual Base Rental Payment (as defined in the Lease 
Agreement) for such Rental Payment Period. Further, the City agrees that if in any year the 
Maximum Annual Base Rental Payment exceeds the amount needed by the Authority to pay the 
principal of and interest on the Bonds and any Related Obligations coming due on or before 
September 1 following the end of such Rental Payment Period, the excess amount may be deferred 
by the Authority, at its sole option, on such terms and conditions as it shall determine are necessary 
to protect the interests of the owners of the Bonds and the providers of any Related Obligations (as 
defined in the Lease Agreement), and thereupon such excess amount (the "Deferred Rental") need 
not be paid by the City to the Authority at that time, but instead shall be deferred until siich 
subsequent time as the Authority shall have need for such payment; provided that the Deferred 
Rental shall not cause the Maximum Annual Base Rental Payment in any Rental Payment Period to 
exceed 150% of the Estimated Base Rental Payment for such Rental Payment Period as provided for 
in tlie Lease Agreement. 

Under the Lease Agreement, the City covenants to take such action as may be necessaly to 
include all estimated Base Rental Payments and Additional Payments due under the Lease 
Agreement in its annual budgets, and to make necessary annual appropriations for such payments, 
and for such additional amounts as required by the Lease Agreement. The City will deliver to the 
Authority and the Trustee within 90 days of adoption of the City budget copies of the portion of each 
annual City budget relating to the payment of estimated Base Rental Payments and Additional 
Payments as so calculated. If in any fiscal year, the amount initially budgeted is insufficient to pay 
actual debt service on the Bonds and payments with respect to Related Obligations (as defined in the 
Lease Agreement), the City shall, by supplemental budget in such fiscal year, appropriate and pay 
such additional a~nounts until the total arnount appropriated for Base Rental Payments equals 
Maxi~num Annual Base Rental Payments for such year. The aforesaid covenants on the part of the 



City are deemed under the Lease Agreement to be and are required to be construed to be duties 
imposed by law and it id required to be tlie 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 pel-form the aforesaid covenants and agreements. 

Notwithstanding the foregoing, the obligation of the City to pay Base Rental Payments and 
Additional Payments shall not constitute a current expense of the City and shall not in any way be 
construed to be a debt of the City in contravention of any applicable constitutional or statutory 
limitation or requirement concerning the creation of indebtedness by the City, nor shall the Lease 
Agreement constitute a pledge of the general tax revenues, funds or moneys of tlie City. Base Rental 
Payments and Additional Payments shall be payable only from current filnds which are budgeted and 
appropriated or otherwise legally available for the purpose of paying Base Rental Payments and 
Additional Payments or other payments due under the Lease Agreement as consideration for use of 
the Leased Property. The Lease Agreement shall not create an immediate indebtedness for any 
aggregate payments which may become due in the event that the term of the Lease Agreement is 
continued. The City has not pledged the full faith and credit of the City, the State of California or 
any agency or department thereof to the payment of the Base Rental Payments and Additional 
Payments or any other payments due under the Lease Agreement. 

Abatement 

The Lease Agreement provides that the Base Rental Payments and Additional Payments shall 
be abated proportionately during any period in which by reason of any damage or destruction (other 
than by condemnation, which is discussed below) there is substantial interference with the use and 
occupancy of tlie Leased Property by the City, in the proportion in which the initial cost of that 
portion of the Leased Property rendered unusable bears to the initial cost of the whole of tlie Leased 
Property. Such abatement shall continue for the period co~ii~nencing with such damage or 
destruction and ending with the substantial completion of tlie work of repair or reconstruction. 
Notwithstanding the foregoing, such abatement shall not result to the extent of moneys held by the 
Trustee under the Indenture (including, particularly, without limitation, the Reserve Fund, Principal 
Account and Interest Account), or to the extent such Base Rental I'aymelits are made from proceeds 
of insurance and rental interruption insurance. The Lease Agreement also provides that the Lease 
Agreement will continue in fitll force and effect in the event of any such damage or destruction, and 
the City waives the benefits of California Civil Code Section 1932(2) and 1933(4) and of Title 1 1  of 
the United States Code, Section 365(h) and any and all other rights to terminate the Lease Agreement 
by virtue of any such damage or destruction. 

In connection with eminent domain, the Lease Agreement provides that if the whole of the 
Leased Property or so much thereof as to render tlie remainder unusable for the purposes for which it 
was used by the City is taken under the power of eniinent domain, the term of the Lease Agreement 
will cease as of the day that possession shall be so taken. If less than the whole of the Leased 
Property is taken under the power of eniinent domain and the remainder of the Leased Units is itsable 
for tlie purposes for which it was used by the City at the time of such taking, then the Lease 
Agreement will continue in fill1 force and effect as to such remainder, and the parties waive the 
benefits of any law to the contrary. In such event there shall be a partial abatement of the Base 
Rental Payments due in an amount equivalent to the aliiount by which the annual payments of 
principal and interest on the outstanding Bonds will be reduced by the application of the award in 
eminent domain to the redemption of outstanding Bonds. The Lease Agreement further provides 
that, so long as any of the Bonds remain outstanding, any award made in ernitlent domain 



proceedings for taking the Leased Property or any of the Leased Units thereof shall be paid to the 
Trustee and applied to the prepayment of the Base Rental Payments. Any such award made after all 
of the Base Rental Payments and Additional Payments have been fully paid, or provision therefor 
made, shall be paid to the to the City. 

Reserve Fund 

The Trustee is required by the Indenture to establish and maintain and hold in trust, so long 
as Bonds or Parity Debt to be secured thereby remain outstanding, a special fund designated as the 
"Reserve Fund." Upon the delivery of the Bonds, there will be deposited in the Reserve Fund an 
amount equal to the Reserve Fund ~ e ~ u i r e m e n t .  

"Reserve Fund Requirement" means with respect to all Outstanding Bonds an amount equal 
to the lesser of (a) the niaximiim annual Debt Service attributable to the Outstanding Bonds and 
(b) one hundred twenty-five percent (125%) of the average annual Debt Service attributable to the 
Outstanding Bonds; provided that with respect to the calculation of the Reserve Fund Requirement 
upon the issuance of an Additional Series of Bonds the amount calculated shall be the least of (a) or 
(b) above, or the amount derived by the addition of ten percent (1 0%) of tlie proceeds from tlie sale 
of such Series of Additional Bonds to the Reserve Fund and provided further, that the Reserve Fund 
Reqilirement sliall be reduced to the extent necessary so that all amounts therein may be deposited 
from Bond Proceeds without requiring a portion thereof to be yield restricted in accordance with the 
requirements of the Internal Revenue Code of 1986, as amended (the "Code"). For purposes of 
deternlining the Reserve Fund Requirement, unless otherwise specified in a Supplemental Indenture, 
the fixed interest rate assumed for Variable Rate Bonds shall be The Bond Buyer Revenue Bond 
Index published the week preceding the sale'of such Variable Rate Bonds, as certified by the 
Authority. For purposes of determining the Reserve Fund Requirement, the fixed interest rate 
assumed for Bonds shall be the fixed swap rate under the 2008 Swap Agreement. The Reserve Fund 
Requirement shall be determined upon the issuance of a Series of Bonds, the defeasance or optional 
redemption of Bonds and the retirement of a Series of Bonds. See Appendix A - "SUMMARY OF 
CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS - THE INDENTURE -.Reserve 
Fund." 

All money in the Reserve Fund is to be used and withdrawn by the Trustee solely for the 
purpose of funding tlie Interest Account or the Principal Account, in that order, in the event of any 
deficiency in either of such accounts on a Principal Payment Date or Interest Payment Date or Swap 
Payment Date. Money on deposit in the Interest Account is available to be used and withdrawn by 
the Trustee for the purpose of paying both interest on the Bonds and any Regular Swap Payments as 
they become due and payable. ,Notwithstanding the foregoing, as long as the Authority is not in 
default under the Indenture, any cash amounts in the Reserve Fund 'in excess of the Reserve Fund 
Requirement are to be withdrawn from the Reserve Fund and transferred to the Revenue Fund or, if 
so directed by the Authority, deposited into a Project Fund during the construction of any Project on 
each July 1 following the payment of any amounts due on such date and on each date Bonds are 
redeemed or defea'sed. 

The Indenture permits the Authority to satisfy the Reserve Fund Requirement, in whole or in 
part, at any time by depositing with the Trustee for the credit of the Reserve Fund a Reserve Facility. 
If the Reserve Fund Requirement is satisfied by a Reserve Facility, the Trustee is to draw on such 
Reserve Facility in accordance with its terms and the terms of the Indenture, in a timely manner, to 
the extent necessary to -fund any deficiency in the Interest Account or the Principal Account. The 



Authority shall repay any draws under a Reserve Facility and any Reserve Facility Costs related ' 

thereto solely from Revenues. 

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

At any time one or more Reserve Facilities are on deposit in the Reserve Fund, the Trustee is 
required to withdraw and use all cash, if any, on deposit in the Reserve Fund prior to using and 
withdrawing any amounts derived from payments under any Reserve Facility. Amounts received by 
the Trustee from the City as a replenishment of amounts withdrawn from the Reserve Fund shall be 
applied first to reimburse draws on any Reserve Facilities and then to replenish cash withdraws from 
the Reserve Fund. 

Property Insurance 

The Lease Agreement requires the City to maintain throughout the term thereof insurance 
against loss of or damage to any structures constituting any part of the Leased Property, fire and 
lightening, with extended coverage insurance, vandalism and lnalicious insurance and sprinkler 
system leakage insurance, if available on the open market from reputable insurance companies at a 
reasonable cost, as deter~nined by the City. Such insurance must be in an amount equal to the 
replacement cost (without deduction for depreciation) of all structures constituting any part of the 
Leased Property, exclude the cost of excavations, of grading and filling, and of land (except that such 
insurance may be subject to deductible clauses for any one loss of not to exceed $500,000 or a 
comparable amount adjusted for inflation, or, in the alterative, shall be in an amount and in a form 
sufficient (together with moneys held under the indenture), in the event of a total or partial loss, to 
enable all outstanding Bonds to be redeemed. Unless otherwise consented to by the Credit Facility 
Provider, the insurance policies required under the Lease Agreement, other than self-insurance, must 
be provided by a commercial insurer rated 'A' or better by A.M. Best. 

Except as hereinafter described, in the event of any damage to or destruction of any part of 
the Leased Property which is caused by any of the perils covered by such insurance the Authority 
shall cause the proceeds of such insurance to be utilized for the repair, reconstruction or replacement 
of the damaged or destroyed portion of the Leased Property; and the Trustee shall hold said proceeds 
separate and apart from all other funds in a special find to be designated the "Insurance and 
Condemnation Fund," to the end that such proceeds shall be applied to the repair, reconstruction or 
replacement of the Leased Property to at least the same good order, repair and condition as they were 
in prior to the damage or destruction, insofar as the same may be accomplished by the use of such 
proceeds. Any balance of such proceeds not required for such repair, reconstruction or replacement 
shall be treated by the Trustee as Base Rental Payments. 

As an alternative to providing the insurance described above or any portion thereof, the City 
may provide a self-insurance method or plan of protection if and to the extent such self-insurance 
method or plan of protection shall afford reasonable coverage for the risks required to be insured 
against, in light of all circu~nstances, giving consideration to cost, availability and similar plans or 
methods of protection adopted by public entities in the State of California other than the City. 



Substitution and Release of Property 

The Indenture and the Lease Agreement allow the City to remove or substitute real property 
as part of the Leased Property, but only after satisfying certain conditions, including the consent of 
the Bank and filing with tlie Authority and the Trustee (with copies to each rating agency then 
providing a rating for tlie Bonds) a Certificate of the City evidencing that the annual fair rental value 
of the Leased Property which will constiti~te the Leased Property after such removal or substitution 
will be at least equal to 100% of the maxi~iium arno~int of Base Rental Pay~iients for all Series of 
Bonds becoming due in the then-current year ending August 14 through and including each year 
during which any Series of Bonds woi~ld be Outstanding or in any subsequent year ending August 15 
through and including each year during which any Series of Bonds would be Outstanding. 

Additional Bonds and Parity Debt 

The Indenture pennits tlie Authority to issue Additional Bonds and to enter into any Related 
Obligations with respect thereto payable, in each case, from and secured by a pledge of and lien and 
charge upon the Revenues equal to the pledge, charge and liens securing the Outstanding Bonds 
theretofore issued under the Indenture upon the satisfaction of certain specific conditions. Included 
among these conditions is a requirement that tlie Lease Agreement shall have been amended, if 
necessary, so that the Base Rental Payments payable by the City thereunder in each Fiscal Year shall 
at least equal projected Debt Service, including Debt Service on the Additional Bonds, in each Fiscal 
Year. 

Nothing in the Indenture prevents the Authority from issuing Bonds or incurring other 
obligations which are secured by a pledge of and lien on the Revenues subordinate to the lien 
established under the Indenture. 

2008 Swap Agreement 

In connection with tlie issuance of the Series 2007 Bonds, the Authority entered into an 
interest rate swap agreement in the form of an ISDA Master Agreement (Local Currency - Single 
Jurisdiction), the U.S. Municipal Counterparty Schedule thereto, a Credit Support Annex and a 
Confirmation, each dated as of and entered into on April 11, 2007 (collectively, the "2007 Swap 
Agreement"), with Bank of America, N.A. (the "Swap Provider"). In connection with the issuance 
of the Bonds, the City and the Swap Provider will amend and restate in its entirety the 2007 Swap 
Agreement (as so amended and restated, the "2008 Swap Agreement"). The 2008 Swap Agreement 
is scheduled to expire on the Maturity Date of the Bonds; and the notional amount'of the 2008 Swap 
Agreement is scheduled to be reduced on the same dates and in the same amounts as the principal of 
the Bonds is scheduled to be reduced. Pursuant to tlie 2008 Swap Agreement, the City will be 
required to make periodic payments to the Swap Provider calculated on the basis of a fixed rate of 
interest on an initial notional amount equal to the principal amount of the Bonds. In return, the Swap 
Provider will be required'to make periodic payments to the City calculated on the basis of a variable 
rate of interest equal to a percentage of LIBOR on the same notional amount. The amounts payable 
by each party pursuant to the 2008 Swap Agreement are netted against the payments to be received 
by such party thereunder. 

The Authority's obligations under the 2008 Swap Agreement to' make scheduled payments 
and certain termination payments (but only if such termination payments are insured pursuant to the 



Swap Policy) are Parity Obligations. No arrangements made in respect of the 2008 Swap Agreement 
will alter the Authority's obligation to pay the principal of or interest on the Bonds. 

Both the Authority and the Swap Provider have the right to terminate the 2008 Swap 
Agreement prior to its stated termination date under certain conditions. Any suc11 termination could 
result in an obligation on the part of the Authority or the Swap Provider to make termination 
payments to the other party, and the amount of such termination payments could be substantial. Any 
obligation on the part of the Authority to make such a termination payment (other than a termination 
payment that is insured under the terms of the Swap Policy) will not be a Parity Obligation and will 
be subordinate to the Authority's liabilities with respect to Parity Obligations. 

Although the Authority has agreed and covenanted in the Indenture that all Swap Revenues 
will be transferred when received to the Trustee for deposit in the Revenue Fund, neither the Trustee 
nor the Holders of the Bonds will have any rights under the 2008 Swap Agreement or against the 
Swap Provider. 

CREDTT FACILITY 

The jollo~ving inforn~atiorz has been provided by Bank of America, N.A. It has rzol been 
verified by the Authority or the Cily, and neither the Authority nor the C i v  guurarltees its accuracy 
or cor?zpleteness. 

Initial Credit Facility 

General. Principal of and interest on the Bonds will be paid fiom draws on tlie Credit 
Facility pursuant to the Reimbursement Agreement. Such draws will be repaid to the Bank by the 
Authority and the City (by payment of Lease Payments under the Lease Agreement) pursuant to the 
terms of the Reimbursement Agreement. The purchase price on the Bonds tendered for purchase as 
described under the caption "THE BONDS - Optional Tender" and not remarketed will also be paid 
from draws on the Credit Facility, subject to the terms of the Reimbursement Agreement. The Credit 
Facility and Reimbursement Agreement will expire on August 1 ,  201 1 unless terminated sooner or 
extended. Certain provisions of the Credit Facility and Reimbursement Agreement are su~nmarized 
below, but such summary is qualified in its entirety by reference to the Credit Facility and the 
Reimbursement Agreement. 

Under the Reimbursement Agreement, the Authority and the City (by payment of Base 
Rental Payments) are required to reimburse the Bank for draws on the Credit Facility on the same 
day the amount drawn is paid by the Bank, except as provided in the following paragraph. Amounts 
owed to the Bank shall bear interest at a specified rate. The City shall pay certain fees to the Bank, 
including a letter of credit fee, drawing and transfer fees, in addition to the Bank's costs, expenses 
and certain taxes, as Additional Payments (as defined in the Lease Agreement). 

In the event that there is a drawing on the Credit Facility to purchase Bonds which are 
tendered for purchase by the holders thereof in accordance with the Indenture, the Reimbursement 
Agreement provides that the Bank shall become the holder of such Bonds'("Bank Bonds"), and the 
City shall be required to pay to the Bank an amount equal to such drawing in equal semi-annual 
install~nents of principal together with interest thereon at a specified rate, such that the fill1 amount 
drawn is paid, and all Bank Bonds with respect to such drawing are redeemed, by the earlier to occur 
of: (i) the fifth anniversary of tlie sixty-first day following tlie date on which such Bank Bonds were 



purchased; or (ii) the fifth anniversary of tlie date of issuance of such Credit Facility (or if the Credit 
Facility has been extended, the fifth anniversary of the then most recent extension). Notwithstanding 
the foregoing, upon the remarketing of all or any portion of the Bank Bonds purchased witli amounts 
drawn under any Credit Facility pursuant to such drawing, an amount of such drawing equal to the 
principal of sucli remarketed Bank Bonds shall be immediately due and owing to the Bank, together 
witli interest thereon at the specified rate. In addition, all amounts owed to the Bank pursuant to tlie 
respective Reimbursement Agreement shall be immediately due and payable in full on the date of 
delivery to the Trustee of any letter of credit (as provided in the Indenture) as a substitution for the 
Credit Facility. 

Defa~llt. The occurrence of any of the following events constitutes an event of default by the 
City, unless waived by the Bank in writing: 

(a) The Authority shall fail to pay when due any amount payable by the Authority to the 
Bank illider the Rei~nbiirsement Agreement. 

(b) The Bonds or any other Related Docitment (as such term is defined in the 
Reimbursement Agreement) ceases to be valid and binding against the City or the City repudiates its 
obligations under the Reimbursement Agreement or any of the Related Documents. 

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

(d) Any judgments or arbitration awards are entered against the City, or tlie City enters 
into any settlement agreements with respect to any litigation or arbitration, in an aggregate amount of 
Ten Million Dollars ($10,000,000) or more in excess of any insurance coverage, provided that the 
insurer has issued a letter of responsibility for payment up to the amount of insurance coverage. 

(e) Any default occurs under any agreement in connection with any credit which the 
City has obtained from anyone else or which the City has guaranteed in the amount of Ten Million 
Dollars ($10,000,000) or more in the aggregate, if such default consists of failing to make a payment 
when due or gives the other lender the right to accelerate the obligation. 

. (9 Any default occurs under the Lease Agreement or any other Related Document, in 
each case after the passage of the applicable notice and cure period, if any. 

(g) The City fails to meet the conditions of, or fails to perform any obligation under, any 
term of the Reimbursement Agreement not specifically referred to in this list of events of default, and 
such default is not cured witliin thirty (30) days after tlie Bank has given the City written notice of 
such default. 

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

(i) The issuer general obligation credit ratings of tlie City shall fall below "BBB-" by 
Standard & Poor's Rating Service ("S&PV) or "BBB-" by Fitch Ratings ("Fitch"). If either S&P or 
Fitch shall rate the issuer general obligation credit ratings of the City lower than the other rating 
agency, the default will be determined by reference to the lower rating. 

Rentedks. If an event of default shall have occurred and be continuing under the 
Reimbursement Agreement, the Bank may: (i) give notice to the Trustee under the Indenture of the 



Bank's election to cause a mandatory tender of the Bonds because of the occurrence and continuance 
of an event of default under the Reimbursement Agreement; (ii) declare all unpaid amounts drawn 
under the Credit Facility and the corresponding Bank Bonds, together with all interest accrued and 
~lnpaid thereon and all other atnoi~nts payable to the Bank hereunder to be im~nediately due and 
payable, without presentment, demand, protest or any notice of any kind; or (iii) exercise any and all 
rights and remedies available to the Bank under the Reimbursement Agreement or the Indenture, at 
law or in equity; provided, however, that the Bank may not accelerate Base Rental Payments under 
the Lease Agreement. In the event of the occurrence of an event of default under the Reimbursement 
Agreement, all amounts drawn under the Credit Facility and thk corresponding Bank Bonds, together 
with all interest accrued thereon and all other amounts owed to the Bank under the Reimbursement 
Agreement shall be immediately due and payable, without notice to the City or the Authority and 
without presentment, demand, protest or further notice of any kind. 

Control of Remedies by tlre Bank. So long as the Bank has not failed to make any payments 
under the Credit Facility following presentation of drafts and certificates in strict cotnpliance with the 
Credit Facility, the Bank shall have the right, at any time, by written instrument delivered to the 
Trustee, to direct the method and place of conducting all proceedings to be taken in connection with 
the enforcement of the remedies under the Indenture. 

Bank of America, N.A. 

The Bank is a national banking association organized under the laws of the United States, 
with its principal executive offices located in Charlotte, North Carolina. The Bank is a wholly- 
owned indirect subsidiary of Bank of America Corporation (the "Corporation") and is engaged in a 
general consumer banking, commercial banking and trust business, offering a wide range of 
commercial, corporate, international, financial market, retail and fiduciary banking services. As of 
June 30, 2008, the Bank had consolidated assets of $1,327 billion, consolidated deposits of 
$807 billion and stockholder's equity of $1.09 billion based on regulatory accounting principles. 

The Corporation is a bank holding company and a financial holding company, with its 
principal executive offices located in Charlotte, North Carolina. Additional information regarding 
the Corporation is set forth in its Annual Report on Form 10-K for the fiscal year ended 
December 31, 2007, together with any subsequent documents it filed with the Securities and 
Exchange Commission (the "SEC") pursuant to the Securities Exchange Act of 1934, as amended 
(the "Exchange Act"). 

Recent Development. On July 1, 2008, the Corporation acquired Countrywide through its 
merger with a subsidiary of the Corporation. Under the terms of the agreement. Countrywide 
shareholders received 0.1822 of a share of Bank of America Corporation comtnon stock in exchange 
for one share of Countrywide common stock. 'As provided by the merger agreement, 583 million 
shares of Countrywide common stock were exchanged for 106 million shares of the Corporation's 
common stock. This represents approxitnately two percent of the Corporation's outstanding common 
stock. Countrywide shareholders also received cash of $346 thousand in place of any fractional 
shares of the Corporation's common stock that would have otherwise been issued on July 1 ,  2008. 
The $2.0 billion of Co~~ntrywide's Series B convertible preferred shares that were previoi~sly held by 
the Corporation were cancelled. 

' 

Additional information regarding the foregoing is available from the filings made by the 
Corporation with the SEC, which filings can be inspected and copied at the public reference facilities 



maintained by the SEC at I00 F Street, N.E., Washington, D.C. 20549, United States, at prescribed 
rates. In addition, the SEC maintains a website at http://ww~i~.sec.gov, which contains reports, proxy 
statements and other information regarding registrants that file such information electronically with 
the SEC. 

The information concerning the Corporation and the Bank and the foregoing merger 
contained herein is furnished solely to provide limited introductory information and does not purport 
to be comprehensive. Such information is qualified in its entirety by the detailed infortnation 
appearing in the documents and financial statements referenced herein. 

The Liquidity Facility has been issued by the Bank. Moody's Investors Service, Inc. 
("Moody's") currently rates the Bank's long-term debt as "Aaa" and short-term debt as "P-1." The 
outlook is stable. Standard & Poor's currently rates the Bank's long-term debt as "AA+" and its 
short-term debt as "A-I+." The outlook is negative. Fitch Ratings, lnc. ("Fitch") currently rates 
long-term debt of the Bank as "AA-" and short-term debt as "FI+." The outlook is stable. Further 
information with respect to such ratings may be obtained from Moody's, Standard & Poor's and 
Fitcli, respectively. No assurances can be given that the current ratings of the Bank's instruments 
will be maintained. 

The Bank will provide copies of the most recent Bank of America Corporation Annual 
Report on Form 10-K, any subsequent reports on Form 10-Q, and any required reports on Form 8-K 
(in each case as filed with the SEC pursuant to the Exchange Act), and the publicly available portions 
of the most recent quarterly Call Report of the Bank delivered to the Comptroller of the Currency, 
without charge, to each person to whom this~document is delivered, on the written request of such 
person. Written requests should be directed to: Bank of America Corporate Communications, 
100 North Tryon Street, 18th Floor, Charlotte, North Carolina 28255, Attention: Corporate 
Communication. 

. PAYMENTS OF THE PURCHASE PRICE OF THE BONDS WILL BE MADE FROM 
DRAWINGS UNDER THE CREDIT FACILITY IF REMARKETING PROCEEDS ARE NOT 
AVAILABLE. ALTHOUGH THE CREDIT FACILITY IS A BINDING OBLIGATION OF THE 

. BANK, THE BONDS ARE NOT DEPOSITS OR OBLIGATIONS OF THE CORPORATION OR 
ANY OF ITS AFFILIATED BANKS AND ARE NOT GUARANTEED BY ANY OF THESE 
ENTITIES. THE BONDS ARE NOT INSURED BY THE FEDERAL DEPOSIT INSURANCE 
CORPORATION OR ANY OTHER GOVERNMENTAL AGENCY AND ARE SUBJECT TO 
CERTAIN INVESTMENT RISKS, INCLUDING POSSIBLE LOSS OF THE PRINCIPAL 
AMOUNT INVESTED. 

The delivery hereof shall not create any implication that there has been no change in the 
affairs of the Corporation or the Bank since the date hereof, or that the information contained or 
referred to herein is correct as of any time subsequent to its date. 

Rentarketing Agreement. The Authority has entered into a Remarketing and Interest 
Services Agreement, dated as of August 1 ,  2008 (the "Remarketing Agreement"), with Banc of 
Alnerica Securities LLC as the Remarketing Agent. Under the Remarketing Agreement and subject 
to the limitations set forth therein, the ~elnarketing Agent has agreed to use its best efforts to offer 
for sale all Bonds tendered in accordance with the provisions of the Indenture. 



The Remarketing Agent's responsibilities include determining the interest rate from time to 
time and remarketing Bonds tliat are tendered by tlie owners thereof either pursuant to an optional.or 
mandatory tender (subject, in each case, to tlie terms of the Remarketing Agreement), all as further 
described in this Official Statement. The Remarketing Agent is appointed by the Authority and is , 

paid by tlie Authority for its services. As a result, the interests of the Remarketing Agent may differ 
from those of existing owners and potential purchasers of Bonds. 

The Remarketing Agent Routinely Purcltcises Boncls for its Own Account. The 
Remarketing Agent acts as remarketing agelit for a variety of variable rate demand obligations and, 
in its sole discretion, routinely purchases such obligations for its own account. The Remarketing 
Agent is permitted, but not obligated, to purchase tendered Bonds for its own account and, in its sole 
discretion, routinely acquires such tendered Bonds in order to achieve a successful remarketing of the 
Bonds (i.e., because there otherwise are not enough buyers to purchase the Bonds) or for other 
reasons. However, the Remarketing Agent is not obligated to purchase Bonds, and may cease doing 
so at any time without notice. Tlie Remarketing Agent may also make a market in the Bonds by 
routinely purchasing and selling Bonds other than in connection with an optional or mandatory 
tender and remarketing. Such purchases and sales may be at or below par. However, tlie 
Remarketing Agent is not required to make a market in tlie Bonds. The Remarketing Agent may also 
sell any Bonds it has purchased to one or more affiliated investment vehicles for collective ownership 
or enter into derivative arrangements with aftiliates or others in order to reduce its exposure to the 
Bonds. The purchase of Bonds by tlie Remarketing Agent may cause the interest rate to be lower 
than it would be if the Remarketing Agent did not purchase Bonds and may create the appearance 
tliat there is greater third party demand for the Bonds in tlie market than is actually the case. The 
practices described above also may result in fewer Bonds being tendered in a remarketing. 

Bonds May be Offered (it Different Prices on Any Date Including a Rnte Determination 
Dnte. Pursuant to the Remarketing Agreement and the Indenture, the Remarketing Agent is required 
to determine the applicable rate of interest that, in its judgment, will result in the sale of the Bonds at 
a price equal to the principal amount thereof as of the Rate Determination Date. The interest rate will 
reflect, among other factors, the level of market demand for the Bonds (including whether the 
Remarketing Agent is willing to purchase Bonds for its own account). Tlie purchase of the Bonds by 
tlie Remarketing Agent may cause tlie interest rate to be lower than it would be if tlie Remarketing 
Agent did not purchase Bonds. There may or may not be Bonds tendered and remarketed on a Rate 
Determination Date, tlie Remarketing Agent may or may not be able to remarket any Bonds tendered 
for purchase on such date at par and the Remarketing Agent may sell Bonds at varying prices to 
different investors on such date or any other date. The Remarketing Agent is not obligated to advise 
purchasers in a remarketing if it does not have third party buyers for all of tlie Bonds at the 
remarketing price. If the Authority shall deliver a Favorable Opinion of Bond Counsel, the 
Remarketing Agent may set the interest rate set for some or all of.the Bonds at a premium or a 
discount. 

TIte Ability to Sell the Boncls other thntz Through Tender Process May Be Limited. The 
Remarketing Agent may buy and sell Bonds other than through the tender process. However, it is 
not obligated to do so and may cease doing so at any time without notice and may require owners 
that wish to tender tlieir Bonds to do so through the Trustee with appropriate notice. Thus, investors 
who purchase the Bonds, whether in a remarketing or otherwise, should not assume that they will be 
able to sell tlieir Bonds other than by tendering the Bonds in accordance with tlie tender process. 



Tile Remarketing Agent May Be Removed, Resign or Transfer its Riglzts and Obligations 
at any Tima Tlie Remarketing Agent may be removed or resign at any time, without a successor 
having'been named, subject to the terms of the Remarketing Agreement and the Indenture. With 
prior written notice to (but without the consent of) the Authority, the Trustee, the Credit Facility 
Provider and the Owners of tlie Bonds, the Remarketing Agent may assign or transfer any or all of its 
rights and obligations as remarketing agent under the Remarketing Agreement and under the Trust 
Agreement to any other direct or indirect wholly owned subsidiary of Bank of America Corporation 
so long as such subsidiary meets the qualifications for a Remarketing Agent set forth in the Indenture 
and is otherwise permitted to perform such obligations under all applicable federal and state banking 
arid securities laws, rules and regulations. 

RISK FACTORS 

Tlie following section  describe.^ certain risk factors aflecting the pay?nerit of ~ lnd  .securi/y.fbr 
the Bonds: It is not nlemt to be an exhaustive list of the risks cr.s.sociated with the yurchuse ofthe 
Bonds and does not necessurily reflect the relutive inzportance of the variou,~ issues. Potential 
investors are advised to consider the following factors, along wit11 all other irlformation in this 
Official Statenzent, in evaluating the Bonds. There can be no a.ssurunce that olher risk factors will 
not become nzaterial in the.future. 

General 

The Bonds are payable solely from, and are secured solely by, a pledge of Revenues and 
certain amounts on deposit fro111 time to time in various funds and accounts. The Revenues consist 
primarily of: (i) Base Rental Payments payable by the City, as lessee, to the Authority, as lessor, for 
the use and possession of the Leased Property; (ii) all interest or other income from any investment 
of any money in any fund or account (other than the Rebate Fund) established pursuant to the 
Indenture or the Lease Agreement; (iii) the Swap Revenites (as defined in the Indenture) and (iv) any 
additional security provided for a Series of Bonds in a Supple~nental Indenture.. If for any of the 
reasons described herein, or for any other reason, the Authority does not collect sufficient Revenues 
to pay debt service on the Bonds, and the Related Obligations neither the Authority nor the City will 
bc obligated to utilize any other of its resources, other than moneys on deposit in the Reserve Funds 
and in certain other funds and accounts, to pay debt service on the Bonds and the Related 
Obligations. 

Although the Base Rental Payments are payable from all funds lawfully available to the City, 
tlie Base Rental Payments are not secured by any pledge of or lien or taxes or other revenue of the 
City. Subsequent to the defeasance of the Prior Bonds, the City will remain liable on other 
obligations that are payable from its general revenues, including: its 1993 Refunding Certificates of 
Participation (Community Center Project) in an outstanding principal amount of $19,935,000 with a 
final maturity of November 1,2023 and its 1993 Refi~nding Certificates of Participation (Golf Course 
Project) in an outstanding principal amount of $5,435,000 with a final maturity ofNovember 1 ,  2023. 
In addition, tlie City will retain the ability to enter into other obligations which may constitute 
additional charges against its revenues. In the event the City's revenue sources are less than its total 
obligations, the City could choose or could be required to pay those other obligations or to make 
expenditures necessary to preserve the health and welfare of the residents of tlie City before making 
the Base Rental Payments. The same results could occur if, because of State constitutional limits on 
expenditures, the City is not per~nitted to appropriate and spend all of its available revenues. See 
"Constitutional Limitations on Taxes and Expenditures." 



Abatement Risk 

During any period in which, by reason of material damage or destruction, there is substantial 
interference with the use and possession by the City of any portion of the Lease Property, Base 
Rental Payments due under the Lease Agreement will be abated proportionately. Notwithstanding 
the foregoing, such abatement shall not result to the extent of any moneys held by the Trustee under 
the Indenture (including, particularly, without limitation, the Reserve Fund, the Principal Account 
and the Interest Account), or to the extent such Base Rental Payments are made from proceeds of 
insurance and rental interruption insurance. However, as noted above under the caption "Subordinate 
Obligation," insurance proceeds would be applied first to pay the obligations of the City under the 
1998 Lease and would therefor inure to the benefit of the owners of the 1998 Bonds before being 
made available to pay Base Rental Payments. The City waives any and all right to terminate the 
Lease Agreement by virtue of any such interference and the Lease Agreement will continue in full 
force and effect. 

Earthquakes, Floods and Other Natural Disasters 

Earthquakes, floods or other natural disasters could,damage or destroy portions or all of the 
Leased Property and thereby result in an abatement of the City's obligation to pay the Base Rental 
Payments as discussed above under the caption "Abatement Risk." The City is not required to insure 
the Leased Property against damage caused by earthquakes. Natural disasters could also adversely 
affect economic activity in the City thereby negatively impacting tlie City's finances. Property 
within the City has been damaged by floods from time to time, most recently in January 1997; and 
there are several geological faults in tlie greater San Francisco Bay area that have the potential to 
cause serious earthquakes which could result in damage to buildings, roads, bridges and other 
property within the City. 

State Budgets Concerns 

As discussed below, the Governor has declared a fiscal emergency under the State 
Constitution and has called a special session of the State Legislature to address it. Whatever the 
outcome, the State is likely to continue to face significant budget issues for the foreseeable future. 
Through the State budget process, the State can enact legislation that significantly impacts the 
source, amount and timing of the receipt of revenues by local agencies, including the City. As in 
recent years, State budget deficits can result in legislation that adversely impacts local agency 
budgets. 

The ji7llowing injbr~nution concerning the State :s budgets has been obt~rinecl.fiom publicly 
.available ii?fbrmation which the City believes to be reliable: however, neither the City nor the 
Under~~riter takes responsibility as to the accuracy or completeness o f  this itzjbrtnution and has not 
indepenclenlly veriJied .vuch infi,rnzutioii. 

The Stote Budget Process. The State's fiscal year begins on J~lly 1 and ends on June 30. 
Pursuant to the State Constitution, the Governor of the State is required to propose a budget for the 
next fiscal year (the "Governor's Budget") to the State Legislature no later than January I0 of each 
year, and a final budget must be adopted by a two-thirds vote of each house of the State Legislature. 
The budget becomes law upon the signature of the Governor. The State's final budget has been 
adopted after beginning of the new fiscal year on July 1 .  



Under State law, the annual proposed Governor's Budget cannot provide for projected 
expenditures in excess of projected revenues and balances available from prior fiscal years. 
Following the submission of the Governor's Budget, the State Legislature takes up the proposal. 
Under the State Constitution, money may be drawn from the State Treasury only through an 
appropriation made by law. The primary source of the annual expenditure authorizations is the 
Budget Act as approved by the State Legislature.and signed by the Governor. The Budget Act must 
be approved by a two-thirds majority vote of each House of the State Legislature. The Governor 
may reduce or eliminate specific line items in the Budget Act or any other appropriations bill without 
vetoing the entire bill. Such individual line-item vetoes are subject to override by a two-thirds 
majority vote of each House of the State Legislature. Appropriations also may be included in 
legislation other than the Budget Act. Bills containing appropriations (except for K-14 education) 
must be approved by a two-thirds majority vote in each House of the State Legislature and be signed 
by the Governor. Continuing appropriations, available without regard to fiscal year, may also be 
provided by statute or the State Constitution. Funds necessary to meet an appropriation need not be 
in the State Treasury at the time such appropriation is enacted; revenues may be appropriated in 
anticipation of their receipt. However, delays in the adoption of a final State budget in any fiscal 
year may affect payments of State funds during such budget impasse. 

Governor's Proposed Fiscnl Year 2008-09 State Budget. On January 10, 2008, the 
Governor released his proposed budget for Fiscal Year 2008-09 (the "2008-09, Governor's Budget"). 
The 2008-09 Governor's Budget projects an estimated $14.5 billion budget sl~ortfall by the end of 
Fiscal Year 2008-09, in the absence of any changes to State law or policy to reduce spending, which 
the Governor proposes to address with more than $1 7 billion in correction actions. In particular, the 
2008-09 Governor's Budget projects State General Fund revenues and transfers for Fiscal Year 
2008-09 of $102.9 billion, an increase of approximately 2.1 percent above the anticipated revenues 
and transfers for Fiscal Year 2007-2008, and State General Fund expenditures of $101.0 billion, a 
decrease of approximately 2.3 percent below the anticipated expenditures for Fiscal Year 2007-08. 
With proposed expenditures of $2.6 billion more than revenues, the 2008-09 Governor's Budget 
pro-jects ending Fiscal Year 2007-08 with a State General Fund balance of $1.76 billion, of which 
$885 will be reserved for the liquidation of encumbrances and $872 will be deposited in a reserve for 
economic uncertainties, and ending Fiscal Year 2008-09 with a State General Fund balance of 
$3.67 billion, of which $885 million will be reserved for the liquidation of encumbrances and 
$2.78 billion will be deposited in a reserve for economic uncertainties, provided various 
budget-balancing proposals are approved. 

The Governor's revised economic forecasts' for the State reflects weaker economic 
performance than was previously forecast. State personal income growth (considered the broadest 
single measure available of the State's overall economic activity) is predicted to slow from 
5.6 percent in 2007, to 4.8 percent in 2008, and then increase to 5.2 percent in 2009. Job growth 
within the State is expected to drop from 0.8 percent for 2007, to 0.7 percent for 2008, and then 
increase to 1 percent for 2009. New housing permits in the State are expected to be 95,000 in 2008, 
compared to an average of more than 160,000 annually for the past ten years. 

The Governor has declared a fiscal emergency under the State Constitution and called the 
Legislature into special session to, among other things, consider the.Governor7s proposals for 
balancing the State budget, which includes issuing approximately $3.3 billion in deficit financing 
bonds, suspending a $1.5 billion supplementary payment on outstanding deficit financing bonds, 
accruing in Fiscal Year 2008-09 $2 billion in tax revenues that are currently reflected as Fiscal Year 
2009-1 0 revenues, reducing K-14 education spending in the current year by $400 million, suspending 



the Proposition 98 ~nini~num guarantee in the amount of $4 billion in Fiscal Year 2008-09, saving 
approxi~nately $758 million by Fiscal Year 2009-10 by releasing certain nonviolent prisoners and no 
longer actively supervising nonviolent offenders on parole, and making 10 percent across-the-board 
reductions (aggregating to approxi~nately $5 billion in savings) in most other State programs, 
excepting only program reductions that are deemed to be in conflict with the State Constitution or 
impractical. 

In addition, the Governor proposes that a constiti~tional amendment be put before the State's 
voters, which amendment would provide for a creation of a third State reserve fund to receive 
revenues from the General Fund of any amount over the average long-term trend of revenue growth 
rate (which amounts would be transferred back to the General Fund in any year in which revenue 
growth was below the average) and provide the Governor with the power to make program 
reductions when he predicts the State to be in a budget deficit. The Governor also seeks legislation 
that would allow him to make reductions to the services of statutory entitlement programs. 

Features of the 2008-09 Governor's Budget include the following: 

1. The 2008-09 Governor's Budget proposes to fi~lly fund the Proposition 1A 
loan repayment for Fiscal Year 2008-09 and the approximately $1.5 billion Proposition 42 
transfer. which is proposed to be allocated as follows: $82.7 million to the Traffic 
Congestion Relief Fund, $594.2 million to the State Transportation Improvement Program, 
$297.1 million to the Public Transportation Account and $594.2 million to cities and counties 
for local streets and roads maintenance. 

2. The 2008-09 Governor's Budget includes the elimination of $75 million in 
estimated reimbursement claims but' does not subject unreimbursed pre-2004 mandate 
reimbursements to the proposed 10 percent reductions. 

3. 'The 2008-09 Governor's Budget includes changes to Cal WORKS that are 
expected to result in net savings of $74 million in 2007-08 and $389 million in 2008-09, 
including the increase of economic sanctions for families with adults who do not comply with 
program requirements and the elimination of the children's safety net grant unless their 
parent(s) meeting federal work participation requirements. 

4. The 2008-09 Governor's Budget provides for the July 2008 CalWORKs 
COLA in the amount of $ 13 1 million but proposes the deletion of the June 2008 State 
COLA for SSI / SSP recipients, which is expected to result in savings of $23 million in Fiscal 
Year 2007-08 and $271 million in Fiscal Year 2008- 09. 

5. The 2008-09 Governor's Budget proposes reducing provider rates for 
Medi-Cal to generate Fiscal Year 2007-08 State General Fund savings of $33 million and 
Fiscal Year 2008-09 savings of $602 million, which savings would be achieved through a 
10 percent provider payment reduction to most fee-for-service providers (generally 
physicians). The 2008-09 Governor's Budget also proposes to change from a weekly 
reimbursetnent schedule to an annual reimbursement schedule for a one-time State General 
Fund savings of $165 million. 



On January 14, 2008, the Legislative Analyst's Office (the "LAO") released a report entitled 
"Overview of the Govenior's Budget" (the "LAO Proposed Budget Overview"), which provides an 
analysis by the LAO of the 2008-09 Governor's Budget. 

In the LAO Proposed Budget Overview, the LAO states that tlie 2008-09 Governor's 
Budget's revenue forecast is generally reasonable (although recent cash tre'nds and continued 
negative economic reports may cause actual results to be lower than forecasted) and its spending 
proposals are built upon solid assumptions about caseload and program requirements. However, the 
LAO states that, in the context of the amount of corrective actions that are proposed, the ongoing 
revenue-raising proposals set forth in the 2008-09 Governor's Budget are minimal, indicated that the 
proposed across-the-board reductions may cause many programs to operate in a less than optimal 
manner thus providing lower quality services to tlie public, and questioned whether certain proposed 
accruals co~iiply with generally accepted accounting principles. The LAO recomliiends that the 
Legislature, among other things, focus on early decisions tliat will allow State programs to achieve 
desired savings in the current year, identify additional revenue solutions, balance the budget 
proposals set fort in the 2008-09 Governor's Budget against the programmatic impacts from delaying 
payliients to schools and local governments. In addition, the LAO stated that the refor~iis included in 
tlie 2008-09 Governor's Budget represent a "serious diminution of the Legislature's appropriation 
authority" and "limit future policy makers' options to craft budgets" and suggests the exploration of 
otherhudgetary options. 

The Fiscal Year 2008-09 State Budget ("Fiscal Year 2008-09 State Budget") is expected to 
be sub-ject to significant negotiation and revision prior to its ultimate adoption. There can be no 
assurances tliat the final Fiscal Year 2008-09 State Budget will not place additional burdens on local 
governments, including cities, or will not significantly reduce revenues to such local governments. 
'The Fiscal Year 2008-09 State Budget is subject to approval by the State Legislature, and the City 
cannot predict tlie ultimate impact of the final approved Fiscal Year 2008-09 State Budget on the 
City's financial situation. In  tlie event the final Fiscal Year 2008-09 State Budget includes decreases 
in City revenues or increases in required City expenditures from the levels assumed by the City, the 
City will be required to generate additional revenues, curtail prograins and/or services, or spend 
down its reserves to ensure a balanced budget. 

On February 20, 2008 the LAO released several documents containing more detailed 
analyses of the Governor's proposed budget, including a summary entitled "Highlights of tlie 
2008-09 Analysis" (the "2008-09 Analysis"). The 2008-09 Analysis contains an economic forecast 
tliat is "somewhat weaker" than that of the administration reflected in the proposed budget. Based on 
this updated economic forecast, but assuming the revenue-related proposals in the proposed budget, 
the LAO forecasts that General Fund revenues will be $1.5 million below the administration's 
estiliiate for the current and budget years combined. The 2008-09 Analysis contains the following 
assessments of the proposed budget: 

I .  Larger Budget Shortfall. Over the current and budget years, the Governor 
identified a gap of $14.5 billion between revenues and expenditures. Due principally to the 
LAO'S lower revenue estimates, it pro-jects the state would face roughly a $16 billion 
shortfall, absent corrective actions. 

2. Structural Shortfalls Would Return. Even if the legislature adopted the 
Governor's budget in wl~ole, the state would face multibillion dollar shortfalls in fittiire years. 



Tlie LAO projects that the state would face about a $4 billion operating shortfall in 2009-10, 
shrinking to between $2 billion and $3 billion in the two following years. 

,' 
3. Budget Fails to Set Priorities. The administration's across-the-board budget 

reductions reflect little effort to prioritize and determine which state programs provide 
essential services or are most critical to California's future. 

, . 
4. Revenue Solutions Are Minimal. By foc~tsirig almost exclusively on the 

spending side, the administration's plan unnecessarily limits the range of budget solution 
options. 

The 2008-09 Analysis proposes alternatives to tlie Governor's proposed budget, including 
what it characterizes as a more balanced and targeted approach to addressing tlie State's budget 
shortfal I. 

On May 14, 2008, the Governor released his May Rcvision to tlie Proposed 2008-09 Budget 
(the "May 2008 Revision"). On May 19, 2008, the LAO released its Overview of the May 2008 
Revision. The following information is adapted from the LAO'S Overview of the May 2008 
Revision. 

Tlie Governor's estimate of the gap between revenues and expenditures identified as 
$14.5 billion in January 2008, grew to $22 billion in the May 2008 Revision due to a projected 
decline in revenue of $6 billion and additional expenses of $1.7 billion. At the special session of the 
legislature in February 2008, the legislature and the Governor adopted $7 billion in solutions, leaving 
a gap of $15 billion to be addressed. In addition to solutions proposed in tlie Governor's proposed 
budget, tlie May 2008 Revision puts forth $8 billion in new solutions including an expected 
$5.1 billion in additional revenue from tlie securitization of future State lottery revenues. The 
remaining solutions include expanding a redirection of public transit funds for general fund purposes, 
reducing fiinding for the compensation offer to correctional officers, loans from special funds, and 
other reductions in spending. 

The LAO considers the reduced forecasts for expenditures to be reasonable and tlie LAO 
projects that if all of the May 2008 Revision solutions were adopted the reserve would be 
$1.5 billion, compared to the Governor's pro-jection of $2 billion. The $500 million difference is 
based on differing assumptions of tlie Governor and the LAO about expenses and revenues. 
However, if the lottery securitization proposal is not adopted, the May 2008 Revision proposes a 
1% sales tax increase which would not take effect until January 1, 2009. Since the 2008-09 fiscal 
year would only have six months remaining, the LAO prqjects $3 billion in revenue would be raised 
by the sales tax increase, or $2 billio~i less than tlie anticipated revenue from the lottery securitization 
proposal, eliminating the projected reserve. Also, if taxes were raised, the Proposition 98 funding 
obligation would increase as well. 

The LAO concludes that balancing the budget will be challenging due to tlie structural 
deficits the State faces, and projects tl;at the reserve in the current year, even if tlie lottery 
securitization proposal is accepted, would be approximately $1.5 billion. 

As of the date of this Official Statement, the Legislature had not approved the budget for 
Fiscal Year 2008-09. 



There have been certain published reports of legislative considerations to implement revenue 
shifts under Proposition 1 A. Such a shift can have adverse effects on the District's Fiscal Year 2009 
budget. See "- Propositioil IA" below. 

Future Stnte Buclgets. No prediction can be made by the City as to whether the State will 
encounter budgetaly problems in this or in any fittitre Fiscal Years, and if it were to do so, it is not 
clear what measures would be taken by the State to balance its budget, as required by law. In 
addition, the City cannot predict the final outcome of future State budget negotiations, the impact that 
such budgets will have on its finances and operations, the outcome or impact of future ballot 
measures and legislation, or what actions will be taken in the future by the State Legislature and 
Governor to deal with changing State revenues and expenditures. Current and future State budgets 
will be affected by national and State economic conditions and other factors, including the current 
econonlic downturn, over which the City has no control. To the extent that the State budget process 
results in reduced revenues to the City, the City will be required to make adjustments to its budget. 
Decrease in such revenues may have an adverse impact on the City's ability to pay Base Rental 
Payments. 

Certain information about the State budgeting process and the State Budget is available 
through several State of California sources. The references to internet websites shown below are 
shown for reference arid convenience only; the information contained within the websites has not 
been reviewed by the City and is not incorporated herein by reference. 

The California State Treasurer's Internet home page at wwMI.trea.surer.cn.gov, under the. 
heading "Financial Information," posts the State's audited financial statements. In addition, the 
"Financial Information" section includes the State's Rule 15c2-12 filings for State bond issues. The 
"Financial Information" section also includes the "Overview of the State Economy and Government, 
State Finances, State Indebtedness, Litigation" from the State's most current Official Statement, 
which discusses the State budget. The California Department of Finance's Internet home page at 
w~~~v.dof.~cn.gov, under the heading "California Budget," includes the text of proposed and adopted 
State Budgets. The State Legislative Analyst's Office prepares analyses of the proposed and adopted 
State Budgets. All information from the LAO office is available on the LAO website at 
www.lao.ca.gov. Information on the website is not incorporated herein by reference. 

Proposition IA. On November 2, 2004, California voters approved Proposition IA, which 
amends tlie State Constitution to significantly reduce the State's authority over ma-jor local 
government revenue sources. Under Proposition 1 A, tlie State may not (i) reduce local sales tax rates 
or alter the method of allocating the revenue generated by such taxes, (ii) shift property taxes from 
local governments to schools or commi~nity colleges, (iii) change how property tax revenues are 
shared among local governments without two-third approval of both houses of the State Legislature, 
or (iv) decrease Vehicle License Fees revenues without providing local governments with equal 
replacement funding. Beginning in 2008-09, the State may shift to schools and community colleges 
a limited amount of local government property tax revenue if certain conditions are met, including 
(a) a proclamation by the Governor that the shift is needed due to a severe financial hardship of the 
State, and (b) approval of the shift by the State Legislature with a two-thirds vote of both houses. 
Under such a shift, the State must repay local governments for their property tax losses, with interest, 
within three years. Proposition 1A does allow the State to approve voluntary exchanges of local 
sales tax and property tax revenues among local governments within a county. Given the magnitude 
of the State's budgetary deficit, it is possible that the Governor will from time to time proclaim that a 



shift of additional local property tax revenue, including tax revenue of the City, is needed due to 
severe financial hardship. 

ERAF Shift. Receipt of the City's share of the 1 %  property tax is subject to State law and 
can be reduced or eliminated altogether. I n  Fiscal Year 2005 and 2006 State Budgets shifted a 
portion of the share of the one percent property tax collected to the Educational Reveni~e 
Augmentation Fund ("ERAF"). As a result, in Fiscal Years 2005 a11.d 2006, the share of the City 
property tax revenues was transferred to ERAF. The ERAF shift expired in Fiscal Year 2007. It 
cannot be predicted if future legislation will be introduced to further reduce, or entirely eliminate, the 
percentage of the ad valorem property taxes paid to the City. Given the possible shortfalls that exist 
in the State's budget, it is possible that the State will again look to shift property taxes away from 
certain local agencies in an effort to arrive at a balanced budget. 

Vehicle License Fees. Vehicle license fees ("VLF") imposed for the operation of vehicles 
on state highways are collected by the State Department of Motor Vehicles. VLF were historically 
assessed in the amount of two percent of a vehicle's depreciated market value for the privilege of 
operating a vehicle on the State's public highways. Beginning in 1999, the VLF paid by vehicle 
owners was offset (or reduced) to the effective rate of 0.65 percent. In connection with the offset of 
the VLF, the State Legislature authorized appropriations from the State General Fund to "backfill" 
the offset so that local governments, which receive all of the vehicle license fee revenues, would not 
experience any loss of revenues. The legislation that established the VLF offset program also 
provided that if there were insufficient State General Fund moneys to fully "backfill" the VLF offset, 
the percentage offset would be reduced proportionately (i.e., the license fee payable by drivers would 
be increased) to assure that local governments would not be underfi~nded. 

In June 2003, the State Director of Finance ordered the suspension of VLF offsets due to a 
determination that insufficient State General Fund moneys would be available for this purpose, and, 
beginning in October 2003, the VLF paid by vehicle owners were restored to the two percent level. 
However, the offset suspension was rescinded by the Governor on November 17, 2003, and State 
offset payments to local governments resumed. Local governments received "backfill" payments 
totaling $3.80 billion in Fiscal Year 2003. "Backfill" payments totaling $2.65 billion were paid to 
local governments in Fiscal Year 2004. 

As part of the 2004 Budget Act negotiations, an agreement was reached between the State 
and local government officials (the "State-local Agreement") under which the VLF rate was 
permanently reduced from two percent to 0.65 percent. In  order to protect local governments, the 
reduction in VLF revenue to cities and counties from this rate change was replaced by an increase in 
the amount of property tax local governments receive. Under the State-local Agreement, for Fiscal 
Years 2005 and 2006 only, the replacement property taxes that cities and counties receive were 
reduced by $700 million. Commencing in Fiscal Year 2005, local governments began to receive 
their full share of replacement property taxes, and those replacement property taxes now enjoy 
constitutional protection against certain transfers by the State due to the approval of Proposition 1 A 
at the November 2004 election. See "RISK FACTORS - State Budget Concerns - Proposition 1 A" 
below. See also Appendix B - "CERTAIN INFORMATION REGARDING THE CITY - Motor 
Vehicle License Fees." 

Impact qf Sales and Use Tax Redirection. Commencing in Fiscal Year 2005, the State 
started to temporarily redirect local sales and use taxes to the State, including 0.25% that would 



otherwise be available to the City, to pay debt service on its "econo~nic recovery" bonds. The State 
will increase local governments' share of local property tax by a corresponding amount. 

However, it should be noted that certain features and consequences of this redirection could 
impact the availability of revenues to pay Rase Rental Payments. First, there may be a timing issue 
associated with the "backfill" of redirected sales and use taxes with property tax revenue: while sales 
and uses taxes are distributed by the State Board of Equalization on a monthly basis, the County of 
Stanislaus (the "County") would only backfill with property taxes on a semi-annual basis. This 
timing issue would not only impact the City's cash flow, but would cause the City to lose investment 
earnings on the sales and uses taxes it otherwise would have received on a monthly basis. 

Second, it is possible that the fees charged by the County for property tax administration, 
which are subtracted from property tax revenue collected by the County before it is allocated to tlie 
City, could increase as a result of the various tasks required of the County by the redirection. In 
addition, the State Board of Equalization administration fee is likely to increase as a percentage of 
local sales and use tax received by the City ~ ~ n l e s s  the State Board of Equalization reduces its fee, 
which it is unlikely to do because the cost of collecting the sales and use taxes on a per-transaction 
basis is unlikely to go down. 

Third, tlie redirection .of sale and use taxes by the State reflects the vulnerability of local 
government to the State budget process. If, in the future, the State elects to further reallocate sales 
and use taxes or property tax revenue, or any other source of revenue used by the City to make Base 
Rental Payments, such redirecting may adversely impact tlie City's finances and reduce the amount 
of revenue available to pay Base Rental Payments. 

Constitutional Limitations on Taxes and Expenditures 

Article MIIA of tlze Cul~ornin Constitutiorz. Section 1 (a) of Article XITIA of the California 
Constitution limits the maximum ad valorem tax on real property to 1% of full cash value (as defined 
in Section 2 of Article XIIIA), to be collected by each county and apportioned among the county and 
other public agencies and funds according to law. Section I(b) of Article XlIIA provides that the 1% 
limitation does not apply to ad valorem taxes to pay interest or redemption charges on 
(a) indebtedness approved by the voters prior to July 1, 1978 or (b) any bonded indebtedness for the 
acquisition or improvement of real property approved on or after July 1, 1978, by two-thirds of the 
votes cast by the voters voting on the proposition. Section 2 of Article XIIIA defines "full cash 
value" to mean "the county assessor's valuation of real property as shown on the 1975-76 tax bill 
under 'full cash value' or, thereafter, the appraised value of real property when purchased, newly 
constructed, or a change in ownership Iias occurred after the 1975 assessment." The full cash value 
may be adjusted annually to reflect inflation at a rate not to exceed 2% per year or to reflect a 
reduction in the consumer price index or comparable data for the area under the taxing jurisdiction, 
or reduced in the event of declining property values caused by substantial damage, destruction, or 
other factors. Legislation enacted by the State Legislature to implement Article XIIIA provides that 
notwithstanding any other law, local agencies may not levy any ad valorem property tax except to 
pay debt service on indebtedness approved by the voters as described abovc. 

On June 18, 1992, following a number of challenges to the provisions of Article.XIIIA, the 
United States Supreme Court upheld the decision in Nordlirger v. Huhn, a case involving residential 
property taxation decided by the State Court of Appeals. The 8 to 1 majority held that the 
Article XllIA assessment method serves a rational state interest by providing certainty regarding 



property taxes to homeowners and therefore does not violate provisions of the Equal Protection 
Clause codified in the 14th Amendment of the U:S. Constitution. 

'I Tlie effect of Article XIIIA on the City's finances, then, has been to restrict ad valorem tax 
revenues for general purposes to the statutory allocation of the 1% levy while leaving intact the 
power to levy ad valorem taxes in whatever rate or amount may be required to pay debt service on its 
general obligation bonds. The City cannot predict whether any further challenges to the State's 
present system of property tax assessment will be made, or what the outcome of impact on any of the 
City of any such challenge might be. 

Article XIIIB of tlze Crrlifirtzicr Constitutio~z. An initiative amendment to tlie California 
Constitution (Article XIIIB) was approved by the California electorate on November 6, 1979. This 
amendment establishes limits on certain annual appropriations of state and local government entities. 
Initially, the limits are based generally on appropriations for the Fiscal Year 1978-79 with future- 
adjustments permitted for changes in the cost of living, population and certain other factors. The 
definition of appropriations subject to limitation is stated so as to exclude, among other things, 
( I )  appropriations of proceeds received by a government entity from user fees to the extent such 
proceeds do not exceed the costs reasonably borne by such entity in providing the product or service, 
(2) the appropriations of any special district "whicli did not as of the 1977-78 fiscal year levy an ad 
valorem tax on property in excess of 12% cents per $1 00 of assessed value", and (3) "appropriations 
required to pay the cost of interest and redemption charges, including tlie funding of any reserve or 
sinking fund required in connection therewith, on indebtedness existing or legally authorized as of 
January 1, 1979, or a bonded indebtedness thereafter approved . . ." by vote of tlie electors of tlie 
issuing entity. In addition, the amendment provides tliat nothing in it "will be construed to impair the 
ability of tlie State or any local govern~iient to meet its obligations with respect to existing or future 
bonded indebtedness." 

Articles XIIIC cmdXIIID of the Crrlifornicc Constitution. An initiative measure entitled the 
"Right to Vote on Taxes Act" (the "Initiative") was approved by the voters of the State of California 
at the November 5, 1996 general election. The Initiative added Article XlIIC and Article XIIID to 
the California Constitution. According to tlie "Title and Summary" of the Initiative prepared by tlie 
California Attorney General, the Initiative limits "the authority of local governments to impose taxes 
and property-related assessments, fees and charges." 

Article XIIlC prohibits local governments from imposing, extending or increasing: (i) any 
general tax unless and until that tax is submitted to the electorate and approved by a ma-jority vote or 
(ii) any special tax ~ ~ n l e s s  and until tliat tax is submitted to the electorate and approved by a two 
thirds vote. Tn addition, Article XIIIC provides that the initiative power shall not be prohibited or 
othenvise limited in matters of reducing or repealing any local tax, assessment, fee or charge and that 
the power of initiative to affect local taxes, assessments, fees and charges shall be applicable to all 
local governments. 

Article XIllD defines the terms "fee" and "charge" to mean "any levy other than an ud 
vnloreriz tax, a special tax or an assessment, imposed by an agency upon a parcel or upon a person as 
an incident of property ownership, including user fees or charges for a property-related service." A 
"property-related service" is defined as "a public service having a direct relationship to property 
ownership." Article XIIID further provides that reliance by an agency on any parcel map (including 
an assessor's parcel map) may be considered a significant factor in determining whether a fee or 
charge is imposed as an incident of property ownership. 



Article XIIlD requires that any agency imposing or increasing any property-related fee or 
charge must provide written notice thereof to the record owner of each identified parcel upon which 
such fee or charge is to be imposed and must conduct a public hearing with respect thereto. The 
proposed fee or charge may not be imposed or increased if a majority of owners of the identified 
parcels file written protests against it. 

In addition, Article XlllD includes a number of limitations applicable to pre-existing fees and 
charges including provisions to the effect that (i) revenues derived from the fee or charge shall not 
exceed the funds required to provide the property-related service, (ii) such revenues shall not be used 
for any purpose other than that for which the fee or charge was imposed, (iii) the amount of a fee or 
charge imposed upon any parcel or person as an incident of property ownership shall not exceed the 
proportional cost of the service attributable to the parcel and (iv) no such fee or charge may be 
imposed for a service unless that service is actually used by, or immediately available to, the owner 
of the property in question. Property-related fees or charges based on potential or future use of a 
service are not permitted. 

No assurance may be given that Articles XITIC and XIIlD will not have a material adverse 
impact on the City's revenues. 

Other Initiative Measures 

Articles XIIIA, XIIIB, XIIIC and XIIID were adopted pursuant to California's constitutional 
initiative process. From time to time other initiative measures could be adopted by California voters, 
placing additional limitations on the ability of the City to increase revenues. 

Limited Recourse on Default 

If an event of default occurs and is continuing under the Lease Agreement, there is no 
remedy of acceleration with respect to any Base Rental Payments which have not come due and 
payable in accordance with the Lease Agreement. The City will continue to be liable for Base Rental 
Payments as they become due and payable in accordance with the Lease Agreement, and the Trustee 
will be required to seek a separate judgment each year for that year's defaulted Base Rental 
Payments. Any such suit for money damages would be subject to limitations on legal remedies 
against public agencies in the State, including a limitation on enforcement ofjudgments against filnds 
or property needed to serve the public welfare and interest. 

Bankruptcy 

In addition to the limitations on remedies contained in the lndenture and the Lease 
Agreement, the rights and remedies provided in those documents may be limited by, and are subject 
to, provisions of federal bankruptcy laws as the same currently exist or may be hereafter amended, as 
well as other laws and equitable principles that may affect creditors' rights. In the event of the 
bankruptcy of the City, its obligations under the Lease Agreement could be set aside. 

TAX MATTERS 

In the opinion of Sidley Austin I,I,P, San Francisco, California, Bond Counsel, based on 
existing statutes, regulations, rulings and judicial decisions and assuming compliance with certain 
covenants in the lndenture and the Lease Agreement and requirements of the Internal Revenue Code 



of 1986, as amended (the "Code"), regarding the use, expenditure and investment of proceeds of the 
Bonds and the timely payment of certain investment earnings to the United States, interest on the 
Bonds is not includable in the gross income of the owners of the Bonds for federal income tax 
purposes. Failure to comply with such covenants and requirements may cause interest on the Bonds 
to be included in gross income retroactively to the date of issuance of the Bonds. 

In the further opinion of Bond Counsel, interest on the Bonds is not treated as an item of tax 
preference in calculating the federal alternative miriimum taxable income of individuals and 
corporations. Interest 011 the Bonds, however, is included as an adjustlnent in the calculation of 
federal corporate alternative minimum taxable income and may therefore affect a corporation's 
alternative minimum tax liability. 

Ownership of, or the receipt of interest with respect to, tax-exempt obligations may result in 
collateral tax consequences'to certain taxpayers, including, without limitation, financial institutions, 
property and casualty insurance companies, certain foreign corporations doing business in the United 
States, certain S corporations with excess passive income, individual recipients of Social Security or 
Railroad Retirement benefits, taxpayers that may be deemed to have incurred or continued 
indebtedness to purchase or carly tax-exempt obligations and taxpayers who may be eligible for the 
earned income tax credit. Bond Counsel expresses no opinion with respect to any collateral tax 
consequences and, accordingly, prospective purchasers of the Bonds should consult their tax advisors 
as to the applicability of any collateral tax consequences. 

Certain requirements and procedures contained or referred to in the Indenture and the Lease 
Agreement may be changed, and certain actions may be taken, under the circumstances and subject 
to the terms and conditions set forth in such documents, upon the advice or with the approving 
opinion of counsel nationally recognized in the area of tax-exempt obligations. Bond Counsel 
expresses no opinion as to the effect of any change to any document pertaining to the Bonds or of 
any action taken or not taken where such change is made or action is taken or not taken without our 
approval or in reliance upon the advice of counsel other than Sidley Austin LLI' with respect to the 
exclusion from gross income of the interest represented by the Bonds for federal income tax 
purposes. 

Information Reporting and Backup Withholding 

Interest paid on tax-exempt obligations is subject to information reporting in a manner 
similar to interest paid on taxable obligations. While this reporting requirement does not, by itself, 
affect the excludability of interest from gross income for federal income tax purposes, the reporting 
requirement causes the payment of interest on the Bonds to be subject to backup withholding if such 
interest is paid to beneficial owners that (a) are not "exempt recipients," and (b) either fail to provide 
certain identifying information (such as the beneficial owner's taxpayer identification number) in the 
required manner or have been identified by the IRS as having failed to report all interest and 
dividends required to be shown on their income tax returns. Generally, individuals are not exempt 
recipients, whereas corporations and certain other entities are exempt recipients. Amounts withheld 
under the backup withholding rules from a payment to a beneficial owner are allowed as a refund or 
credit against such beneficial owner's federal income tax liability so long as the required information 
is furnished to the IRS. 



State Tax Exemption 

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

~ u t u r e  Developments 

Future legislative proposals, if enacted into law, regulations, rulings or court decisions may 
cause interest on the Bonds to be sub-ject, directly or indirectly, to federal income taxation or to State 
or local income taxation, or otherwise prevent beneficial owners fiom realizing the full current 
benefit of the tax status of such interest. Further, legislation or regulatory actions and proposals may 
affect the economic value of the federal or state tax exemption or the market value of the Bonds. 

Prospective purchasers of the Bonds should consult their tax advisors regarding pending or 
proposed federal or state tax legislation, regulations, rulings or litigation, as to which Bond Counsel 
expresses no opinion. 

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix D. 

ABSENCE OF LITIGATION 

There is no action, suit, proceeding, inquily or investigation, at law or in equity, before or by 
any court, regitlatory agency, public board or body, pending or, to the knowledge or the Authority or 
tlie City, threatened against the Authority or the City, affecting the existence of the Authority or the 
City, or tlie titles of their respective officers to their respective offices or seeking to restrain or enjoin 
the sale or issuance of the Bonds, the application of the proceeds thereof in accordance with tlie 
Indenture, or in any way contesting or effecting the validity of the Bonds, the Indenture, the Lease 
Agreement or the Facility Leases, or any action of the Authority or the City contemplated by any of 
said documents, or in any way contesting the completeness or accuracy of this Official Statement or 
any amendment or supplenlent hereto, or contesting the powers of tlie Authority or the City or their 
respective authority with respect to the Bonds, nor to the knowledge to tlie Authority and the City is 
there any basis therefor. 

INDEPENDENT AUDITORS 

The basic financial statements of the City as of June 30, 2007 portions of which are included 
in Appendix C to this Official Statement, have been audited by Maze & Associates (the "Auditor"), 
independent certified public accountants, as set forth in their report. The Auditor's consent is not 
required for the inclusion of the City's financial statements in this Official Statement, and no such 
consent has been requested or obtained. 

RATINGS 

Fitch Ratings ("Fitcli") and Standard & Poor's Ratings Services ("S&P9') have assigned the 
Bonds the underlying long-term ratings of "A+" and "A", respectively. Fitch' and S&P are also 
expected to assign the Bonds the short term and joint ratings of "AAIF-I+" and "AA+/A-I+", 
respectively, with the understanding that the Bank will deliver the Credit Facility to the Trustee upon 
issuance of the Bonds. See the caption "CREDIT FACILITY." Generally, rating agencies base their 
ratings on information and material furnished directly to them and on investigations, studies and 
assumptions made by them. The ratings reflect only the views of such organizations and an 



explanation of tlie significance of such ratings may be obtained from Fitch Ratings, One State Street 
Plaza, New York, New York 10004 and Standard & Poor's Ratings Services, 55 Water Street, New 
York, New York 10041. The City makes no representation as to the appropriateness of the ratings. 
There is no assurance that the ratings will continue for any given period of time or that they will not 
be revised downward or withdrawn entirely by such rating agencies, if, in the judgment of such 
rating agencies, circumstances so warrant. Any such downward revision or withdrawal of such 
ratings may have an adverse effect on the market price of the Bonds. 

UNDERWRITING 

The Bonds are being purchased by Banc of America Securities LLC (the "Underwriter"), 
under a Purchase Contract pursuant to which the Underwriter has agreed to purchase all, but not less 
than all, of the Bonds for an aggregate purchase price of $ (representing the principal 
amount of the Bonds, less Underwriter's discount of $ 1. 

FINANCIAL ADVISOR 

The City has retained Public Financial Management, Inc., San Francisco, California, as 
financial advisor with respect to the issuance of the Bonds. Public Financial Management, Inc. is not 
obligated to undertake, and has not undertaken to make, an independent verification or to assume 
responsibility for the accuracy, completeness or fairness of the information contained in this Official 
Statement. Public Financial Management, 111~. is an independent advisory firm and is not engaged in 
the business of underwriting, trading or distributing municipal securities or other public securities. 

APPROVAL OF LEGAL PROCEEDLNGS 

The validity of the Bonds and certain other legal matters are subject to the approving opinion 
of Sidley Austin I,L,P, San Francisco, California, Bond Counsel. A copy of the proposed form of the 
opinion of Bond Counsel is attached as Appendix D hereto. Bond Counsel has undertaken no 
responsibility for the accuracy, completeness and fairness of this Official Statement. Certain legal 
matters will be passed upon for the Authority and the City by the City Attorney and by Stradling 
Yocca Carlson & Rautll, a Professional Corporation, Newport Beach, California, Disclosure Counsel, 
for the Trustee by Philip K. Jensen, Esq. and for the Bank by Kathleen C. Johnson, Attorney at Law. 

VERIFICATION OF MATHEMATICAL ACCURACY 

Concurrently with the issuance of tlie Bonds, Grant Thornton, LLP, will deliver a report with 
respect to the mathematical accuracy of certain computations, contained in scl~edules provided to 
them, which were prepared by the Underwriter, relative to the sufficiency of moneys and securities 
deposited into the escrow fillid established pursuant to the 1998 Escrow Agreement to pay, when due 
the principal, whether at maturity or upon prior redemption, interest and redemption premium 
requirements of the Series 1998 Bonds. Grant Thornton, LLP, will also deliver a report with respect 
to the mathematical accuracy of certain computations, contained in schedules provided to them, 
which were prepared by the Underwriter, relative to the sufficiency of moneys and securities 
deposited into tlie escrow fund established pursuant to the 2007 Escrow Agreement to pay, when due 
the principal, whether at maturity or upon prior redemption, and interest requirements of the Series 
2007 Bonds. Each report of Grant Thornton, LLP will include tlie statement that the scope of its 
engagement is limited to verifying the matliematical accuracy of the aforesaid computations and that 



it has no obligation to update its report because of events occurring, or data or information coming to 
its attention, subsequent to the date of the report. 

CERTAIN RELATIONSHIPS 

Banc of America Securities LLC, the Underwriter and Remarketing Agent, and Bank of 
America, N.A., the Swap Provider and the Credit Facility Provider, are affiliates, both being 
subsidiaries of Bank of America Corporation. 

MISCELLANEOUS 

Reference is made herein to certain documents and reports which are brief summaries thereof 
which do not purport to be complete or definitive, and reference is made to such documents and 
complete statement of the contents thereof. 

Any statements in this Official Statement involving matters of opinion, whether or not 
expressly so stated, are intended as such and not as representations of fact. This Official Statement is 
not to be construed as a contract or agreement between the Authority or the City and the purchasers 
or holder of any Bonds. 

The execution and delivery of this Official Statement has been duly authorized by the 
Authority and the City. 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
Auditor and Treasurer 

CITY OF MODEST0 
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APPENDIX A 

SUMMARY OF CERTAIN PROVlSlONS OF THE LEGAL DOCUMENTS 

The following is a summary of certain provisions of the Indenture, the Lease Agreement and 
the Facility Leases whic11.are not described elsewhere in this Official Statement. These summaries do 
not purport to be to be complete or definitive and reference should be made to such documents for a 
full and complete statement of their provisions. See "THE BONDS" and "SECURITY AND 
SOURCES OF PAYMENT FOR THE BONDS" for further descriptions of certain terms and 

-provisions of the Bonds. All capitalized terms not defined in this Official Statement have the 
meanings set forth in the Indenture. 

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

"Act" means the Joint Exercise of Powers Act (being Chapter 5 of Division 7 of Title 1 of the 
Government Code of the State), as the same is now in effect and as from time to time hereafter 
amended or supplemented. 

"Additional Bonds" means any Bonds issued pursuant to the provisions of the Indenture and 
a Supplemental Indenture. 

"Additional Payments" means the payments so designated and required to bc made by thc 
City pursuant to the Lease Agreement. 

"Alternate Credit Facility" ineans an irrevocable direct-pay letter of credit for the applicable 
Series of Bonds, issued by a commercial bank or other financial institution providing for draws or 
claims at least equal to the Required Stated Amount for such Series and delivered to the Trustee in 
accordance with the Indenture, which replaces the Credit Facility then in effect for such Series. 

"Alternate Liquidity Facility" means a line of credit, standby bond purchase agrecment or 
other security or liquidity instrument, as the case may be, for the applicable Scries of Bonds, 
approved by the applicable Bond Insurer, if applicable, and issued in accordance with the terms in 
the Indenture with respect to such Series of Bonds as a replacement or substitute for any Liquidity 
Facility then in effect for such Series. 

"Alternate Rate" means, on any Rate Determination Date, for any Series of Bonds in a Daily 
Mode, a Weekly Mode, a Flexible Rate Mode or a Term Rate Mode, a rate per annum equal to (a) the 
SIFMA Municipal Swap Index (the "SIFMA Rate") most recently available as of the date of 
determination, or (b) if such index is no longer available, or if the SlFMA Rate is no longer 
published, the S&P Weekly High Grade Index (formerly the J.J. Kenny Index), or (c) if neither the 
SIFMA Rate nor the S&P Weekly High Grade Index is published, the index determined to equal the 
prevailing rate determined by the Remarketing Agent for tax-exempt state and local government 
bonds meeting criteria determined in good faith by the Remarketing Agent to be comparable under 



thc circulnstanccs to the criteria used by the Securities Industry and Financial Markets Association 
("SIFMA") to dctcrmine the SIFMA Rate just prior to whcn thc SIFMA stopped publishing the 
STFMA Rate. If there is no Remarketing Agent for a Series of Bonds, if the Remarketing Agent fails a 

to make any such determination or if the Remarketing Agent has suspended its remarketing efforts in 
accordance with the Remarketing Agreement, then the Trustee will make the detel-minations required 
by this definition, or if the Trustee will decline to make s ~ ~ c h  determination, a financial advisor, 
investment banker or other qualified party will make such determinatiok at the expense of the 
Authority. 

"Authority" means the Modesto Public Financing Authority, a joint exercise of powers 
authority duly organizcd and existing under and by virtue of the laws of thc State. 

"Authority Account" means the account by that name in the Bond Purchase Fund established 
pursuant to the lndenture. 

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

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

"Automatic Termination Event" means an cvent of default sct forth in a Liquidity Agreement 
between the Authority and a Liquidity Facility Provider which w o ~ ~ l d  result in the immediate 
termination of the Liquidity Facility provided pursuant to such Liquidity Agreement prior to its 
stated expiration date without prior notice from the Liquidity Facility Provider to the Trustce. 

"Available Amount" means the amount available under the Credit Facility to pay the 
principal of and interest on the applicable Series of Bonds or the Purchase Price of such Bonds. 

"Available Moneys" means (a) with respect to any date on which a payment is duc on any 
Series of Bonds during the term of any Credit Facility or Liquidity Facility with rcspcct thcrcto (i) 
moneys which have been paid to the Trustee by the Authority and have been on deposit with the 
Trustee in a fund or an account under the lndenture for at least 124 days (and not commingled with 
any moneys so held for less than said period) and investment earnings thereon during and prior to 
which no Event of Bankruptcy shall have occurred; (ii) moncys drawn under the Credit Facility or 
Liquidity Facility with respect thereto which at all times since their receipt by the Trustee were held 
in a separate segregated account or accounts or sub-accounts in which no moneys (other then those 
drawn under such Credit Facility or Liquidity Facility) were at any time held; and (iii) the proceeds 
of the sale of refunding obligations if, in the opinion of nationally recognized counsel experienced in 
bankruptcy matters (which opinion shall be acceptable to each rating agency then providing a rating 
on any Series of Bonds), thc application of sucll moneys will not constitute a voidablc preference in 
the event of the occurrence of an event of bankruptcy; and (b) with rcspect to any payment date on 
any Series of Bonds occurring other than during the term of a Credit Facility or a Liquidity Facility 



with respect thcreto, any moneys furnished to the Trustee (othcr than remarketing proceeds) and the 
procecds from the investment thereof. 

"Base Rental Payments" nleans all amounts payable to the Authority fro111 the City as Base 
Rental Payments pursuant to the Lease Agreement. 

"Basic Bond Rate" means the rate of interest applicable to any Series of Bonds that are not 
Liquidity Facility Bonds or Credit Facility Bonds. 

"Beneficial Owner" means any Person which has or shares the power, directly or indirectly, 
to make investment decisions conccming ownership of any of the Bonds (including any Pcrson 
holding Bonds through nominees, dcpositorics or other inte~mediaries). 

"Bond Counscl" means Sidlcy Austin LLP or anothcr attomcy-at-law, or firm of such 
attorneys, of nationally recognized standing in matters pertaining to the tax-exkmpt nature of interest 
on obligations issued by states and their political subdivisions and acceptable to the Authority. 

"Bond Insuscr" means the issuer of a Bond Insurancc Policy, if any, with rcspect to a Series 
of Bonds. 

"Bond Insurer Failure" means: (i) a failure of a Bond Insurer to pay any amount due under a 
Bond Insurance Policy; (ii) the filing or colmnence~nent of any bankruptcy or insolvency proceedings 
by or against a Bond Insurer, provided such proceeding has not been dismissed within 60 consecutive 
days; (iii) the declaration by a Bond Insurer of a moratorium on the payment of its unsecured debt 
obligations; or (iv) the written repudiation by a Bond Insurer of its Bond Insurance Policy. 

"Bond Insurance Policy" means the financial guaranty insurance policy issued by the related 
Bond Insurcr insuring the payment when due of principal of and intercst on the rclatcd lnsurcd 
Bonds. 

"Bond Purchase Fund" means the fund by that name established pursuant to the Indenture. 

"Bonds" means, collectively, the Series 2008 Bonds and any Additional Bonds issued, and at 
any time Outstanding pursuant to thc Indenture. 

, "Business Day" means any day on which banks located in New York, New York, San 
Francisco, California and the city in which the Principal Office of the Trustee is located are not 
rcquired or authorized to bc closed and on which Thc New York Stock Exchangc is opcn. 

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

"Certificate," "Statement," "Request" and "Requisition" of the Authority or the City means, 
rcspectivcly, a writtcn certificate, statement, rcqucst or requisition signcd in the namc of the 
Authority by its Authorized Officer or such other person as may be designated and authorized to sign 
for the Authority and signed in the name of the City by its Authorized Officer or such other person as 
may be dcsignated and authorized to sign for the City in writing to the Trustee. Any such instrument 
and supporting opinions or reprcscntations, 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 



will bc read and construcd as a single instrument. If and to the extent required by the Indenture, each 
such instn~~nent will include the statements provided for in the Indenture. 

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

"Code" means the Internal Revenue Code of 1986, or any successor s ta l te  thereto and any 
regulations promulgated thereunder. 

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

"Costs of lssuancc Fund" Incans tlle fund by that name establishcd pursuant to the Indenture. 

"Crcdit Facility" mcans an irrcvocablc dircct-pay letter of crcdit, issucd by a co~nmcrcial 
bank or other financial institution with respect to a Series of Bonds providing for draws or claims at 
least equal to the Required Stated Amount for such Series and delivered to the Trustee in accordance 
with tllc Indenture or, in the event of the delivery of an Alternate Credit Facility, such Alternate 
Credit Facility. 

"Credit Facility Account" means an Eligible Account by that name in the Bond Purchase 
Fund established pursuant to the Indenture and held in the name of the Trustee for the benefit of the 
Owners of the applicable Series of Bonds. 

"Credit Facility Bonds" means Bonds of any Series purchased with moneys drawn under (or 
otherwise obtained pursuant to the terms of) the Credit Facility, but excluding Bonds of such Series 
no longer considered to be Credit Facility Bonds in accordance with the terms of the Credit Facility. 

"Credit Facility Provider" means any commercial bank or other financial institution iss~ling 
(or having primaly obligation, or acting as agent for the financial institutions obligated, under) a 
Credit Facility then in effect. 

"Credit Facility Provider Failure" means (i) a failure of the Credit Facility Provider to pay a 
properly prcsented and conforming draw or request for advance under the Credit Facility or (ii) the 
filing or cornmencemcnt of any bankruptcy or insolvency procecdings by or against the Credit 
Facility Provider or (iii) the Credit Facility Provider shall declare a moratorium on the payment of its 
unsecured debt obligations or shall repudiate the Credit Facility. 

"Credit Facility Rate" means the ratc per annum, if any, specified in the Credit Facility as 
applicablc to Crcdit Facility Bonds of any Scries. 

"Credit Facility Rei~nburse~iient Agreement" means the Tnitial Credit Facility Reimbursement 
Agreement and any other similar agreement entered into in connection with the issuance of any 



Alternate Credit Facility and any and all n~odifications, alterations, amendments and supple~ncnts 
thereto. 

"Current Interest Bonds" means the Series 2008 Bonds and Bonds of any other Series 
designated as Current Interest Bonds in the Supplemental Indenture providing for the issuance of 
such Series of Bonds and which pay interest at least semiannually to the Owners thereof excluding 
the first payment of interest thereon. 

"Current Mode" means, at any given time, the Mode then prevailing in accordance with the 
terms of the Indenture. 

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

"Daily Rate" means the per annum interest rate with respect to a Series of Bonds in the Daily 
Mode determined pursuant to the Indenture. 

"Daily Ratc Pcriod" means thc period during which a Scrics of Bonds in the Daily Modc will 
evidence interest at a Daily Rate, which will be from the Business Day upon which a Daily Rate is 
set to but not including the next succeeding Business Day. 

"Date of Issuance," with respect to each Series of Bonds, means the date of issuance and 
delivery for such Series of Bonds. 

"Debt Service" means, for any Fiscal Year or other period, the sum of (a) the interest 
accruing during such Fiscal Year or other period on all Outstanding Bonds and Swaps assinning that 
all Outstanding Serial Bonds are retired as scheduled and that all Outstanding Term Bonds are 
rcdccmed or paid from sinking fund payments as schcdulcd (cxccpt to thc cxtcnt that such intcrcst is 
to be paid from the proceeds of sale of any Bonds so long as such fundcd intercst is in an amount 
equal to the gross amount necessaly to pay such interest on the Bonds and is invested in United 
States Government Obligations which mature no latcr than the rclated Interest Paynlent Date), (b) the 
principal amount of all Outstanding Serial Bonds maturing during such Fiscal Year or other period, 
and (c) the principal amount of all Outstanding Term Bonds required to be redeemed or paid 
(together with the premiums, if any, thereon) during such Fiscal Year or other period; provided, that 
the foregoing will be subject to adjustment and recalculation as follows: 

( I )  with respect to Capital Appreciation Bonds, the Accretcd Value payment will be 
deemed a principal payment; and 

(2) with respect to Swaps and Swapped Bonds, the interest pay~nents will be adjusted to 
give effect to the Swap in such manner and to such extent (I) as nlay be required under gcncrally 
accepted accounting principles, consistcntly applied or (2) as will be statcd in a Certificate of the 
Authority (which Certificate will be delivered to the Trustee concurrently with the later of the 
issuance of the Swapped Bonds or the execution of the Swap) in such manner as will present fairly 
the reasonably cxpccted Debt Scrvicc on thc Swap and Swappcd Bonds after the execution of the 
Swap; and 

(3) with respect to Variable Rate Bonds, the interest paymentswill be calculated at a rate 
cqual to 150% of thc highest rate borne by such Bonds in the last 12 months or with respect to the 



initial issuance of such Variable Rate Bonds at 150% of the highest rate bomc by a comparable issue 
of bonds as certified to by thc Rcmarkcting Agent. 

"Delayed Remarketing Period" has the meaning specified in the Indenture. 

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

"Escrow Agent" means the Bank of New York Mcllon Trust Company, N.A. 

"Escrow Agreements" means the Series 1998 Escrow Agreement and the Series 2007 Escrow 
Agreement. 

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

"Eligible Account" means an account that is either (i) maintained with a federal or state- 
chartered depository institution or trust company that has a Standard & Poor's short-term debt rating 
of at least "A-2" (or, if no short-tenn debt rating, a long-term debt rating of "BBB+"); or 
(ii) maintained with the corporate trust department of a federal depository institution or state- 
chartered depository institution subject to regulations regarding fiduciary funds on deposit similar to 
Title 12 of the U.S. Code of Federal Regulation Section 9.10(b), which, in either casc, has corporate 
trust powers and is acting in its fiduciary capacity. 

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

"Event of Default" means any of the events specified in the Indenture. 

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

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

"Facilities Leases" has the meaning set forth in the Lease Agreement. 

"Favorable Opinion of Bond Counsel" means an opinion of Bond Counsel addresscd to the 
Authority, the Trustee, the Remarketing Agent, if any, the Credit Facility Provider, if any, and the 
Liquidity Facility Provider, if any, to the effect that the action proposed to be taken is authorized or 
permitted by the laws of the State of California and the Indenture and will not result in the loss of the 
exclusion of interest on the Bonds from gross income for federal income tax purposes. 

"Federal Sccuritics" means (i) Unitcd Statcs of Amcrica Treasury bills, notes, bonds or 
certificates of indebtcdness; or (ii) obligations for which the full faith and credit of the Unitcd Statcs 



is pledged for thc payment of principal and interest; or (iii) sccurities evidencing direct ownership 
interests in securities enumerated in clauses (i) or (ii) of this definition or in specified portions of the 
interest on or principal of such securities that are held by a custodian in safekeeping on behalf of the 
owners of such securities and which interests have been stripped by the U.S. Treasury itself; or 
(iv) tax-exempt obligations of a state or a political subdivision thereof that have been defeased under 
irrevocable escrow instructions with securities enumerated in clause (i) or (ii) of this definition and 
that are rated in the highest rating category by any one of the Rating Agencies. 

"Fiscal Year" means the period beginning on July 1 of each year and ending on the next 
succeeding June 30, or any other annual accounting period hereafter selected and designated by the 
A~ithority as its Fiscal Year. 

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

"Fixed Rate" means the per annum interest rate or interest rates evidenced by Fixed Rate 
Bonds determined pursuant to the Indenture. 

"Fixed Rate Bonds" ineans a Scries of Bonds in a Fixcd Ratc Mode that are not Swapped 
Bonds. 

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

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

"Fixed Rate Remarketing Agent" means an investment banking firm or films selected by the 
Authority that has or have entered into a written agreement with the Authority to rcmarkct or 
purchase and remarket the Bonds of a Series upon their being converted to a Fixed Rate Mode in 
accordance with the terms and provisions set forth in the Indenture. 

"Flexible Mode" means the Mode during a Series of Bonds evidence intcrest at Flexible 
Rates. 

"Flexible Rate7' means the per annum interest rate determined for the Flexible Rate Bonds 
pursuant to the Indenture. 

"Flexible Rate Bonds" means any Series of Bonds in a Flexible Mode. 

"Flexible Rate Period" means, with respect to the Flexible Rate Bond, the period of from one 
(1) to three hundred ninety-seven (397) calendar days (which Flexible Rate Period i~iust end on a day 

' 

preceding a Business Day) during which a Flexible Rate Bond will evidence interest at a Flexible 
Rate, as established by the Rqarkcting Agent pursuant to thc Indenture. 

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



"Irnmediatc Termination Date" mcans the date on which a Liquidity Facility Provider's 
obligation to advancc funds or purchase Bonds undcr a Liquidity Facility tcrminatcs or is suspcnded 
iininediately in accordance with its terms. 

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

"Initial Credit Facility" means the irrevocable direct-pay letter of credit securing payment of 
the Bonds that is issued by Bank of America, N.A., to the Trustee pursuant to the Initial Credit 
Facility Reimbursement Agreement. 

"Initial Crcdit Facility Provider" means Bank of America, N.A., as thc Credit Facility 
Provider for the Series 2008 Bonds. 

"Initial Credit Facility Reimbursement Agreement" means the Reimbursement, dated as of 
August 1, 2008, among the Initial Credit Facility Provider, the Authority and the City, as originally 
executed or as it may from time to time be supplemented or amended. 

"Insurance and Condemnation Fund" mcans the fund by that name in the Rcvcnuc Fund 
established pursuant to the Indenture. 

"Insured Bonds" means any Series of Bonds identified as Insured Bonds pursuant to a 
Supplemental Indenture and insured by a Bond Insurance Policy. 

"Interest Account" means the account by that name in the Revenue Fund established pursuant 
to the Indenture. 

"Intercst Accn~al Pcriod" mcans thc period during which Bonds of any Series accrue intcrest 
payable on the ncxt Intcrcst Payment Date applicablc thcrcto. Each Intcrcst Accrual Period will 
commence on (and include) thc last Intercst Payment Date'to which intercst has becn paid (or, if no 
interest has been paid, from the date of original authentication and delivery of the Bonds of such 
Series) to, but not including, the Interest Payment Date on which interest is to be paid. If, at the time 
of authentication of any Bond, interest is in default or overdue with respect to the Bonds, such Bond 
will evidence interest from the date to which interest has previously been paid in full or made 
available for payment in full with respect to the Bonds. 

"lnterest Paymcnt Datc" means each datc on which intercst is to be paid and is: (i) with 
respcct to a Series of Bonds in a Flexiblc Mode, each Mandatory Purchase Date applicablc thereto; 
(ii) with respect to a Series of Bonds in a Daily Mode or a Weekly Mode, the first Business Day of 
each month; (iii) with respect to a Series of Bonds in a Fixed Rate Mode or a Tenn Rate Mode, the 
first day of April or October, which is at least three (3) months after the month in which such Long- 
Term Mode takes effect, and the first day of each April and October thereafter or, upon the receipt by 
the Trustee of a Favorable Opinion of Bond Counsel, any other six-month interval chosen by the 
Authority (beginning with the first such day which'is at least three months after the Mode Change 
Datc) and, with rcspcct to a Term Rate Modc, the final day of the currcnt'lntcrcst Period if other than 
a rcgular six-month intcrval; (iv) (without duplication as to any Intcrcst Paymcnt Date listcd above) , 
any Mode Change Date, other than a change between a Daily Mode and a Weekly Mode, and each 
Maturity Date; (v) with respect to any Liquidity Facility Bonds, the day sct forth. in the applicablc 



Liquidity Agreement; .and (vi) with respect to any Credit Facility Bonds, thc day set forth in the 
applicable Credit Facility Reimbursement Agreement. 

"Interest Period" means, for any Series of Bonds in a particular Mode, the period of time that 
such Series of Bonds evidence interest at the rate (per annum) which becomes effective at the 
beginning of such period, and will include, a Daily Rate Period, a Weekly Rate Period, a Flcxible 
Rate Period, a Teim Rate Period, and a Fixed Rate Period. 

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

"Lease Agreement" means that certain lease entitled "Lease Agreement" by and between the 
Authority and the City, dated as of August 1, 2008, which lease or a ~nemoranduin thereof was 
recorded in the office of the County Recorder of the County of Stanislaus, as originally executed and 
recorded or as it may fioln timc to time be supplcmentcd, modified or amcndcd pursuant to thc 
provisions in the Indenture. 

"Lease Default Event" means any Event of Default occurring under the Lease Agreement. 

"Leased Property" means the real property described in Exhibit A to the Lease Agreement, 
together with all property subsequently addeddhereto, or any property substituted for all or any 
portion of the Leased Property in accordance with the Indenture or the Lease Agreement. 

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

"Liquidity Facility" means a standby bond purchase agreement or similar liquidity facility for 
a particular Series of Bonds issued by a commercial bank or other financial institution or, in the event 
of the delivery or availability of an Alternate Liquidity Facility, such Alternate Liquidity Facility. 

"Liquidity Facility Account" means an Eligible Account by that name in the Bond Purchase 
Fund established pursuant to the Indenture and held in the name of the Trustee for the benefit of the 
Owners of the applicable Series of Bonds. 

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

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

"Liquidity Facility Provider Failure" means (i) a failure of the Liquidity Facility Provider to 
pay a properly presented and conforming draw or request for advance under the Liquidity Facility or 
(ii) the filing or commcnccmcnt of any bankruptcy or insolvency proceedings by or against thc 
Liquidity Facility Provider or (iii) the Liquidity Facility Provider shall declare a moratorium on the 
payment of its unsecured debt obligations or shall repudiate the Liquidity Facility. 



"Long-Tern Interest Period" means a Term Rate Period or a Fixed Rate Period. 

"Long-Term Mode" means a Term Rate Mode or a Fixed Ratc Mode. 

"Mandatory Credit Tender" means the mandatory tender of a Series of Bondspursuant to the 
Indenture upon receipt by the Trustee of written notice fiom (i) the Credit Facility Provider that an 
event of default with respect to the Credit Facility Reinlburse~nent Agreement has occurred and 
directing the Trustee to call the Bonds of the applicable Series for mandatory tender. 

"Mandatory Purchase Date" means: (i) with respect to a Flexible Rate Bond, the first 
Business Day following the last day of each Flexible Rate Period with respect to such Flexible Rate 
Bond; (ii) for any Series of Bonds in a Tenn Rate Mode, the first Business Day following the last day 
of cach Term Rate Period for such Bonds; (iii) any Mode Change Date; (iv) any Substitution Date; 
(v) the fifth (5th) Business Day prior to an Expiration Date upon failure by the Trustee to receive an 
cxtension of the Credit Facility by the thirtieth (30'~) day prior to the Expiration Date; (vi) the date 
spccified by the Trustec following the occurrence of an cvent of default with rcspcct a Liquidity 
Facility which rcquircs or givcs the Liquidity Facility Providcr the option to tcrminatc the Liquidity 
Facility upon notice and requires that all Oi~tstanding Bonds secured by such Liquidity Facility be 
tendercd for purchase under the applicable Liquidity Agreement, which date will be a Business Day 
not less than twenty (20) days after the Trustee's receipt of notice of such event of default from the 
applicable Liquidity Facility Provider and in no event later than the Business Day preceding the 
termination date specified in the notice of event of default delivered to the Trustee by such Liquidity 
Facility Provider; and (vii) for a Series of Bonds in a Daily Mode or a Weekly Mode, any Business 
Day specified by the Authority in a notice delivered to the Trustce, which Mandatory Purchase Date 
will be not less than twenty (20) days aftcr the Trustee's receipt of such notice from the Authority; 
and (viii) any date spccified for a Mandatory Credit Tender. 

"Maturity Datc" means the final date upon which principal is due on a Series of Bonds, 
which is Scpternber I ,  2033 with respect to the Series 2008 Bonds. 

"Maximum Annual Base Rental Payment" means the maximum annual payment which the 
City may be obligated to make with respect to the ~ a s e  Rental Payments for the 2008 Project, as 
provided in the Lease Agreement, or for any Subsequent Project, as provided and determined in a 
supplement to the Lease Agreement. 

"Maximum Rate" means, with respect to all Bonds other than Credit Facility Bonds or 
Liquidity Facility Bonds, 12%) per annum, and with rcspect to Crcdit Facility Bonds or Liquidity 
Facility Bonds, such rate as is provided for in the applicable Credit Facility or Liquidity Facility and 
not grcater than 25% pcr annum; providcd, however, that the Maximum Rate will not cxcced thc 
highest rate then permitted by law. 

"Mode" means, as the context may require, the Daily Mode, the Weekly Mode, the Flexible 
Mode, the Tenn Rate Mode, or the Fixed Rate Mode. 

"Mode Change Date" means with respect to a Series of Bonds in a particular Mode, the day 
on which another Mode for such Series of Bonds begins. 

"Mode change Notice" means thc notice from the Authority to thc other Noticc Parties of the 
intention of the Authority to change the Mode wit11 respect to a Scrics of Bonds. 



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

"Nationally Recognized Municipal Securities Information Rcpository" or "NRMSIR mcans 
each such repository identified by the Securities Exchange Commission as such from time to time. 

"New Mode" means the Mode in effect after a change in the Mode then prevailing, in 
accordance with the tenns of the Indenture. 

"Noticcd Termination Date" means the date on which a Liquidity Facility Provider's 
obligation to advance funds or purchase Bonds of the applicable Series under a Liquidity Facility 
terminates as statcd in the Liquidity Facility Providers notice of termination delivcred pursuant to the 
Liquidity Facility due to a default under specified sections of thc Liquidity Facility, which date of 
termination will be not less than twenty (20) days (or such longer period as is specified in the 
Liquidity Facility) after the date of receipt by the Trustee of such notice. 

"Notice Parties" means the Authority, the City, the Trustee, the Bond Insurer, if any, the 
Credit Facility Provider, if any, the Liquidity Facility Provider, if any, thc Rcmarketing Agcnt, if any, 
and the Fixed Rate Remarketing Agent, if any. 

"Opinion of Counsel" means a written opinion of counsel of recognized standing in the field 
of law being addressed in such opinion retained the Authority. 

"Optional Redemption Acco~lnt" means the account by that name in the Redemption Fund 
established pursuant to the Indenture. 

"Outstanding," when uscd as of any particular timc with reference to Bonds of a Scrics, 
means (subject to the provisions of the Indenture) all Bonds of such Series theretofore, or thereupon 
being, authenticated and delivered by the Trustee under the Indenture cxcept ( I )  Bonds of such 
Series theretofore cancelled by the Trustee or surrendered to the Trustee for cancellation; (2) Bonds 
of such Series with respect to which all liability of the Authority will have been discharged in 
accordance with the Indenture including Bonds (or portions of Bonds) refelred to in the Indcnture; 
and (3) Bonds of such Series for the transfer or cxchangc of or in lieu of or in substitution for which 
other Bonds will have been authenticated and delivered by the Trustee pursuant to the Indenture and 
when used with reference to Swaps, means all Swaps that have not been terminated pursuant to the 
terms thereof and all Swaps pursuant to which the Authority has existing or future obligations. 

"Permitted Encumbrances" means ( I )  liens for general ad valorem taxes and assessments, if 
any, not then delinquent, or which the City may, pursuant to the Lease Agreement, permit to remain 
unpaid; (2) eascments, rights of way, mineral rights, drilling rights and other rights, reservations, 
covenants, conditions or restrictions which cxist of record as of the date of rccordation of the Lcase 
Agreement in the office of thc County Recorder of thc County of Stanislaus and which the City 
certifies in writing will not materially impair the use of the Leased Property; (3) the Indenture, as it 
may be amended from time to time; (4) any right or claim of any mechanic, laborer, matcrialman, 
supplier or vendor not filed or perfected in the manner prescribed by law; (5) easements, rights of 
way, mineral rights, drilling rights and other rights, reservations, covenants, conditions or restrictions 



to which the Authority and the City consent in writing and certify to the Trustee will not materially 
impair the ownership interests of the Authority or use of the Leased Property by thc City; and 
(6) subleases and assignments of the City which will not adversely affect the exclusion from gross 
income of interest on the Bonds. 

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

(1) Federal Securities; 

(2) Obligations, participations, or other inst~uments of or issued by, or fully guaranteed 
as to interest and principal by, the Government National Mortgage Association (excluding stripped 
mortgage backed securities which are valued at greater than par on the unpaid principal); 

(3) Bills of exchange or time drafts drawn on and accepted by a commercial bank 
(including the Trustec or any of its affiliates), othcnvisc known as bankers acceptances, which arc 
eligible for purchase by the Federal Reserve System and which arc drawn on any bank the short-tcnn 
obligations of which are rated in the highest letter and numerical rating category as provided by 
Moody's and by S&P; provided, that purchases of eligible bankers acceptances may not exceed 270 
days' maturity; 

(4) Commercial paper of "prime" quality of the highest ranking or of the highcst letter 
and numerical rating category as provided by Moody's and by S&P, which commercial paper is 
limited to issuing corporations that are organized and operating within the United States of America 
and that have total assets in excess of $500,000,000 and that have an "Al" or higher rating for the 
issuer's unsecured debentures, other than commercial paper, as provided by Moody's and by S&P; 
provided, that purchases of eligible commercial paper may not exceed 180 days7 maturity nor 
represent more than 10% of the outstanding commercial paper of an issuing corporation; 

( 5 )  Non-negotiable certificates of deposit issued by a state or national bank (including the 
Trustee or any of its afkiliates) that have maturities of not more than 365 days or deposit accounts 
with a state or national bank and that are fully insured by the Federal Deposit Insurance Corporation 
or the short term obligations of which state or national bank are rated no lower that "Al" by Moody's 
and "A+" by S&P; 

(6) Any repurchase agreement of any securities enumerated in subdivisions (1) and 
(2) with any state or national bank (including the Trustee or any of its affiliates) or government bond 
dealer reporting to, trading with, and recognized as a primary dealer by the Federal Rcserve Bank of 
New York, which agreement is either (A) with any institution which has debt rated no lower than 
"Al" by Moody's and "A+" by S&P or whose commercial paper is rated no lower than "P 1" by 
Moody's and no lower than "A 1" by S&P; (B) with any corporation or other entity that falls under 
the jurisdiction of the Federal Bankruptcy Code; provided, that (a) the term of such repurchase 
agreement is less than one (1) year or: due on demand; (b) the Trustee or a third party acting solely as 
agent for the Trustec has possession of the collateral; (c) the market value of the collateral (as 
determined at least once in every 14 days) exceeds the principal amount of the repurchase agreement 
plus accrued interest and the market value of the collateral is maintained at levels acceptable to 
Moody's and to S&P; (d) failure to maintain the requisite collateral levels will require the Trustee to 
liquidate the collateral immediately; and (e) the repurchase agreement securities are free and clear of 
any third-party lien or claim; or (C) with financial institutions insured by the Federal Deposit 



Insurance Corporation or any broker-dealer with "retail customers" which falls under the jurisdiction 
of the Securities Investors Protcction Corporation; provided, that: (a) the market value of thc 
collateral (as determined at least once in every 14 days) exceeds the principal amount of the 
repurchase agreement plus accrued interest and the market value of the collateral is maintained at 
levels acceptable to Moody's and to S&P; (b) the Trustee or a third pahy acting solely as agent for 
the Trustee has possession of the collateral; (c) the Trustee has a perfected first priority security 
interest in the collateral; (d) the collateral is free and clear of third-party liens and in the case of a 
Securities Investors Protection Corporation broker was not acquired pursuant to a repurchase 
agreement or reverse repurchase agreement; and (e) failure to maintain the requisite collateral 
percentage will require the Trustee to liquidate the collateral immediately; 

(7)  Certificates, notes, warrants, bonds or other evidence of indebtedness of the State or 
any local agencies therein which are rated in the highest short-term rating category or within one of 
the three highest long-tenn rating categories by Moody's and by S&P (excluding securities that do 
not have a fixed par value and/or whose terms do not promise a fixed dollar amount at maturity or 
call date); 

(8) For amounts less than $100,000, interest-bearing demand or time deposits (including 
certificates of deposit) in a nationally or state-chartered bank fully insured by the Federal Deposit 
Insurance Corporation, including the Trustee or any affiliate thereof, and of which an aggregate total 
of $100,000 is not exceeded in any one financial institution; 

(9) Investments in units of a money-market fund portfolio that is rated in the highest 
letter and numerical rating category by Moody's and by S&P (including funds for which the Trustee, 
its affiliates or subsidiaries provide investment advisory or other management services) and tha!, is 
composed of obligations guaranteed by the full faith and credit of the United States of America or 
repurchase agreements collateralized by such obligations; , . 

(10) A guarantced invcstmcnt contract with a financial institution or insurance company 
(or guaranteed by a tinancial institution or insurance company) which has at the date of execution 
thereof an outstanding issue of unsecured, uninsured and unguaranteed debt obligations or a claims 
paying ability rated within the two highest rating categories of any Rating Agency; 

(1 1) The Local Agency Invcstmcnt Fund, the California Asset Management Program, or 
siniilar pooled fund operated by or on behalf of the State and which is authorized to accept 
invcstmcnts by or on behalf of the Authority of the moneys held by the Trustee in any of the accounts 
or funds established pursuant to the Indenture to the extent deposits and withdrawals may be made by 
thc Trustee directly; and 

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

"Person" ineans an individual, corporation, finn, association, partnership, trust, joint venture 
or any other legal entity br group of entities, including a government or political subdivision or an 
agency or instrumentality thereof. 

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



"Principal Office" mcans, as appropriate, the designated corporate trust officc of (1) the 
Trustee, which as of thc datc in thc Indenturc is located at 550 Kcarny Strcct, Suite 600, San 
Francisco, CA 94108-2527 Attention: Corporate Trust Services. 

"Prior Bonds" means the Series 1998 Bonds and the Series 2007 Bonds. 

"Project" means the Series 2008 Project and any Subsequent Project. 

"Project Fund" mcans the fund by that name cstablished pursuant to thc Indenture. 

"Provider Payment Account" lneans the account by that name established pursuant to the 
Indenture. 

"Providers'' means, collcctivcly, the Swap Providers, the Liquidity Facility Providcrs, the 
Crcdit Facility Providcrs and thc Rcservc Facility Providcrs (if applicablc) and any othcr party to an 
agreement with the City or the Authority in connection with the Bonds by which any Related 
Obligation is created. 

"Purchasc Datc" mcans (i) for a Serics of Bonds in the Daily Modc or thc Weckly Mode, any 
Busincss Day selected by the Beneficial Owner of said Bond pursuant to thc provisions of the 
Indenture, and (ii) any Mandatory Purchase Date. 

"Purchase Price" lneans an amount equal to the principal amount of a Series of Bonds 
purchased on any Purchase Date, plus accrued interest to such Purchase Date (unless such Purchase 
Date is also an Interest Payment Date, in which case the Purchase Price will not include accrued 
interest, which will be paid in the norlnal course). 

"Ratc Determination Date" mcans any datc on which the interest rate with respect to a Scrics 
of Bonds will bc dctcrmincd, which: (i) in the case of a Flcxiblc Modc, will bc thc first day of an 
Interest Pcriod; (ii) in the casc of a Daily Mode, will be cach Business Day commencing with the 
first day (which must be a Busincss Day) a Series of Bonds become subject to the Daily Mode; 
(iii) in thc casc of the initial conversion to a Weckly Modc, will be no later than the Business Day 
prior to the Modc Change Datc for a Serics of Bonds, and tl~creaftcr, will bc cach Wednesday or, if 
Wednesday is not a Business Day, then the Business Day next succeeding such Wednesday; (iv) in 
the case of a Term Rate Mode, will be a Business Day no earlier than fifteen (15) Business Days and 
no latcr than the Business Day ncxt preceding the first day of an lntcrest Period for such Serics of 
Bonds, as dctcrlnincd by the Rcmarkcting Agent; and (v) in thc casc of a Fixcd Ratc Modc, will bc a 
date determined by the Remarketing Agent which will be at least one (I)  Business Day prior to the 
Mode Changc Date. 

"Rating Agency" means S&P, Moody's and Fitch. 

"Rating Confirmation Noticc" mcans a written noticc from the Rating Agcncics thcn rating a 
Series of Bonds, confirming that the rating on such Bonds (without giving effect to any Liquidity 
Facility) will not bc lowered or withdrawn (other than a withdrawal of a short-term rating upon a 
changc to a Fixcd Rate Mode) as a result of thesaction proposed to be taken. 

"Rebatc Fund" mcans thc Rcbatc Fund cstablishcd pursuant to the Indcnturc. 



"Record Date" means: (i) with respect to a Series of Bonds in a Short-Tenn Mode, the last 
Business Day before cach Interest Payment Date; and (ii) with respect to a Series of Bonds in a 
Long-Term Mode, the fifteenth (1 5th) day (whether or not a Business Day) of the month next 
preceding each Interest Payment Date, the Business Day immediately preceding each Interest 
Payment Date. 

"Redemption Date" means the date fixed for redemption of any Series of Bonds subject to 
redemption in any notice of redemption given in accordance with the terms of the Indenture. 

"Redemption Fund" means the fi~nd by that name established pursuant to the Indenture. 

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

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

"Rclatcd Obligations" mcans the obligations of the Authority under any hcdgc agrccmcnt 
(including: witliout limitation, any Swap), credit agreement, liquidity agreement or similar agreement 
entered into in connection with or related to the Bonds or a series thereof. 

"Rcmarkcling Agcnt" means, with rcspect to any Series of Bonds, any Rcmarkcting Agent or 
successor or additional Remarketing Agent appointed in accordance with the Indenture with respect 
to such Series of Bonds. "Principal Office" of the Remarketing Agent means the address for the 
Remarketing Agent designated in writing to the Trustee and the Authority. 

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

"Remarketing Proceeds Account" means an Eligible Account by that name within the Bond 
Purchase Fund established pursuant to the Indenture and held in the name of the Trustee for the 
benefit of the Owners. 

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

"Reserve Facility" means, with respect to any Series of Bonds, (i) a surety bond or insurance 
policy issucd to the Trustee, on behalf of the Bondholders, of such Scries, by a company licensed to 
issue an insurance policy guarantccing thc timely payment of the principal of and intcrcst on thc 
Bonds of such Scrics if such entity will be rated in the highest rating categories issucd by Moody's 
and by S&P, or (ii) a letter of credit issued or confirmed by a state or national bank, or a foreign bank 
with an agency or branch located in the United States, which has outstanding an issue of unsecured 



long term debt sccurities ratcd at least cqual to the second highcst rating catcgoly by Moody's and 
S&P, or any combination thereof, dcposited with thc Trustcc by the Authority to satisfy thc Reserve 
Fund Requirement. 

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

"Resewe Facility Provider" means the provider of a Reserve Facility. 

"Reserve Fund" means the fund of that name established pursuant to the Indenture. 

"Reserve Fund Requirement" means with respect to all Outstanding Bonds an amount equal 
to the lesscr of (i) the maximum annual Debt Service attributable to the Outstanding Bonds and 
(ii) 125% of average annual Debt Service attributable to the Outstanding Bonds; provided that wit11 
respect to the calculation of the Reserve Fund Requirement upon the issuance of an Additional Series 
of Bonds thc amount calculated will bc thc least of (i) or (ii) abovc, or the amount dcrivcd by thc 
addition of 10% of the proceeds from the sale of such Serics of Additional Bonds to the Rescrve 
Fund and provided further that the Reserve Fund Requirement will be reduced to the extent nkcessary 
so that all amounts therein may be deposited from Bond proceeds without requiring a portion thereof 
to be yield restricted in accordance with requirements of the Code. For purposes of determining the 
Reserve Fund Requirement, unless otherwise specified in a Supplemental Indenture, the fixed 
interest rate assumed for Variable Rate Bonds will be The Bond Buyer Revenue Bond Jndex 
published the wcek preceding the sale of such Variable Rate Bonds, as certified by the Authority. 
For purposes of dctcnnining the Rcservc Fund Rcquircmcnt, the fixcd interest rate assumed for 
Series 2008 Bonds shall be the fixed swap rate under the Series 2008 Intercst Ratc Swap Agrcement. 

"Revenues" means, with respect to a Series of Bonds, (i) all Base Rental Payments and other 
payments paid by the City and received by the Authority pursuant to the Lease Agreement (but not 
Additional Payments), (ii) all interest or other income from any investment, pursuant to the 
Indenture, of any money in any f~lnd or account (other than the Rebate Fund) established pursuant to 
the Indenture or the Lease Agreement, (iii) Swap Revenues, if any, and (iv) any additional security, 
pursuant to the Indenture, for such Scrics of Bonds provided for pursuant to a Supplemental 
Indenture. 

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

"Securities Depository" means DTC or another recognized securities depository selected by 
the Authority as set forth in the Indenture which maintains a book-entry system for the Bonds. 

"Serial Bonds" means the Bonds of any Series, maturing in spccified years, for which no 
mandatory Sinking Fund Installments are provided. 

"Scrics" whcn uscd with respect to thc Bonds, means all the Bonds designated as being of the 
same series, authenticated and dclivcred in a simultaneous transaction, and any Bonds thcrcaftcr 



authenticated and delivered upon a transfer or exchange or in lieu of or substitution for such Bonds as 
provided in the Indenture. 

"Series 1998 Bonds" means the Modesto Public Financing Authority Lease Revenue Bonds, 
Series 1998 (Capital Improvements and Refinancing Project). 

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

"Series 2008 Bonds" means the Modesto Public Financing Authority Lease Revenue 
Refunding Bonds, Series 2008. 

"Series 2008 Interest Rate Swap Agrecment" means, collectively, the ISDA Master 
Agreement (Local Currency-Single Jurisdiction 1992), the U.S. Municipal Counterpasty Schedule 
thereto, a Credit Support Annex, and a confirmation each dated August 22, 2008, between Bank of 
America, N.A., as a Qualified Counterparty, and the Authority. 

"Scrics 2008 Projcct" mcans thc rcfi~nding of all of tlic 1998 Bonds and thc 2007 Bonds and 
payment of any costs associated with financing of said project, as the samc may bc amcndcd from 
time to time. 

"Sinking Fund Installment" ineans the amount required to be paid by the Authority on any 
single date for the retirement of the principal of Term Bonds of a Series. 

"Special Redemption Account" means the account by that name in the Redemption Fund 
established pursuant to the Indenture. 

"State" means the State of California. 

"Subscqucnt Projcct" mcans any and all facilitics and buildings for use by the City, whcther 
within or without the City, and all additions, cxtcnsions or irnprovcments thercto hereafter added to 
the Project and hereafter described by a notice to the Trustee. 

"Substitution Date" ineans date on which Alternate Credit Facility or Alternate Liquidity 
Facility is substituted for the Credit Facility or Liquidity Facility then in effect. 

"Supplemental Indenture" means any indenture hereafter duly authorized and entered into 
between the Authority and the Trustee, supplementing, ~nodifying or amending the Indenture or 
providing for the issuance of Additional Bonds and entercd into as provided in Article 1X of the 
Indenture. 

"Swap" means an interest rate, swap, including the Series 2008 Interest Rate Swap 
Agrecmcnt, cap, floor, collar or othcr hcdging transaction which is entcred into by the Authority for 
the purpose of managing interest rate risk with respect to specified Bonds which are being issued 
concurrently with the execution of the Swap, which are proposed to be issued in connection with 
such Swap, or which are Outstanding at the time of execution of such Swap. 

"Swap Payment Date" means each datc on which Regular Swap Payments are to be paid. 

"Swap Provider" means an entity which is a party to a Swap with the Authority. 



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

"Swapped Bonds" means the Bonds of any Series to which a Swap relates. 

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

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

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

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

"Term Rate" means the per annum interest rate for any Series of Bonds in the Term Rate 
Mode determined pursuant to the Indenture. 

"Term Rate Mode" means the Mode during which a Series of Bonds evidence intcrest at a 
Term Rate. 

"Term Ratc Period" means the period from (and including) the Mode Change Date or the 
date of initial conversion of a Series of Bonds to a Term Rate Mode, as applicable, to (but excluding) 
the last day of the first period that such Series of Bonds will be in the Term Rate Mode as established 
by the Authority pursuant to the Indenture and, thereafter, the period from (and including) the 
beginning date of each successive Interest Rate Period selected for a Series of Bonds by the 
Authority pursuant to the Indenture while such Bonds are in the Tenn Rate Mode to (but excluding) 
the comincncement date of the next succeeding Interest Period, including another Tern  Rate Period. 
Except as otherwise provided in the Indenture, an Interest Period for Bonds in the Term Rate Mode 
must be at least one hundred eighty ( 1  80) days in length. 

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

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

"Weekly Mode" means the Mode during which a Serics of Bonds evidence interest at the 
Weekly Ratc. 



"Weekly Rate" means the per annum interest rate with respect to a Series of Bonds in the 
Weekly Mode determined pursuant to the Indcnture. 

"Weekly Rate Period" means the period during which a Series of Bonds evidence interest at a 
Weekly Rate, which will be the period commencing on Thursday of each week, to and including 
Wednesday of the following week, except the last Weekly Rate Period which will be from and 
including the Thursday of the week prior to the Mode Change Date to and including the day next 
preceding the Mode Change Date. 

"2008 Projcct" means the refunding of all of the Prior Bonds, all to be financed with 
proceeds of the Series 2008 Bonds. 

THE INDENTURE 

Pledge and Assignment 

Subjcct only to the provisions of the Indenture permitting the application thereof for the 
purposes and on the terms and conditions set forth thercin, there arc pledged all of the Revenues and 
any other amounts held in any fund or account established p~~rsuant to the Indenture (other than the 
Bond Purchase Fund and the Rebate Fund) to (1) secure the payment of the principal of and 
premium, if any, and interest on the Bonds in accordance with their terms and the provisions thereof 
and of the Indenture, and (2) secure the payment of any Related Obligations. Said pledge will 
constitute a first lien on and security interest in such assets and will attach, be perfected and be valid 
and binding from and after delivery by the Trustee of the Bonds, without any physical delive~y 
thereof or further act. 

The Authority transfers in trust, grants a security interest in and assigns to the Trustee, for the 
benefit of the Holders from time to time of the Bonds and any Providers, all of the Revenues and 
other assets pledged in the Indenture and all of the rights of the Authority under the Lease Agreement 
to receive and collect Base Rental Payments and other amounts (except for (1) the right to receive 
any Additional Payments to the extent payable to the Authority and (2) any rights of the Authority to 
indemnification), and the right to enforce, whether by action at law or in equity or by other means, all 
provisions, covenants and agreements of the Lease Agreement with respect to the payment of Rase 
Rcntal Payments. The Trustee will be entitled to and will collect and receive all of the Revenucs, 
and any Revenues collected or received by the Authority will be deemed to be held, and to have been 
collected or received, by the Authority as the agent of the Trustee and will forthwith be paid by the 
Authority to the Trustee. The Trustee also will be entitled to and will take all steps, actions and 
proceedings reasonably necessary in its judglnent to enforce all of the rights of the Authority and all 
of the obligations of the City under the Leasc Agreement. 

The Authority will notify the Trustee of the execution of any Related Obligations. With 
respect to the Series 2008 Bonds, the Authority is executing a Series 2008 Interest Rate Swap 
Agreement. The Swap Revenues will be deposited in the Revenue Fund and Regular Swap 
Payments will be paid from the Interest Account. Any Extraordinary Swap Payments owed to the 
Swap Provider will be paid from the applicable subaccount of the Provider Payment Account on a 
subordinate basis to any amounts then due and owing on the Bonds payable under the Indenture or to 
the Credit Facility Provider undcr the Credit Facility Reiinbursc~nent Agreement. 



All Rcvenucs will bc promptly deposited by the Trustee upon receipt thereof in a special fund 
dcsignatcd as the Rcvcnuc Fund which thc Trustee is directed to cstablish, maintain and hold in trust, 
except as otherwise provided in the Indenture and except that all moneys received by the Trustee and 
required to be deposited in the Bond Purchase Fund or the Redemption Fund, will be promptly 
deposited in the Bond Purchase Fund and Redemption Fund, respectively. All Revenues deposited 
with the Trustee will be held disbursed, allocated and applied by the Trustee only as providcd in the 
Indenture. 

At least three (3) Business Days prior to each date on which a Base Rental Payment is due, 
pursuant to the Lease Agreement, the Trustee will notify the City of the anlount of the installlncnt of 
Base Rcntal Paymcnt necded to pay thc principal of and intcrest on the Bonds and any Regular Swap 
Payments estimated to become due prior to the next succeeding Base Rental Payment Date. Any 
failure to send such notice will not affect the City's obligation to make timely paymcnts of 
installments of Base Rental Payments. 

In order to carry out and effectuate the pledge, charge and lien on Swap Revenues contained 
in the Indenture, the Authority agrees and covenants that all Swap Revenues will be transferred when 
received to the Trustee for deposit in the Revenue Fund. 

Allocation of Revenues 

(A) On or before the dates specified in the Indenture, the Trustee will transfer fiom the 
Revenue Fund and deposit into the following respective accounts (each of which the Trustee is 
directed to establish and maintain within the Revenue Fund) the following amounts, in the following 
order of priority, the requirements of each such account (including the making up of any deficiencies 
in any such account resulting from lack of Revenues sufficient to make any earlier required deposit) 
at the time of deposit to be satisfied before any transfer is made to any account subsequent in 
priority:. 

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

SECOND: to the Principal Account, on or bcfore each September 1 commencing 
September 1, 2009 the amount of the principal payment or Sinking Fund Installment 
becoming due and payable on such September 1 (or'the succeeding Interest Paymcnt Date if 
Septenlber 1 is not an Interest Payment Date), until the balance in said account is equal to 
said amount of such principal or Sinking Fund Installment; and 

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

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



Application of Interest Account 

All amounts in the lnterest Account will be used and withdrawn by the Trustee solely for the 
purpose of paying interest on the Bonds and any Regular Swap Payments as they will 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 will be used and withdrawn by the Trustee solely to 
purchase or redeem or pay Sinking Fund Installments for a Series of Bonds or pay at maturity the 
Bonds of a Series as provided in the Indenture or in a Supplemental Indenture. 

Reserve Fund 

The Authority agrees to establish a separate fund titled the Reserve Fund to be held by the 
Trustee. All money in the Reserve Fund will be deposited with, used and withdrawn by the Trustee 
solcly for the purpose of funding thc lnterest Account or the Principal Account, in that order, in the 
cvcnt of any deficiency in eithcr of such accounts on a Principal Payment Date or Interest Payment 
Date or Swap Payment Date, except that so long as the Authority is not in default under the 
Indenture, any cash amounts in the Reserve Fund in excess of the Reserve Fund Requirement will be ~ 

withdrawn from the Reserve Fund and transferred to the Revenue Fund or, if so directcd by the 
Authority, deposited into a Project Fund during construction of any Project on each July 1 ,  following 
the payment of any amounts due on such date and on each date Bonds are redeemed or defeased. 
The Trustee will notify the Authority if any withdrawal is made from the Reserve Fund .for the 
purpose of fiinding the Interest Account or the Principal Account. 

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

The Reserve Fund Requircmcnt will bc dctcrmined upon the issuance of a Series of Bonds, 
the defeasance or optional redelliption of Bonds and upon the retirement of a Series of Bonds. The 
Authority will certify to the Trustee the amount of the Reserve Fund Requirement. 

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

If the Authority causes a cash-f~inded Rcservc Fund to bc replaccd with a Rcscrvc Facility, - 
amounts on dcposit in the Rcscrvc Fund will, upon Written Rcquest of the Authority to the Trustce, 
be transferred to the City and applied for any lawful purpose, subject, in the case where such moneys 
are procecds of Bonds, to the receipt by the Authority of an Opinion of Counsel that such transfer 



will not cause the interest on thc Bonds to be includcd in gross income for purposes o f  federal 
income taxation. 

Notwithstanding anything to the contrary contained in the Indenture, at any time one or more 
Reserve Facilities are on deposit in the Reserve Fund, the Trustee will withdraw and use all cash, if 
any, on deposit in the Rcservc Fund prior to using and withdrawing any amounts derivcd from 
paymcnts under any Rescrvc Facilitics. Amounts rcccivcd by the Trustee from the Authority as a 
replenishment of amounts withdrawn from the Reserve Fund will be applied (i) first to reimburse 
draws on any Reserve Facilitics and (ii) to replenish cash withdrawn from thc Rcscrve Fund. 

Application of Insurance Proceeds 

In the cvcnt of any damagc to or dcstruction of any part of the Lcascd Propcrty covcrcd by 
insurance, the Authority will cause the proceeds of such insurance to be utilized for the repair, 
rcconstmction or replacement of thc damagcd or destroyed portion of the Lcascd Property, and the 
Trustec will hold said procccds in a fund established by thc Trustce for such purpose scparate and 
apart from all othcr f ~ ~ n d s  designated thc Insurance and Condcmnation Fund, to thc end that such 
proceeds will be applied to the repair, reconstruction or replacement of the Leased Property to at least 
the samc good order, repair and condition as it was in prior to the damage or dcstruction, insofar as 
the same may bc accomplished by thc use of said procceds. Thq Authority will file a Ccrtificatc with 
the Trustee that sufficient funds from insurance proceeds or from any funds legally available to the 
Authority, or from any combination thereof, are available in the event it elects to repair reconstruct or 
replace the Leased Propcrty. The Trustee will invest said procccds in Permitted Investillents 
pursuant to the Requcst of the Authority, as agcnt for thc Authority under the Lease Agrccrncnt, and 
withdrawals of said proceeds will bc made from time to time upon thc filing with the Trustce of a 
Request of the Authority, stating that the Authority has expended moneys or incurred liabilities in an 
amount equal to the amount therein stated for the purpose of the rcpair, reeonsti-uction or replacemcilt 
of thc Lcased Propcrty, and specifying the items for which such moncys were expcndcd, or such 
liabilities were incurred, in reasonable detail. Any balance of such proceeds not required for such 
repair reconstruction or replacement and the proceeds of use and occupancy insurance will be paid to 
the Tn~stce as Base Rental Payments and applied in the manncr provided by thc Indenture. 
Altcrnatively, the Authority, if the procceds of such insurancc togcther with any other moneys thcn 
available for such purpose are sufficient to prepay all, in case of damage or destruction in whole of 
the Lcascd Propcrty, or that portion, in the case of partial damage or destruction of the Leased 
Property, of the Base Rental Payments and all other amounts rclating to the damaged or destroyed 
portion of thc Lcased Propcrty, may clcct not to repair, reconstruct or replace thc damaged or 
destroyed portion of the Leased Property and thereupon will cause said proceeds to be deposited in 
the Special Redemption Account and used for thc redemption of Outstanding Bonds pursuant to the 
applicablc provisions of the Indcnturc. The Authority will not apply the procccds of insurancc as set 
forth in the Indcnturc to redcem the Bonds in part due to damagc or dcst~uction of a portion of thc 
Leased Property unless the Base Rental Payments on the undamaged portion of the Leased Property 
will be sufficient to pay the scheduled principal and interest on the Bonds remaining unpaid aftcr 
such redemption. 

Application of Redemption Fund 

(A) The Trustee will establish maintain and hold in trust a fund separate from any other 
fund established and maintai~led under the indenture designated as the Rcdcmption Fund and within 
thc Rcdemption Fund a separate Optional Rcdclnption Account and a scparatc Special Rcdcmption 



Account. All amounts deposited in the Optional Redemption Account and in the Special Redcmption 
Account will be used and withdrawn by the Trustee solely for the purpose of redeeming Bonds, in 
the manner and upon the terms and conditions specified in Article IV of the Indenture, at the next 
succeeding date of redemption for which notice has not been given and at the Redemption Prices 
then applicable to redemptions fro111 the Optional Redemption Account and the Special Redemption 
Account respectively; provided that, at any time prior to giving such noticc of redemption, the 
Trustee will, upon direction of the Authority, apply such amounts to the purchase of Bonds pursuant 
to the Indenture; and provided further that, in the case of the Optional Redcmption Account, in lieu 
of redemption at such next succeeding date of redemption or in combination therewith, amounts in 
such account may be transferred to the Revcnue Fund and credited against Base Rental Paymcnts in 
order of their due date as set forth in a Request of the Authority. 

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

Rebate Fund 

(A) The Trustee will establish and maintain a fund separate from any other fund 
established and maintained under the Indenture dcsignatcd as the Rebate Fund. Within tbc Rebate 
Fund, the Trustee will maintain such accounts as will be specified by the Tax Certificate. Subject to 
the transfer provisions provided in the ~ndenture, all money at any time deposited in the Rebate Fund 
will be held by the Tl-ustee in trust, to the extent required to satisfy the Rebatc Amount (as defined in 
thc Tax Certificatc), for paymcnt to the federal govcrn~ncnt of thc Unitcd States of America. Neither 
thc Authority, thc City, nor the Holder of any Bonds will havc any rights in or claim to such money. 
All amounts deposited into or on deposit in the Rebate Fund will be govcmed by the Indcnturc and 
by the Tax Certificate (which is incorporated in the lndenture by reference). The Trustee will be 
deemed conclusively to have complied with such provisions if it follows the writtcn directions of the 
Authority including supplying all necessaly information in the manner provided in the Tax 
Certificate, and will have no liability or responsibility to enforce compliance by the City or the 
Authority with the terms of the Tax Certificate. The Authority will be deemed conclusively to have 
complied with the provisions of the Indenture if it takes such action as may reasonably be requested 
by the City or the Authority pursuant to the Tax Certificate. 

(B) Upon the Authority's written direction, an amount will be deposited to the kebate 
Fund by the Trustee from deposits by the Authority or from available investment earnings on 
amounts held in thc Rcveni~e Fund, if and to the extent required, so that thc balance in the Rebate 
Fund will equal the Rebate Amount. Computations of the Rebate Amount will be furnished to the 
Trustee by or on behalf of the Authority in accordancc with thc Tax Certificate. 

(C) Thc Trustee will have no obligation to rcbatc any amounts rcquired to bc rebatcd 
pursuant to thc lndenturc, other than from moneys hcld in the funds and accounts creatcd under the 
Indenture or from other moneys provided to it by the Authority. 

(D) At the written direction of the Authority, the Trustee will invest all amounts held in 
the Rebate Fund in Permitted Investments, subject to the restrictions set forth in the' Tax Certificate. 
Money will not be transferred from the Rebate Fund except as provided in the Indenture. 



(E) Upon receipt of the Authority's written directions, the Trustee will remit part or all of 
the balances in the Rebate Fund to the United States, as so directed. In addition, if the Authority,so 
directs in writing, the Trustee will deposit money into or transfer money out of the Rebate Fund fro111 
or into such accounts or funds, as so directed. Any funds remaining in the Rebate Fund after 
redemption and payment of all of the Bonds and payment and satisfaction of any Rebate Amount, or 
provision made therefor satisfactory to the Trustee, will be withdrawn and remitted to the Authority. 

(F) Notwithstanding any other provision of the Indenture, including in particular the 
provisions relating to defeasancc, the obligation to remit the Rebate Amounts to the United States 
and to comply with all other requireinents of the lndenture and the Tax Certificate will survive the 
dcfeasance or payment in full of the Bonds. 

Investment of Moneys 

(A) All moneys in any of the funds and accounts established pursuant to the Indenture 
(other than the Bond Purchase Fund) will be invested by the Trustee upon directions from the 
Authority solely in Permitted Investments. Moneys in the Bond Purchase Fund will remain 
uninvested. Permitted Investments will be purchased at such prices as the Authority may direct. The 
directions of the Authority will be subject to the limitations set forth in the Indenture. All Permitted 
Investments will be acquired subject to the limitations as to maturities hereinafter in the Indenturc set 
forth and such additional limitations or requirements consistent with the foregoing as may be 
established by Request of the Authority. No Request of the Authority will impose any duty on the 
Trustee inconsistent with its fiduciary responsibilities. In the absence of directions from the 
Authority, the Trustee will invest in Permitted Investments specified in the Indenturc. 

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

Application of Provider Payment Account 

The Trustee 'will establish a sub-account for each Provider within the Provider Payment 
Account. All amounts in the Provider Payment Account will be used and withdrawn by the Trustee 
solely for the purpose of paying any amounts owed to Providers, including Extraordinary Swap 
Payments, when due. To the extent amounts deposited therein are insufficient to pay all amounts 
owed to Providers, such amounts will be applied on a pro rate basis to the payment of amounts owed 
to Providers. Payments of fees and termination payments for any Swap are subordinate to payments 
to a Credit Facility Provider. 

Payments from Credit Facility 

Notwithstanding anything to the contrary in the Indenture, so long as any Series of Bonds are 
secured by a Credit Facility, the Tl-ustee will pay the following from draws made under such Credit 
Facility, as and to the extent provided in such Credit Facility: 



(1) the principal of such Bonds due upon the maturity thereof; 

(2) the interest on such Bonds; 

(3) the Mandatory Sinking Account Payments for such Bonds pursuant to the Indenture, 
in the case of the Series 2008 Bonds or the applicable Supplen~ental Indenture, in the case of 
Additional Bonds secured by a Credit Facility; 

(4) the Redemption Price and any accrued interest due on such Bonds upon the optional 
redemption thereof; 

(5) the principal and interest due upon the acceleration of such Bonds pursuant to the 
Indenture, in the case of the Series 2008 Bonds or Supplemental Indenture, in the case of Additional 
Bonds secured by a Credit Facility; 

provided, however, that if the Trustee has not received sufficient fi~nds for making payments due 
under clauses (l), (2), (3), (4) and (5) from the Crcdit -Facility Provider by 3:00 p.m., New York City 
time, due to dcfault, repudiation or dishonor by the Credit Facility Provider, the Trustcc will notify 
the City by Electronic Mcans of such deficiency no later than 4:00 p.m., New York City time, and 
will compensate for such deficiency by immediately transferring any necessaly amounts from the 
Revenue Fund to the Interest Account and to the Principal Account, as appropriate, to make such 
payments as provided in the lndenture. The Trustee will makc draws under the Credit Facility in 
accordance with its telms and in sufficient time so that proceeds from the Credit Facility will be 
available to make such payment on such Bonds on a timely basis. The Trustee will deposit in the 
appropriate subaccount of the Credit Facility Account all proceeds of draws made under the Credit 
Facility and will make payments on the applicable Series of Bonds from the appropriate subaccount 
of the Credit Facility Account to the extent described in the lndenture. The Trustee will immediately 
reimburse the Credit Facility Provider from moneys in the Principal Fund and Interest Fund, as 
applicable, or from moneys in the Reserve Fund as required. 

In no evcnt will the Trustee draw on a Credit Facility with rcspcct to any payments made in 
connection with Bonds not secured by a Credit Facility or Bonds owned by the City. 

Particular Covenants 

Punctual Payment. The Authority will punctually cause to be paid the principal or 
Redemption Price and interest to become due in respect of 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: Except as set forth in the Indenture, the Authority will not 
directly or indirectly extend or assent to the extension of the maturity of any of the Bonds or the time 
of payment of any claims for interest by the purchase or funding of such Bonds or claims for interest 
or by any other arrangc~nent and in case the maturity of any of the Bonds or the time of payment of 
any such claims for intcrest will be extcndcd, such Bonds or claims for intcrcst will not bc entitled, in 
casc of any default under thc lndcnturc to the benefits of the Indcnturc, cxccpt subjcct to thc prior 
payment in full of the principal of all of the Bonds then Outstanding and of all claims for interest 
thereon which will not have been so extended. Nothing in the lndenture will be deemed to liiilit the 



right of the Authority to issue obligations for the purpose of refunding any Outstanding Bonds, and 
such issuance will not bc deemcd to constitute an extension of maturity of Bonds. 

Against Encumbrances. The Authority will not create any pledge, lien, charge or other 
encumbrance upon the Revenues and other assets pledged or assigned under the Indenture while any 
of the Bonds or Swaps are Outstanding, except the pledges and assignments created by the Indenture, 
and will assist the Trustee in contesting any such pledge, lien, charge or other encumbrance which 
may be created. Subject to this limitation the ~ u t l l o r i t ~  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. 

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 limited obligations of the Authority in 
accordance with their terms, and the Authority and Trustee will at all times, to the extent permitted 
by law, defcnd, preserve and protect said pledge and assignment of Revenues and other assets and all 
the rights of the Bondl~oldcrs under the Indenture against all claims and demands of all Persons 
whomsoever. 

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

Any funds remaining in the Rebate Fund after redemption and paymcnt with respect to all of 
the Bonds and all other amounts due under the Indenture or under the Lease Agreement or provision 
made therefor satisfactory to the Trustce, including accrued interest and payment of any applicable 
fees and cxpcnscs to the Trustee and satisfaction of the Rebate Requirement (as dcfined in the Tax 
Certificate), will be withdrawn by the Trustcc and rcmittcd to or upon the direction of the Authority. 

. The Authority will not use or pkrlnit the use of any proceeds of the Series 2008 Bonds or any 
funds of the Authority, directly or indirectly, to acquire any securities or obligations, and will not 
take or permit to be taken any other action or actions, which would cause any of the Series 2008 
Bonds to be an arbitrage bond within the meaning of Section 148 of the Code private activity bond 
within the meaning of Section 141(a) of the Code, or federally guaranteed within the meaning of 
Section 149(b) of the Code and any such applicable requirements promulgated from time to time 
thereunder and under Section 103(c) of the Internal Rcvenuc Code of 1954, as amended. The 



Authority will observe and not violate the requirements of Section 148 of the Code and any such 
applicable regulations. The Authority will comply with all requirements of Section 148 and 149(b) 
of the Code to the extent applicable to. t l~e Series 2008 Bonds. In the event that at any time the 
Authority is of the opinion that for purposes of the Indenture, it is necessary to restrict or to limit the 
yield on the investment of any moneys held by the Trustee under the Indcnture, the Authority will so 
instruct the Trustcc undcr the Indenture in writing, and thc Trustee will takc such action as may be 
necessaly in accordance wit11 suc11 instructions. 

The Authority and the Trustee (as directed by the Authority) specifically covenant to comply 
with the provisions and procedures of the Tax Certificate; provided that the Trustee will not be bound 
by this covenant if an Event of Default has occurred and continuing. 

The Authority will not use or permit the use of any proceeds of the Series 2008 Bonds or any 
funds of the Authority, directly or indirectly, in any manner, and will not take or omit to take any 
action that would cause any of the Series 2008 Bonds to be trcatcd as an obligation not describcd in 
Section 103(a) of the Code. 

Notwithstanding any provisions of the Indenture, if the Authority will provide to the Trustee 
an Opinion of Counsel that any specified action required under the Indenture or the Tax Certificate is 
no longer required or that some further or different action is rcquired to maintain the exclusion from 
federal income tax of interest on the Series 2008 Bonds the Trustee and the Authority inay 
conclusively rely on such opinion in complying with the requirements of the Indenture, and, 
notwithstanding the provisions of the Indenture, the covenants under thc Indenture will be deemed to 
be moditied to that extent. 

The Authority covenants that, in the event of any change in the Indenturc or other rclcvant 
documents relating to the Series 2008 Bonds, or any other actions taken or omitted by the Authority, 
upon the advice or with the approving Opinion of Counsel other than Sidley Austin LLP, Bond 
Counsel in connection with the original execution and delivcry of thc Series 2008 Bonds, the 
Authority will, upon the making of any such change, or the taking or omission of any such other 
action, cause to be delivered an Opinion of Counsel nationally recognized in the area of municipal 
bonds to the effect that the interest on the Series 2008 Bonds is excluded from gross income for 
federal income tax purposes. 

Amendinents to Lease Agreement. The Authority will not supplement, amend, modify or 
tcrminatc any of the terms of thc Lease Agreement, or consent to any such supplement, amcndmcnt, 
modification or termination, without the prior written consent of the Trustee, the Bond Insurer, if 
any, and the Crcdit Facility Provider, if any. The Trustcc will givc such written conscnt (a) if such 
supplement, amendment, modification or termination will not materially adversely affect the interests 
of the Bondholders or result in any material impairmcnt of the security given for the payment of the 
Bonds (provided that such supplement amendment or modification will not be deemed to have such 
adverse effect or to cause such material impairment solely by reason of substitution of real property 
pursuant to the Lease Agreement), (b) to accommodate the issuance of Additional Bonds pursuant to 
a Supplemental Indenture, (c) to add to the agreements, conditions, covenants and terms required to 
be observed or performed thereunder by any party thereto, or to surrender any right or power therein 
reserved to the Authority or the City, (d) to cure, correct or supplement any ambiguous or defective 
provision contained therein, which action does not materially adversely affect the interests of the 
Bondholders, (e) to accommodate any removal or substitution of the Leased Property in accordance 
with the Leasc Agreement, (f) to modify thc legal description of the Lcascd Property to conform to 



the requirements of title insurance or otl~cnvisc to add or delete property descriptions to rcflcct 
accuratcly thc description of the parcels intcndcd or prcfcrred to be included thcrein, or (g) the 
Trustee first obtains the written consent of the Bondholders of a majority in principal amount and 
Accreted Value, as the case may be, of the Bonds then Outstanding to such settlement, amendment, 
modification or termination; provided, that no such supplement, amendment, modification or 
termination will reduce the amount of Base Rental Payments to be made to the Authority or the 
Trustee by the City pursuant to the Lease Agreement, or extend the time for making such payments, 
or permit the creation of any lien prior to or on a parity with the lien created by the Indenture on the 
Base Rental Paylnents (except as cxprcssly provided in the Lcasc Agreement), in each case without 
the written consent of all of the Bondholders of the Bonds thcn Outstanding, the Bond Insurer, if any, 
and the Credit Facility Provider, if any. 

Any supplemcnt, amendment or modification entercd into pursuant to the lndenture will not, 
for purposes of the Indenture, be deemed to materially adversely affect the interest of the 
Bondholders or result in any material ilnpairnlent of the security given for the payments of the Bonds 
so long as all Bonds are insured by a Bond Insurance Policy, and each Bond Insurer will be rated in 
the highest rating category by two of thc Rating Agencies. 

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

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

The Trustee will promptly collect all amounts due from the City pursuant to the Lcase 
Agrcemcnt, will perform all duties imposed upon it pursuant to the Lcasc Agrecmcnt and will 



diligently enforce, and take all steps, actions and proceedings reasonably necessary for the 
cnforccmcnt of, all of the rights of the Authority and all of thc obligations of thc City. 

Waiver of Laws. The Authority will not at any time insist upon or plead in any manner 
whatsoever, or claim or take the benefit or advantage of, any stay or extension law now or at any 
time hereafter in force that may affect the covenants and agreements contained in the Indenture or in 
t11c Bonds, and all benefit or advantagc of any such law or laws is expressly waived by the Authority 
to the extent permitted by law. 

Further Assurances. The Authority will makc, execute and deliver any and all such further 
indentures, instn~inents and assurances as may be reasonably necessary or proper to carry out the 
intcntion or to facilitate the performance of the Indenturc and for the better assuring and confirming 
unto the Holders of the Bonds of the rights and benefits provided in the Indenture. 

Events of Default 

The following events will be Events of Default: 

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

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

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

(D) an Event of Default occurring under the Lease Agreerncnt; or 

(E) the Trustee will receive notice from the Credit Facility Provider that an Event of 
Default has occurred under the Credit Facility Reimburseinent Agreement and such notice will be 
accompanied by a Tender Notice as required under the Credit Facility Reimbursement Agreement. 

Upon actual knowledge of the existence of any Event of Dcfault, the Trustee will notify the 
Authority, the City, and the Bond Insurer, if any, and the Credit Facility Providcr, if any, in writing 
as soon as practicable; provided, however, that the Trustee need not provide notice of any event of 
default that is a Lease Default Event if thc City has expressly acknowledged the existence of such 
Lease Default Event in a writing delivered to the Trustee, the Bond Insurer, if any, and the Credit 
Facility Provider, if any, and the Authority. Additionally, the Trustee will immediately notify the 
applicable Bond Insurer, if any, and the Credit Facility Provider, if any, if at any time there are 
insufficient moneys to make any payments of principal of and/or intercst on the lnsured Bonds 



insured by such Bond Insurer, if any, and the Credit Facility Provider, if any, and immediately upon 
the occurrence of any Evcnt of Dcfault undcr the Indcnturc and will providc such additional 
information as such Bond Insurer, if any, and the Credit Facility Provider, if any, will reasonably 
request. 

Acceleration of Maturities 

Whenever any Event of Default referred to in the Indenture will have happened and be 
continuing, the Trustee niay take the following remedial steps: 

(A) In thc case of an Evcnt of Default described (A) or (B) of thc preccding Section, the 
Trustee inay notifj the Authority and the City of such Event of Dcfault, may inakc a denland for 
payment under the Indenture and may declare the principal of all obligations issued undcr the 
Indenture then outstanding to be due and immediately payable, and upon any such declaration the 
same will become and will be immediately due and payable, anything in the Indenture to the contrary 
notwithstanding; 

(B) In the case of an Event of Default described in (C) of the preceding Section, the 
Trustee may take whatever action at law or in equity is necessary or desirable to enforce the 
pcrformancc, observance or compliance by the Authority wit11 any covenant, condition or agrccincnt 
by the Authority under the Indenture; and 

(C) In the case of an Event of Default described in the Jndenture, the Trustee inay take 
whatever action the Authority would be entitled to take, and will take whatever action the Authority 
would be required to take, pursuant to thc Lease Agreement in order to remedy the Leasc Default 
Event. 

Nothing containcd in the Indenturc, howcvcr, will require the Trustee to excrcisc any 
remedies in connection with an Event of Default unless t l~e  Trustee will have actual knowledge or 
will have received written notice of such Event of Default. 

Application of Revenues and Other Funds After Default 

If an Event of Default will occur and be continuing, all Revenues and any other funds then 
held or thereafter received by the Trustee under any of the provisions of the Indenture (subject to the 
provisions of the Indenture relating to disqualified bonds and other than moneys required to be 
dcpositcd in thc Rcbate Fund or thc Bond Purchasc Fund) will bc applicd by the Trustcc as follows 
and in the following order: 

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

(2) To the payment of the principal or Redemption Price of and interest then due on the 
Bonds (upon presentation of tllc Bonds to be paid, and stamping thereon of thc payment if only 
partially paid, or surrender thereof if fully paid) and thc Regular Swap Payments subject to thc 
provisions of the Indenture, as follows: 



(a) Unless the principal of all of the Bonds will have become or have been 
declared due and payable 

FIRST: To the payment to the Persons entitled thereto of all installments of 
interest then due in the order of the maturity of such installments and any Regular 
Swap Payments, and, if the amount available will not be sufficient to pay in full any 
installment or installments maturing on thc samc datc, then to thc payment thcrcof 
ratably, according to the amounts due thereon, to the Persons entitled thereto, without 
any discrilnination or preference; and 

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

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

(b) If thc principal of all of thc Bonds will havc become or have bccn declared 
due and payable 

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

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



Trustec to Represent Bondholders 

The Trustee is irrevocably appointed (and the successive respective Holders of the Bonds, by 
taking and holding the same, will be conclusively deemed to have so appointed the Trustee) as 
Trustee and true and lawful attorney-in-fact of the Holders of the Bonds for the purpose of exercising 
and prosecuting on their behalf such rights and remedies as may be available to such Holders under 
the provisions of the Bonds, the Indenture, the Lease Agreement, the Act and applicable provisions 
of any other law. Upon the occurrence and continuance of an Event of Default or other occasion 
giving rise to a right in the Trustee to represent the Bondholders, the Trustee in its discretion may, 
and'upon the written request of the Holdcrs of not less than twenty-five percent (25%) in aggregate 
principal amount of the Bonds then Outstanding, and upon being indemnified to its satisfaction 
therefor will, proceed to protect or enforce its rights or the rights of such Holders by such appropriate 
action, suit, mandamus or other proceedings as it will deem most effectual to protect and cnforce any 
such right, at law or in equity, either for the specific perfolmance of any covenant or agreement ' 

contained in the Indenture, or in aid of the exccution'of any power in the Indenture granted, or for the 
enforcement of any other appropriate legal or equitable right or remedy vested in the Trustee or in 
such Holders under the Indenture, the Lease Agreement, the Act or any other law; and upon 
instituting such procceding, the Tlustee will be entitled, as a matter of right, to the appointment of a 
receiver of the Revenues and other amounts and assets pledged under the Indenture pending such 
proceedings. If more than one such request is received by the Trustee from the Holders, 'the Trustee 
will follow the written request executed by the Holders of the greater percentage of Bonds then 
Outstanding in excess of twenty-five percent (25%). All rights action under the Indenture or the 
Bonds or otherwise may be prosccutcd and enforccd by the Trustee without the possession of any of 
the Bonds or the production thereof in any proceeding relating thereto, and any such suit, action or 
proceeding instituted by the Trustee will be brought in the name of the Trustee for the benefit and 
protection of all the Holders of such Bonds, subject to the provisions of the Indenture. 

I 

Bondholders' Direction of Proceedings 

Anything in the Indenture to the contrary notwithstanding, the Holders of a majority in 
aggregate principal amount of the Bonds then Outstanding will, have the right, by an instrument or 
concurrcnt instruments in writing executed and delivered to the Trustee, and upon indemnifying the 
Trustee to its satisfaction therefor, to direct the method of conducting all remedial proceedings taken 
by thc Trustec under thc Indenture, provided that such dircction will not bc othelwise than in 
accordance with law and the provisions of the Indenture, and that the Trustec will havc the right to 
decline to follow any such direction which in the opinion of the Trustee would be unjustly prcjudicial 
to Bondholders not parties to such direction. 

Limitation on Bondholders' Right to Sue 

(A) No Holder of any Bond will have the right to institute any suit, action or proceeding 
at law or in equity, for the protection or cnforccment of any right or rcmcdy under the Indcnturc, thc 
Lease Agreement, the Act or any other applicable law with respect to such Bond, unless (1) such 
Holder will have given to the Trustee written notice of the occurrence of an Event of Default; (2) the 
Holdcrs of not lcss than twenty-five pcr cent (25%) in aggregate principal amount of the Bonds then 
Outstanding will havc made writtcn request upon thc Trustcc to cxcrcisc the powcrs granted in the 
Indenture or to institute such suit, action or proceeding in its own name; provided, however, that if 
more than one sucll request is received by the Trustee from the Holders, the Trustee will follow the 
writtcn request executed by the Holdcrs of the greater perccntagc of Bonds then Outstanding in 



cxccss of twcnty-five perccnt (25%); (3) such Holdcr or said Holdcrs will have tendcred to the 
Trustce indemnity satisfactory to it against thc costs, expenscs and liabilities to be incurred in 
compliance with such request; and (4) the Trustee will have refused or omitted to comply with such 
request for a period of sixty (60) days after such written request will have been received by, and said 
tender of indenlnity will have been made to, the Trustee. 

(B) Such notification, request, tender of indemnity and ref~~sal  or omission are dcclared, 
in every case, to be conditions precedent to the exercise by any Holder of Bonds of any remedy under 
the lndenture or under law; it being understood and intended that no one or more Holders of Bonds 
will have any right in any nlanner whatever by such Holders or Holders' action to affect disturb or 
prejudice the security of the lndenture or the rights of any other Holders of Bonds, or to enforce any 
right under the Tndenture, the Lease Agreement, the Act or other applicable law with respect to the 
Bonds, except in the manner provided in the lndenturc, and that all proceedings at law or in equity to 
enforce any such right will bc institutcd, had and maintained in the manncr providcd in thc Indcnturc 
and for the bcncfit-and protection of all Holdcrs of the Outstanding Bonds, subjcct to the provisions 
of the Tndenture. 

Absolute Obligation of Authority 

Nothing in the Indenture, or in the Bonds, contained will affect or impair the obligation of the 
Authority, which is absolute and unconditional, to pay the principal or Redemption Price of and 
interest on the Bonds to the respective Holders of the Bonds at their respective dates of maturity, or 
upon call for redemption, as providcd in the Indenture, but only out of the Revenues and other asscts 
pledged in the Indenture, and not otherwise, or affect or impair the right of such Holders, which is 
also absolute and unconditional, to enforce such payment by virtue of the contract embodied in the 
Bonds. 

Termination of Proceedings 

In case any proccedings taken by the Trustce or anyonc or more Bondholders on account of 
any Event of Default will have been discontinued or abandoned for any reason or will have been 
determined adversely to the Trustee or the Bondholders, then in every such case the Authority, the 
Trustee, the Bond Insurer, if any, and the Credit Facility Provider, if any, the Liquidity Facility 
Provider, if any, and the Bondholders, subject to any detelmination in such proceedings, will be 
restored to their former positions and rights under the Indenture, severally and respectively, and all 
rights, rcmcdies, powers and duties of the Authority, the Trustee, thc Bond Insurcr, if any, and the 
Credit Facility Provider, if any, the Liquidity Facility Provider, if any, and the Bondholders will 
continue as though no such proceedings had been taken. 

Remedies Not Exclusive 

No remedy in the Indenture conferred upon or reserved to the Tiustee or to the Holders of the 
Bonds or to any Providcr is intended to bc cxclusivc of any other rcmcdy or rcmcdics, and cach and 
cvcry such rcmedy, to thc cxtcnt pcrmittcd by law, will bc cumulativc and in addition to any other 
remedy given under the Indenture or now or hereafter existing at law or in equity or otherwise. 



No Waiver of Default 

No delay or omission of the Trustee or of any Holder of thc Bonds or of any Provider to 
exercise any right or power arising upon the occurrence of any default will impair any such right or 
power or will be construed to be a waiver of any such default or an acquiescence therein; and every 
power and remedy given by the Indenture to the Trustee or to the Holders of the Bonds may be 
exercised from time to time and as often as may be dccmed expedienl. No Event of Default requiring 
a draw on a Credit Facility or Liquidity Facility may be waived unless the Trustee has received 
written notice that the applicable Credit Facility or Liquidity Facility is reinstated to the Required 
Stated Amount and in the case of an Event of Default described herein in Section (E) in the Section 
entitled "Events of Default," the Trustee has received a written rescission of the Tender Notice from 
the Credit Facility Provider. 

Control of Remedies by Bond Insurer, if any, and the Credit Facility Provider, if 
any, or Liquidity Facility Provider 

Provided that the Bond lnsurance Policy or the Liquidity Facility remain in effect, 
notwithstanding anything in the Indenture to the contrary, the Bond Insurer, if any, and the Credit 
Facility Provider, if any, will have the right to direct all remedies upon the occurrence of an Event of 
Default. If the Bond Insurance Policy is no longer in effect or a default has occurred with respect to 
the Bond Insurance Policy, the Liquidity Facility Provider will have the right to direct all remedies 
upon the occurrence of an Event of Default. 

Trustcc 

Duties, Immunities and Liabilities of Trustee. 

(A) The Tr~~s tee  will, prior to an Event of Defa~llt, and after the curing of all Events of 
Default which may have occurred, perfonn such duties and only such duties as arc specifically set 
forth in the Indcnturc, and, except to the extent rcquircd by law, no impli.ed covenants or obligations 
will be read into the Indcnture against the Trustee. The Trustce will during the existencc of any 
Event of Default (which has not been cured), exercise such of the rights and powers vested in it by 
the Indenture, and use the same degree of care and skill in their exercise, as a prudent person that 
custolnarily engages in activities essentially similar to those provided for the Trustec under the 
indenture would exercise or use under the circumstances in the conduct of such person's own affairs. 

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

(C) The Tmstee may at any time resign by giving written notice of such resignation to the 
Authority, the Bond Tnsurer, if any, and the Credit Facility Provider, if any, the Liquidity Facility 



Provider (if any), thc City and by giving the Bondholdcrs notice of such resignation by mail at the 
addrcsses shown on the registration books maintained by the Trustcc. Upon receiving such noticc of 
resignation the Authority will promptly appoint a successor Trustee by an instrument in writing. The 
Trustee will not be relieved of its duties until such successor Trustee has accepted appointment. 

(D) Any removal or resignation of thc Trustee and appointment of a succcssor Trustee 
will only become cffcctivc upon acccptancc of appointmcnt by thc succcssor Trustec. If no 
successor Trustee will have been appointed and have accepted appointment within thirty (30) days of 
giving notice of removal or notice of resignation as aforesaid, the rcsigning Trustcc or any 
Bondholdcr (on behalf of such Bondholdcr and all othcr Bondholdcrs) may petition any court of 
competent jurisdiction for the appointmcnt of a successor Trustcc, and such court may thcrcupon, 
after such notice (if any) as it may deem proper, appoint such successor Trustee. Any successor- 
Trustec appointed under the lndenturc will signify its acccptance of such appointment by executing 
and delivering an instrument in writing to the Authority, the Notice Partics, and to its prcdcccssor 
Trustcc. Trustcc a written acccptance thercof, and thereupon such succcssor Trustce, without any 
further act, deed or conveyance, will become vested with all the moneys, estates, properties, rights, 
powers, tl-usts, duties and obligations of such prede~essor Trustee, with likc effect as if origi~~ally 
named Trustec in the lndcnturc; but nevertheless at the request of the succcssor Trustce, such 
predecessor Trustee will execute and deliver any and all instruments of conveyance or further 
assurance and do such other things as may reasonably be required for more fully and certainly 
vesting in and confirming to such successor Trustee all the right, title and interest of such predecessor 
Trustce in and to any propcrty hcld by it undcr the lndcnturc and will pay ovcr, transfer, assign and 
dcliver to the successor Trustce any moncy, Credit Facility, Liquidity Facility or othcr propcrty 
subject to the trusts and conditions set forth in the Indenture. Upon the request of the successor 
Trustcc, the Authority will execute and deliver any and all inst~-uments as lnay be reaso~~ably required 
for more fi~lly and ccrtainly vesting in and confirming to such successor Trustcc all such moncys, 
estates, properties, rights, powers, trusts, duties and obligations. Upon the acceptance of appointment 
by a successor Trustee as provided in the Indenture, the Authority will mail, or cause to be mailed, a 
notice of the succcssion of such Trustec to the trusts undcr thc lndenturc to thc Bondholders at the 
addrcsses shown on the registration books maintaincd by the Tmstce. If thc Authority fails to  nail 
such notice within fifteen (15) days after acceptance of appointment by the successor Trustee, the 
successor Trustee will cause such notice to be mailed at the expensc of thc Authority. 

(E) The Trustce and any successor Trustce will be a trust company or bank having a 
coinbincd capital and surplus of at least scvcnty-fivc million dollars ($75,000,000) (or providing a 
guarantee of the full and prompt performance by the Trustee of its obligations under this Bond 
Indcnture by a guarantor with such combincd capital and surplus) and subject to supervision or 
cxamination by fcdcral or statc authority. If such bank or trust company publishes a rcport of 
condition at least annually, pursuant to law or to the rcquircinents of any supervising or cxamining 
authority referred to in the Indenture, then for the purpose of this subsection the combined capital and 
su~plus of such bank or trust' company will be deemed to be its combincd capital and surplus as set 
forth in its most rcccnt rcport of condition so published.' In case at any time the Trustce will ccasc to 
be eligiblc in accordance with the provisions of the Indenture, the Trustee will resign iinmcdiately in 
the manner and with the effect specified in this Section. 

(F) In the evcnt that the Tl-ustec breaches its obligations under the Indcnture or under any 
other financing document in connection with thc issuance of thc Bonds, at the request of thc Bond 
Insurer, if any, and the Credit Facility Provider, if any, the Authority will remove and replace the 
Trustee in accordance with the terins of the foregoing clause (B). 



M c r ~ e r  or Consolidation. Any company into which the Trustee may be lncrgcd or convcrtcd 
or with which it may bc consolidated or any company resulting from any mcrgcr, conversion or 
consolidation to which it will be a party or any company to which the Trustee may sell or transfer all 
or substantially all of its corporate trust business provided such company will be eligible under the 
Indenhre, will be the successor to such Trustee without the execution or ijling of any paper or any 
further act anything in the Indenture to the contrary notwithstanding. 

Liability of Trustee. 

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

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

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

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

(E) Except with respect to Events of Default specified (A) and (B) of the Section herein, 
entitled "Events of Default," the Trustee will not be deemed to have knowledge of any Event of 
Default unless and until an officer at the Principal Office responsible for the administration of its 
duties under the Indenture will have actual knowledge thereof or the Trustee will have received 
written notice thereof at the Principal Office. The Trustee will not be bound to asccrtain or inquire as. 



to the performance or observance of any of the terms, conditions, covenants or agreements in the 
Indcnturc or of any of the documcnts exccutcd in connection with thc Bonds, or as to thc cxistcncc of 
a default or Event of Default thereunder. The Trustee will not be responsible for the validity or 
effectiveness of any collateral given to or held by it. 

i 

(F) The Trustee may cxecute any of the tiusts or powers undei. the Indcnture or perform 
any duties under thc Indcnture cithcr directly or by or through attorncys-in-fact, agents, rcceivers, 
officers, employees or representatives, but will be answerable for the negligence or misconduct of 
any such attorncy-in-fact, agent, receiver, officcr, einployee or representative selected by it. Thc 
Tnlstcc will be entitled to advice of counsel and othcr profcssionals concerning all matters of trust 
and its duty under the Indcnture, but thc Trustcc will not bc answerable for thc professional 
malpractice of any counselor other professional (including without limiting the generality of the 
forcgoing, attorncys-in-law or certified public accountants) in connection with the rendering of such 
counsels or other professionals' advicc in accordance with the tcnns of the Indenturc, if such 
counselor other professional was selected by the Trustee with due carc. 

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

(H) Whether or not therein expressly so provided, every provision of the Tndenture, the 
Lease Agreement or related documents relating to the conduct or affecting the liability of or 
affording protection to the Tiustee will be subject to the provisions of thc Indcnture relating to 
liability of thc Trustee. 

(I) Thc Trustcc will not bc considcred in brcach of or in default in its obligations under 
the Indenture or progress in respect thereto in the event of enforced delay "unavoidable delay" in the 
performance of such obligations due to unforesecable causcs beyond its control and without its fault 
or negligence. 

(J) The Trustee agrees to accept and act upon facsimile transmission of written 
instructions andlor directions; provided, however, that: (1) subsequent to such facsimile transmission 
of writtcn ins t~~~ct ions  andlor directions the Trustee will forthwith receivc the originally cxccuted 
instructions and/or directions, (2) such originally cxccutcd instructions and/or dircctions will bc 
signed by a person as may be designated and authorized to sign for the party signing such 
instructions andlor dirwtions, and (3) the Trustees will havc received a currcnt incumbcncy 
certificate containing the specin~en signature of such dcsignated person. 

Modification or Amendment of the Tndenture 

Amendments Permitted. The Indenture and the rights and obligations of the Authority and of 
the Holders of the Bonds and of the Trustee and of any Swap Provider may be modified or amended 
from time to time and at any time by an indenturc or indenhlrcs supplcinental to the Indenturc, which 
the Authority and the Trustee may cntcr into when, the City will havc filed'with thc Trustee the 
written consent of the Holders of a majority in aggregate principal amount of the Bonds then 
Outstanding and the writtcn consent of the Credit Facility Provider, if any. No such modification or 
amendment will (I)  cxtend the statcd maturity of any Bond, or rcducc the amount of principal 
thereof, or extend the time of payment or change 'the method of computing the rate of interest 
thereon, or extend the time of payment of interest thereon, or reduce any premium payable upon the 



redemption thereof or change the Purchase Price to be paid to Holders tendering their Bonds, without 
the consent of the Holder of each Bond so affected, or (2) reduce the aforesaid percentage of Bonds, 
the consent of the Holders of which is required to effect any such modification or amendment, or 
permit the creation of any lien on the Revenues and other assets pledged under the Indenture prior to 
or on a parity with the lien created by the Indenture, or deprive the Holders of the Bonds or the Swap 
Provider of the lien created by the Indenture on such Revenues and other assets (except as expressly 
provided in the Tndenture), without the consent of the Holders of all Bonds then Outstanding and the 
Swap Provider. It will not be necessary for the consent of the Bondholders to approve the particular 
form of any Supplcrnental Indenture, but it will be sufficient if such conscnt will approve the 
substance thcrcof. Promptly after thc execution by thc Authority and thc Trustcc of any 
Supplemental Indenture pursuant to this paragraph, the Trustee will mail a notice, setting forth in 
general terms the substance of such Supplemental lndenture to the Bondholders at the addresses 
shown on the registration books maintained by the Trustee. Any failurc to give such notice, or any 
defect therein, will not, however, in any way impair or affect the validity of any such Supple~nental 
Indenture. 

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

(1 )  to add to the covenants and agreements of the Authority contained in the Tndenture 
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 in the Indenture reserved to or 
conferred upon the Authority; 

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

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

(4) to provide for the issuance of any Additio~~al Bonds and to provide the terms of such 
Additional Bonds, subject to the conditions and upon compliancc with thc procedure set forth in the 
Indcnturc (which will bc deemcd not to adverscly affect Bondholders); 

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

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



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

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

(9)  to make any lnodification or amendment to the ~ndenture which will be effective 
upon the remarketing of Bonds following the mandatory tender of the Bonds pursuant to the 
Indenture. 

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

The Tix~stee may in its discretion, but will not be obligated to, enter into any such 
Supplemental lndcnture authorized by the Indenture which materially adversely affects the Trustee's 
own rights, duties or immunities under the Indenture or otherwise. In any event, the Trustee will 
obtain the Swap Provider's consent prior to entering into any Supplemental Indenture authorized by 
the Indenture which materially adversely affects the Swap Providers rights, duties, or immunities 
under the Indenture or otherwise. 

Effect of Supplemental Indenture. Upon the execution of any Supplemental Indenture 
pursuant to the Indenture, the Indenture will 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 Holders of Bonds Outstanding will thereafter be detcrmined, exercised and cnforccd 
under the Indenture subject in all respects to such modification and amendment, and all the terms and 
conditions of any such Supplemental Indenture will be deemed to be part of the terms and conditions 
of the Indcnture for any and all purposes. 

Defeasance 

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

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

(B) by depositing with the Trustee, in trust, at or before maturity, moneys or securities in 
the necessaly amount (as provided in the Indenture) to pay when due or redeem all Bonds then 
Outstanding and (i) the Bonds are in Fixed Rate Mode at the time moneys or Federal Securities are 
deposited, (ii) the deposit of Available Moneys and Federal Securities purchased with Available 
Moneys is sufficient to pay the Bonds at the Maximum Rate to the earlier of the first possible 
mandatory tender or redeinption date, or (iii) thc City will have received a Rating Confirmation 



Notice from each Rating Agcncy then rating such Bonds on any Bonds that will remain Outstanding 
following such redemption, or 

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

If the Authority will also pay or cause to be paid all other sums payable under the Indenture 
by the Authority and under any Related Obligations and all Swaps have been terminated and are no 
longer outstanding, then and in that case at the clection of the Authority (evidenced by a 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 Bonds will not have been surrendered 
for payment, the Indenture and the pledge of Revenues and other assets made under the Indenture 
and all covenants, agreements and other obligations of the Authority under the Indenture (except as 
otherwise provided in the Indenture) will cease, terminate become void and be completely discharged 
and satisfied. In such event, upon the request of the Authority, the T~ustee will cause an accounting 
for such period or periods as may be requested by the Authority to be prepared and filcd with the 
Authority and will execute and deliver to the Authority all such instruments as may be necessary to 
evidence such discharge and satisfaction and the Trustee will 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 Bonds not therctofore surrendered for such payment or 
redemption; provided that in all events moneys in the Rebate Fund will be subject to the provisions 
of the Indenture. 

In connection with any defeasance of any of the Bonds pursuant to this Article of the 
Indenture, the Bond Insurer, if any, and the Credit Facility Provider, if any will reccive (i) a 
Favorable Opinion of Bond Counsel and (ii) an escrow agreement and an Opinion of Counscl 
regarding the validity and enforceability of the cscrow agreement, such escrow agreement will 
provide that: (1) any substitution of securities will require a verification by an independent certified 
public accountant and the prior written consent of thc Bond Insurer, if any, and the Crcdit Facility 
Provider, if any; (2) the Authority will not exercise any optional redemption of the Bonds secured by 
the escrow agreement or any other redemption other than mandatory sinking fund redemptions unless 
(a) the right to make any such rcdcmption has bcen cxpressly reservcd in the cscrow agrcelnent and 
such rcscrvation has bcen disclosed in detail in the official statcmcnt for thc rcfunding obligations, 
and (b) as a condition of any such redemption there will be provided to the Bond Insurer, if any, and 
the Crcdit Facility Provider, if any a vcrification of an indcpcndcnt ccrtificd public accountant as to 
the sufficiency of kscrow receipts without rcinvcstment to meet the escrow ;equirements remaining 
following such redemption; and (3) thc Authority will not amcnd thc escrow agrccmcnt or enter into 
a forward purchase agreement or other agreement with respect to rights in the escrow without the 
prior written consent of the Bond Insurer, if any, and the Credit Facility Provider, if any. 

Notice of discharge of thc Indenture under the related provisions of thc lndenturc will be 
provided to the Rating Agencies by the Trustee. 

Discharne of Liability on Bonds. Upon the deposit with the Trustee, in trusj, at or before 
maturity, of money or securities in the necessary ainount (as provided in the Indenture) to pay or 
redeem any Outstanding Bond (whether upon or prior to its maturity or the redemption date of such 
Bond) and pay any amounts due and payable on any Swaps then Outstanding, provided that, if such 
Bond is to be redeemed prior to maturity (a) notice of such redemption will have been given as in the 
Indenture provided or provision satisfactory to the Trustee will have been made for the giving of 
such notice, and (b) the Trustee, the Bond Insurer, if any, and the Credit Facility Provider, if any, the 



Swap Provider and the Authority will have received (i) vcrification report prepared by independent 
certificd public accountants, or other verification agent (which may bc the Remarketing Agcnt) 
satisfactory to the Trustee and the Authority, to the effect that the payment of the principal of and 
premium, if any, and interest on such Bonds then Outstanding and any and all other amounts required 
to be paid under the provisions of this Bond Indenture has been provided for in the manner set forth 
in this Bond Indenture and the Swap Agreement, and (ii) an Opinion of Bond Counsel addressed and 
delivered to the Trustee and the Authority to the effect that so providing for the payment of such 
Bond will not adversely affect the exclusion of the interest on such Bond from gross income for 
federal income tax purposes, then all liability of the Authority in respect of such Bond will cease, 
teiminate and be completely discharged, except only that thereafter the Holder thereof will be 
entitled to payment of the principal of and interest on such Bond by the Authority, and the Authority 
will remain liablc for such payments, but only out of such money or securities deposited with the 
Trustcc as aforcsaid for thcir payment, sub-jcct, however, to the provisions of the Indenturc. 

Notwithstanding anything in the Indenturc to the contrary, if thc interest on or principal of the 
related Insured Bonds will have been paid by the related Bond Insurer, if any, and the Credit Facility 
Provider, if any pursuant to the related Bond Insurance Policy, the obligations of the Authority under 
the Indenture and under such Insured Bonds will not be deemed discharged or satisfied, such Insured 
Bonds will remain Outstanding for all the assignment and pledge contained in the Indenture and all 
obligations of the Authority under the Indenture will continue to exist and run to the benefit of such 
Bond Insurer, if any, and the Credit Facility Provider, if any, and such Bond Insurer, if any, and the ' 

Crcdit Facility Provider, if any will bc subrogated to thc rights of Holders of such lnsurcd Bonds 
including, without limitation, any rights that the Holdcrs of such Bonds may havc in respect of 
securities law violations arising from the offer and sale of such Insured Bonds. 

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 
necessaly amount to pay or redeem any Bonds, the money or securities to be so deposited or held 
may include money or securities held by the Trustee in the funds and accounts established pursuant 
to the lndenture (other than the Rebate Fund) and will be: 

(A) l a w f ~ ~ l  moncy of the Unitcd Statcs of America in an amount cqual to the principal 
amount of such Bonds and all unpaid interest thereon to maturity (based on an assumed interest rate 
equal to the Maximum Rate for periods for which the actual interest rate on the Bonds cannot be 
determined), except that, in the case of Bonds which are to be redeemed prior to maturity and in 
respect of which notice of such redemption will have been given as in the Indenture provided or 
provision satisfactory to the Trustee will have been made for the giving of such notice, the amount to 
be deposited or held will be the principal amount or Redemption Price of such Bonds and all unpaid 
interest thereon to the redemption date; or 

(B) Unitcd Statcs Government Obligations, thc principal of and intcrcsl on which whcn 
due (without any income from the reinvestment thereof) will provide money sufficient to pay the 
principal or Redemption Pric,c of and all unpaid intcrcst to maturity (based 011 an assumed intcrcst 
rate equal to the Maximum Rate for periods for which the actual intercst rate on the Bonds cannot be 
determined), or to the redemption date, as the case may be, on the Bonds to be paid or redeemed, as 
such principal or Redemption Price and interest become due; provided that, in the case of Bonds 
which are to be redeemed prior to the maturity thereof, notice of such redemption will have been 
given as in the Indenture provided or provision satisfactory to the Trustee will have been made for 
the giving of such notice; 



provided, in each case, that the Tlustee will have been irrevocably instructed (by the terms of the 
Indenture or by Request of the Authority) to apply such money to the payment of such principal or 
Redemption Price and interest with respect to such Bonds, and provided further, that with respect to 
the deposit of United States Government Obligations pursuant to the Indenture, the Trustee will have 
received (i) a verification report from a firm of indcpendent accountants or attorneys acceptable to 
thc Trustee to the effect that the amount dcposited is sufficient to make the payment specified thcrcin 
and (ii) a defeasance opinion addressed to the Bond Insurer, if any, and the Credit Facility Provider, 
if any. 

Payment of Bonds After Discharge of Indenturc. Notwithstanding any provisions of thc 
Indenture, any moneys held by the Trustee in trust for the payment of the principal of or premium, if 
any, or interest on, any Bonds and remaining unclaimed for three years (or, if shorter, one day before 
such moneys would escheat to the State of California under then applicablc California law) aftcr such 
principal or interest, as the case may be, has bccomc due and payable (whether at maturity or upon 
call for redemption or by acceleration as provided in the Indenture), if such moneys were so held at 
such date, or three years (or, if shorter, one day before such moneys would escheat to the State of 
California under then applicable California law) after the date of deposit of such moneys if deposited 
after said date when all of the Bonds became due and payable, will be repaid to the City free from the 
trusts created by the Indenture upon receipt of an indemnification agreement acceptable to the 
Authority and the Trustee indemnifying the Authority and the Trustee with respect to claims of 
Holders of Bonds which havc not yct becn paid and containing the agreement of thc City to rcmain 
liable for the amount so repaid to the City, and all liability of the Authority and the Trustee with 
respect to such moneys will thereupon cease; provided, however, that before the repayment of such 
moneys to the City as aforesaid, the Tl-ustee may (at the cost of the City) first mail to the Holders of 
Bonds which have not yet been paid, at the addresses shown on the registration books maintained by 
the Trustee, a notice, in such form as may be deemed appropriate by the Trustee with respect to the 
Bonds so payable and not presented and wit11 respect to the provisions relating to the repayment to 
the City of the moneys held for the payment thereof. 

Limited Liability of Authority 

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

THE LEASE AGREEMENT 

Commcncemcnt of Lease Term as to Project; Possession; Occupancy; 
Abatement. 

The term of the Lease Agreement will commence on the date of recordation of the Lease 
Agreement in the office of the County Recorder of Stanislaus County, State of California, or on 
August 28, 2008, whichever is earlier, and will end .on Septeinber 1, 2033, unless such term is 
extended or sooner terminated as provided in the Lease Agreement. If on such termination date, the 
Series of Bonds corresponding to the Base Rental Payments attributable to the Leased Property, or if 
applicable, the related Leased Unit, and all other amounts then'due under the Lease Agreement with 
respect to such Leascd Property or Leased Unit (as the case may be), including any Reserve Facility 



Costs and amounts due under any Related Obligations, will not be fully paid, or if the rental payable 
under the Lease Agreement with respect to such Leased Property or Leased Unit (as the case may be) 
will have been abated at any time and for any reason, then the term of the Lease Agreement with 
respect to such Leased Property or Leased Unit (as the case may be) will be extended until all Bonds 
and Related Obligations of such Scries corresponding to the Base Rental Payments attributable to 

. such Leased Propcrty or Lcased Unit (as the case may be) and all othcr amounts thcn due under the 
Lease Agreement with respect to such Leased Property or Leased Unit (as the case may be), 
including any Reserve Facility Costs and amounts due under any Related Obligations, will be fully 
paid, except that the term of the Lease Agreement as to such Leased Property or Leased Unit (as the 
case may be) will in no event be extended beyond ten (1 0) years after such date. If prior to such date, 
all Bonds of a Series corresponding to theBase Rental Payments attributable to the Leased Property, 
or if applicable, the related Leased Unit and all other amounts then due under the Lease Agree~nent 
with respect to such Leased Property or Leased Unit (as thc case may be), including any Reserve 
Facility Costs and amounts duc under any Related Obligations, will be fully paid, or provision 
therefor made, the term of the Lease Agreement with respect to such Leased Property or Leased Unit 
(as the case may be) will end tcn (10) days thereafter or upon writtcn notice by the City to thc 
Authority, whichever is earlier. 

Removal or Substitution of Leased Property. Pursuant to the Indenture, the City may remove 
or substitute real property as part of the Leased Property for purposes of the Lease Agreement, but 
only after the City will have filed with the Authority and the Trustee, with copies to each rating 
agency then providing a rating for the Bonds, all of the following: 

(i) Executed copies of the Lease Agreement or amendments thereto containing the 
amended description of thc Leased Property, including the legal description of the Leased Propcrty as 
modified if necessary; 

(ii) A Certificate of the City with copies of the Lease Agrcemcnt or a site lease, if 
needed, or amendments thereto containing the amended description of the Leased Property stating 
that such documents have been duly recorded in the official records of the County Recorder of 
Stanislaus County, State of California; 

(iii) A Certificate of the City cvidencing that the annual fair rental value of the Leased 
Property which will constitute the Leased Property after such removal or substitution will be at least 
equal to 100% of the maximum amount of Base Rental Payments for all Series of Bonds becoming 
due in the then current year ending August 14 through and including each year during which any 
Scrics of Bonds would be Outstanding or in any subsequent year ending August 14 through and 
including each year during which any Series of Bonds would be Outstanding; 

(iv) A Certificate of the City stating that, based upon review of such instruments, 
certificates or any other matters described in such Certificate of the City, the City has good 
merchantable title to the Lcased Property which will constitute the Leased Property after such 
substitution. The term "good merchantable title" means such title as is satisfactory and sufficient for 
the needs and operations of the City; 

(v) A Certificate of the City stating that such removal or substitution does not adversely 
affect the City's use and occupancy of the Leased Property; 



(vi) An Opinion of Counsel (as such term is defined in the Indenture) stating that such 
aniendment or modification (i) is authorized or permitted by the Constitution and laws of the State 
and the Indenture; (ii) complies with the terms of the Constitution and laws of the State and of this 
Indenture; (iii) will, upon the execution and delivery thereof, be valid and binding upon the Authority 
and the City; and (iv) will not cause the interest on thc Bonds to be includcd in gross income for 
federal income tax purposes; 

(vii) An ALTA Leasehold Title Insurance Policy meeting the requirements of the Lease 
Agreement; and 

(viii) Written Consent of the applicable Bond Insurer, Credit Facility Provider, or Liquidity 
Facility Provider. 

Base Rental Pavments. The City agrees to pay to the Authority, as Base Rental Payments for 
the use and occupancy of each Leased Unit of the Leased Property (subject to the provisions of the 
Lcasc Agrcemcnt) annual rental payments, in accordance with the Base Rcntal Payment Schcdulc 
attached to the Lease Agreement. Base Rcntal Paymcnts will be calculated on an annual basis, for 
the twelve-month periods commencing on August 15 and ending on August 14, except that the first 
Rental Payment Period will commence on the date of recordation of the Lease Agreement or a 
memorandum thereof in the office of the County Recorder of the County of Stanislaus, State of 
California and will end on August 14, 2009. Thereafter, Base Rental Payments will be made in 
twelve (12) monthly installments, payable on the fifteenth (15th) day of each calendar month (each, 
together with the prior referenced semi-annual payment dates a Base Rental Paynlent Date). Base 
Rental Payments for each annual period will be based upon the estimated Based Rental Paymcnts as 
sct forth in the Base Rental Payment Schedule, provided that in the event that the amount required by 
the Authority to pay thc principal of and interest on the Bonds and any Related Obligations varies 
from such Base Rental Pay~ncnt Schcdule, the City will bc obligated to increase the payment in any 
Rental Paymcnt Period to an amount equal to the Maximum Annual Base Rental Payment payable in 
such period as set forth in such Base Rental Payment Schedule, plus any Deferred Rental as 
described in the Lease Agreement; and provided further that to the extent the Authority has received 
revenues available to pay debt service on the Bonds and any amounts due with respect to the Related 
Obligations and the Authority has diposited such revenues with the Trustee by the business day 
preceding the fifteenth (1 5th) day of any month in which a Base Rental Payment is due, the City will 
receive a credit to the extent of such revenues on the installment of the Base Rental Paymcnt for said 
month. 

For the purpose of calculating the amount of Base Rental Payments rclating to additional 
Series of Bonds and Related Obligations bearing interest at a variable rate, the Authority will assume 
an interest rate of twelve percent (12%) per annuln or such lower rate as will be agreed to by the City 
and Authority and evidenced in a schedule attached to the Lease Agreement. If a Series of Bonds are 
in the Fixed Rate Mode or are converted to the Fixed Rate Mode, the Base Rental Payments may be 
made on a semiannual basis pursuant to a schedule prepared by the Authority and agreed to by the 
City. 

Each annual payment of Base Rental Payments (to be payable in installments as aforesaid) 
will be for the use of the Leased Property. 

If the term of the Lease Agreement will have been extended pursuant to the Lease 
Agrecmcnt, Base Rental Paylnent installmcnts will continue to be due on the fifteenth (15th) day of 



each calendar month in each year, and payable prior thcreto as described in the Lease Agreement, 
continuing to and including the date of termination of the Lease Agreerncnt. Upon such extension of 
the Lease Agreement, the City will deliver to the Trustee a Certificate setting forth the extended 
rental payment schedule, which schedule will establish the Base Rental Payments at Maximum 
Annual Base Rental Payment or such lesser amount sufficient to pay all unpaid principal and interest 
on any Series of Bonds and Related Obligations plus interest and to pay any Reserve Facility Costs. 

The City and the Authority agree that on each day on which Base Rental Payments are 
payable during the term of the lease of the Leased Property, there will be applied as a credit against 
the Base Rental Payments payable on such date for the Leased Property the amounts by which such 
Base Rental Payments for thc Leased Property when added to the funds held pursuant to the 
Indenture (other than the Reserve Fund) and available to pay debt service on the Bonds and any 
Related Obligations exceeds such payment obligations due and payable on or before the fifteenth day 
of the immediately succeeding month. 

Additional Pavments. T11c City will also pay such amounts (called the Additional Payments 
in the Lease Agreement) as will be required by the Authority for the payment of all costs and 
expenses incurred by the Authority in connection with the execution, performance or enforcement of 
the Lease Agreement or any pledge of Base Rental Payments payable under the Lease Agreement, 
the Indenture, the Reserve Facility, its interest and the lease of the Leased Property to the City, 
including but not limited to payment of all fees, costs and expenses and all administrative costs of the 
Authority related to the Bonds, the Related 'Obligations, the Leased Property and the Project, 
including, without limiting the generality of the foregoing, salaries and wages of employees, all 
expenscs, compensation and indemnification of the Trustee payable by thc Authority under the 
Indenture, fccs and expcnses of thc Credit Facility Provider, including without limitation all fees 
payable pursuant to the Credit Facility Reimbursement Agreemcnt, fces of auditors, accountants, 
auction agents, broker-dealers or attorneys, and fees and expenscs payable to any applicable Bond 
Insurer, Credit Facility Provider or Liquidity Facility Provider, and all other necessary administrative 
costs of the Authority or charges required to be paid by it in order to maintain its existence or to 
colnply with the terms of the Bonds or of the Indenture; but not including in Additional Payments 
amounts requircd to pay the principal of or interest on the Bonds or the portion of the Reserve 
Facility Costs related thereto or payments on Related Obligations or the payment of any Regular 
Swap Payments or Extraordinary Swap Payments. 

Such Additional Paylllents will be billed to the City by the Authority or the Trustee fi-om time 
to time, together with a statement certifying that the amount billed has been paid by the Authority or 
by the Trustee on behalf of the Authority, for one or more of the items above described, or that such 
amount is then payable by the Authority or the Tiustee for such items. Amounts so billed will be paid 
by the City to the billing party within 30 days after reccipt of thc bill by the City. The City reserves 
the right to audit billings for Additional Payments although excrcisc of such right will in no way 
affect the duty of the City to make full and timely payment for all Additional Payments. 

The' Authority has issued and nlay in the future issue bonds and has entered into and may in 
the future enter into leases to finance facilities other than the Leased Property and the Project. The 
administrative costs of the Authority will be allocated among said facilities and the Leased Property, 
as described in this paragraph provided. The fees of the Trustee under the Indenture, and any other 
expcnses directly attributable to the Leased Property will be included in the Additional Payments 
payablc under the Leasc Agrccmcnt. The fccs of any lrustce or paying agcnt under any indcnturc 
securing any additional Series of Bonds of the Authority, and any other expenses directly attributable 



to any facilities other than the Leased Property, will not be included in the adininistrative costs of the 
Lcascd Property and will not be paid from thc Additional Paymcnts payable under the Lcasc 
Agreement. Any expenses of the Authority not directly attributable to any particular leased property 
or project of the Authority will be.equitably allocated among all such leased property or projects, 
including the Project, in accordance with sound accounting practice. In the event of any question or 
dispute as to such allocation, the written opinion of an independent firm of certified public 
accountants, employed by the Authority to consider the question and render an opinion thereon, will 
be a final and conclusive detennination as to such allocation. The Trustee may conclusively rely 
upon the Written Request of the Authority, with the approval of a duly authorized representative of 
the City, endorsed thereon, in making any dcteimination that costs arc payablc as Additional 
Payments under the Lease Agreement, and will not be required to make any investigation as to 
whether or not the items so requested to be paid arc cxpenses of operation of the Leased Property. 

Payment Provisions; Deferred Rental. At the request of the City, the Authority is issuing the 
Series 2008 Bonds as variable rate bonds, and entering into an interest rate swap transaction in an 
effort to provide a lower cost to the City for the lease of the Leased Propel-ty. It is contemplated by 
the parties to the Lease Agreement that the amount of Base Rental Payments to be payable by the 
City to the Authority during each Rental Payment Period will be equal to the estimatcd Basc Rental 
Payments shown in the Rase Rental Payment Schedule. Jn the event that the amount needed in such 
Rental Payment Period by the Authority to pay the principal of and interest on the Bonds and any 
Related Obligations is more than the Estimatcd Base Rental Payments for such Rental Payment . 
Period, the City will be obligated to pay up to t h i ~ a x i m u m  Annual Base Rental Payment for such 
Rental Payment Period. Ful-ther, the City agrees that if in any year the Maximum Annual Base 
Rental Payment exceeds the amount nceded by the Authority to pay the principal of and interest on 
the Bonds and any Related Obligations coming due on or before September 1 following the end of 
such Rental Payment Period, the excess amount may be deferred by the Authority, at its sole option, 
on such terms and conditions as it will determine are necessary to protect the interests of the owners 
of the Bonds and the Providers of any Related Obligations, and thereupon such excess amount (the 
Deferred Rental) need not be paid by the City to the Authority at that timc, but instead will be 
deferred until such subsequent time as the Authority will have need for such payment; provided that 
the Deferred Rental will not cause the Maximum Annual Base Rental Payment in any Rental 
Payment Period to exceed 150% of the Estimated Base Rental Payment for such Rental Payment 
Period as shown in the Base Rental Payment Schedule. 

Each installment of Base Rental Payments and Additional Payments payable under the Lease 
Agreement will be paid in lawful money of the United States of America to or upon the order of the 
Authority at the corporate trust office of the Trustee, or such other placc as thc Authority will 
dcsignatc. Any such installmellt of rental accruing undcr the Lease Agrecmcnt which will not be paid 
when due and payablc under the terms of the Lease Agreement will bear interest at thc rate of twelve 
percent (12%) per annum, or such lesser rate of interest as may be permitted by law, from the date 
when the same is due under the Lease Agreement until the same will be paid. Notwithstanding any 
dispute between the A~thority and the City, the City will make all Base Rental Payments and 
Additional Payments when due without deduction or offset of any kind and will not withhold any 
Base Rental Payments or Additional Payments pending the final resol~~tion of such dispute. In the 
y e n t  of a determination that the City was not liable for said Basc Rcntal Payments or Additional 
Payments or any portion thereof, said payments or excess of payments, as the case may be, will be 
credited against subsequent Base Rental Payments or Additional Payments due under the Lease 
Agreement or refunded at the time of such determination. Amounts required to be deposited by the 



City with the Trustee pursuant to the Lease Agreement on any date will bc rcduced to the extent of 
amounts on deposit in the Revenue Fund and available therefor. 

A11 payments received will be applied first to the Base Rental Payments due under the Lease 
Agreement and thereafter to all Additional Payments due under the Lease Agreement, but no such 
application of any payments which are less than the total rental due and owing will be deemed a 
waivcr of any default undcr the Lcasc Agrccmcnt. 

Nothing contained in the Lease Agreement will prevent the City fiom making from time to 
time contributions or advances to the Authority for any purpose now or hereafter authorized by law, 
including the making of repairs to, or the restoration of, the Leased Property in the event of damage 
to or the destruction of the Leased Property. 

Appropriations Covenant. The City covenants to take such action as lnay be necessary to 
include all estimated Base Rental Payments and Additional Payments due under the Lease 
Agreement in its annual budgets, and to make necessary annual appropriations for such payments, 
and for such additional amounts as required below. The City will deliver to the Authority and the 
Trustee within ninety (90) days of adoption of the City budget copies of the portion of each annual 
City budget rclating to the paymcnt of esti~nated Base Rental Payments and Additional Paymcnts 
undcr thc Lcasc Agrccmcnt as so calculatcd. If  in any fiscal ycar, the amount initially budgeted is 
insufficient to pay actual Debt Service on the Bonds and payments with respect to Related 
Obligations, the City will, by supplemental budget in such fiscal year, appropriate and pay such 
additional amounts until the total amount appropriated for Base Rental Payments equals Maximum 
Annual Base Rental Payments for such year as provided in the Base Rental Payment Schedule. The 
covenants on the part of the City contained in the Lease Agreement will be deemed to be and will be 
construed to be duties imposed by law and it will bc 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. 

The Authority and the City understand and intend that the obligation of the City to pay Rase 
Rcntal Payments and Additional Payments under the Lease Agrecment will constih~te a current 
expense of the City and will not in any way be construed to bc a debt of thc City in contravention of 
any applicable constitutional or statutory limitation or requirement concerning the creation of 
indebtedness by the City, nor will anything contained in the Lease Agrecment constitute a pledge of 
the gencral tax revenues, funds or moneys of the City. Base Rental Payments and Additional 
Payments due under the Lease Agreement will be payable only from current funds which are 
budgeted and appropriated or otherwise legally available for the purpose of paying Base Rental 
Pay~nents and Additional Payments or other payments due under the Lease Agreement as 
consideration for use of the Leased Property. The Lease Agreement will not create an immediate 
indebtedness for any aggregate payments which may become duc under the Lease Agreement in the ' 

event that the term of the Lease Agreement is continued. The City has not pledged the full faith and 
credit of the City, the State of California or any agency or department thcrcof to the payinent of the 
Basc Rental Payments and Additional Payrncnts or any other payments due undcr the Lease 
Agreement. 

Rental Abatement. The Base Rental Payments and Additional Payments will be abated 
proportionately during any period in which by reason of any damage or destruction (other than by 
condemnation, which is provided for in the Lease Agreement, or planned demolition as part of thc 



Project) there is substantial interference with the use and occupancy of the Leascd Property by the 
City, in the proportion in which the initial cost of that portion of the Leased Property rendered 
unusable bears to the initial cost of the whole of the Leased Property. Such abatement will continue 
for the period commencing with such damage or destruction and ending with the substantial 
completion of the work of repair or reconstruction. In the event of any such damage or destruction, 
the Lease Agreement will continue in full force and effect and the City waives the benefits of 
California Civil Code Section 1932(2) and 1933(4) and of Title 11 of the United States Code, 
Section 365(11) and any and all other rights to terminate the Lease Agreement by virtue of any such 
damage or destruction. 

Notwithstanding the foregoing, such abatement will not result to the extent of moneys held 
by the Trustee under the Indenture (including, particularly, without limitation, the Reserve Fund, 
Principal Account and Interest Account), or to the extent such Base Rental Payments are made from 
proceeds of insurance and rental interruption insurance as providcd in the Lease Agrcemcnt. 

Use of Bond Procccds. Thc parties to the Lease Agrecmcnt agrce that the procceds of lhc 
Series 2008 Bonds, together with amounts provided with respect to the Prior Bonds, will be used to 
finance thc Series 2008 Project, to establish thc Reserve Fund with respect to the Series 2008 Bonds, 
and to pay thc costs of issuing thc Scrics 2008 Bonds and incidental and rclatcd expenses. Thc City 
agrees to act as agent of the Authority and use the proceeds to implement the Series 2008 Project I 

with due diligence. 

Maintenance and Utilities. During such time as the City is in possession of the Leased 
Property, all maintenance and repair, both ordinary and extraordinary, of the Leased Property will be 
the responsibility of the City, which will at all times maintain or otherwise arrange for the 
maintenance of the Leascd Property in first class condition, and the City will pay for or otherwise 
arrange for the payment of all utility services supplied to the Leased Property, and will pay for or 
otherwise arrange for payment of the cost of the repair and replacement of the Leased Property 
resulting from ordinary wear and tear or want of care on the part of the City or any assignee or 
sublessee thereof or any other cause and will pay for or otherwise arrange for the payment of all 
insurance policies required to be maintained with respect to the Leased Property. In exchange for the 
rental provided in the Lease Agreement, the Authority agrees to provide only the Leased Property. 

Changes to the Leased Provestv. Subject to the Lease Agreement, the City, at its own 
expense, will have the right to remodel the Leased Property or to make additions, modifications and 
improvements to the Leased Property. All such additions, modifications and improvements will 
thereafter comprisc part of the Leased Property and be subject to the provisions of the Lease 
Agreement. Such additions, modifications and improvements will not damage the Leased Property or 
cause them to be used for purposes other than those authorized under the provisions of state and 
federal law; and the Leased Property, upon completion of ,any additions, modifications and 
improvements made pursuant to thc Leasc Agreement, will be of a value which is at lcast equal to the 
value of the Leased Property immediately prior to the making of such additions, modifications and 
improvements. 

installation of City's Eauinmcnt. The City and any sublessce may at any timc and fiom timc 
to time, in its sole discretion and at its own expense, install or permit to be installed other items of 
equipment or other personal property in or upon the Leased Property. All such items will remain the 
sole property of such party, in which neither thc Authority nor the Trustee will have any interest, and 
may be modified or removed by, such party at any time provided that such party will rcpair and 



restore any and all damage to the Leased Property resulting from the installation, modification or 
rcmoval of any such items. Nothing in the Leasc Agreement shall prcvcnt the City from purchasing 
iterns to be installed pursuant to the Lease Agreement under a conditional sale or lease purchase 
contract, or subject to a vendor's lien or security agreement as security for the unpaid portion of the 
purchase price thereof, provided that no such lien or security interest will attach to any part of the 
Leased Property. 

Fire and Extended Coverage Insurance. The City will procure or cause to de procured and 
maintain or cause to be maintained, throughout the term of the Lease Agreement, insurance against 
loss or damage to any structures constituting any part of the Leased Property by fire and lightning, 
with extended coverage insurancc, vandalism and malicious inischief insurance and sprinkler system 
leakage insurance. Said extended coverage insurance will, as nearly as practicable, cover loss or 
damage by explosion, windsto~in, riot, aircraft, vchiclc damage, smokc and such othcr hazards as are 
normally dovcred by such insurance. Such insurancc will be in an amount cqual to thc rcplaccmcnt 
cost (without deduction for depreciation) of all structures constituting any part of the Leased 
Property, excluding the cost of excavations, of grading and filling, and of the land (except that such 
insurance may be subject to deductible clauses for any one loss of not to exceed $500,000 or 
comparable amount adjusted for inflation), or, in the alternative, will be in an amount and in a form 
sufficient (together with moneys held under the Indenture), in the event of total or partial loss, to 
enable all outstanding Bonds to be redeemed. 

In the cvcnt of any damage to or dcstruction of any part of the Leased Property, caused by thc 
pcrils covered by such insurance, thc Authority, except as provided in the Lcase Agrcemcnt, will 
cause thc proceeds of such insurance to be utilized for thc repair, reconstruction or replacelnent of thc 
damaged or destroyed portion of the Leased Property, and the T~ustee will hold said proceeds 
separate and apart from all other funds, in a special fund to be designated the Insurance and 
Condemnation Fund, to the end that such proceeds will be applied to the repair, rcconstruction or 
replacement of the Leased Property to at least the same good order, repair and condition as they were 
in prior to the damage or destruction, insofar as the same may be accomplished by the use of said 
proceeds. The Trustee will permit withdrawals of said proceeds from time to time upon receiving the 
Writtcn Request of the Authority, stating that the Authority has expended moneys or incurrcd 
liabilities in an amount equal to the amount therein requested to be paid over to it for the purpose of 
repair, reconstruction or replacement, and specifying the items for which such moneys were 
expended, or such liabilities were incurred. Any balance of said proceeds not required for such 
repair, reconstruction or replacement will be treated by the Trustec as Base Rental Payments and 
applied in the manner provided by the Indenture. Alternatively, the Authority, at its option, with the 
written consent of the City, and if the proceeds of such insurance together with any other moneys 
then available for the purpose are at least sufficient to redeem an aggregate principal amount of 
outstanding Bonds, equal to the amount of Base Rental Payment attributable to the portion of the 
Leased Property so destroyed or damaged (determined by reference to the propoi-tion which the cost 
of such portion of the Leascd Property bears to the cost of the Leased Property), may elect not to 
rcpair, reconstruct or rcplacc thc damaged or dcstroycd portion of thc Lcascd Property and thereupon 
will cause said proceeds to be uscd for the redemption of outstanding Bonds pursuant to the 
Indenture. 

As an alternative to providing the insurance required by the first paragraph above, or any 
portion thereof, the City may provide a self insurancc method or plan of protection if and to the 
extent such self insurance method or plan of protection will afford reasonable coverage for the risks 
required to be insured against, in light of all circumstances, giving consideration to cost, availability 



and similar plans or mcthods of protection adopted by public entities in the State of California other 
than the City. So long as such method or plan is being provided to satisfy the rcquiremcnts of thc 
Lease Agreement, there will be filed annually with the Trustee a statement of an actuary, an 
Insurance Consultant or other qualified person (which may be the Risk Manager of the City), stating 
that, in the opinion of the signer, the substitute method or plan of protection is in accordance with the 
requirements of the Lease Agreemcnt and, when effective, would afford reasonable coverage for the 
risks required to be insured against. There will also be filed a Certificate of the City setting forth the 
details of such substitute method or plan. In the event of loss covered by any such self insurance 
method, the liability of the City under the Lease Agreement will be limited to the amounts in the self 
insurance reservc fund or funds created under such method. 

Rental Interruption or Use and Occupancy Insurance. The City will procure or cause to be 
procured and nlaintain or cause to be maintained, rental interruption or LISC and occupancy insurance 
to cover loss, total or partial, of the rental income from or the use of the Leased Property as the result 
of any of the hazards covered by the insurance required by the Lease Agreement, in an amount 
sufficient to pay the part of the total rent under the Lease Agreement attributable to the portion of the 
Leased Property rendered unusable (determined by reference to tlie proportion which the cost of such 
portion bears to the cost of the Leased Property) for a period of at least two years, except that sucli 
insurance may be subject to a deductible clause of not to exceed two hundred fifty thousand dollars 
($250,000) or a comparable amount adjusted for inflation. Any proceeds of sucli insurance will be 
used by the Ti-ustee to reimburse to the City any rental theretofore paid by the City under the Leasc 
Agreement attributable to such structure for a period of time during which the payment of rental 
under the Lease Agreement is abated, and any proceeds of sucli insurance not so used will be applied 
as provided in the Leasc'Agreement (to the extent required for the payment of Base Rcntal Payments 
and to the extent required for the payment of Additional Payments) and any remainder will be treated 
as Revenue under the Indenture. 

Events of Default. Each of the following will be an event of default under the Lease 
Agreement and the terms events of default and default means, whenever they are used in the Lease 
Agreement, any one or more of the following events: 

(a) failure by the City to pay any Base Rental Payment or Additional Payments 
payable under the Lease Agreement when the same becomes due, time being expressly declared to be 
of the essence of the Lease Agreement; 

(b) failurc by the City to observe and perform any covenant, condition or 
agrcemcnt on its part to bc observcd or performed in the Lease Agrccmcnt or in any Facilities Lcasc, 
other than as referred to in clause (a) of this Section, 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, the Trustee or the Owners of not less than twenty five percent (25%) in aggregate 
principal amount of Bonds then outstanding; provided, however, if the failure stated in the notice 
cannot be corrected within the applicable period, the Authority, the Trustee and such Owners will not 
unreasonably withhold their consent to an extension of such time if corrective action is institutcd by 
the City within the applicable period and diligently pursued until the default is corrected; or 

(c) Tlie filing by the City of a voluntary petition in bankruptcy, or failure by the 
City promptly to lift any execution, garnishment or attachment, or the filing of an involuntary 
petition in bank,mptcy against tlie City which petition will not have been withdrawn within sixty (60) 
days, or assignment by the City for the benefit of creditors, or the entry by the City into an agreement 



of composition with creditors, or the approval by a court of competent jurisdiction of a petition 
applicable to the City in any proceedings instituted under the provisions of the federal bankruptcy 
law or under any similar acts which may hereafter be enacted. 

Remedies on Default. Whenever any event of default referred to in the preceding Section 
will have happened and be continuing, it will 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 in the Lease Agreement or in the Indenture to the contrary, there will 
be no right under any circumstances to accelerate the Leasc Paynlents or otherwise declare any Leasc 
Payments not then in default to be immediately due and payable. Subject to the receipt of the 
opinions set forth in subparagraph (c) below, after the occulrence of an event of default under the 
Lease Agreement, the City will surrender possession of the Leased Property to the Authority, if 
requested to do so by the Authority, or by the Tlustee or the Owners in accordance with the 
provisions of the Indenture. 

(a) No Telmination: Repossession and Re-Lease on Behalf of City. In the event 
the Authority does not elect to terminate the Lease Agreement in the manner provided for in the 
Lease Agreement, the Authority, to the extent pcrmittcd by law (subjcct to the receipt of the opinions 
set forth in subparagraph (c) below) may, with the consent of the City, which conscnt is irrevocably 
given, repossess the Leased Property and re-lease it for the account of the City, in which event the 
City's obligation will accrue from year to year in accordance with the Lease Agreement and the City 
will continue to receive the value of the use of the Leased Property from year to year in the form of 
credits against its obligation to pay Base Rental Payments. The obligations of the City will rcmain 
the same as prior to such default, to pay Base Rcntal Payments whether the Authority re enters or 
not. The City agrees to and will remain liable for the payment of all Base Rental Payments and the 
performance of all conditions contained in the Lease Agreement and will reimburse the Authority for 
any deficiency arising out of the re-leasing of the Leased Property, or, in the event the Authority is 
unable to re-lease the Leased Property, then for the full amount of all Base Rental Payments to the 
end of the Term of the Lease Agreement, but said Base Rental Payments and/or deficiency will be 
payable only at the same time and in the same manner as provided above for the payment of Base 
Rental Payments under the Lease Agreement, notwithstanding such repossession by the Authority or 
any suit, brought by the Authority for the purpose of effecting such repossession of the Leased 
Property or the exercise of any other remedy by the Authority. 

The City irrevocably appoints the Authority as the agent and attorney in fact of the City to 
repossess and re-lease the Leased Property, subject to the receipt of the opinions set forth in 
subparagraph (e) below, 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 Leased Property, to place such property in storage or other suitable 
place in the County in which the City is located, for the account of and at the expense of the City, and 
the City exempts and agrees to save harniless the Authority from any costs, loss or damage 
whatsoever arising or occasioncd by any such repossession and rc-leasing of the Lcased Property. 
The City waives any and all claims for damage caused or which may be caused by the Authority in 
repossessing the Leased Property as provided in the Lease Agreement and all claims for damages that 
may result from the destruction of or the injury to the Leased Property and all claims for damages to 
or loss of any prpperty belonging to the City that may be in or upon the Leased Property. 

(b) Repossession Without Effecting Surrender. 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 



Leased Property in the event of such repossession without effecting a surrender of the Lcase 
Agrecment (subject in such evcnt to the rcceipt by the Authority of thc opinions sct forth in 
subparagraph (e) below), and further agrees that no acts of the Authority in effecting such re-leasing 
will 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 rc-lcasing, or othcnvise, but that, on the 
contrary, in the event of such dcfault by the City the right to terminate the Lease Agrecmcnt will vest 
in the Authority to be effected in the sole and exclusive manner provided for in subparagraph below. 
The City further waives the right to any rental obtained by the Authority in excess of the Base Rental 
Paymeilts and, to the extent permitted by law, conveys and releases such excess to the Authority as 
compensation to the Authority for its services in re-leasing the Lcascd Property. 

(c) Termination: Repossession and Re-Lease. Tn the event of the termination of 
the Lease Agreemcnt by the Authority at its option and in thc manner provided in thc Lcase 
Agrecmcnt on account of dcfault by thc City (and notwithstanding any rcposscssion of the Leased 
Propcrty by the Authority in any manner whatsoever or thc re-leasing of the Lcascd Propcrty in 
accordance with the terms of the Lease Agreement), the City nevertheless agrees to pay to the 
Authority all costs, losses or damages howsoever arising or occurring payable at the samc time and in 
the samc manner as is provided in the Lcase Agreement in the case of payment of Base Rcntal 
Payments. Any proceeds of the re-lease or other disposition of the Leased Property by the Authority 
will be delivered to the Trustee for deposit first into the Interest Payment Account, and to the extent 
such account is hndcd to the extent then required under the Indenture, in the Principal Payment 
Account and will be applicd in accordance with the provisions of the Indenturc. Neither notice to 
pay rent or to dclivcr up posscssion of the Leased Property given pursuant to law nor any proceeding 
taken by the Authority to rccovcr possession of the Leased Property will of itself operate to terminate 
the Lease Agreement, and no termination of the Lease Agreement on account of default by the City 
will be or become effective by operation of law, or otherwise, unless and until thc Authority will 
have obtained the opinions set forth in subparagraph (e) below and given written notice to the City of 
the election on the part of the Authority to terminate the Lease Agreement. The City covenants and 
agrees that no sun-cndcr of thc Lcascd Property for the remaindcr of the Tenn of the Lcasc 
Agreemcnt or any tcrmination of the Lcasc Agreement will be valid in any manner or for any 
purpose whatsoever unless stated or accepted by the Authority by such written notice. No such 
termination will be effected either by operation of law or act of the parties to the Lcasc Agrecment, 
except only in the manner expressly provided in the Lease Agreement. 

The Authority and City agree that Section 1951.2 of the California Civil Code will apply to 
the Lease Agreement and that upon such terniination, the Authority may recover, in addition to all 
othcr dalnagcs available by contract or at law, from the City: (i) the wort11 at the time of award of the 
unpaid rental which had been earned at the time of termination; (ii) the worth at the timc of award of 
the amount by which the unpaid rental which would have bcen earned aftcr tcrmination until the timc 
of award exceeds the amount of such rental loss that the City proves could have been reasonably 
avoidcd; (iii) the worth at' the timc of award of thc amount by which the unpaid rental for the balance 
of the term aftcr the time of the award exceeds the amount of such rental loss that thc City proves 
could have been reasonably avoided; and (iv) any other amount necessary to compensate the 
Authority for all the detriment proximately caused by the City's failure to perform its obligations 
under the Lease Agrecmcnt or which in the ordinary course of things would be likcly to result 
therefrom. The worth at the timc of award of the amounts referred to in clauses (i), (ii) and 
(iii) above is computed by allowing interest at the legal rate of interest per annum at which judgnients 
for money in the State of California bear interest. 



(d) Exceptions: City-County Administration Building, Parking Garage and 
Con~inunications Center. Notwithstanding the foregoing, the Authority, or the Trustee acting on 
behalf of the Authority, will have no right to repossess or reenter the Leased Unit comprising the 
City-County Administration Building until the Authority, or the Trustee acting on behalf of the 
Authority, has first offered to the County in writing notice that the County is entitled to assume the 
City's obligations under the Lease Agreement with respect to the City-County Administration 
Building, including but not limited to the obligation of the City to pay Base Rental Payments with 
respect thereto. The County will respond in writing to the Authority, or the Trustee, as applicable, no 
later than 30 days following the receipt of such notice. In the event the County determines not to 
assume City's obligations under the Lcase Agreement with respect to the City-County 
Administration Building, the Authority or the Trustee, as applicable, may thereupon proceed to 
repossess or reenter such facility or pursue any other remedy provided in the Lease Agreement. The 
parties to the Lease Agreement acknowlcdge that the provisions set forth in this paragraph arc 
intcndcd to permit the County to protect its intcrcsts in and to the City-County Administration 
Building and as such the parties to the Lease Agreement acknowledge that the County is a third-party 
beneficialy of this Agreement insofar as the County would be entitled to assume the City's 
obligations with respect to the City-County Administration Building. 

Notwithstanding the foregoing, 'in accordance with the Master Agreement the Financing 
Agency will be entitled, upon the occurrence of an Event of Default under the Lease Agreement and 
a decision by the Trustee to terminate the Lease Agreement in accordance with the Lease Agreement, 
to cxercisc its right of first refusal with respect to the purchase of the Parking Garagc, and thc 
Authority, or the Trustee acting on behalf of the Authority, will cause to be delivered to the 
Financing Agency notice of the occurrence of an Event of Default under the Lease Agreement. The 
purchase price for the Parking Garage will be the principal amount of the Base Rental Payments due 
and owing with respect to the Parking Garage, together with interest due on said principal amounts to 
the date such purchase is exercised. The Financing Agency will within 30 days of the receipt of said 
notice respond to the Authority, or the Trustee acting on behalf of the Ai~thority, whether the 
Financing Agency intends to purchase the Parking Garage. If the Financing Authority elects to 
purchase the Parking Garage, the proceeds of sale will be delivered to the Trustee and applied first to 
delinquent Lease Payments and then to Lease Payments as they come due. In the event the 
Financing Agency determines not to exercise its right to purchase the Parking Garage, the Authority 
or the Trustee, as applicable, may thereupon proceed to exercise its remedies as provided in the 
Lease Agreement. The parties to the Lease Agreement acknowlcdge that the provisions set forth in 
this paragraph are intended to permit the Financing Agency to protect its interests in and to the 
Parking Garage and as such the parties to the Lease Agreement acknowledge that the Financing 
Agency is a third-party beneficiary of the Lease Agreement insofar as the Financing Agency would 
be entitled to exercise the right of first refusal with respect to the purchase of the Parking Garage 
from the Authority, or the Trustee acting on behalf of the Authority. 

In the event the County or the Financing Agency, as the case may be, determines to exercise 
their respective rights as set forth above, the applicable Bond Insurer, Credit Facility Provider or 
Liquidity Facility Provider will be immediately notified; provided however, that no action by the 
County or the Financing Agency to exercise any rights under the Lease Agreement will limit the 
rights and remedies of the applicable Bond Insurer, Credit Facility Provider or Liquidity Facility 
Provider under the Lease Agreement. 

In addition, the Authority, or the Trustee acting on behalf of the Authority, will have no right 
to repossess or reenter Communications Dispatch Center, the sole remedy of the Authority or the 



Trustee, as applicable, being to seek payment of Base Rental Payments therefor as and when the 
same become duc. 

(e) Opinion of Bond Counsel. The repossession and/or re-leasing of tlie Leased 
Property, or the termination of the Lease Agreement as provided in subparagraph (b) above, will be 
subject to the written consent of the Authority (which consent will not be unreasonably withheld) and 
thc opinion of Bond Counsel addressed to the Authority that such repossession andlor re-lcasing, or 
termination of the Lease, as applicable, will not adversely affect the exclusion of interest on the 
Bonds fiom gross inco~ne for federal income tax purposes and the exemption of interest on thc Bonds 
from State of California pcrsonal incomc taxes; providcd however, thc Tl-ustee will not be required to 
obtain such opinions provided it has received the conscnt of a majority in aggregate principal amount 
of Bonds outstanding. 

No Remedy Exclusive. No remedy conferred in the Lease Agreement upon or reserved to the 
Ai~tl~ority is intended to be exclusive and every such remedy will be cumulative and will be in 
addition to every other remedy given under thc Leasc Agreement or now or hereafter existing at law 
or in equity. Without limiting the generality of the foregoing, the Authority may bring an action or 
suit in equity (i) to require the City and its trustees, officers and employees to account as trustee of an 
express trust, (ii) to enjoin any acts or things which may be unlawful or in violation of the rights of 
the Authority, or (iii) by mandamus to enforce the Authority's rights against the City (and its officers 
and employees) and to compel the City to perform and carry out its duties and obligations under the 
law and its covenants and agreements with the Authority as provided in the Leasc Agreement. No 
delay or omission to cxcrcise any right or powcr accruing upon any default will impair any such right 
or power or will be construcd to bc a waiver thcrcof, but any such right and powcr may bc excrciscd 
from time to time and as often as may be dcemcd expcdicnt. In order to cntitlc the Authority to 
exercise any remedy reservcd to it in the Lease Agreement it will not be necessary to give any notice, 
other than such notice as may be required in the Lease Agreement or by law. 

Application of the Proceeds from the Re-Lease of the Leased Propertv. All amounts received 
by the Authority under the Lease Agreement will be credited towards the Base Rental Payments in 
order of Lease Payment Date. 

Eminent Domain. If the whole of the Leased Property or so much thereof as to render the 
remainder unusable for the purposes for which it was used by the City will be taken under the power 
of eminent domain, the tenn of the Lease Agreement will cease as of the day that possession will be 
so taken. If less than the whole of the Leased Propcrty will be taken under the power of eminent 
domain and the remainder of the Leased Units is usable for thc purposes for which it was uscd by tlie 
City at the time of such taking, then the Lease Agreement will continue in full force and effect as to 
such remainder, a~ ld  the parties waive the benefits of any law to the contrary, and in such cvent there 
will bc a partial abatemcnt of thc Basc Rcntal ~ a ~ m c n t s  due under the Lcasc Agrecmcnt in an 
amount cquivalcnt to the amount by which tlic annual payments of principal and intercst on thc 
Outstanding Bonds will be reduced by the application of the award in eminent domain to the 
redemption of outstanding Bonds. So long as any of the Bonds will be outstanding, any award made 
in eminent domain proceedings for taking the Leased Propcrty or any of thc Leased Units thereof 
will be paid to the Trustee and applied to the prepayment of the Base Rental Payments as provided in 
the Lease Agreement. Any such award made after all of the Base Rental Payments and Additional 
Paynients have been fully paid, or provision therefor made, will be paid to the to the City. 



Prepayment. 

(a) The City will prepay on any date from insurance (including proceeds of title 
insurance) and eminent domain proceeds, to the extent provided in the Lease Agreement (provided, 
however, that in the event of partial damage to or destruction of the Leased Property caused by perils 
covered by insurance, if in the judgment of the Authority the insurance proceeds are sufficient to 
repair, reconstruct or replace the damaged or dcstroyed Lcased Unit of the Lcased Property, such 
proceeds will be held by the Trustee and used to repair, reconstruct or replace the damaged oi  
destroyed Lcascd Unit of the Leased Property, pursuant to the procedure set forth in the Lease 
Agreclncnt for proceeds of insurance), all or any part of Base Rcntal Paymcnts then unpaid so that 
thc aggregatc annual amounts of Base Rcntal Payments which will be payablc aftcr such prepayment 
date will be as nearly proportional as practicable to the aggregate annual amounts of Base Rental 
Payments unpaid prior to the prepayment date (taking into account the reduction in Base Rcntal 
Paymcnts allocable to future interest on thc Bonds that are redeemed), at a prepayment amount equal 
to the redemption payment of the maximum amount of Bonds, including the principal thereof and the 
interest thereon to the date of redemption, plus any applicable premium redeemable from such 
proceeds. 

(b) The City may prepay, from any source of available funds, all or any portion 
of Base Rental Payments by depositing with the Trustee moneys or securities as provided in the 
Tndenture sufficient to defease or redeem all or a portion of a Series of Bonds corresponding to such 
Basc Rental Payments when due; provided that the City filrnishcs the Trustee with an Opinion of 
Counsel that such deposit will not cause interest on such Scrics of Bonds to bc includable in gross 
incoinc for federal income tax purposes. Thc City agrccs that if following such prcpaymcnt the 
Leased Property are damaged or destroyed or taken by eminent domain, it is not entitled to, and by 
such prepayment waives the right of, abatcment of such prepaid Base Rental Payments and will not 
bc entitled to any reimbursement of such Base Rental Payments. 

(c) Before making any prepayment pursuant to the Lease Agreement, the City 
will, within five (5) days following the event creating such right or obligation to prepay, give written 
notice to the Authority and the Trustee describing such event and specifying the date on which the 
prepayment will be made, which date will be not less than forty-five (45) days from the datc such 
notice is given. 

(d) When (i) there will have been deposited with the Trustee at or prior to the due 
dates of the Base Rental Payments or the date when the City may exercise its option to purchase the 
Leased Property or any of the Leased Unit thereof, in trust for the benefit of the Owncrs of the Bonds 
and irrevocably appropriated and set aside to the payment of the Base Rental Payments or option 
pricc, sufficient moneys and Permitted Investments described in the Indenture, not redeeinablc prior 
to maturity, the principal of and intercst on which when duc will provide moncy sufficicnt to pay all 
principal, prcmium, if any, and interest on the Bonds to the duc date of the Bonds or date whcn the 
City may exercise its option to purchase the Leased Property, as the case may be; (ii) all 
requirements of the Indenture have been satisfied; and (iii) an agreement will have been entered into 
with the Trustee for the payment of its fees and expenses so long as any of thc Bonds will remain 
unpaid, then and in that event the right, title and interest of the Authority in, and the obligations of 
the City under, the Lease Agreement will thereupon cease, terminate, become void and be completely 
discharged and satisfied (except for the right of the Authority and the obligation of the City to have 
such moneys and such permitted Investments applied to the payment of the Base Rental Paymcnts or 
option price) and the Authority's interest in and title to the Project or applicable portion or item 



thereof will be transferred and conveyed to the City. In such event, the Authority will cause an 
accounting for such period or periods as may be requested by the City to be preparcd and filed with 
the Authority and evidence such discharge and satisfaction, and the Authority will pay over to the 
City as an overpayment of Base Rental Payments all such moneys or Permitted Investments held by 
it pursuant to the Lease Agreemcnt other than such moneys and such Permitted Investments as are 
required for the payment or prepaymcnt of the Base Rental Payments or the option price and the fccs 
and expenses of the Trustee, which moneys and Permitted Investments will continue to be held by 
the Trustee in trust for the payment of Base Rental Payments or the option price and the fees and 
expenses of the Trustee, and will be applied by the Authority to the payment of the Base Rental 
Payments or the option price and the fees and expenses of the Trustee. 

Tax Covenants. 

The City and the Authority will not make any use of the proceeds of the obligations providcd 
in thc Lease Agrecment or any other funds of the City or thc Authority which will causc such 
obligations to bc "arbitrage bonds" subjcct to fcderal income taxation by reason of Section 148 of the 
Code. The City and the Authority will not make any use of the proceeds of tlie obligations provided 
in thc Lease Agreement or any other funds of the City or thc Authority which will cause such 
obligations to be "federally guaranteed" and subject to inclusion in gross income for federal income 
tax purposes by reason of Section 149(b) of the Code. To that end, so long as an) rental payments are 
unpaid, the City and the Authority, with respect to such proceeds and such other funds, will comply 
with all requirements of such Sections 148 and 149(b) and all regulations of the United States 
Department of the Treasury issued thereunder to the extent that such requirements are, at the time, 
applicable and in effect. 

The City fb-thcr covenants that it will not use or permit the use of the facilities financed or 
refinanced by the proceeds of the Bonds by any pcrson not an "excmpt person" within the meaning 
of Section 141(a) of the Codc or by an "exempt pcrson" (including thc City) in an "unrelatcd trade or 
business," in such manner or to such extent as would resi~lt in the inclusion of interest received under 
the Lease Agreement in gross income for federal income tax purposes under Section 103 of the Code. 

If at any time the City is of the opinion that for purposes of this Section it is necessaly to 
restrict or limit the yield on or change in any way the investment of any moneys hcld by the Trustee 
or tlie City or the Authority under the Lease Agreement or the Indenture, the City will so instruct the 
Trustee or the appropriate officials of the City in writing, and the Trustee or the appropriate officials 
of the City, as the case may be, will take such actions as may be necessaly in accordance with such 
instructions. 

In furtherance of the covenants of the City set forth in this Section, the City will comply with 
the Tax Certificate and will instruct the Trustee in writing as necessary to comply with the Tax 
Certificate. The Trustee and the Authority may conclusively rely on any such written instructions, 
and the City agrees to hold harmless the Trustee and the Authority for any loss, claim, damage, 
liability or expense incurred by the Authority for any actions taken by the Authority in accordance 
with such instructions. 

The City and the Authority will at all times do and perform all acts and things permitted by 
law which are necessary or desirable in order to assure that the interest on the Bonds will be excludcd 
from gross income for federal income tax purposes and will take no action that would result in such 
interest not being excluded from gross income for federal income tax purposes. 



Continuing Disclosure. Any Series of Bonds is exempt from the requirements of Rule 15c2- 
12 of the ~ecuritids and Exchange Commission, including the continuing diiclosure rcquirements of 
paragraph (b)(5) of the Rule, so long as such Series of Bonds bear interest at the Daily Rate or 
Weekly Rate. If a New Mode is established for a Series of Bonds, such Series may become subject 
to the continuing disclosure requirements of the Rule and, in such event, the City covenants to 
comply with the applicable requirements of the Rule which include, among other things, cntering 
into an undertaking to provide, for the benefit of the holders of such Series of Bonds, certain 
continuing disclosure information as required by the Rule. Notwithstanding any other provision of 
the Lease Agreement, failure of the City to colnply with the Rule will not be considered an evcnt of 
default under the Lease Agrcement; howcvcr, thc Trustcc may (and, at thc rcqucst of any 
Participating Underwriter (as defined in the Rule) or the Holders of at least 25%) aggregate principal 
amount of such Series of Bonds Outstanding and provided satisfacto~y indemnification is provided to 
the Trustee, will) or any Bondholder may take such actions as may be necessary and appropriate, 
including seeking mandate or specific performance by court order, to compel the City to comply with 
its obligations under the Lease Agreement. 

THE FACILITIES LEASES 

Pursuant to the Facilities Lease (Communications Building), the City, as lessor with respect 
to the Communications Building, will lease the City's undivided one-half interest in and to the 
Communications Building, together with its interest in the Site upon which such facility is located, to 
the Authority. Pursuant to the Facilities Lease (City County Administration Building), the Financing 
Authority, as lessor with respect to the City-County Administration Building, will lease the City's 
interest in and to the City-County Administration Building,. together with its interest in common 
areas, to the Authority. Pursuant to the Facilities Lease (Parking Garage), the Redevelopment 
Agcncy, as lessor with respec't to the Parking Garage, will lease the City's interest in and to the 
Parking Garage, to thc Authority. Pursuant to thc Facilities Lcasc (Police Facilities and 
Miscellaneous Facilities Lease), the City, as lessor with respect to the Police Facilities and 
Miscellaneous Facilities, will lease the City's interest in and to the Police Facilities and 
Miscellaneous Facilities, to the Authority. 

The term of the Facilities Leascs will commcncc August 28, 2008 and rcmain in effcct until 
the term of the Lease expires. However, if Lease Payments due under the Lease Agreement remain 
unpaid at the expiration of the Lease Agreement term, then the Facilities Leases shall not terminate 
until thc later of March 1,2046, the date on which the Bonds have been paid in full, or the expiration 
of the tern of any lease executed and delivered in the event of default under the Lease Agreement by 
the City. The City's interest in the communications Building, the c i6-county  Administration 
Building, thc Parking ~ a r a ~ c  and the Police Facilities and Miscellaneous Facilities will be 
sin?ultaneously leased by the Authority to thc City pursuant to the Lease Agreement and title to such 
facilities will rcmain in the City, the Financing Agency or the Redevelopment Agency, as the case 
may be, during the term of the Facilities Leases. 





APPENDIX B 

CERTAIN INFORMATION REGARDING THE CITY 

The Bonds are special limited obligations o f  the Authority payable ,solely,fiom and sectwed 
solely by the Revenues pledged in the Indenture; they are not a debt ($the City. However, the Base 
Rental Payments payable bj, the City pursuan! to the Lease Agreenzent are expected to he a 
stlbstnntial component of the Revenues. The following infonnafion with respect to the City is 
presented in that contest. Additional information with respect to the City contained in its 
corlzprekensive annual financial report for thefiscul year ended .June 30, 2007. A copy of that report 
is .vet forth in Appendix C. 

General 

The City, which is the county seat of Stanislaus County, was incorporated in 1884. It is 
located in the center of the northern San Joaquin Valley, approximately 93 miles east of the City and 
County of Sat1 Francisco; arid it encompasses an area of approximately 36 square miles. 

The City operates under a council-nianager form of govern~nent pursuant to a charter initially 
adopted in 1951. The City Council of tlie City (the "City Council") consists of seven elected 
members; it appoints the City Clerk and Auditor, tlie City Attorney, and the City Manager. The City 
Manager heads the executive branch of government, implements the directives and policies of the 
City Council and manages the administrative and operational fi~nctions through the various 
department heads who are appointed by the City Manager. 

The City provides the full range of services normally associated with a municipality 
including police and fire protection, highways and streets, parks and recreation, library, planning and 
zoning, building and engineering, various niaintenance services and administration. The City also 
provides parking and airport facilities and water, sewer, stonil drainage and bus service. The school 
districts in the City are separate governmental entities which receive no funding from the City. 

Population 

The following table represents historical population statistics for the City, the County of 
Stanislaus (the "County") and the State. 

CITY OF MODESTO 
Population ~stirnates(," 

Culendur Year 
2008 
2007 
2006 
2005 
2004 
2003 
2002 

City of Modesto 
209,936 
208,150 
207,096 
207,029 
206,86 1 
203,8 13 
199,398 

Stanislaus County 
525,903 
5 18,938 
5 1 1,848 
503,003 
493.5 15 
483,705 
472,185 

State of Ca1ifi)rniu 
3 8,049,462 
37,559,440 
37,l 14,598 
36,675,346 
36,199,342 
35,652,700 
35,063,959 

( I )  As oflanuary 1 .  
Source: California State Depal-trnent of Finance, I'opulation Estimates for Cities, Counties and State. 2002-2008 \vitli 2000 

Benchmark. 



Employee Relations ; 

The City had approxin~ately 1,305 authorized and funded ~LIII-time positions and currently 
has approximately 1,227 actual full-time employees for fiscal year 2008-09 and approximately 
1,363 authorized full-time positions and approximately 1,233 actual full-time employees for fiscal 
year 2007-08. City employees are represented by six labor organizations, the principal of which is 
Modesto City Employees Association which represents approximately 37% of all City employees in 
a variety of classifications. 

Approximately 95% of all City employees are covered under negotiated agreements. The 
current agreements have expiration dates as follows: 

Modesto City Firefighters Association December 20; 20 10 

Modesto Police Management Association June 22, 2009 

Modesto Police Officers Association December 22,2008 

Modesto City Employees Association July 23,2007 

Modesto Police Non-sworn Association June 23, 2008 

Modesto Confidential & Management Assoc June 23,2008 

In August 2005, approximately 200 Modesto City Employees Association (the 
"Association") employees (field, clerical and technical) engaged in a one-day job action and 
picketing following impasse in the contract negotiations. No city services were disrupted as a result 
of the job action. The Association subsequently reached agreement with the City on a contract which 
expired in J~tly 2007. The City is currently in negotiations with the Association, as well as two other 
associations whose contracts have recently expired. 

On March 14, 2007 the City reached a settlement in the amount of $3.25 million with three 
employees who alleged gender discrimination, harass~ilent and retaliation. The City expects to pay 
the settlement amount from its General Fund and its insurance liability fund and does not expect such 
payment will have an adverse effect on the City's ability to make Base Rental Payments under the 
Lease Agreement. As of July 3, 2008, two of the three installment payments required under the 
settlement had been made. 

Insurance 

The City is exposed to various risks of loss related to torts, damage to and loss of assets, 
errors and omissions, injuries to and illness of employees, and natural disasters. The City maintains 
an Insurance Internal Service Fund to account for and finance its risks of loss. Under this program, 
the City is self-insured for the following risks up to the maximum amount per claim shown: 
workers' compensation - $750,000; liability - $1,000,000; and dental care - $1,200. The City no 
longer self-insures for risks associated with employee illnesses and instead offers a variety of 
commercial plans to its employees. The City obtains commercial insurance for property loss, airport 
liability, and for claims in excess of the preceding self-insured coverage amounts. 

For liability claims the City is one of twelve members of the Authority for California Cities 
Excess Liability ("ACCEL") risk pool, which provides workers' compe~isation insurance and general 
liability insurance for the member agencies. This pool covers City claims between $1,000,000 and 



$5,000,000. The City contributes its pro rata share of anticipated losses to the pool. Should actual 
losses be greater than anticipated, the City will be assigned its pro rata share of the deficiency. 
Conversely, if actual losses are less than anticipated, the City will be refi~nded its pro rata share of 
the excess. Total claims in the pool are estimated to be $3,949,916 for fiscal year 2007-08. 
Commercial insurance covers clainis over $5,000,000 in three excess layers of $1 0,000,000 each for 
an additional. $30,000,000 per claim. Settled clainis have not exceeded the cotnmercial coverage in 
any of the past five fiscal years. 

Employee Retirement System 

Retirentent Phrz. The City contributes to the Public Employees' Retirement System of the 
State of California ("PERS"), an agent multiple-employer public employee retirement program that 
acts as a common investment and administrative agent for participating entities in California. The 
City's total pension cost for the fiscal year 2006-07 was $18,5 16,775. The City's payments to PERS 
for fiscal year 2007-08 are estimated to be approximately $19,308,565. The General Fund share of 
this amount equals $1 4,430,384. 

All full-time City employees are eligible to participate in the retirement program. Benefits 
vest after five years of service. Safety (fire and police) employees who retire at or after age 50 are 
entitled to an annual retirement benefit payable monthly for life in an amount equal to'3% percent of 
their average salary during the highest-paid I-year period of employment, multiplied by their years of 
service. All other covered employees may retire at age 55, with an annual benefit payable monthly 
for life equal to 2% percent of their average salary during the highest-paid I-year period of 
employment, multiplied by their years of service. These employees may retire at age 50 with a 
reduced benefit at retirement. The retirement program also provides death and disability benefits. 
These benefit provisions and all other requirements are established by state statute and City 
ordinance. Under GASB 27, an employer reports an annual pension cost (APC) equal to the annual 
required contribution (ARC) plus an ad.justment for the cumulative difference between the APC and 
the employer's actual plan contributions for the year. 

The City pays most of the required employee contribution to the program, which totals 9% 
percent for safety and 7% percent for miscellaneous ctnployees, in accordance with co~itractual 
agreements. The City is required to contribute the remaining amounts necessary to fi~nd the benefits 
for its members, using the actuarial basis adopted by the PERS Board of Administration. The current 
rate is 9.528% of the annual covered payroll for miscellaneous employees and 23.562% for safety 
employees. 

In addition to the pension benefits described above, the City provides health care benefits to 
employees who retire frotn the City under contractual arrangeiiient with all employee groups. All 
full-time employees, except firefighters who receive a cash payout, are eligible to set-aside a 
percentage of accumulated sick leave upon retirement to be used for contributions towards fi~ture 
healthcare premiums to a choice of several insurance plans. The City has no obligation to make 
health contributions for retirees who have no accumulated sick leave. The estimated liability for 
current retirees' fi~ture City contributions was $18,044,787 as of December 1,  2006. The estimated 
current portion thereof, $2,500,000, is fully funded. The long-term portion thereof is partially 
funded, with the balance being funded over time by charges to the City's operating funds. The City 
reports the current and long-term portions of this liability in the Employee Benefits Management 
Fund as part of the compensated absences liability balances. For firefighters, the City's obligation 
for retiree health benefits is not a f~~~ic t ion  of accumulated sick leave. Firefighters are covered under 



PERS Health plans and the City has a statutory obligation to make designated contributions to fund 
firefighters' retiree health premiums. The current statutory contribution is $97.00 per month. 

In June 2004, the Govern~iiental Accounting Standards Board ("GASB") issued Statement 
No. 45 ("GASB 45'9, which addresses how state and local governments should account for and 
report their costs and obligations related to post-employment health care and other non-pension 
benefits ("OPEB"). GASB 45 generally requires that employers account for and report tlie annual 
cost of OPEB and tlie outstanding obligations and commitments related to OPEB in essentially tlie 
same manner as they currently do for pensions. Annual OPEB costs for most employers will be 
based on acti~arially determined amoutits that, if paid on an ongoing basis, generally would provide 
sufficient resources to pay benefits as they come due. The provisions of GASB 45 may be applied 
prospectively and do not require governments to fund their OPEB plans. An employer may establish 
its OPEB liability at zero as of tlie beginning of the initial year of implementation. However, the 
irnfunded actuarial liability is required to be amortized over future periods on the income statement. 
GASB 45 also established disclosure requirements for information about the plans in which an 
employer participates, the funding policy followed, tlie,actuarial valuation process and assumptions, 
and for certain employers, the extent to which the plan lias been fimded over time. These disclosure 
requirements were effective for the City's fiscal year 2007-08. GASB 45 may result in an increase in 
the annual expense recognized by tlie City for post retirement health care benefits. Tlie City has 
retained the services of an actualy to determine the extent of tlie City's OPEB liability. Tlie amount 
of the liability and tlie increase in the annual expense to be recognized, if any, lias not yet been 
determined by the City. 

Investment Policy 

Tlie City invests its funds in accordance with the City's Investment Policy (the "lnvestment 
I'olicy"), adopted by the City Coulicil in 1984 and most recently amended in 2008. In accordance 
with Sections 53601 et .reg. of the California Government Code, idle cash management and 
investment transactions are the responsibility of the City Finance Director/Treasurer. Investments 
permitted under the Investment Policy include tlie following: 

Bonds issued by the City. 
United States Treasury notes, bonds, bills or certificates of indebtedness. 
Registered State of California warrants, treasury notes or bonds. 
Bonds, notes, warrants or indebtedness of local agencies within tlie State. 
Commercial. paper of "prime" quality. 
Certificates of deposit and negotiable certificates of deposit. 
Investment in repurchase agreements or reverse repurchase agreements. 
Medium-term corporate notes. 
State of California Local Agency Investment Fund (LAIF). 
California Asset Management Program. 

Funds are invested in the following order of priority: 

Safety- Preservation of principal and interest. 
Liquidity- Ability to readily convert investment to cask when needed. 
Yield - potential dollar earnings on an investment. 



The City's cash management system is designed to accurately monitor and forecast 
expenditures and revenues, thus enabling the City to invest funds to the fullest extent possible. The 
City attempts to obtain the highest yield when selecting an investment, provided the criteria for 
safety and liquidity are met. 

Budgetary Process 

Tlie fiscal year of the City begins on the first day of July of each year and ends on tlie 30th 
day of June of the following year. Measure M, which was passed by voters in February 2008, 
requires the City's Mayor to take responsibility for the development of the annual budget. 

At such date as the City Manager and Mayor determine, each department head must filt-nish 
to each of them an estimate of revenues and expenditures for such department for the ensuing fiscal 
year, detailed in such manner as may be prescribed by the City Manager and Mayor. In preparing the 
proposed budget, the City Manager and Mayor review the estimates, hold conferences thereon with 
the respective department heads, and revise the estimates as they deem advisable. 

Prior to tlie beginning of each fiscal year, the Mayor submits the proposed budget to the 
City's Finance Committee. After reviewing and making such revisions as it deems advisable, tlie 
City Finance Committee recommends the proposed budget with revisions, if any, to the City Council. 
Tlie City Council determines the time and place for a public hearing thereon and causes to be 
published a notice thereof not less than ten days prior to the hearing date. Copies of the proposed 
budget are available for inspection by the public in tlie office of the City Clerk at not less than ten 
days prior to tlie liearing. At tlie conclusion of the public liearing, the City Council further considers 
the proposed budget and makes revisions thereto that it deems advisable. On or before June 30 of 
each year, it adopts the budget with revisions, if any, by tlie affirmative vote of at least a majority of 
the total members of tlie City Council. 

From the effective date of the budget, the several amoiuits stated as proposed expenditures 
become appropriated to tlie several departments, offices and agencies for the objects and purposes 
named. In accordance with tlie City's financial policies, certain appropriations may be amended with 
tlie signed authorization of the City Manager, subsequent to the adoption of the original budget. At 
any public ~neeting after the adoption of tlie budget, the City Council may amend or supplement the 
budget by a resolution adopted by the majority vote ofthe City Council. All operating appropriations 
lapse at the end of tlie fiscal year to the extent that they have not been expended or lawfully 
encumbered. Appropriations related to Capital Iliiprovement Pro-jects and those deemed to be multi- 
year appropriations shall continue into each succeeding year imtil they are either fi~lly expended or 
cancelled in accordance with the City's budget policy. 

The City Council employs, at the beginning of each fiscal year, an independent certified 
public accountant who, at such time or times as specified by the City Council, at least annually, and 
at such other times as the City Council shall determine, examines the financial statements of the City 
in accordance with generally accepted auditing standards, including such tests of the accounting 
records and such other auditing procedures as such accountant considers necessary. As soon as 
practicable after the end of the fiscal year, tlie audited Comprehensive Annual Financial Report and 
management letter are submitted by such accountant to the Audit Committee. 

Following is a table which shows the adopted final and actual General Fund Budget for 
Fiscal Year 2007-08 and the adopted General Fund Budget for Fiscal Year 2008-09. In  early 



July 2008, the City noted that actual revenue receipts for fiscal year 2007-08 were below 
expectations in several areas. In addition, the Stanislaus County Assessor re-assessed all homes sold 
during the period from 2003 to 2008. This caused the tax roll assessed values for the City to 
decrease by $1.2 billion and the effect this had on revenues was reflected as a decrease in the 
estimated property tax related revenues of $2.3 million. The current estimates for all revenues are 
reflected in the table below under the column "Current Projection" for fiscal year 2008-09. 

In response to the newly revised revenue projections, the City has frozen all hiring and will 
implement budget reductions amounting to 10% or more for some departments in order to preserve 
the City's iuirestricted fund balance at the 8% level per the City's budget policy. 



Revenues: 
Taxes 
Licenses and permits 
Intergovernnlental 
Charges for services (') 
Special assessments levied 
Interest and rent 
Net Increase in Fair Value of 

Investments 
Fines and forfeitures 
Miscellaneous 

TOTAL REVENUES 

Expenditures and Transfers: 
General Government 
Con~munity Developnlent 
Public works 
Parks and recreation 
Public Safety 
Other on-going expenditures 

Debt Service: 
Principal Retirement 
Interest 

TOTAL EXPENDITURES 
Excess of revenues over expenditures 

CITY OF MODEST0 
General Fund Budgets 

For Fiscal Years 2007-08 and 2008-09 

Revised Adopted Current 
Brtflget Budget Projection 
2007-08 2008-09 2008-09 

Other Financing Sources (Uses): 
Transfers In $ 6,557,376 $ 4,684,937 $ 4,684,937 
Transfers Out (7,853,47 1) (6,606,228) (6,606,228) 
Loan forgiveness 1.81 0.000 

TOTAL OTHER FINANCING $ 513,905 $ (1,921,291) $(1,921,291) 
SOURCES (USES) 

NET CHANGE IN FUND $ (1,683,718) $ (830,427) (8 16,899) 
BALANCE 

FUND BALANCES, July 1 $ 12,147,386 $ 10,463,668 $ 10,463,668 

FlJND BALANCES, June 30 $ 10,463,668 $ 9,633,241 $ 9,646,769 

Vuriarice with 
Adopted Final 

Brt dget 

' I '  Includes ~ndirect cost recovery 
Source: City of Modcsto Financial Statemcnts and City ofModcsto Finance Department. 



Financial statements 

The accounting policies of the City of Modesto conform to generally accepted accounting 
principles. The audited financial statements of the City for the fiscal year ended June 30, 2007 are 
set forth in Appendix C. 

Accounts of the City are organized on the basis of fi~nds and account,groups each of which is 
considered a separate accounting entity. Operations of each fund are accounted for with a separate 
set of self-balancing accounts. The various funds are grouped into broad categories, as follows: 
Governmental Funds (General, Special Revenue, Capital Projects and Debt Service), Proprietary 
Funds (Enterprise Funds, including the Sewer, Water, Parking, Airport, Golf Course and C,ommunity 
Center Funds; and Internal Service Funds) and Fiduciary Funds (Agency). 

All Governmental Funds and Fiduciary Funds use the modified accrual basis of accounting. 
The Proprietary Funds use the accrual basis of accounting. 

The General Fund is the general operating fund of the City and is used to account for all 
financial resources except those required to be accounted for in another fimd. Revenues and 
expenditures in the City's General F~uid for fiscal years 2003-04 through 2007-08 (estimated) are 
shown in the following table. Taxes, Intergovernmental Revenues, Charges for Services, and 
Miscellaneous Revenue are the City's ma-jor sources of revenues. I11 fiscal year 2007-08, Taxes and 
Intergovernmental Revenues are estimated to be 42.9% and 39.8% respectively, of General Fund 
revenues, followed by Charges for Services, 12.8% and Miscellaneous Revenue, 2.5%. Major Fiscal 
Year 2007-08 General Fund expenditures are estimated at 67.1% for Public Safety, 10.4% for 
General Government, and 10.5% for Parks and Recreation. 

Summary Financial Information 

The following tables present a statement of revenues, expenditures, and changes in fund 
balance for the City's General Fund and the City's General Fund balance sheet for the fiscal years 
ended June 30, 2004 through 2008 (estimated) prepared by the City of Modesto Finance Department 
based on the City's audited financial statements for fiscal years ended June 30, 2004 through 
June 30, 2007 and the most recent budget estimates for the fiscal year ended June 30, 2008. 



CITY OF MODESTO 
Statement of General Fund Revenues, Expenditures and Changes in ~ d n d  Balance 

Year Ended June 30, 

lievenues: 
Taxes 
Licenses and permits 
Intergovernmental 
Charges for services 
Special assessments levied 
Interest and rent 
Net increase (decrease) in fair 

value o r  investments 
Fines and forfeitures 
Miscellaneous 

TOTAL REVENUES 

1:xpentlitures and Transfers: 
Cieneral C;ovemmcnt 
Coininunity and 1)evelopment 
Public works 
I'arks and recreittion 
I'ublic safety 
Other on-going cxpcnditurcs 

Debt Service: 
Principal Retircmcnt 
Interest 

TOTAI, EXI'liNDIl'IJII1':S 
Excess (deficiency) of revenues 
over (under) expenditures 

Other Financing Sources (Uses): 
Operating transfers in $ 1,965,408 $ 1,982,387 $ 2,111,925 $ 2,437,022 $ 6.557,376 
~pc ra t ing  transfers out (1  1,499,889) (9,320,8 16) (9,739,702) (1 2,339,933) (7,853,47 1 )  

1,oan 170rgiveness -- -- -- -- 1,8 10,000 
TOTAI, OTI-lER FINANCTNG 

SOIJRCES (USES) $ (9,534,481) $ (7,338,429) $ (7.627.777) $ (9,902,911) ,$ 5 13,905 
Excess (deficiency) of revenues 
and other sources over (under) 
expenditures and other uses $ (5,422.820) $ (564.310) $ 2,894,456 $ (8.860.632) $ (1,683,718) 

FUND BALANCES, July 1 $26,402,189 $ 20,979,369 $ 20;415,059 $ 23?309,515 $ 12,147;386 
FUND RA1,ANCES. Jtme 30 S 20.979.369 D $ 23.309.515 m $ 30.463:668 

"' Unaudited estimates. 
Source: City of Modesto Comprehensive Annual Financial Statements, Fiscal Years 2003-04 through 2006-07; unaudited 

estimates of the City of Modesto Finance Department for Fiscal Year 2007-08. 



CITY OF MODESTO 
General Fund Balance Sheets 

As of June 30, 

Assets 2003 2004 2OO.C 2006 2007 

Cash and cash equivalents $ 19,053,785 $ 1 1 : l  10,51 1 $ 10:840:532 $ 9,14 1,367 $ 1,900,218 

Kcceivablcs: 
Accounts 
Interest 
Utilities, net 
Taxes 

Due from govemnients 
Due fro111 other lilnds 
Due from .I l'A 
Notes receivable. net 
Rcdecrncd 

expcnscs/expenditures 
Restricted assets: 

Cash and cash eqilivalents 
Advances to other funds 
Total assets 

Liabilities and I'und Balances 
Liabilities , 

Acco~~nts  payable $ 1,864,757 $ 1,707,233 $ 2,003,433 $ 2.241.841 $ 2,544,093 
Accrucd solarics and benefits 2.397379 453.761 774,239 1 . I  16,500 1.1 50,233 
Deferred revenues 602.442 274.222 1.537.54 1 364,061 397,817 
Payable li.om rcstrictcd 
assets: 
Refundable deposits 1,390,184 1,445,486 1,483,501 1,845; 1 19 2.066,8 14 
Advances from other lhnds 2.000.000 2.000.000 2.000.000 1.903.476 1.782.462 

Total Liabilities $ 8,255,262 $ 5,880.702 $ 7,708.714 $ 7,470.997 S 7.941.419 
Fund Balances: 

liescrved $ 3,393,560 $ 3,327,569 $ 2,955,054 $ 2,702,381 $ 3,734,973 
Unreserved: 
Designated. rcportcd'in: 
General Fund 6,807.996 5,990,699 6.237,OOO 5.900.886 -- 
Undesignated: reported in: 
General Fund 16,200,633 11,661,101 11,223,005 14,706,248 10.713,910 

Total Fund Balances 26,402.189 20.979.369 20.4 1 5.059 23.309.5 15 14.448.883 
Total Liabilities and Fund !L3uu&l $26.860.071 $28.2 12.77~ ,? %30.780.512 $22.390.302 

Balances 

Source: City of Modesto Comprchensivc Annual Financial Statements for Fiscal Years 2002-03 through 2006-07. 
u 

Financial Obligations 

Slzort Term Obligntiorzs. The City has no short term obligations outstanding. 



Equipntent Leases. 

Two wheel loaders, valued at $371,458, less $82,400 accumulated depreciation, are being 
leased under a capital lease arrangement. The following is a schedule of the future minimum Base 
Rental Payments on capital leases as of June 30,2008: 

Year Ending 
June 30 

2009 $ 80,971 
Total Minimum Base Rental Payments $ 80,971 

Less Interest (3,487) 
Present value of Minimum Base Rental Payments $ 77,485 

An Oracle software license, valued at $21 1,354 is being leased under a capital lease 
arrangement. The following is a schedule of the filture minimum base rental payments on capital 
leases as of June 30,2007: 

Year Ending 
June 30 

2009 
2010 
Total Miliilnum Base Rental Payments 

Less Interest 
Present value of Minimum Base Rental Payments 

Source: City of Modcsto. 

Long Term Leases Evidenced by Certificates of Participation and Lease Revenue Bonds. 
The City has the following certificate of participation and lease revenue bond transactions 
outstanding as of June 30, 2008: 

J 

Title 
Principal 

Outstanding Maluri[v 

1993 Kcfunding Certificates of Participation (Community Center I'rojcct) $ 19,935,000 Novcmbc~ 1 ,  2023 
1993 Refunding Certificates oS Participation (Golf Course I'rqject) 5,435,000 November 1. 2023 
1998 1,easc Revcnuc Bonds (Capital Improvctiicnts and Rclinancing ~rojcct)( ' )  3,760,000 Scptcrnbcr 1. 2033 
2007 Lease Revenue Relilnding and Capital lriiprovements ~ o n d s ( ' )  6 1,450,000 September I, 2033 

$ 90,580,000 

( I )  Bonds oftlie Modesto I'ublic Financing Autllority in connection with which the City is obligated to make certain Base 
liental I'aymetits. All of these bonds will bc defeascd upon the issuaticc of the Modcsto Public Financing Authority's Lease 
fievenue Refilnding and Capital Improvement Bonds, Series 2008. 

Source: City of Modcsto Financc Dcpartrnent. 



Overlapping Debt and Debt Ratios 

The following table summarizes direct and overlapping bonded debt within the City. 

CITY OF MODEST0 
Statement of Direct and Overlapping Debt as of June 30,2008 

Direct nr~ri Overla~uinp Assessnient Deht: 

City of Modesto 
Total Direct And Overlapping Tax And Assessment Debt 

Overlapping General Fund Debt - School Districts: 

Ceres Unified School District 
Modesto Elementary School District 
Modesto High School District 
Sylvan School District 
Salida Union School District 
Stanislaus Union School District 
Yosemite Comn~unity College District 

TOTAL OVERLAPPING DEBT 
TOTAL DIRECT AND OVERLAPPING DEBT 

Net Deht 
~r t ts t ( indi r~~( ' )  

$ 0 

Applicuhle to 
tlze ~ i t v " )  

Aniourit 
Applicuhle to 

tlze City 

$ 0 
$ 0 

(I' Ciross dcbt outstanding lcss applicable amounts in dcbt scrvice funds. 
( 2 )  Determined by ratio of assessed valuation ol'property sub.ject to taxation in overlapping portion to valuation ol' all property 

subject to taxation in jurisdiction. 
Source: Stanislaus County Aoditor: calculated by Modesto Finitnce Department. 

Assessed Valuation and Tax Collections 

In California, property which is subject to ad valorem taxes is classified as "secured" or 
cL~nsec~red. ' '  Secured and unsecured property are entered on separate parts of the assessment roll 
maintained by the county assessor. The "secured roll" is that part of the assessment roll containing 
State assessed property and property the taxes on which are a lien on real property sufficient, in 
opinion of the assessor, to secure payment of the taxes. Other property is placed on the "unsecured 
roll." 

The method of collecting delinquent taxes is substantially different for the two classifications 
of property. The taxing authority has four ways of collecting unsecured personal property taxes: 
(a) filing a civil action against the taxpayer; (b) filing a certificate in the office of the county clerk 
specifying certain facts in order to obtain a judgment lien on certain property of the taxpayer; 
(c) filing a certificate of delinquency for record in the county recorder's office, in order to obtain a 
lien on certain property of the taxpayer; and (d) seizure and sale of personal property improvements 
or possessory interest belonging or assessed to the assessee. The exclusive means of enforcing the 
payment of delinquent taxes in respect of property on the secured roll is the sale of the property 
securing the taxes to the State for the amount of taxes which are delinquent. 

A 10% penalty is added to delinquent taxes which have been levied in respect of property on 
the secured roll. In addition, property on the secured roll with respect to which taxes are delinquent 
is sold to the State on or about June 30 of the fiscal year. Such property may thereafter be redeemed 
by payment of the delinquent taxes and a delinquent penalty, plus a redemption penalty of 1.5% per 
month to the time of redemption. If taxes are unpaid for a period of five years or more. the property 



is deeded to the State and then is subject to sale by the county tax collector. A 10% penalty also 
attaches to delinquent taxes in respect of property on the unsecured roll, and further, an additional 
penalty of 1.5% per month begins to accrue in respect of such taxes beginning the first day of the 
third liionth following the delinquency date. 

The val~~ation of property is determined as of March 1 each year and installments of taxes 
levied upon secured property become delinquent on the following December I0 and April 10.' Taxes 
on unsecured property are due March 1 and become delinquent August 3 1, and such taxes are levied 
at the prior year's secured tax rate. 

The following tables set forth historical property tax levies and collections in the City and 
historical infonnation as to the assessed values and actual value of taxable real and personal property. 
The one percent (1%) property tax is levied and collected by Stanislaus County and remitted to the 
City. 

City Assessed Valuations 

The County Assessor of Stanislaus County assesses all real and personal property in the City 
of Modesto for tax purposes except public utility property which is assessed by the State Board of 
Equalization. California law exempts $7,000 of the assessed valuation of an owner occupied 
dwelling. Effective with the 1980-81 fiscal year, State law also exempted 100% of the value of 
business inventories from taxation, rather than 50% as in prior years. The law provides for 
reimbursements to local agencies based on their share of the revenues derived from the application of 
the maximum tax rate applied to business inventories in the 1979-80 fiscal year, with adjustments to 
reflect increases in population and the consumer price index. 

Revenue estimated to be lost to local taxing agencies due to such exemptions is reimbursed 
from State sources. Such reimbursement is based upon total taxes due upon such exempt values and 
is not reduced by any amount for estimated delinquencies. The table below presents a ten year 
history of assessed valuations of property within the City. 

CITY OF MODEST0 , 
Ten Year History of Assesseci Valuations 

Fiscal Year 
Renl Property Per.sonal Property 

Assesserl ~aluation~')  Assessed Valuntiolz 

(I' Ail years shown at full cash value. r 

(*) The Stanislaus County Asscssor re-assessed all homes sold from 2003 to 2008. 
Source: Stanislaus County Assessor; lest equalized roll. 



Tax Levies and Delinquencies 

Taxes are collected by the Stanislaus County Tax Collector and are currently distributed 
under the "Teeter Plan" (as described below). Taxes and assessments on the secured roll are payable 
in  two installments on November 1 and February 1 of each fiscal year, and become delinquent after 
December 10 and April 10, respectively. A penalty of 10% is added to the first installment if not 
paid on or before December 10, and 10% is added to the second installment if not paid on or before 
April 10. At the end of the first year of delinquency, property is sold to the State. 

Under the Teeter Plan (as described below), a county forwards 100% of property tax levies, 
including taxes for prior years, to underlying governmental entities, including itself. In exchange, the 
county keeps moneys fro111 all delinquent taxes, interest, and penalties. 

Tlie following table shows property tax levies and collections for the City. 

CITY OF MODEST0 
Property Tax Levies And Collections 

Fiscal Years 2003-04 to 2007-08 

Total Collectio~ls 
Yenr Ended Total Trrv Currer~t Tax Percent of'Ley1 Delinquent Tax Totnl Tax as Percent of' 

Jurre 30 ' ~eyv( ' )  Collected Collected Collections Collections Current ~ev.v(~)(.') 

( I )  Totals include exempt organizations. 
(') Total collections include taxes resulting from "escaped assessnlents." These arc comprised of assessments to property not 

know11 to exist when the original roll was compiled and other acljustments to the roll. 
'3' Since 1994. the City has participated in the County ol' Stanislairs '.Teeter Plan" (as described belo\v) \vhich guarantees the 

City 100% of each year's property tax leyy in exchange for the County retaining late fees and delinquency penalties. 
Source: City of Modesto, Comprchensive Annual Financial Reports for Fiscal Ycars 2004, 2005. 2006; County of Stanislaus 

for Fiscal Years 2007 and 2008. 

Teeter Plan 

The Board of Supervisors of the County, in 1994, adopted the Alternative Method of 
Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the "Teeter Plan"), as provided 
for in Section 4701 et seq. of the State Revenue and.Taxation Code. Pursuant to the Teeter Plan, the 
County establishes a tax losses reserve fund and a tax resources account and each entity levying 
property taxes in the County may draw on the amount of uncollected taxes and assessments credited 
to its fund, in the same manner as if the amount credited had been collected. 

The County is responsible for determining the amount of the tax levy on each parcel in the 
taxing entity, which is entered onto the secured real property tax roll. Upon completion of the 
secured real property tax roll, the County's Auditor-Controller detertilines the total amount of taxes 
and assessments actually extended on the roll for each fund for which a tax levy has been included, 
and apportions 100% of the tax and assessment levies to that filnd7s credit. Such moneys may 
thereafter be drawn against the taxing agency in the same manner as if the amount credited had been 
collected. The County determines which moneys in the County treasury (including those credited to 
the tax losses reserve fund) shall be available to be drawn on to the extent of the amount if 



i~ncollected taxes credited to each fund for which a levy has been included. When amounts are 
received on the secured tax roll for the current year, or for redemption of tax-defaulted property, 
Teeter Plan moneys are distributed to the apportioned tax resources accounts. 

So long as the Teeter Plan remains in effect, the City's receipt of revenues with respect to the 
levy of ad valorerlz property taxes will not be dependent upon actual collections of the ad valorem 
property taxes by the County. I-fowever, under the statute creating the Teeter Plan, the Board of 
Supervisors could under certain circumstances terminate the Teeter Plan in its entirety and, in 
addition, the Board of Supervisors could terminate the Teeter Plan if the delinquency rate for all ad 
valorem property taxes levied within the City in any year exceeds 3%. In the event that the Teeter 
Plan were terminated, the amount of the levy of ad vcrlorenl property taxes in the City would depend 
upon the collections of the ad valorem property taxes and delinquency rates experienced with respect - 

to the parcels within the City. R 

Although the County is entitled to draw on the full amount of taxes credited to the tax fund 
for a taxing entity in ai3proximately October of each tax year, it has been the City's experience that it 
receives approximately 55% of the tax allocations for the year by December 31, an additional 40% 
by April 30 and the final 5% by June 30. 

Non-Real Estate Taxes 

In addition to ad valorem taxes on real property, the City receives the following non-real 
estate taxes: 

Sales and Use Tax. The sales and use tax ($20,380,941) and in lieu sales tax amount 
($6,557,121) accounted for approximately 57% of the City's intergovernmental revenues in the 
General Fund in fiscal year 2007-08, a decrease of approxinlately 5.8% from the prior fiscal year. 
Thc 7.375% sales and use tax is levied and collected by the State, which returns to the City 0.95% 
(the local share of sales tax) of the amount of sales in the City. Through the legislation that restored 
local revenues, the state provides an in-lieu payment from property taxes in an amount equal to .25% 
of the local tax. 

Busir?ess License Tax. The 'City levies a business license tax which accounted for 
$9,828,839, or approximately 19.3% of the City's tax receipts in the General Fund in fiscal year 
2007-08, a decrease of approximately 0.1 % from the prior fiscal year. The tax is paid by certain 
businesses located in the City at varying percentages of gross receipts. 

Otlzer Tuxes. Other taxes levied by the City include the transient occupancy tax on hotel and 
motel bills, utility consu~nption, a real property transfer tax and a franchise fee. 



The following table presents the tax revenues of the City for the last five Fiscal Years: 

CITY OF MODEST0 
General Fund Tax Revenues By Source 

Fiscal Year Ended June 30, 

Sales and llsc 'Fax $27,150,743 $21,277,71 1 $22,287,940 $20,483,152 $20,380,941 
Utility Users 'l'ax 14.7 18,858 15,622,652 17,584,060 18,3 19,657 19,4 18,836 
Property Taxcs 1 1,294,599 I 1,3 16,694 . 14.3 18.747 16,456,379 16.100.367 
Bl~siness License 'l'axes 9,231,136 9,726.81 6 10,374,157 10.359.058 9,828,839 
Other ~'axes"' 4.267.053 10.086.397 12.412.239 12.643.171 12.058.522 
Total $66,662,389 $68,030,270 $ 76,977,143 $78,263,424 $77,787,505 

( I )  lncludcs Transient Occupancy Tax, Franchise Tax and after Fiscal Year 2003-04, In-lieu Sales Tau. 
Source: City of Modesto Finance Department. 

Motor Vehicle License Fees 

Prior to 2003, a significant revenue source of the City was State of California payments in- 
lieu of taxes. The City receives a portion of Department of Motor Vehicles license fees ("VLF") 
collected statewide. Payment of State assistance depends on the adoption by the State of its budget, 
including the appropriations therein providing for local assistance. These revenues are shown in the 
accompanying financial statements as "intergovernmental revenues from other agencies." 

Several years ago, the state-wide VI.,F was reduced by approximately two-thirds. However, 
pursuant to legislation, the State continued to remit to cities and counties the same amount that those 
local agencies would have received if the VLF had not been reduced, known as the "VLF backfill." 
On June 19, 2003, the State triggered an increase in VLF to be effective beginning October 1 ,  2003. 
The Governor signed an executive order on November 17, 2003 to reduce the VLF rate once again, 
eliminating the increase. On December 17, 2003 the Governor iss~ted another executive order, this 
time appropriating $2.625 billion to provide backfill f~~nd ing  for the city and county VLF funding in 
2003104 which covered the backfill except for the VLF loan amounts. 

The State Legislature adopted AB 1768 which deferred payment to local agencies of the 
amount of the VLF backfill that related to the period from June 20, 2003 to September 30, 2003 
when the higher VLF went into effect, until August 2006. This VLF "gap" or "loan" was ., 

approximately $1.2 billion statewide. The City's share of the "loan" was $3.4 million. The State 
repaid its VLF loans in July 2005. 

The C,ity7s budgeted VLF amount of $16,961,000 for fiscal year 2007-08 is based on 
pro-jected amounts and includes the property tax backfill provided for in current state legislation. The 
State's fiscal year 2005-06 Budget realigned certain property tax revenues so that cities and counties 
would be kept whole with respect to the amount of the V1,F backfill in future years. The City 
accounts for this realignment of property taxes in-lieu of VLF in the same manner as VLF in its 
financial statements. 



Largest Property Taxpayers 

The ten largest property-taxpayers in the City for fiscal year 2007-08 and their percentage of 
total property taxes are shown in the following table: . 

CITY OF MODESTO 
Principal Payers of Property Tax 

Rank Name 
Percent 

Value Tax Anzount .of Total 

Doctors Medical Center of Modesto 
Macerich Vintage Faire Limited 
Partnership 
Foster Dairy Farms 
Phenix Management Corp 
Stanislaus Partners 
HRC Modesto, LLC 
William 1,yon Homes Inc 
Brooks Landing Apt. Assoc. LLC Et Al 
Hamilton Meredith C Tr Et Al 
Gallo Glass Co 

Source: Stanislaus County 'Iax Collector. 

Employment 

The City forn~s part of the Modesto Metropolitan Area Labor Market (Stanislaus County) 
reported on periodically by the State Department of Employment Development. As of June 2008, 
this labor market had a total civilian ei~lployment of 213,800. 



The following table summarizes the civilian labor force, employment and unemployment in 
the County for the calendar years 2004 through 2007 and for the month of June 2008. These figures 
are county-wide statistics and may not necessarily accurately reflect employment trends in the City. 

MODEST0 METROPOLITAN STATISTICAL AREA 
Industry Employment and Labor Force 

(Annual ~ v e r a ~ e s ) ( ' )  

Civilian Labor Force 
Employment 
Unemployment 
Unemployment Rate 

Wage arid Salary Emplovment: 
Total Farm 
Natural Resources, Mining and - 

Construction 
Manufacturing 
Wholesale Trade 
Retail Trade 
Transport., Warehousing, Utilities 
Information 
Financial Activities 
Professional and Business Services 
Educational and Health Services 
1,eisure and Hospitality 
Other Services 
Federal Government 
State Government 
Local Government 
Total All Industries 

(') Latcst available information. 
Note: Totals may not add up bccausc of rounding 
Source: Labor Division of the California State Employment Development Dcpilrtment. 

Industrial and Commercial Development 

The City is located in the heart of California's Central Valley, a highly productive 
agricultural area. The availability of low-cost power, modern sewage treatment and disposal 
facilities, a good supply of water, reasonably priced developable land and excellent transpoltation 
facilities have been important factors in the development of a sound and growing industrial base. 

Approximately 432 commercial manufacturing plants are located in and surrounding the 
City, comprising a growing manufacturing base. Manufacturing accounts for approximately 18.9% 

' of all wage and salary workers. 



There are over 4,200 total net acres of industrially-zoned lands within the Modesto sphere of 
' 

influence, of wliich approximately 1,729 are within the City limits. Most of modes to"^ large 
manufacturing employers are located in the Beard Industrial District, situated south of Yosemite 
Boulevard in eastern Modesto. Such employers include E&J Gallo Winery, Frito-Lay, Del Monte, 
Parker Hannifin, Seneca, Georgia Pacific, and Weyerhaeuser. This area, highly developed and 
provided with all utilities and services, is located outside the City but is served by the Modesto and 
Empire Traction Company, a short-line railroad connecting with the Union Pacific and Burlington 
Northern Santa Fe (BNSF) railroads in the metropolitan area. The south Modesto industrial area, 
located within the City, is accessible by the Union Pacific railroad. The largest manufacturing 
employers in Stanislaus County as of December 2007, are as follows: 

STANISLAUS COUNTY 
~ a r ~ e s t  Manufacturing Employers as of December 2007 

Name of Compnny Employntent Product(s) 

E & J Gallo Wine 
Seneca Foods 

? Del Monte Foods 
Stanislaus Food Products 
Foster Farms 
Con Agra 
Racor 
Bronco Wine 
Frito-Lay 
Patterson Vegetable Company 

Winery 
Fruit Products 
Fruit Products 

Tomato Products 
Poultry Processor 
Food Processing 

Filtration Products 
Winery 

Snack Food Products 
Frozen Food Products 

Source: Stanislaus Economic Development and WorkSorcc Alliance. 

Construction Activity and Property Value 

"Single Fanlily Housing," includes detached, semi-detached, rowhouse and townhouse units. 
Rowhouses and townhouses are included when each ~tnit is separated from the adjacent unit by an 
unbroken ground-to-roof party or fire wall. Condominiums are included in single-family when they 
are of zero-lot-line or zero-property-line construction; when units are separated by an air space; or, 
when units are separated by an unbroken groiund-to-roof party or fire wall. "Multi-Fatilily Housing," 
includes duplexes, 3-4-unit structures and apartment-type structures with five units or more. 
Multi-family housing also i~icludes condominium units in structures of more than one living unit that 
do not meet the above single-family housing definition. "Residential Alterations and Additions," 
means alterations, additions, and conversions to residential stri~ctures, excluding special installation 
permits for electrical, plumbing, heating, air-conditioning, or similar mechanical work, or installation 
of fire escapes, elevators, signs, etc. 

"New Commercial," includes new hotels and motels, office and bank buildings, stores and 
other mercantile buildings, parking garages, service stations, and amitsement and recreational 
buildings. "New Industrial," includes manufacturing plants and affiliated buildings. "Other New 
Nonresidential," includes churches and religious buildings, hospitals and institutional buildings, 
schools and educational buildings, residential garages, public works and utilities buildings, and 
miscellaneous nonresidential structures. "Nonresidential Alterations and Additions," means 
alterations, additions, and conversions to nonresidential structures, excluding special installation 



pernlits for electrical, plu~nbing, heating, air-conditioning, or similar mcchanical work, or installation 
of fire escapes, elevators and signs, etc. 

Provided below are the building permits and valuations for the City for calendar years 2003 
through 2007. 

CITY OF MODEST0 
Residential and Nonresidential Building Permit Valuations 

and Total Residential Building Permits 

Permit Valuation 
New Single-family 
New Multi-family 
Res. Alterations & 
Additions 
Total Residential 
New Commercial 
New l~ldustrial 
New Other 
Non-Res. Alterations 
& Additions 
Total Nonresidential 
Total All Building 

New Dwelling Units 
Single Family 838 345 868 378 288 
Multiple Family 77 288 13 37 288 
Total 915 633 88 1 4 15 5 76 

Note: Totals may not add up because orrounding. 
Source: Building Permit Su~nrnary, City of Modesto. 



Commercial Activity 

The City is the retail, financial and service center of Stanislaus County. The City's economy, 
while primarily agricultural, does include other economic sectors. The table below summarizes 
taxable sales for the calendar years 2002 through 2006. 

CITY OF MODEST0 
Taxable Transactions 

Calendar Years 2002 through 2006 
(in Thousands of Dollars) 

Retail Outlets 2002 2003 2004 2005 2006 

Apparel stores 
General merchandise 

stores 
Food stores 
Eating and drinking places 
Home furnishing and 

appliances 
Bldg. materials and farm 

implements 
Auto dealers and supplies 
Service stations 
Other retail stores 
Subtotal 
All Other Outlets 
All Outlets 

Source: State ol'Cal~fornia, Board of'Equalization. 





Agriculture 

The City is located in one of the most productive agricultural areas in the United States. The 
County of Stanislaus ranks in the top ten of the nation's counties in sales of agricultural products 
with production primarily in fruits, nuts, livestock and animal products. There are 879,381 acres of 
farmland in production in the Coilnty. The following table summarizes historical agricultural 
production within the County for calendar years 2003 through 2007. 

STANISLAUS COUNTY 
Agricultural Production 

2003-2007 

Fruit and Nut Crops 
Vegetable Crops 
Field Crops 
Seed Crops 
Apiary 
Nursery Crops 
Livestock & Poultry 
Livestock & Poultry 

Products 

TOTALS $1,454,932,000 $1,978,434,000 $1,977,595,000 $2,148,152.000 $2,41337 1,000 

Source: Stanislaus County Department of Agriculture 

Fruit and nut crops amounted for nearly a third of the total annual gross value of farm 
production in the County. The production value of fruit and nut crops exceeded $775 million in 2007 
to rank as the major commodity group in the County. In 2007, almonds headed the list of prodi~cts in 
this group, with a gross value of inore than $465 million. The following table shows a listing of the 
leading agricultural commodities in 2007. 

LEADING FARM COMMODITTES TN STANTSLAUS COUNTY 

Commodity 
Gross Prodlictiun Value in 

2007 

Milk, All 
Almonds 
Chickens, All 
Cattle & Calves, All 
Walnitts 
Silage, All 
Deciduous Fruit & Nut Nursery 
Tomatoes 
Turkeys, All 
Peaches, All 

Source: Stanisliius County 2007 Agricultural Crop lieport. 



Educational Facilities 

There are 24 public elementary scl~ools, 4 junior high scl~ools, 9 high schools, and 
1 continuation high school within t l ~ e  City, plus a number of private institutions of learning. Higher 
education is provided by Modesto Junior College and California State University at Stanislaus, which 
offers both undergraduate and graduate degrees. 

Transportation 

The City is traversed by three state highways. Interstate 5, with which two of these state 
roads connects, passes approxi~nately 20 miles to the west of the City of Modesto. ?'he City is served 
by truck and bus lines. Rail service is provided by the Southern Pacific, Union Pacific and Santa Fe 
railroads. The Modesto City-County airport has daily scheduled committer service to San Francisco 
and Los Angeles. T l ~ e  deepwater port of Stockton, Califor~lia, located approxitnately 30 miles froin 
the City, provides shipping to coastal and overseas markets. 
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CITY of MODEST0 
(209) 577-5369 FAX(209) 571-5880 1010 Tenth Street, P.O. Box 642, Modesto, CA 95353 
~z+r?u. rnodesto~ov.corn ITDD (209) 526-921 1 Hearrrrw cmd Speech Imocrrred onlvl 

December 21,2007 

To the Honorable Mayor, Members of the City Council, and Citizens of the City of Modesto: 

The City of Modesto City Charter and Municipal Code require that a complete financial statement 
and report on the finances of the City be submitted to the City Council at the end of each fiscal 
year. This report is being submitted to fulfill that requirement for the fiscal year ended June 30, 
2007. 

City management assumes full responsibility for the completeness and reliability of the 
information contained in this report. We believe the data fairly represent the financial position 
and results of operations of the City. The disclosures necessary to enable the reader to 
understand the City's financial affairs have been included. ~ The City's accounting system has 
been developed and maintained with due consideration given to the adequacy of internal 
controls. Because the cost of internal controls should not exceed the anticipated benefits, the 
objective is to provide reasonable, rather than absolute, assurance that the financial statements 
are free of any material misstatements. The evaluation of the costs and benefits of particular 
control requires estimates and judgments by management. 

The Charter also requires an annual audit by an independent certified public accountant selected 
by the City Council. The accounting firm of Maze & Associates was selected in 2003 to perform 
the City's annual financial audits. The auditors have issued an unqualified ("clean") opinion on the 
financial statements for the year ended June 30, 2007, which is presented on page 3. In addition 
to meeting the City Charter audit requirements, the audit was also designed to meet the 
requirements of the federal Single Audit Act of 1996 and related OMB Circular A-133. The 
auditor's reports related specifically to the Single Audit will be presented separately at a later 
date. 

Management's discussion and analysis (MD&A) immediately follows the independent auditor's 
report and provides a narrative introduction, overview, and analysis of the basic financial 
statements. MD&A is designed to be read in conjunction with this transmittal letter. 

City of Modesto Profile 

Modesto is a dynamic city located in the heart of California's San Joaquin Valley and is the retail, 
service and financial center of Stanislaus County. The City currently occupies a land area of 
approximately 36 square miles and serves a population of over 209,000. Periodically, as allowed 
by state statute, the City extends its corporate limits by annexation when deemed appropriate by 
the City Council. 

Incorporated in 1884, Modesto adopted its City Charter on March 12, 1951, and has operated 
under the council-manager form of government since that date. Under this form of government, 
policy-making and legislative authority are vested in an elected council consisting of the Mayor 
and six members. The Modesto City Council is elected by chair on a non-partisan basis, 



meaning 6 members represent the entire City rather than specific geographical areas within the 
City's boundaries. The Mayor is elected separately on a non-partisan basis. The Mayor and 
City Council are responsible for passing ordinances, adopting and amending the operating and 
capital budgets, appointing various committee members, and hiring the City Manager, City 
Attorney, and City ClerklAuditor. The City Manager of Modesto is charged with carrying out the 
policies and ordinances of the City Council, overseeing the day-to-day operations of the City, and 
for appointing the Deputy City Manager and department heads, with general responsibilities for 
the Economic Development and Health, Safety & Culture components of the City's Vision. 
Support services departments, like Finance, Personnel and Information Technology report to the 
City Manager. 

The City provides services typically associated with a municipality. These include 
administrative services; police and fire protection; highway, street, and utility infrastructure 
construction and maintenance; sanitation; planning and zoning; recreational activities and cultural 
events. Parking, airport facilities, water, sewer, storm drainage and bus services are also 
provided. 

The City's financial reporting entity includes all funds and activities of the City of Modesto as the 
primary government and its component units, which are legally separate entities that operate 
under the auspices of the City and provide services that supplement City services. The City's 
component units are blended into the City's funds because their governing boards consist of all 
seven members of the City Council. These component units are the Modesto Municipal Sewer 
District No. 1, the Redevelopment Agency of the City of Modesto, the Modesto Public Financing 
Authority and the City of Modesto Community Facilities Districts. 

The annual operating budget serves as the foundation for Modesto's financial planning and 
control. The proposed budget is adopted annually prior to July 1, by passage of a resolution. 
The Council's legally adopted budget level is at the fund level. During the fiscal year, the budget 
may be modified. The City Council has also adopted fiscal policies that delegate budget control 
authority to the Council, City Manager and the Finance Director. 

Local economy 

Modesto area employment in retail and manufacturing remained strong over the past year. 
Retail sector jobs account for one-sixth of Stanislaus County's wage and salary workers with the 
man~jfacturing sector trailing close behind. Stanislaus County consistently ranks among the top 
10 California counties in terms of annual agricultural production values. The county's leading 
commodities are milk, almonds and poultry. 

The unemployment rate has remained fairly steady for the last several years and is 6.8%. Just 
over 10 years ago the unemployment rate was 15%. Since 2000, over 12,000 jobs have been 
added to the local economy, representing cumulative growth of more than 8%. Industries 
recording the most growth were: educational and health services; retail sales, and construction. 
Employees within the community enjoy an average commute time of 26 minutes. 

Building permit activity has boomed over the past decade. In fiscal year 1996, the City issued 
4,186 permits with estimated cost of construction valued at $1 14 million. Permit activity peaked 
in 2001, when 7,155 permits with construction valued at $477 million were issued, and activity 
has remained above 5,000 permits annually since 2001. During fiscal year 2007, 5,174 permits 
were issued valued at $228 million. 

Since 2000, the City's population grew 11.1% to 209,174. This population growth is largely 
attributable to the relatively low cost of housing compared to the Bay Area and to the growth of 
employment within the region. 



During the past ten years, public safety costs have risen not only in amount, but also as a 
percentage of total expenditures. Public safety represented 68% of total General Fund 
expenditures in 2007, compared with 62.4% ten years ago. Expenses for other governmental 
functions have remained steady or decreased compared to total fund expenses during the same 
time period, Increased staffing, driven by the growth in the population, as well as higher salaries 
and charges for retirement, have caused the increase in public safety charges. 

Lonq-Term Financial Planning 

In Fiscal Year 2003, the City Council adopted a policy of maintaining at least 8% of General Fund 
expenditures in reserve. At the end of Fiscal Year 2007, the General Fund unreserved and 
undesignated balance was $10.7 million representing 8.3% of total General Fund outflows 
(expenditures and transfers out). 

State Impacts 

Between Fiscal Years 1991 and 2005, the State of California diverted $36.6 million in local 
revenues from the City of Modesto into its own coffers. In 2005 the state enacted new legislation 
known as the Triple-Flip. As the name implies, a series of revenue exchanges take place leaving 
the City with 25% less sales tax revenue and more property tax revenue in its place. A similar 
exchange takes place leaving the City with property tax revenue in place of 67% of the In-Lieu 
Vehicle License Fees. These exchanges not only affect the character and amount of the 
revenues received by the City but also affect City cash flow, because a monthly stream of 
payments has been replaced by semi-annual payments. 

Important Financial Policies 

In 2003, the City Council adopted a series of financial policies that direct how the City's financial 
business is conducted. In addition to the 8% General Fund reserve level, these policies include 
direction on departmental annual budget savings, tracking of all transfers to the Redevelopment 
Agency for future payback, capital budgeting, interfund loan interest rates and investment pool 
interest allocation. These policies were reviewed and revised at the start of the 2007 Fiscal Year. 

Maior Initiatives 

During Fiscal Year 2005, California voters approved Proposition 1A. This initiative places stricter 
controls on the state's ability to divert local revenue. While this protection is seen as beneficial to 
local government, local revenues are still affected by the Triple-Flip component of the legislation 
described above. In Fiscal Year 2006, the last payment to be made under the revised legislation 
that shifted local property tax dollars to the Education Revenue Augmentation Fund was made. 
Now, with the State of California facing a $10 billion shortfall in revenues, it remains to be seen 
how the legislature will affect local revenues under Proposition 1A. 

Awards and Acknowledqments 

For the twenty-third consecutive year, the Government Finance Officers Association of the United 
States and Canada (GFOA) awarded a Certificate of Achievement for Excellence in Financial 
Reporting to the City of Modesto for its comprehensive annual financial report for the fiscal year 
ended June 30, 2006. To receive this recognition, the City must publish an easily readable and 
efficiently organized report. The report must satisfy both generally accepted accounting 
principles and applicable legal requirements. The award is valid for a period of one year. We 
believe that the current Comprehensive Annual Financial Report continues to meet the 
requirements of the program, and it will be submitted to the GFOA to determine its eligibility. 



The Comprehensive Annual Financial Report is the result of the cooperative work of many 
people. We wish to convey our appreciation to all members of the Finance Department team who 
assisted and contributed to its successful completion. In particular, we commend the Accounting 
Division staff responsible for the preparation of the report. 

Respectfully submitted, 

M. Wayne Padilla, CPA 
Director of Finance 
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ASSOCIATES 
,' 

ACCOUNTANCY CORPORATION 
3478 Buskirk A ve. - Suite 215 
Pleasant Hill, California 94523 

(925) 930-0902 . FAX (925) 930-0 135 
maze@mazeassociates.com 

INDEPENDENT AUDITOR'S REPORT www.mazeassociates.com 
ON BASIC FINANCIAL STATEMENTS 

To tlic Honorable Mayor and Members of tlie City Council 
C ~ t y  of Modesto, California 

w e  have aud~ted the financial statements of the governmental act~vities, the business-type activities. each major 
fund, and the aggregate rema~ning li~nd ~nformation of thc City of Modeslo as of and for thc year cndcd June 30, 
2007, which collectively comprise thc C~ty's basic financial statcnicnts as l~sted in the Trrble of Contents. These 
financial statements are thc rcsponsibil~ty of the City's management. Our responsibility is to express an opinion on 
these iinanc~al statements based on our audit. 

We conducted our aud~t  in accordance with generally accepted auditing standards in the United States of Arncrica and 
the standards for financial audits contained In Governn7ent Auditing Stan~fard~,  issuetl by the Comptroller General of 
the Un~ted States. Those standards rcqillrc that we plan andperform the audit to obtain reasonablc assurance as to 
whcther the financial statctnents are free of material misstatement. An audit includes examining, on a test basis, 
evidcncc support~rig the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting pnnc~ples used and significant esiimates made by management, as well as evaluating the overall 
financial statement prcscntation. We believe that our audit provides a reasonablc basis for our opinion. 

In our opinion the basic financial statements referred to above present fairly, in all material respects, the financial 
pos~tion of the govcnimcntal activitics, the business-type activitics, each major fund, and thc aggregate remaining 
fund information of the City of Modesto as of June 30, 2007 and the respective changes in the financial posit~on and 
cash flows, where applicable, thereof for the year then ended, in conformity w ~ t h  generally accepted accounting 
pr~nciples in the United States of America. 

In accordance w~th  Govemmcnt Aud~ting Standards, wc have also issued reports dated December 14, 2007 on our 
considerat~on of the City's internal control structure and on its compliance withlaws and regulations. 

Management's D~scussion and Analys~s and the Budget and Actual staterncnt for the General Fund are not a 
required part of tlie basic financial statements b ~ ~ t  are supplementary information required by the Government 
Accounting Standards Board. We have applicd ecrtain litnitcd procedures, which consisted principally of inquiries 
of management regarding thc methods of nieasurcmcnt rind presentation of thc required supplementary informat~on. 
Howcvcr, \vc did not audit this ~nformation and express no opinion on it.  

Our audit was conducted for the piirpose of forming opinions on the financial staterncnts that collectively comprise 
the bas~c  financial statements. The Co~iib~ning and Individual Fund Statements and Schedules l~stcd in the Table of 
Contents are presented for purposes of add~tional analysis and are not a requ~red part of the basic statements of the 
C ~ t y  of Modcsto. This infonnat~on has been subjcctcd to thc auditing procedures appl~cd in thc aud~ t  oftlic basic 
financial statemcnts and, in our opinion, is fairly stated in all material rcspccts In rclation to thc basic linanc~al 
statements taken as a whole. 

The introductory section and statist~cal section listed in the Table of Contents have not been subjected to tlic 
auditing procedures applied in the audit of tlic basic financial statements and, accordingly, we exprcss no oplnion on 
them. 

-9 & h o d w  
December 14,2007 

A Professional Corporation 
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Management's Discussion and Analysis 

This scction of the City of Modcsto (City) comprehensive annual financial report prescnts a discussion and analysis of thc 
City's financ~al performance during the fiscal ycar cnded June 30, 2007. Plcasc scad it in conjunction with thc transmittal 
letter at the front of this report and thc basic financial statements following this scction. 

FINANCIAL HIGHLIGHTS 

The assets of the City cxcccdcd liabilities at thc closc of thc 2007 fiscal ycar by $724,416,295 (total net assets). Of 
this amount, $127,047,078 (unrestricted net tr.s.set.s) may be used to meet ongoing obligations to citizens and 
creditors, $93,168,664 is restricted for a specific purpose (r.e.stricted net assets), and $504,200,553 is invested in 
capital assets, net of related debt. 

The City's total net assets increased by $21,948,132. All of this lncrcase is attributable to business type act~vities. 

As of Junc 30, 2007, the City's governmental funds reported combined fund balances of $138,763,177. a decrease of 
$10,898,941) in comparison with the prior ycar. Approximatcly 68% of thc comb~ncd fund balanccs, $94,853,284 is 
available to meet the City's current and future needs (u17r.eser~vedfirnd l~alunce)). 

At the end of thc fiscal year, the General Fund fund balance was $14.448,883, or 12% of total Gcncral Fund 
cxpenditures. Of this, $3.7 million is rcscrvcd for cncu~nbranccs and non-current asscts. The 
unrcscrvcdiuudcsignated balance of $10.71 3,910 rcprescnts 8.3% of total Gcncral Fund outflows. The City Council 
has adopted a goal of ma~ntaining an 8% rcscsve level. 

The City's total long-term debt showed a net increase of $69,006,844 in comparison with the prior year. Lease 
revenue bonds were partially refunded for a net increase of $3.9 million, including $2.6 million of new construction 
funds, new debt was issued for Water and Sewer projects ($46.3 and $16.5 n~illion, respectively), and an increase in 

' 

compcnsatcd abscnccs liabilities of approxi~natcly $6.3 million were offset by principal and other reductions of 
approximately $4 m~llion. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis are intended to serve as ail introduction to the City's basic tinancial statements. The City's 
basic financial statements comprise three components 1) Government-wide financial statements; 2) Fund financial 
statements and 3) Notes to basic financial statements. Required Supple~nentary Inforn~ation is included in addition to the 
basic financial statements. 

I 

Government-wide Financial Statements arc dcsigned to prov~dc readers with a broad ovcrvicw of City financcs, In 
a manncr similar to a private-sector business. 

The statement o f  net rcssrts prcsents infonnation on all City asscts and liabilities, with the diffcrencc bctwccn the two 
rcpol-tcd as net trssets. Over time, incrcascs or dccrcases in net asscts may serve as a uscfi~l indicator of whcthcr the 
financtal position of thc City is improving or dctcriorating. 

The .statement o f  activities presents ~nforn~a t~on  showing how net assets changcd during the most recent fiscal year. All 
changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regarclless of the 
timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will result in 
cash flows in future fiscal periods (c.g., uncollected taxes and earned but unused vacation leave). 

Both of these govcmmcnt-widc financial statcmcnts distinguish fi~nctions of the City that arc principally supported by 
taxes and intcrgovcmmental revenues (governmental activities) from other functions that are intcnded to recover all or a 
portion of their costs through user fees and charges (bz1sir2es.s-type activit~e~s). The governmental activities of the City 
include general government, com~nunity development, highways and streets, public works, parks and recreation, and 
public safety. The business-type activities of the City include the water, sewer, parking, stonn drain, airport, bus, golf 
and community center operations. 

Co~nponcnt units arc Included in our basic financial statemcnts and consist of legally scparate cntltlcs for which the City 
is financially acco~~ntable and that have substantially the same board as the City Council, or provide services entirely to 
the City. Examples are the Redevelopment Agency of the C ~ t y  of Modesto and the Modesto Public F~nancing Aitthority. 



Management's Discussion and Analysis (continued) 
The government-wide financial statements can be found on pages 17-19 of this report. 

Fund  Financial Statements  are groupings of related accounts that are uscci to maintain control over resources that 
have been segregated for specific activities or objectives. The City, like other slate and local go\lernments, uses fund 
accounting to ensure and demonstrate finance-related legal compliance. All of the funds of the City can be divided into 
three categories: gove~~ritnental fimds. uro~~rietarv futzds and fiduciarv furids. 

Governmental fuitds are used to account for essentially the same functions reported as governmenla1 activities in the 
government-wide financ~al statements. However, unl~kc the government-w~de financial statements, governmental funds 
financial statements focus on near-term inflows and outf7ows ofspendable resources, as well as on balances of spenduble 
resources available at the end of the fiscal year. Such infonnation may be useful in evaluating the City's near-tern1 
financing requirements. 

Because the focus of govenlmental funds is narrower than that of the government-wide financial statements, it is uscful to 
compare the information presented for governniental,furzd with sinltlar ~nforn~a t~on  presented for governnicntal acti1~itie.s 
in the government-wide financial statements. By doing so, readers may better understand the long-tern] impact of thc 
government's near-term financing dec~sions. Both the governmental funds balance sheet and the govcrnnicntal funds 
statement of revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this comparison 
between goverr~niental,/utzds and governmental ncrivities. 

The City reports 18 individual governmental funds. Information is presented separately in the goven~mental funds 
balance sheet and in the governmental funds statement of revenues, expenditures and changes in fund balances for the 
General Fund, the Capital Facility Fees Fund and the Cotnmunities Facility District Fund. Data from the other 
governmental funds are combined into a single, aggregated presenlation. Individual fi~nd data for each of these non-major 
governmental funds is provided in the form of combinirzg stc~temerzts elsewhere in this report. 

The governmental funds financial statements can be found on pages 20-23 of this report 

Proprictaryfrrnds are maintained two ways. Etzterpri.~e,fitnd~ are used to report the same fi~nctions presented as hvsi~iess- 
[vpe activ~tres in the government-wide financial statements. The City uses enterprise funds to account for its Water, 
Sewer, Parking, S t o m  Drain, Compost, Airport, Bus, Golf and Commi~n~ty Center operattons. Interrzal servrce funds are 
an accounting device used to accumulate and allocate costs internally among the City's various functions. The City uses 
internal sewice funds to account for its Fleet Management, Central Services, lnfonnation and Tech~>oIogy Services, 
Insurance, Enlployce Benefits Management and Building Scrvices functions. Because these services prcdomitlantly 
benefit governmental rather than business-type functions, they have been included within gover-nmental activities in the 
govcrnmcnt-wide financial statements. Internal services benefiting business-typc functions have been alloeatcd as 
"internal balances". 

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail. 
The Water, Sewer and Bus funds are considered to be major funds of the City. The City's six internal service funds are 
combined into a srngle, aggregated presentation in the proprietary funds financial statements. Ind~vidual fi~nd data for the 
internal service funds is provided in the form of comljining statements elsewhere in this report. 

The proprietary funds financial statements can be found on pages 24-27 of this report. 

Fiduciary fiirzds are used to account for resources held for the benefit of parties outside the government. Fiduciary fi~nds 
are not retlected in the government-wide financial statements because the resources of those funds are not available to 
support the C~ty's own programs. The accounting used for fiduciary funds is much like that used for proprietary funds 
except for agency funds. 

The fiduciary fund financial statements can be found on page 28 of this report. 

Notes  t o  Basic Financial Statements  provide additional information that is essential to a fill1 understanding of the 
data prov~ded In the government-w~de and fund financial statements. The notes can be found on pages 29-54 of this 
report. 



Management's Discussion and Analysis (continued) 

Required Supplementary Information is also presented. The City adopts an annual appropriated budget. Budgetary 
comparison schedules for the major governmental fi~nds have been provided to de~nonstratc compliance with this budget. 

Required supplenlentary information can be found on pages 56-58 of this report. 

The cornhinrng and indivirllral jirnd statements and .scl7edule.s referred to earlier provide infonnation for nonmajor 
governmental, enterprise and internal service funds and are presented immediately following the required supplementary 
information. Combining and individual fi~nd statements and schedules can be found on pages 62 -98 of this report. 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

As noted earlier, net assets may serve over time as a useful ~nd~ca to r  of a government's financial position. In the case of 
the City, assets exceeded liabilities by $724,416,295 at the close of the most recent fiscal year. 

Net Assets 

Current and other assets 
Capital assets 

Total assets 

Governmental act~v~ties Business-type activities Total 
2007 2006 2007 2006 2007 2006 

$235,977,387 $235,172,812 $151,849,527 $75,157,357 $387,826.914 $310,330.169 

376,422,992 362,971,175 294,466,111 284,722,417 670.889.103 647.693.592 

612,400.379 598,143,987 446,315,638 359,879,774 1,058,716,017 958,023,761 

Current and other liabilities 
Long-term liabil~t~es 
Total liab~lities 

Net assets: 
Invested in cap~tal assets, net of 

related debt 333,409,532 296,401.824 170,791,021 220,881,691 504,200,553 517,283,515 
Restricted net assets 93,168,664 120,937,678 93,168,664 120,937,678 
Unrestricted net assets (12,566,297) (2.303.306) 139,613,374 66,550,276 127,047,077 64,246,970 

Total net assets $414,011,899 $415,036,196 $310,404,395 $287,431,967 $724,416,294 $702,468.163 

The largest portion of the City's nct asscts, $504,200,553 (70 percent), reflects its investment in capital assets (e.g. land, 
buildings, ~mprovemcnts, furnishings and equipment, buses and fare boxes, pipel~nes, and infrastructure), less any related 
debt used to acquire those assets that is still outstanding. The City uses these capital assets to provide servlces to citizens; 
consequently, these assets are not available for future spending. Although the City's investment in its capital assets is 
reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other 
sources, since the capital asscts themselves cannot be used to liquidate thcsc liabilities. 

Another significant portion of the City's net assets represents ~mrestricted net assets of $127,047,0787 (17 percent), 
which may be used to meet the City's ongoing obligations to e~tizens and creditors. 

The remaining balance of the City's net assets of $93,168,664 (13 percent) represents resources that are subject to 
external restrictions on how they may be used. 

At the end of the 2007 fiscal year, the City reported positive balances in all three categories of net assets for the City as a 
whole. 

The City's net assets ~ncreased by $21,948,132 during the current fiscal year. All of this increase is attributable to 
Business-type activities. 



Management's Discussion and Analysis (continued) 

The following table indicates the changes in net assets for governmental and business-type activities, as well as 
comparative data for the prior year: 

Changcs in Net Assets 

Goverriinental activ~ties Business-type activities Total 

2007 2006 2007 2006 2007 2006 
Revenues. 
Program revenues: 

Charges for services $39,977,342 $39,789,386 587.8 16,684 $79.482,23 1 $127,794,026 119,271,617 
Operating grants and contributions 12,701 ,I 77 1 1,892,s 1 1 1 1,059,129 8.3 17.889 23,760,306 20,210,400 
Capital grants and contr~bulions 4,207,389 38,484,548 7,962,675 10.467.873 12,170,064 48,952,421 

Gcneral revcnucs: 
Taxes 56,747,933 52,816,226 222,776 207,749 56,970,709 53,023,975 
Grants and contr~but~ons not 

restr~ctetl for specific purposes 48.287,468 48.685.3 1 1 48,287.468 48,685,311 
Unrestr~cted Investment earnlngs 8.330,079 3.255,401 5,406.639 2,504,291 13.736.71 8 5.759.692 
Settlements and recoveries 3,784,295 3,784,295 
M~scellaneous 3,582,325 2.827,161 3,582.325 2,827,161 

Total revcnucs 173,833,713 197.750,544 1 12,467,003 104,764.328 286,301,616 302,s 14,872 

Expenses. 
General government 
Com~nunity development 
I-tighways and streets 
Publlc works 
Parks and recreation 
Public safety 
lntcrcst on long-tcnn debt 
Parking 
Water 
Sewer 
Stor111 dram 
Compost 
A~rport 
Hus 
GolS 

Total expenses 

lncrcasc in nct asscls before transfers 129,335 46.05 1,352 22,324,294 25,644,268 22.453,629 71,695,620 
Transfers (I ,  153,632) (1,4 16,790) 1,153,632 1,4 16.790 
Special item (505,498) (1,736,054) . (505.498) (1,736,054) 

Change in net assets (1,024,297) 44,634,562 22.972,428 25.325.004 21,948,13 1 69,959.566 
Net assets - beg~nning 4 15.036,196 370,40 1,634 287,43 1,967 262.106,963 702,468,163 632,508.597 

Nct assets - cnding $41 4,011,899 $4 15,036,196 $3 10,404.395 $287,43 1,967 $724,4 16,294 $702,468,163 



Management's Discussion and Analysis (continued) 
Governmental activities. ~ovcrnmcntal activities dccrcascd the city's-nct asscts by $1,024,297. Taxes (mainly 
Property and Utility Users taxcs) incrcascd about $4 niillion over 2006, due to rising tax btrsrs; tax rates rcmaincd the 
same, l11tergovcmmental revcnues in total wcrc just slightly less than the previous ycar. However, Sales tax dcclincd by 
$1.7 ni~llion and Motor Veh~clc Liccnsc rcvcnuc ~ncreased $1.2 rn~llion. Salcs tax revenue from the State of Cal~fornia 
took a marked downturn in the fourth quarter (liscal), while changes in the State's distribution of Motor Vehicle License 
revenues are now tied more to property tax trends than the purchase and licensing of new vehicles. The largest change 
from the prior ycar IS in capital grants and contributions, with $30 million coming from Community Facilities District 
(CFD) bonds issucd in 2006, and not repeated in 2007. These CFD bonds have no City commitment, so thc debt is not 
reported as long-tern1 debt and the procceds wcrc recorded as revenues in the 2006 financial statements. Finally, 
investment earnings grew by $5 n~illion due to more favorablc investment yields. 

Expenses in total are up $22 million, or 14%, due largely to salary and wage increases (3-3.5%). For 2007, the City's 
Community Forest~y operation was moved to the Public Works function from Highways and Streets, resulting in a $4 
million shift between those functions. 

Business-type activities. Business-type activities incrcased thc City's net asscts by $22,972,428. As detailed in the 
schedule on page 12. the Water, Sewer, Conlpost and Airport enterprises postcd net incomes during the period. Net 
losses were experienced by Park~ng, Bus, Storm Drain, Golf and Community Center operations. Depreciation expense. 
which is the major cause of these net losses, is not included in these funds' budgets or revenue-setting processes. Stonn 
Dram rates w ~ l l  be rev~ewed in 2008. 

Chargcs for services arc up about $8.3 rn~llion, due In part to a 5% watcr rate increase that became cffcctive on July I, 
2006. Settlements and rccoverics revenue dccrcascd $3.8 m~llion, as PCE scttlcments slowed pending the outcome of 
litigat~on (sce Note 11. L). Investment earnlngs grew by $2.9 million due to more favorable lnvestnlent y~elds and growth 
in the invcstrnent portfolio resulting from the deposit of water and wastewater bond proceeds. F~nally, expenses across 
the board are up, primarily due to general increases in salaries and benefits, and the rise in util~t~es, fuel and materials 
costs. 

FINANCIAL ANALYSIS OF THE CITY'S FUNDS 

As noted earlier, the City uscs fitnd nccorrnting to cnsure and dcmonstrate compliance with finance-related legal 
req~~irements. 

Governmental frrnds. The gcncral government functions arc contained in the general. special revenue, capital projects, 
and dcbt scrv~cc fi~nds. The focus of thc City's governn~eniul/undss is to provide information on ncar-te~m inflows, 
outflows, and balances of .spenduble resources. Such information is useful in assessing the City's tinanc~ng rcquiremcnts. 
In particular, tmrcserved,fund balance may sclve as a useful mcasure of a government's net resources available for 
spending at thc cnd of thc fiscal year. 

At June 30, 2007, the City's govcrnmcntal funds rcported combincd fi~nd balatlces of $138,763,177, a dccrcasc of 
$10,898,940 from the prior year. Approximately 68% of the combined fund balances $94,853,284 constitutes zlnreserved 
/und balunce, which is available to meet the City's current and futurc nccds. Thc remainder of fund balance is resel-ved to 
indicate that it is not available for new spending because it has bccn committed: 1 )  to pay dcbt service ($7,390,425); 2) to 
reflcct advances to other funds, loans receivable and propcrty held for resale that are long-tern1 andlor do not reprcscnt 
available spendable resources ($15,347,594); 3) to liquidate contractual commitments of the period ($15,783,614); and 4) 
to meet Redevelopment Agency low and moderate income housing set-aside requirements (S5,388,260). 

The Gcneral Fund is the chief operating fund of the City. At June 30, 2007, u~~rcscrvcd fund balance of the General Fund 
was $10,713,910 whilc total fiund balancc was $14,448,883. As a .measure of thc General Fund's liquidity, it may bc 
useful to compare both unrcscrvcd fund balance and total fund balance to total fund expenditures. Unreserved fund 
balance represents 9.2 percent of total fund expenditures, while total fund balance represents 12.4 percent of that same 
amount. The prior year ratios were 20% and 22%,, respect~vely. The use of the fund balance reserves was planned and 
budgeted during the year. 

Rcvcnues of govcmmental fi~tlds totaled $171,615,967 in fiscal year 2006-2007, which rcprescnts a decrcasc of 11.7% 
from fiscal ycar 2005-2006. 

Expenditures of govcr~lmcntal funds totaled $184,277,408 in fiscal year 2006-2007, rcprcsenting an increase of 14.3% 
over the prior year. 



Management's Discussion and Analysis (continued) 
The following table presents governmental fund revenues from various sources, with comparisons to the prior ycar: 

Revenues Classified by Source - Governmental Funds 

FY 2007 FY 2006 Increase (Decrease) 
Revenues by Source Amount Percent Amount Percent Amount % Change 
Taxes $56.748.0 17 33.1% $52,816,596 27.2% $3,931,421 7.4% 
Licenses and permits 
Intergovernmental 
Charges for servrces 
Special assessments 
Interest and rent 
Net increase (decrease) in fair value 
Fines and forfeits 
Contrlbutron of property owners 
M~scellaneous 
Total 

Taxes -Utility Users taxcs. Property taxcs. and Rcdevclop~ncnt Agency Tax Increment (an allocation of' property taxes) all 
Increased over the prior year (5.8, $.2.1, and $.9 m~llion, respectively), while the other tax categories showed only sl~ght increases 
due to rising tax bases; tax r(1le.s remained unchanged. 

lntcrgovcmmcntal - State sales taxes and motor vehicle license fccs make up over half of thesc revenues. Salcs tax was down 
S1.7 ~nll l~on,  but vehicle l~censc fees were up $1.2 m ~ l l ~ o n .  The balance of thc overall incrcase is due to higher grant revcnues 
f'~o11i more aggressive grant billing during the year. 

Charges for services - Included in this category are the Capital Facilities and Community Facility D~stnct Fees charged to 
mltigate the impact of new development on City infrastructure needs. These fees decreased $.8 m~llion from the prior year, due to 
an overall slowing of new constn~ction. 

lnvcstmcnt rcvenucs increased over $2 million due to niorc favorable market conditions. F~ncs and forfeitures ~ncreascd from the 
red light camera enforcement program and an Increase In lowcd vehicle rclease fccs. 

Contributions from property owners -This source was unlque to the prlor year, and represented the proceeds of bonds issued by 
the Community Fac~l~ty  Districts that will be repard by district charges to property owners. The City has no commitment for the 
repayment of these bonds. 

The following table presents expenditures by function compared to prior year amounts. 

Expcnd~tures by Funct~ons 
Governmental Funds 

Exp by Function 
General government 
Commun~ty development 
H~ghways and streets 
Publ~c works 
Parks and recreation 
Publlc safety 
Cap~tal outlay 
Debt Serv~ce-principal retirement 

Debt Serv~ce-interest charges 
Debt Serv~ce-Advance refunding 
Debt Serv~ce-other 
Total 

FY 2007 FY 2006 Increase (Decrease) 
Amount Percent Amount Percent Amount O/o Change 

$15,517,544 8.4% $ 14,l 1 1.535 8.8% $1,406,009 10.0% 
1 1,789,640 6.4% l2.296.072 7.6% (506,432) -4.1% 
12,553,681 6.8% 14.357,041 8.9% (1,803,360) -12 6% 
1 1,307,307 6. I % 5,647,023 3.5% 5,660,284 100.2% 
13,348,613 7.2% 1 1,662,263 7.2% 1,686,350 14.5% 
80,988,650 43.9% 74,527,875 46.2% 6,460,775 8.7% 
30,194,778 16.4% 21,563,774 13.4% 8,63 1,004 40.0% 

2,008,538 1.1% 1,901,827 1.2% 106,71 1 5 6% 
4,413,300 2.4% 4,576,780 2.8%) (163,480) -3 6% 

822,228 0.4% 822,228 100.0'% 



Management's Discussion and Analysis (continued) 
The following provides an explanation of tlic expenditures by function that changed significantly over the prior year: 

General government -Expenditures increased about 51.4 million, or 10% over the prior ycar, generally due to modest 
salary and benefit increases during the year. 

Highways and streets - Expenditures show a decrease of $1.8 million or 12.6%, mostly due to a reclassification of 
the $5 million Community Forcstry division from Streets to Public Works. 

Public Works -As  noted above, the Community Forestry operations are now included in this category. 

Public safety -Expenditures increased about $6.5 million. or 8.7% over the prior ycar. Cost of living increases and 
related bcnefits and pension costs contributed significantly toward this increase. 

/ 

Cap~tal outlay -The Increase of $8.6 ~n i l i~on  the substantial expenditure of the prior year Community Facilities 
Districts bond fi~nds on infrastructure improvements in the Districts. 

Other financing sourccs and uses are presented below to illustrate changes from the prior year: 

Other Financing sources (Uses) 
Governmetital Funds 

'l'ransfers in 
'l'ransfers out 
Proceeds of loans payable 
Procccds of lease rcvcnuc bonds 
Pay~ncnts to ref\~nded ccrt~ficates of 
participation cscrow agent 

Sole of assets 
Net financing sources (uses) 

Incrcasc/(l>ecrease) 
1:Y 2007 FY 2006 Amount Percent 
$23,985,863 1517,724.718 $6,261.145 35.3%) 
(26,399,280) (20,267,476) (6,13 1,804) 30.3%, 

44,138 44.138 100.0% 
62,275,000 62,275,000 1 O0.O1%j 

Transfers - The City uses interfi~nd transfers to: (I)  move revenues from the funds that collect them in accordatice 
with statutory and/or budgetary requirements, (2) use ulirestrictcd revenues collected in the General Fund to help 
financc various programs and capital projects accounted for in other funds in accordance with budgetary 
authorization, and (3) move cash to debt service funds fsom the funds responsible for payment as debt service 
payments become due. 

The net transfers,fi.ottz governmental fi~nds for 2007 were ($2,413,417), compared to $2,542,758, in the prior year. 
This net transfer is to tlic proprietary funds, and consists mainly of the operating subsidy to Commun~ty Center 
operations and funding to the Fleet internal services fimd for vehicle and equ~pment replacement. 

The annual totals for both transfers in and out vary, depending on the nature of the activities that are undertaken each 
year. 

Dcbt transactions - The City received $44,138 proceeds from a loan from the Staninslaus County Economic 
Dcvclopmcnt Bank for business park planning costs. In addition, this sclicdule reflects tlic effects of the pastial 
refunding of the 1998 leasc revenue bonds. Add~t~onal information can be found in Note C. Long-tern1 Debt. 

Salc of assets - In 2007 the City sold the deco~nmissioned park at 17"' and G Strcets to the Redevelopment Agcncy 
for fi~ture use in an affordable housing project. The procccds represent thc appraised value of tlic propcrty. 

The currcnt year excess of revenues and other financing sources over expenditures rind other financmg uses is presented 
in the following table: 



Management's Discussion and Analysis (continued) 

Statement of Revenues, Expenditures, and Changes in Fund Balances 
Governmental Funds 

-- 

The fund balance of the City's General Fund decreased by $8,860,632 during the fiscal year. Total revenues increased 
$3.1 million, while expenditures increased $12.6 million over the prior year. While revenues didn't increase as much as 
projcctcd, these changes were c o l i s i s t c n t  with plans to spend down the General Fund reserves closer to the City Council's 
adopted 8% level. 

Capital Facil~ty Fee revenues, derived from impact fees on new development, decreased $1.9 million from the prior year, 
retlecting the decrease in housing starts. Expenditures on capital projects increased by $931,112. Yet, revenues still 
exceeded e x p e l l d ~ t i ~ r e s  by $1 .1  million. The significant fund balance is budgeted for large, m u l t i - y e a r  projects to mitigate 
the effects of growth on t h e  community. 

Commun~ty Facility Districts became a major fund in  2006 with the infusion of $30 million from bonds issued that year. 
Regular CFD chargcs were $3.8 million more than in 2006, but expenditures increased almost $10 million. Sign~ficant 
expenditures on capital projects are expected to continue over the next 3 years. 

Proprietary funds. Thc City's proprietary funds provide the same type of information found in the 
govcmmcnt-wide financial statements, but in more detail. 
The followiilg table shows actual revenues, expenses and rcsults of operations of enterprise funds for the 
current fiscal year: 

Major Funds Ncrnn~~ijor Funds 

Ston11 Colnlnur~~ty 
Weter Sewer . Bus Park~ng Drat11 Compost A~rpori Golt Centor Total 

Operatl~ig revenocs $49,305,033 $24,833,019 $2,515,790 $1,128,755 $5,403,374 $1,254,137 $604,214 62.189.384 $552.878 $87.816,684 
Operat~ng ehpenses (32,466,468) (21.271.818) (13,614.093) (1.441.551) (6,546,654) (l.l'J332.5) (2.00X.982) (2,172.537) (2.488.250) (83,204,378) 

Operat~ng l~lco~ne (loss) 16.838,56.5 3,S61,101 (1 1,068,303) (3 12,896) (1,143,180) 60,212 (1,401,768) 16.847 (1,935,372) 4,612,306 

Non-operzit~~~g revenues 
(expen\es), net 1.329.710 (217,291) 9.886.461 37,724 (219.287) 42.464 1.004.763 (I 98.809) 490.142 $1 2,125.877 

Incolne (loss) before 
cap:l:ll conmhut~ous. 
transfers and .ipec:al 
ltcnls 18.168,275 3,3 13,910 I l 4 )  (275.1 72) (1,362.467) 102,676 (400,005) ( I  X I  ,962) (1,445,230) 16.738.183 

Contnbutio~is, transkrs 
nnd special ~telns 2.248.550 2,618,988 299,457 180.000 844.912 (99,000) 1.087.352 42,061 724,826 7,947,146 

Net ~rlcolne (loss) $20,416,825 $5332.898 ($882.385) ($95,172) ($51 7.555) $3.676 5687.347 ($ I39,')OI) ($720,401) $24,685,329 

The Water, Sewer, Compost, and Airport enterprises posted net incomes during the period. It is important to note that 
while the Water and Sewer funds show rather h e a l t h y  operating results, capital improvement e x p e n d i t u r e s  and debt 
service pr~ncipal payments incurred during the year are not reflected in the e x p e n d i t t ~ r e  totals shown above. N e t  losses 
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Management's Discussion and Analysis (continued) 
were experienced by the other enterprise funds. Golf and Community Center normally receive annual operating subsidies 
from the General fund, but these subsidies do not cover dcpreciatioil expenses, resulting in net losses overall. This is also 
the ease with the Bus fi~nd, which receives capital funding from the federal government. Also, the Golf fund did not 
receive a subsidy it1 2007. Revenues in the Water utility fund rose during the year due to an average 5% rate increase, the 
last in a series of rate increases to fund capital improvements and debt service, as well as normal growth in the customer 
base. 

GENERAL FUND BUDGETARY HIGHLIGHTS 

( Budget to actual  tif formation for the major governmental hnds  are presented as Required Supplementary Information, 
beginning on page 56 of this report. 

While the City Council amended the budget several times, the differences between the original budget and the final 
amended budget for the General Fund were relatively minor. The estimated revenues increased about $3.7 million (3%), 
while total appropriations wcrc incrcascd $5.6 million, or about 5%. These amendments, generally, wcrc to adjust the 
actual beginning balances and carryovers after closing the prior fiscal year, and to reflect adj~tstmcnts to currcnt estimates 
based on the periodic monitoring of revenue and cxpendih~res throughout the year. 

Revenues came in $3.1 million less than the final estimates. Variances in Sales tax ($2.3 million), Property taxes 
($400,000) and construction related revenues ($600,000) were due to the effects of the sub-prime mortgage market that 
hit in the fourth quarter of fiscal 2007. 

Expcndih~res, overall, were $3.2 million under budget, primarily due to efforts of departmcnts to realize savings, and 
certain purchases being dcfcrred to future periods. 

CAPITAL ASSETS AND DEBT ADMINTSTRATION 
- 

Capital assets 

The City's i~~vestmcnt in capital assets for its governmcntaland business-type activities as of June 30, 2007, amounted to 
$670,889103 (net of accumulated dcpreciation). The total increase in the City's investment In capital assets for the 
current period was 3.6 percent. Cap~tal assets, net of dcprcciation, for the govcrnmcntal and bus~ness-type activities arc 
presented below to illustrate changes from the prior year. 

Increase 
Governmental Business type Total (decrease) 

Hu~ldings 
lmprovcmcnts 
Furnishings and 
cqolpnicnt 
Equlpmcnt pool 
Strccts 
Slgnalizatlon 
Uricigcs 
Huscs & farcboxcs 
Plpcl~ncs 
Constnlction in 

Percent 
Changc 

4.hl/o 
-5.1% 
-6.2% 

$ change 
S2,26 1.41 X 
(3,540,642) 
(4,722,905) 

propess 29.257.1 24 12,096,542 43.405,662 28,642,007 72,752,786 40,738.549 78.6% 32.014,237 
Total $376,422,992 $362.97 1,175 $294,466,1 1 1 $284.722,417 $670,889,103 $647,693.592 3.6% $23,195,5 1 1 

Major capital asset events during the current fiscal year included the following: 

Construction in progress - - Governmental fund ~ncreascd due to bond-financed CFD road improvements, roundaboi~ts 
and a pedestrian overcrossing in Village I. Business type increases were in Water ($6 million) and Sewer ($9.2 
million) improvements. 

T.,and - R~ght-of-way was acquired for the widening of the Pelandale expressway to six lanes. 

13 



Management's Discussion and Analysis (continued) 
Thc City's infrastructure assets arc recorded at historical cost 111 the government-wide financ~al statements. Depreciation 
cxpense IS recorded using thc stra~ght-linc mcthod, based on csti~nated useful life of the assct. Additional information on 
the City's capital assets can be found in note 1I.B on pages 37-38 of this repost. 

Long-term debt 

At June 30, 2007, the City had total long-term liabilities outstanding of $302.558,966, nct of unamortized discounts and 
dcfcrrcd amounts on refunding, as compared to $233,552,122 in the prior year. This amount was comprised of 
$66,440,000 of lease revcnue bonds, $90,826,989 of certificates of pasticipation, $51,558,192 of revcnuc bonds payablc, 
$67,888,5123 of estimated compensated absences, $16,626,237 of claims liability, $2,407,414 of loans payable, 
$2,083,189 of developer advances, $362,987 of capital leases, and $4,365,446 of notes payable. During the year, 
retirement of debt and other reductions amounted to $82,5 13,O 16, and new debt and other additions totaled $15 1,s 19,859. 
These totals include the effects of rehnding most of the 1998 lease revenue bonds ($58 and $62 million, respectively) , 
the issuance of new Water certificates of participation and Sewer revenue bonds ($46.3 and $16.5 million, respectively), 
and new estimates for compensated absences ($6.3 million). Additional information on the City's long-term dcbt can be 
found in note 1I.C on pagcs 39-47 of this rcport. 

Modesto maintains an Employee Benefits internal service fiind (EBF) to pay a postion of retiree health benefits and other 
employee related expenses. While the City has yet to implement GASB Statement No. 45 related to Other Post 
Employment Benefits, the City has consistently included an estimate of its retiree health care obligation fYom sick-leave 
conversion in its compensated absences liability. As of June 30, 2007, this amounts to approxi~nately $57.5 nlillion of the 
$67.9 mill~on listed above. This contributes significantly to the EBF's $49 n~illion unfi~nded liability. Additional 
infonnation on the City's EBF can be found in Notes TI-H and 111-G. 

Economic Factors and Next Year's Budget and Rates 

Co~nrtmer Price Index - Growth in thc CPI has bccn relatively stablc during thc past six ycars. In June 2000, the 
CPI-Western Urban lndcx was 3.5 % higher than the ycar bcforc. In the year ending June 30, 2007, the CPI-Western 
Urban Index incrcascd 3.0%. 

Taxoblc Sules - Taxable sales gowth has ranged from 1 1%) to 5.7% during the last couple of years. In future years, 
annual taxablc sales growth is projected to be lowcr due to thc cffccts of the slow down in ncw housing starts and the 
sub-prime mortgage market collapse. 

Budding Permit Act~vrfy - Building permit issuance, which had been extremely robust for several years, peaked at 
5,968 for fiscal 2006. For the fiscal year ending June 30, 2007, 5,174 pennits were issued, with an average 
construction value of $44,000. 

Utilip Sewice Charges - Water utility rates were increased an average of 5% effective July 1, 2006. This is the last 
in a series of increases adopted by the City Council and is intended to fund major capital improvenlents to the .water 
system. A new water utility rate study will be undertaken in the second half of the 2007-2008 fiscal year. The City 
Council adopted new sewer utility rates that became effective August 1, 2007. New sewer connection fees were also 
adopted in July, raising thc average fee from $500 per homc to $4,876 per home. 

All of these factors were considered in preparing the City's budgct for fiscal year 2008. 

During the current fiscal year, unreserved fund balance in the General Fund decreased by $9.6 million, to $10,713,910, 
which represents 8.3% of total General Fund outflows versus the City Council's target of 8%. The budget adopted for 
fiscal year 2007-2008 maintains this target reserve level. 

Requests for Information 

This financial report is designed to provide a general ovelvlew of the City's financcs for rill those with an intcrest in the 
City's financial condition. Questions concerning any of the information provided in this report and requests for additional 
tinancial information should be addressed to the City of Modesto, Attention: Finance Department, P.O. Box 642, 
Modesto, CA 95353. 
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CITY OF MODEST0 
STATEMENTOFNETASSETS 

June 30,2007 

ASSETS 
Cash and cash equivalents 
Accounts receivable, net 
lnterest receivable 
Utility billings receivable, net 
Taxes receivable 
Due from governments, net 
Notes receivable, net 
Prepaid expenses 
Property held for resale 
Internal balances 
Inventories 
Unamortized costs of debt issuance 
Investments in joint ventures 
Capital assets: 

Land and construction in progress 
Other capital assets, net of accumulated depreciation 

Total assets 

LIABILITIES 
Accounts payable 
Accrued salaries and benefits 
Approved loans payable 
lnterest payable 
Unearned revenues 
Refundable deposits 
Long-term liabilities: 

Due within one year 
Due in more than one year 

Total liabilities 

NET ASSETS 
Invested in capital assets, net of related debt 
Restricted for: 
Caprtal projects 
Housing and community development 
Redevelopernent 
Debt Service 
Other purposes 

Unrestricted 

Total net assets 

Governmental Business-type 
Activities Act~vit~es Total 

The notes to basic financial statements are an integral part of this statement. 
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CITY OF MODEST0 
STATEMENT OF ACTIVITIES 

Year ended June 30,2007 

FUNCTIONSIPROGRAMS: 
Governmental activities: 

General government 
Community development 
Highways and streets 
Public works 
Parks and recreation 
Public safety 
Interest on long-term debt 
Total governmental activities 

Business-type activities: 
Parking 
Water 
Sewer 
Storm Drain 
Compost 
Airport 
Bus 
Golf 
Community Center 
Total business-type activities 

Total 

Program Revenues 
Operating Capital 

Charges for Grants and Grants and 
Expenses Services Contributions Contributions 

General revenues: 
Taxes: 

Utility users tax 
Property taxes, levied for general purposes 
Property taxes, generated by and allocated to the airport 
Tax increments for redevelopment agency 
Transient occupancy tax 
Franchise tax 
Business license tax, levled for general purposes 
Business license tax, levied for downtown improvement d~strict 
Business license tax, generated by and allocated to the airport 
Intergovernmental revenue not restricted to specific programs: 
Sales tax 
Motor vehicle license fee 
Other 

Unrestricted investment earnings 
M~scellaneous 

Transfers, net 
Special item - PCE legal fees 

Total general revenues, transfers and special item 

Change in net assets 

Net assets, July 1 

Net assets, June 30 
The notes to basic financial statements are an integral part of this statement. 



Net (Expense) Revenue and 
Changes in Net Assets 

Governmental Business-type 
Activities Activities Total 



CITY OF MODEST0 
BALANCE SHEET - GOVERNMENTAL FUNDS 

June 30,2007 

ASSETS 
Cash and cash equivalents 
Cash and cash equivalents with 
fiscal agent 
Receivables: 
Accounts 
Interest 
Utlllt~es, net 
Taxes 

Due from governments 
Due from other funds 
Notes receivable, net 
Prepaid expenseslexpend~tures 
Property held for resale 
Restricted assets: 
Cash and cash equivalents 

Advances to other funds 

Total assets 

Capital Community 
Facility Facilltles Other Total 

General Fees Districts Governmental Governmental 

LIABILITIES AND FUND BALANCES 
Liabll~ties: 
Accounts payable $ 2,544,093 $ 549,683 $ 2,362,333 $ 1,683,775 $ 7,139,884 
Accrued salaries and benefits 1 .I 50,233 4,210 129.940 1,284,383 
Approved loans payable 2,724,225 2,724,225 
Due to other funds 4,320,000 4,320,000 
Deferred revenues 397,817 81,223 6,801,765 7,280.805 
Payable from restricted assets: 
Refundable deposlts 2,066,814 2,274,312 1,000 4,342,126 

Advances from other funds '1,782,462 1,356,327 168,583 3,307,372 

Total l~abillties 

Fund balances: 
Reserved 
Unreserved: 
Designated, reported In: 
General fund 
Special revenue funds 
Capital projects funds 

Undeslgnated, reported In, 
General fund 
Special revenue funds 
Capltal projects funds 

Total fund balances 

Total liabilities and fund balances $ 22,390,302 $ 45,209,000 $ 38,229.156 $ 63,333.514 $ 169,161,972 

The notes to basic financ~al statements are an integral part of this statement. 
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CITY OF MODEST0 
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS 

TO THE STATEMENT OF NET ASSETS - GOVERNMENTAL ACTIVITIES 
June 30,2007 

Total fund balances - total governmental funds f 

Amounts reported for governmental activities in the statement of net assets are 
different because: 

Capltal assets used In governmental activities are not financial resources and, 
therefore, are not reported in the governmental funds. 

General capital assets: 
Nondepreciable 
Depreciable 
Accumulated depreciation on general capital assets 

Infrastructure: 
Depreciable 
Accumulated depreciation on infrastructure 

Other long-term assets are not available to pay for current-period expenditures and, 
therefore, are: 

Deferred in the governmental funds, or 
Investments in joint ventures 

Internal service funds are used by management to charge the costs of activities 
to individual funds. The assets and liabilities of internal service funds are 
included in governmental activities in the statement of net assets. 

Some liabilities are not due and payable in the current period and therefore are not 
reported in the funds. 

Bonds payable and other long-term debt 
Accrued interest 

Net assets of governmental activities 

The notes to basic financial statements are an integral part of this statement. 
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CITY OF MODEST0 
STATEMENT OF REVENUES. EXPENDITURES. AND CHANGES 

IN FUND BALANCES - GOVERNMENTAL FUNDS 
Year ended June 30,2007 

Capital Community 
Facility Facilities Other Total 

General Fees Districts Governmental Governmental 

REVENUES: 
Taxes 
Licenses and permits 
Intergovernmental 
Charges for services 
Special assessments levied 
lnterest and rent 
Net Increase ~n falr value 
of investments 
Fines and forfeits 
Contrlbutlon from property owners 
M~scellaneous 
Total revenues 

EXPENDITURES: 
Current: 
General government 
Community development 
Hlghways and streets 
Public works 
Parks and recreation 
Public safety 

Capltal outlay 
Debt service, 
Principal retirement 
lnterest 
Advance refunding escrow 
Other 
Total expenditures 

EXCESSOFREVENUES 
OVER (UNDER) EXPENDITURES 

OTHER FINANCING SOURCES 
(USES): 
Transfers in 
Transfers out 
Issuance of loans payable 
Issuance of lease revenue bonds 
Payments to refunded certificates of 
participation escrow agent 

Sale of assets 
TOTAL OTHER FINANCING 
SOURCES (USES) 

NET CHANGE IN FUND 
BALANCES 
FUND BALANCES, July 1 

FUND BALANCES, June 30 

The notes to baslc financial statements are an integral part of this statement. 
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CITY OF MODEST0 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND 

BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES -GOVERNMENTAL ACTIVITIES 
Year Ended June 30,2007 

Net change in fund balances - total governmental funds 

Amounts reported for governmental activities In the statement of activities are 
different because: . , 

Governmental funds report capital outlay as expenditures. However, in the 
statement of activities the cost of those assets is allocated over their estimated 
useful lives and reported as depreciation expense. 

Capltal outlay $ 30,194,778 
Depreciation expense (1 7,270,077) 12,924,701 

In the statement of activities, only the gain or loss on the sales of capital assets 
is reported, whereas in the governmental funds, the proceeds from such sales 
increase financ~al resources. Thus, the change in net assets differs from the 
change in fund balances by the cost of the assets sold. 

Developer donations of infrastructure assets are not included in the fund statements. 
Thus, the change in net assets differs from the change in fund balance by the value 
of these asset donations. 

Revenues in the statement of activities that do not provide current financial 
resources are not reported as revenues In the funds. 

Change in deferred revenue $ (2,146,168) 
Change In Investment in joint venture 21 3,558 (1,932,610) 

The issuance of long-term debt provides current financial resources to governmental 
funds, while the repayment of the principal of long-term debt consumes the current 
financial resources of governmental funds. Netther transaction, however, has any 
effect on net assets. 

Principal retirement 
Proceeds of long term debt 

Some expenses reported in the statement of activities do not require the use of 
current financial resources and therefore are not reported as expenditures in 
governmental funds. 

Change In accrued interest 

Internal service funds are used by management to charge the costs of certain 
activities to individual funds. The net revenue (expense) of internal service 
funds IS reported with governmental activities. 

Change in net assets of governmental activities 

The notes to basic financial statements are an integral part of this statement. 
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STATEMENT OF NET ASSETS - PROPRIETARY FUNDS 
June 30,2007 

ASSETS 
Current assets: 
Cash and cash equivalents 
Cash and cash equivalents w~th f~scal agent 
Rece~vables: 
Accounts 
Interest 
Ut~lities, net 
Taxes 

Due from governments 
Prepa~d expenses 
Inventories 
Property held for resale 
Advances to other funds 

Total current assets 

Enterprise 
Other Total Internal 

Water Sewer Bus Enterprise Enterpr~se Service 

Noncurrent assets: 
Restr~cted assets-cash and cash equ~valents 42,767,102 16,432,541 59,199,643 
Unarnort~zed costs of issuance 892,938 892,896 1,785,834 
Land and construct~on in progress 15,958,371 34,942,347 5,416,369 13,989,727 70,306.814 821.033 
Other capttal assets, net of accumulated depreciation 63,948.764 103,300,068 13,726,444 43,184,021 224,159,297 19,509,723 

Total noncurrent assets 123,567,775 155,567,852 19,142,813 57,173,748 355,451,588 20,330,756 

Total assets 

LIABILITIES 
Current liab~llties: 
Accounts payable 
Accrued salaries and benefits 
lnterest payable 
Current portton - compensated absences 
Current portlon - cla~ms liab~l~ty 
Current portion - long-term debt 
Current portlon - developer advances 
Deferred revenues 

Total current llabil~ties 

Noncurrent liabilities: 
Payable from restricted assets - 
refundable deposlts 

Compensated absences 
Cla~rns l~abll~ty 
Long-term debt, 

Revenue bonds payable 
Loan payable 
Notes payable 
Obligations under capltal leases 
Certlf~cates of participation 

Developer advances 
Advances from other funds 

Total noncurrent liab~lities 

Total l~ab~li t~es 69,916,521 55,208,191 3,669,564 7,995,671 136,789,947 86,361,032 

NET ASSETS 
Invested in capital assets, net of related debt 55,702.450 102,691,913 19,142,813 51,372,115 170,791,021 20,091,176 
Unrestr~cted 47,011,089 27,342,645 2.338.262 5,678,808 140,489,074 (29,190,965) 

Total net assets $102,713.539 $ 130.034.558 $ 21,481,075 $ 57,050,923 31 1.280.095 $ (9,099,7891 

Adjustment to reflect the consolidation of ~nternal service fund activities 
related to enterprise funds. 

Net assets of busmess-type activities 
The notes to basic flnanc~al statements are an integral part of th~s statement. 



CITY OF MODEST0 
STATEMENT OF REVENUES, EXPENSES, AND CHANGES 

IN FUND NET ASSETS - PROPRIETARY FUNDS 
Year ended June 30,2007 

Other Total Internal 
Water Sewer Bus Enterprise Enterprise Servtce 

OPERATING REVENUES, 
Charges for services 
Sales 
cost of sales 
M~scellaneous 

Total operating revenues 

OPERATING EXPENSES. 
Salarles and wages 
Contractual servlces 
Utilities 
Maintenance and supplles 
Water purchases 
Insurance 
Claims expense 
Employee benefits 
Admin~stration services 
Allocated indirect admlnistratlve 
Other 
Depreciation 

Total operating expenses 

1,561,618 
2,237.066 

costs 1,049,489 
78,673 

2,396,440 
32,466,468 

OPERATING INCOME (LOSS) 

NONOPERATING REVENUES (EXPENSES) 
Operat~ng grants 
Galn (Loss) on disposition of capital assets 
Tax revenue 
Taxexpense 
lnterest income 
Net Increase in fair value of Investments 
Rental income 
Settlements and recoveries 
lnterest expense 
Amort~zatlon of costs of issuance 

Total nonoperating revenues (expenses) 

INCOME (LOSS) BEFORE CAPITAL 
CONTRIBUTIONS AND TRANSFERS 18.168.275 3,313,910 (1,181,842) (3.562.160) 16,738,183 (2,477,298) 

Capltal contributions 
Transfers in 
Transfers out 
Special item 

CHANGE IN NET ASSETS 20,416,825 5,932.898 (882,385) (782,009) 24.685.329 (659.365) 

NET ASSETS, July 1 82.296.714 124,101.660 22,363,460 57,832,932 . (8,440,424) 

NET ASSETS, June 30 

Adjustment to reflect the consol~dat~on of Internal service fund 
actlvltles related to enterprise funds. 

Change In net assets of business-type actlvltles 

The notes to basic financial statements are an integral part of this statement 



CITY OF MODEST0 
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS 

Year ended June 30,2007 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Recelpts from customers and users 
Recelpts from Interfund services provided 
Payments to suppliers 
Payment of insurance claims 
Payments to employees 
Payments for interfund servlces used 

Net cash provlded (used) by operating activities 

CASH FLOWS FROM NONCAPITAL FINANCING 
ACTIVITIES: 
Operat~ng grants received 
Taxes received 
Settlements and recoveries 
Transfers in 
Transfers out 
New advances from other funds 

Net cash provlded (used) by noncapltal financing 
actlvitles 

CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING ACTIVITIES: 
Acquisition and construction of capital assets 
Proceeds of sale of capital assets 
Proceeds of debt issues 
Costs of issuance paid 
Bond discount paid 
Principal repayments 
Interest pald 
Capltal grants received 

Enterprise 
Other Total Internal 

Water Sewer Bus Enterprise Enterprise Service 

Connect~on fees for capital purposes 2,023.224 663.316 2,686.540 
Net cash used by capital and related 
financing actlvltles 38,317,928 2,330,214 (858,444) (1,159,410) (22,844,040) (3,769,526) 

CASH FLOWS FROM INVESTING ACTIVITIES, 
Interest received 2,029.235 1,227,069 105,360 136.465 3,498,729 1,557,085 
Net lncrease in the fa~r value of investments 734,296 400,169 40.923 61,723 1,237,111 628,481 

Net cash provided by investing activities 2,763,531 1,627,238 146.283 198,188 4,735,240 2,185.566 

Net increase (decrease) in cash and cash equivalents 59,852,548 15,506,005 2,306,449 629,694 78,294,696 5,354,364 
CASH AND CASH EQUIVALENTS. JULY 1 24,486,801 27,749,120 1,846,214 5,013.617 59,095,752 48,027.975 

CASH AND CASH EQUIVALENTS. JUNE 30 

RECONCILIATION TO STATEMENT OF NET ASSETS' 
Cash and cash equivalents $ 39,127.144 $ 22,773.037 $ 4,152,663 $ 5,032,664 $ 71,085,508 $ 53,382,339 
Cash and cash equivalents with fiscal agent 2,445,103 4,049.547 610,647 7,105,297 
Restricted assets-cash and cash equivalents 42,767,102 16,432,541 59,199,643 

TOTAL CASH AND CASH EQUIVALENTS $ 84,339,349 $ 43,255.125 $ 4,152,663 $ 5,643,311 $ 137,390.448 $ 53,382,339 

(continued) 

The notes to baslc financial statements are an integral part of this statement. 
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CITY OF MODEST0 
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS (Continued) 

Year ended June 30,2007 

Enterprlse 
Other Total Internal 

Water Sewer Bus Enterprtse Enterpr~se Service 

RECONCILIATION OF OPERATING INCOME (LOSS) 
TO NET CASH PROVIDED (USED) BY OPERATING 
ACTIVITIES 
Operating income (loss) $ 16,838,565 $ 3,561,207 $ (1 1,068.303) $ (4,719,157) $ 4,612,306 $ (3.921.684) 
Adjustments to reconcile operatlng income (loss) to 
net cash provlded (used) by operating actlvltles: 
Depreciation 
Rental income 
Taxes paid 
Speclal item 
Change In assets and liabilities. 

(Increase) in accounts rece~vable 
(Increase) In utllltles rece~vable 
(Increase) In taxes rece~vable 
Decrease In due from governments 
(Increase) decrease in prepaid expenses 
(Increase) in inventories 
(Decrease) in accounts payable and 
accrued expenses 
lncrease in accrued salarles and benefits 
lncrease In compensated absences 
(Decrease) in clalms liability 
Increase ~n deferred revenies (1,664) (1,664) 
Increase (decrease) ~n refundable deposits (7,588) 61,750 54,162 

Total adjustments 901,726 7,162,300 2,215.181 3,785,674 14,064,881 9.422.070 
Net cash prov~ded (used) by operating actlvitles $ 17,740,291 $ 10,723,501 (8,853.122) $ (933,483) $ 18,677,187 $ 5.500.386 

NONCASH INVESTING, CAPITAL AND FINANCING 
ACTIVITIES 
Capltal assets transferred ~n $ 38,683 $ 444,898 $ 18,545 $ 502.126 $ 558,148 
Developer ~nfrastructure contributions 284,050 1,558,476 1,842.526 

The notes to basic financial statements are an ~ntegral part of thls statement. 
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CITY OF MODEST0 
STATEMENT OF FIDUCIARY NET ASSETS -AGENCY FUNDS 

June 30,2007 

Agency 
Funds 

ASSETS 
Cash and cash equivalents 
Cash and cash equivalents held with fiscal agent 

LIABILITIES 
Due to special district bondholders 
Deposits held as agent for others 

The notes to basic financial statements are an integral part of this statement. 
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CITY OF MODEST0 
NOTES TO BASIC FINANCIAL STATEMENTS 

YEAR ENDED JUNE 30,2007 

I .  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. THE FINANCIAL REPORTING ENTITY 

The City of Modesto (the City) was incorporated in 1884 and operates under a Council-Manager form of 
government as authorized by its charter adopted in 1951. The City Council consists of seven elected members. 
The following services are provided by the City to its citizens: public safety (police and fire), highways and streets, 
drinking water, wastewater collection and treatment, storm drainage, public transit, recreation and social services, 
public improvements, community development, planning and zoning, and general administrative services. 

These financial statements present the financial status of the City and its component units. The component units 
discussed in the following paragraphs are included in the City's reporting entity because the City is financially 
accountable for their operations. 

1. The Redevelopment Agency of the City of Modesto (the Agency) was established by the City as a separate 
legal entity in accordance with state law. The purpose of the Agency is to encourage new investment and 
reinvestment within legally designated redevelopment areas in partnership with property owners. 

2. The Modesto Public Financing Authority was established as a separate legal entity whose sole purpose is to 
provide financing for various City capital projects. 

3. The Modesto Municipal Sewer District is a separate legal entity formed under the Municipal Sewer and Water 
Facilities Law of 191 1. The purpose of the District is to provide financing for needed sewerage facilities in the 
Modesto urban area. 

4. The City of Modesto has established several Community Facilities Districts to provide funding and 
reimbursement mechanisms for public facilities and services required by each District Specific Plan. These 
Districts are the vehicles used to ensure that all landowners in the Districts contribute to the cost of public 
improvements. There are currently eight active Districts, which are combined for presentation in these 
financial statements. Individual component unit financial statements are prepared for each District. 

Although these component units are legally separate from the City, they are reported on a blended basis as part of 
the primary government because their boards consist of all seven members of the City Council. Component unit 
financial statements may be obtained from the City's Finance Department. 

The joint ventures and jointly governed organization described in Note Ill - E are not considered part of the 
reporting entity because the City is not financially accountable for their operations. 

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS 

The government-wide financial statements (i.e., the statement of net assets and the statement of activities) report 
information on all of the nonfiduciary activities of the primary government and its component units. For the most 
part, the effect of interfund activity has been removed from these statements. Governmental activities, which 
normally are supported by taxes and intergovernmental revenues, are reported separately from business-type 
activities, which rely to a significant extent on fees and charges for support. 

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment 
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or 
segment. Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit 
from goods, services, or privileges provided by a given function or segment and 2) grants and contributions that 
are restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and 
other items not properly included among program revenues are reported instead as general revenues. 



Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even 
though the latter are excluded from the government-wide financial statements. Major individual governmental 
funds and major individual enterprise funds are reported as separate columns in the fund financial statements. 

C. BASIS OF PRESENTATION, BASIS OF ACCOUNTING, AND MEASUREMENT FOCUS 

The government-wide financial statements are reported using the economic resources measurement focus and 
the accrual basis of accounting, as are the proprietary fund statements. Agency funds have no measurement 

I 
focus. Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of 
the timing of related cash flows. Property taxes are recognized as revenues in the year for which they are levied. 
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider 
have been met. 

Governmental fund financial statements are reported using the current financial resources measurement focus 
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and 
available. Revenues are considered to be available when they are collectible within the current period or soon 
enough thereafter to pay liabilities of the current period. For this purpose, the City considers revenues to be 
available if they are collected within 60 days of the end of the current fiscal period. Expenditures generally are 
recorded when a liability is incurred, as under accrual accounting. However, principal and interest expenditures 
are recorded as fund liabilities when due or when amounts have been accumulated in the debt service funds for 
payments to be made early in the following year. 

Substantially all property taxes, taxpayer-assessed taxes (such as sales and use, utility users, business license, 
transient occupancy, franchise fees, and gas taxes), interest, special assessments levied, state and federal grants, 
and charges for current services are all considered to be susceptible to accrual and so have been recognized as 
revenues of the current fiscal period. Revenues from licenses, permits, and fines and forfeits are considered to be 
measurable and available only when cash is received by the City. 

The City reports the following major governmental funds: 

The General Fund is the City's primary operating fund. It accounts for all financial resources of the general 
government, except those required to be accounted for in another fund. 

The Capital Facility Fees Fund accounts for special fees collected on new building permits to be used for 
construction of growth related projects, including police department expansion, fire department expansion, 
expressway loop, street lights, parks, new traffic signals, city hall expansion, wastewater treatment, streets, 
public transportation, and air quality improvements. 

The Community Facilities Districts Fund accounts for the construction of public improvements deemed to 
benefit properties against which special taxes are levied. 

The City reports the following major proprietary funds: 

The Water Fund accounts for all revenues collected by the City for the purpose of financing the construction, 
operation, and maintenance of the City water distribution system. Revenues are derived from water service 
charges an'd various installation fees. 

The Sewer Fund accounts for revenues collected by the City for the purpose of financing the construction, 
operation, and maintenance of the City sewer system. Revenues include, but are not limited to, sewer service 
charges and sewer lateral charges. 

The Bus Fund accounts for operations, maintenance, and capital expenditures of the City's mass 
transportation service.. This system operates pursuant to the terms of a Federal grant agreement. Buses are 
operated by a private contractor under the terms of a supervisory agreement with the City. A separate 
contract provides Dial-a-Ride service for the elderly and handicapped. 



Additionally, the City reports the following fund types: 

Internal service funds account for fleet management, central services, technology and information services, 
insurance, employee benefits management, and building services provided to other departments or agencies 
of the City on a cost-reimbursement basis. 

Agency funds account for cash and investments held by the City as agent for various assessment districts, 
governmental entities and non-public organizations. Agency funds cannot be major funds. 

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are 
followed in both the government-wide - business-type activities and proprietary fund financial statements to the 
extent that those standards do not conflict with or contradict guidance of the Governmental Accounting Standards 
Board. Governments also have the option of following subsequent private-sector guidance for their business-type 
activities and enterprise funds, subject to this same limitation. The City has elected not to follow~subsequent 
private-sector guidance. 

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial 
statements. Exceptions to this general rule are exchange or exchange-like transactions between functions of the 
government. Eliminations of these charges would distort the direct costs and program revenues reported for the 
various functions concerned. 

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or 
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special 
assessments. Internally dedicated resources are reported as general revenues ratherthan as program revenues. 
Likewise, general revenues include all taxes. 

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and 
expenses generally result from providing services and producing and delivering goods in connection with a 
proprietary fund's principal ongoing operations. The principal operating revenues of the enterprise and internal 
service funds are charges to customers for sales and services. The Water and Sewer Funds also recognize as 
operating revenue the portion of tap fees intended to recover the cost of connecting new customers to the 
systems. Operating expenses for enterprise and internal service funds include the cost of sales and services, 
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this 
definition are reported as nonoperating revenues and expenses. 

When both restricted and unrestricted resources are available for use, it is the City's policy to use restricted 
resources first, then unrestricted resources as they are needed. 

The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions. These estimates and assumptions 
affect the reported amounts of assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 

D. ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY 

1. Cash and Cash Equivalents 

Cash and investments (including restricted assets) held in the City's investment pool are reported as cash and 
cash equivalents on the statement of net assets and balance sheet because funds can spend cash at any time 
without prior notice or penalty. All investments with fiscal agents are also considered cash equivalents 
because they are highly liquid and have maturities of 3 months or less at the time of purchase. Investments 
are stated at fair value. Valuations are obtained by using quotations obtained from independent published 
sources. 



Restricted Assets - Cash and Cash Eauivalents 

Refundable deposits of the General Fund and the Community Facilities Districts Capital Projects Fund are 
classified as restricted assets - cash and cash equivalents on the governmental funds balance sheet because 
their use is restricted for repayment of those refundable deposits. Refundable deposits in the Water and 
Sewer funds are also reported as restricted assets on the proprietary funds statement of net assets. In 
addition, certain proceeds of Water certificates of participation and Sewer revenue bonds are considered 
restricted assets because their use is limited by applicable debt covenants. These proceeds are reported as 
part of "restricted assets - cash and cash equivalents" on the proprietary funds statement of net assets. 

3. Receivables and Pavables 

Balances representing lendinglborrowing transactions between funds outstanding at the end of the fiscal year 
are reported as either "due fromldue to other funds" (amounts due within one year), or "advances tolfrom I 

other funds" (non-current portions of interfund lendinglborrowing transactions). Any residual balances 
outstanding between the governmental activities and business-type activities are reported in the government- 
wide financial statements as "internal balances." Advances to other funds are offset by a fund balance 
reserve in applicable governmental'funds to indicate they are not available for appropriation and are not 
expendable available financial resources. 

All property taxes are collected and allocated by the County of Stanislaus to the various taxing entities. 
Property taxes are'determined annually as of March 1 and attach as an enforceable lien on real property as of 
January 1. Taxes are due November 1 and February 1 and are delinquent if not paid by December 10 and 
April 10, respectively. The City participates in the County "Teeter Plan" method of property tax distribution. 
Under the Teeter Plan, the County remits property taxes to the City based on assessments, not on collections, 
according to the following schedule: 55 percent in December, 40 percent in April, and 5 percent at the end of 
the fiscal year. Property tax is recognized when it is available and measurable. The City considers property 
tax as available if it is received within 60 days after year-end. 

-Revenue from taxpayer-assessed taxes (sales and use, business license, transient occupancy, utility users, 
gas, and franchise fees) are accrued in the governmental funds when they are both measurable and available. 
The City considers these revenues available if they are received during the period when settlement of prior 
fiscal year accounts payable occurs. Historically, the majority of these taxes are received within 60 days of the 
fiscal year end; therefore, revenue from taxpayer-assessed taxes is accrued if it is received by August 31. 

Grant and entitlement revenues are recorded as receivables in the funds when they are susceptible to accrual 
(i.e., when all eligibility requirements have been met). The corresponding governmental fund revenues are 
recorded when they become available, with the differences recorded as deferred revenue. The corresponding 
proprietary fund revenues are recorded as nonoperating revenues when the receivables are recorded. Some 
grant and entitlement revenues are not susceptible to accrual, in which case the corresponding revenues are 
recorded when received. The total amount due from governments for grants, entitlements, and shared 
receivables and revenues at June 30, 2007 is $14,821,485. 

Utility service accounts receivable are reported net of $666,240 allowance for doubtful collections and include 
unbilled receivables using actual amounts billed in July for June services. Accounts receivable are reported 
net of $1,501,106 allowance for doubtful collections, and are based on miscellaneous receivables from the 
City's invoice system as well as other receivables accrued at year end. 

4. lnventories 

lnventories of material and supplies held by proprietary funds are stated at average cost. 



5. C a ~ i t a l  Assets 

Capital assets, which include property, plant and equipment, and infrastructure assets (e.g., roads, bridges, 
sidewalks, and similar items), are reported in the applicable governmental or business-type activities columns 
in the government-wide financial statements. Capital assets are defined by the government as assets with an 
initial, individual cost of more than $5,000 and an estimated useful life in excess of two years. Such assets are 
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets are 
recorded at estimated fair value at the date of donation. 

In the case of the initial capitalization of infrastructure assets reported by governmental activities, the City chose to 
include them regardless of their acquisition date or amount. Historical values were estimated. 

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets 
lives are not capitalized. 

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred 
during the construction phase of capital assets of business-type activities is included as part of the capitalized value 
of the assets constructed. The amount of interest capitalized is determined by offsetting interest expense incurred 
from the date of borrowing until completion of the project, against interest earned on invested proceeds over the 
same period. During the fiscal year ended June 30,2007, $1 3,312 net interest expense on tax-exempt debt of the 
City's Sewer Fund was capitalized. 

Depreciation is recorded using the straight line method over the estimated useful lives of the assets, which are 75 
years for pipelines, 30 years for buildings, 20 years for improvements, 12 years for buses, 10 years for furnishings 
and equipment, 2 to 10 years for vehicles, 30 to 50 years for streets, 20 years for signalization, and 50 years for 
bridges. Operating expenses include depreciation on all depreciable capital assets. 

Capital leases are recorded as an asset and an obligation at an amount equal to the present value at the beginning 
of the lease term of minimum lease payments during the lease term. 

6. Com~ensated Absences 

All earned vacation, holiday, and compensating time, and a portion of accumulated sick leave payable upon 
termination or retirement, are accrued in the Employee Benefits Management Internal Service Fund as 
compensated absences. Estimated sick leave termination payments have been calculated using the Governmental 
Accounting Standards Board Statement 16 vesting method. Under this method, a liability is accrued for a portion of 
the sick leave balances of all employees who are currently eligible, or are assumed to become eligible in the future, 
to receive a payment for sick leave upon termination, as well as amounts set aside to pay future health care 
premiums. As of June 30, 2007, the total estimated liability for all compensated absences, including sick leave, is 
$67,888,512. The estimated current portlon of $3,259,769 is funded by charges to all operating funds. The 
estimated long-term portion is $64,628,743. 

7. Fund Equity 

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not 
available for appropriation or are legally restricted by outside parties for use for a specific purpose. Designations of 
fund balance represent tentative management plans that are subject to change. 

E. OTHER SIGNIFICANT ACCOUNTING POLICIES 

1. Em~lovee Benefits 

The Clty established the Employee Benefits Management lnternal Service Fund to account for all compensated 
absences and non-insurance benefits. lnsurance benef~ts for current employees are paid from the Insurance 
Internal Service Fund. The Employee Benefits Management Fund is reimbursed based on actual benefits paid and 
leave taken, through payroll charges to the City's operating funds. Leave earned but not taken is being funded over 
time by budgeted charges to the operating funds. 



2. lnterfund Transactions 

The Clty transfers resources among funds in the course of normal operations. lnterfund service provided and used, 
such as equipment pool rental, are accounted for as revenues and expenditures or expenses. Transactions to 
reimburse a fund for expenditures/expenses initially made from it that are applicable to another fund are recorded 
as expenditures/expenses in the correct fund and as reductions of expenditures/expenses in the original fund. All 
other interfund transactions are reported as transfers. 

11. DETAILED NOTES 

A. CASH AND INVESTMENTS 

The City maintains a cash and investment pool that is used by all funds. Each fund's portion of the City's cash and 
investmenf pool is displayed on the balance sheet and proprietary and fiduciary fund statements of net assets as 
"cash and cash equivalents." Each fund is allocated interest on average monthly cash balances held by the funds 
throughout the year. A majority of the interest from the Fleet Management Internal Service Fund is credited to the 
General Fund in accordance with the City's policy. Certain deposits held in trust are displayed on the 
governmental funds balance sheet and the proprietary funds statement of net assets as "restricted assets - cash 
and cash equivalents." The City also maintains "cash and cash equivalents with fiscal agent" which represent 
monies held by fiscal agents for payment of various City debt and capital projects costs. 

lnvestments Authorized bv the California Government Code and the Citv's lnvestment Policy 

The City's investment policy and the California Government Code allow the City to invest in the following types of 
instruments, and the table also identifies certain provisions of the California Government Code, or the City's 
investment policy where it is more restrictive: 

M~nlmum Max~mum Max~rnum 
Maximum Credlt Percentage Investment in 

Authorized Investment Type Matur~ty Quality Of Portfolio One Issuer 

Clty of Modesto Bonds 5 years NIA None None 

U.S. Treasury Obl~gatlons 

State of Cal~forn~a Securltles 

5 yeas NIA None None 

5 years AAA None None 

Cal~fornla Municipal Securities 5 years AAA None None 

Federal Agency Securities 5 years NIA None None 

Bankers' Acceptances 180 days NIA 40% 10% or $1 million 

Commercial Paper 270 days Top rating category 25% 10% 

Certificates of Deposlt I year NIA 20% of 
surplus None 

Negot~able Certlflcates of Deposit 5 years AA 30% None 

Repurchase Agreements 90 days Top rating category None None 

Reverse Repurchase Agreements 92 days NIA 20% None 

Med~um Term Corporate Notes 5 years A A -  30% None 

Money Market Funds NIA Top ratlng category None None 

California Local Agency Investment Fund NIA NIA $40 mlllion 
per account None 

Mortgage and Asset-Backed Securities 5 years AA 20% of 
S U ~ D ~ U S  

None 

lnvestments are stated at fair value. The City's investment in the Local Agency lnvestment Fund (LAIF) is 
$1 14,799,066. The value of the pool shares in LAIF, which may be withdrawn on demand, is determined on an 
amortized cost basis, which is not materially different than the fair value of the City's portion in the pool. The total 
amount invested by all public agencies in LAlF is $65,756,665,933. The Local lnvestment Advisory Board (Board) 
has oversight responsibility for LAIF. The Board consists of five members as designated by state statute. 

lnvestments Authorized bv Debt Aqreements 

The City must maintain required amounts of cash and investments with trustees or fiscal agents under the terms of 
certain debt issues. These funds are unexpended bond proceeds or are pledged as reserves to be used if the City 
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fails to meet its obligations under these debt issues. The California Government Code requires these funds to be 
invested in accordance with City ordinance, bond indentures or State statute. All current bond indentures 
authorize the same investments as the City's investment policy. In addition some bond indentures authorize 
investments in guaranteed investment contracts with maturity dates of September 1,2033 and November 1,2016 
and a repurchase agreement with a maximum maturity of May 27, 2013. 

Interest Rate Risk 

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an 
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to 
changes in market interest rates. The following table summarizes the City's interest rate risk, based on maturity 
dates of various investments: 

Remaining Time to Maturity 
Less Than 1 Over 

lnvestrnent Type 
U S. Treasurv Notes 
Federal agency securities 

Bonds 
Notes 
D~scount notes 

Commercial Paper 
LAlF 
Cash in banks 
Held by trustee: 

Money market funds 
U.S Treasury Bill 
U S Treasury Notes 
Federal agency discount 
notes 

Federal agency securit~es 
notes 

Repurchase agreements 
Guaranteed investment 

contracts 
Total 

Total Year 1 - 2 Years 2 - 3 Years 5 Years 
$26,139,826 $9,302,128 $7,659,155 $9,178.543 

Maturity dates for callable notes are based on call dates. 

Disclosures Related to Credit Risk 

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the 
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating 
organization. Presented below is the rating as of June 30, 2007 for each investment type: 

lnvestrnent Type 
U.S Treasurv Notes 
Federal agency securities 
Comrnerclal Paper 
LAlF 
Cash in banks 
Held by trustee, 

Money market funds 
U.S Treasury B~ l l  
Federal agency notes 

Federal agency securities notes 
Repurchase agreements 
Guaranteed Investment contracts 
Total 

Exem~ t  from 
Total ~isciosure 
$26,139,826 $26,139,826 
92,782,369 

AAA and 
A- I  + Not Rated 



Concentration of Credit Risk 

The City's investment policy contains no limitations on the amount that can be invested in any one issuer beyond 
that stipulated by the California Government Code. lnvestments in any one issuer, other than U. S. Treasury 
securities, mutual funds, and external investment pools, that represent 5% or more of total entity-wide investments 
are as follows at June 30, 2007: 

Reported Percent of 
Issuer Investment Type  mount Portfolio 

Fannie Mae (FNMA) Federal agency securities $24,819,188 8.0% 
Freddie Mac (FHLMC) Federal agency securities 40,296,173 . 15.0% 
Federal Home Loan Bank Federal agency securities 44,883,521 14.0% 

lnvestments in any one issuer, other than U. S. Treasury securities, mutual funds, and external investment pools, 
that represent 5% or more of governmental fund investments were as follows at June 30, 
2007: 

Reported 
Fund/lssuer Investment Type  mount 

Community Facilities Districts: 
Fannie Mae (FNMA) Federal agency securities 
Freddie Mac (FHLMC) Federal agency securities 
Federal Home Loan Bank Federal agency securities 
FFCB Federal agency securities 

Other Governmental Funds: 
Lehman Government Securities Repurchase agreement 

lnvestments in any one issuer, other than U. S. Treasury securities, mutual funds, and external investment pools, 
that represent 5% or more of enterprise funds were for the Sewer Enterprise Fund as follows at June 30, 2007: 

Reported 
Issuer Investment Type Amount 

Federal Home Loan Bank Federal agency securities $3,192,784 

lnvestments in any one issuer, other than U. S. Treasury securities, mutual funds, and external investment pools, 
that represent 5% or more of Agency Fund investments were as follows at June 30, 2007: 

Reported 
Issuer Investment Type Amount 

Fredd~e Mac (FHMLC) Federal agency secur~ties $1,595,997 
Federal Home Loan Bank Federal agency securities 1,560,000 

Custodial Credit Risk 

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, the 
City will not be able to recover its deposits or will not be able to recover collateral securities that are in the 
possession of an outside party. Under California Government Code Section 53651, depending on specific types of 
eligible securities, a bank must deposit eligible securities posted as collateral with its Agent having a fair value of 
105% to 150% of the City's cash on deposit. All of the City's deposits are either insured by the Federal Depository 
Insurance Corporation (FDIC) or collateralized with pledged securities held in the trust department of the financial 
institution in the City's name. 

The custodial credit risk for investments is the risk that, in the event of the failures of the counterparty (e.g. broker- 
dealer) to a transaction, the City will not be able to recover the value of its investment or collateral securities that 
are in the possession of another party. The City's investment policy limits its exposure to custodial credit risk by 
requiring that all security transactions entered into by the City, including collateral for repurchase agreements, be 
conducted on a delivery-versus-payment basis. Securities are to be held by a third party custodian. 



B. CAPITAL ASSETS 

Capital asset activity for the year ended June 30, 2007 was as follows: 

Beginning 
Balance Additions - 

Governmental activities. 
Capital assets, not belnq depreciated: - .  
 and $22.982.481 $ 1,989,905 
Construction in progress 12,096,543 17,283,510 

Total capital assets, not being depreciated 35,079,024 19,273.41 5 

Capital assets, being depreciated: 
Buildings 
lmprovements other than buildings 
Furnishings and equipment 
Equlpment pool 
Streets 
Signalization 14,2261300 697,905 
Bridges 25,753,532 72,769 

Total capital assets, belng depreciated 581,084,107 15,572,444 

Less accumulated depreciat~on for 
Buildings (1 0,086,846) (1,407.593) 
Improvements other than build~ngs (21,220,038) (1,350,769) 
Furnishings and equipment (9,901,715) (1,617.534) 
Equipment pool (12,812,761) (2,581,417) 
Streets (191,013,605) (1 1,046,669) 
Signalization (7,642,567) (1,079,535) 
Brldg es (514,425) (1,346,003) 

Total accumulated depreciation (253,191,957) (20,429.520) 

Total capital assets, being depreciated, net 327,892,150 (4,857,076) 

Governmental activities capital assets, net $362,971,174 $14,416,339 
P 

Business-type activities: 
Capital assets, not belng depreclated. 

Land 
Construction In progress 

Total capital assets, not belng depreclated 

Capital assets, belng depreciated 
Bulldings 
Improvements other than bulldlngs 
Furnlshings and equipment 
Buses and fareboxes 
Pipelines 

Total capltal assets, being depreclated 

Less accumulated depreciation for 
Bulldlngs 
Improvements other than bulldlngs 
Furnlshings and equlpment 
Buses and fareboxes 
Pipelines 

Total accumulated depreclation 

Total capltal assets, being depreciated, net 

Business-type activities capital assets, net 

Beginning 
Balance Additions 

Deletions 
Ending 
Balance 

Deletions 
Ending 
Balance 



Depreciation expense was charged to functionslprograms as follows: 

Governmental activities: 
General government 
Community development 
Highways and streets, including depreciation of 
general infrastructure assets 
Public works 
Parks and recreation 
Public safety 
Capital assets held by the government's internal 
service funds are charged to the various functions 
based on their usage of the assets 

Total depreciation expense - governmental activities 

Business-type activities: 
Parking 
Water 
Sewer 
Storm Drain 
Compost 
Airport 
Bus 
Golf 
Community center 

Total depreciation expense - business-type activities 



C. LONG-TERM DEBT 

Loans Pavable 

Governmental activities: 

No-interest loan payable to the Stanislaus County Economic Development Bank loan 
program, to pay master plan costs incurred by the City's Redevelopment Agency for the 
Kansas Avenue Business Park Project; no obligation to begin repayments until project is 
complete and revenue stream begins; final payment due in 2015 if not repaid sooner. $405,000 

No-interest loan payable to the Stanislaus County Economic Development Bank loan 
program, to pay costs incurred by the City for the Kiernan Business Park East Project; loan 
intended to be repaid within five years of project completion, provided funds are available 
from revenue stream; project completion estimated to be March 1, 2009; authorized loan 
amount up to $500,000, with a current balance of $44,138; outstanding amount will increase 
as more eligible costs are incurred and more loan proceeds are borrowed. 44,138 

Total principal balances - governmental activities 

Business-tvoe activities: 

Water Enterorise Fund: 

Loan payable to the State of California Department of Water Resources, assumed from Del 
Este Water Company at acquisition, for purposes of upgrading the water delivery system; 
interest at 3.2%; semi-annual installments on April 1 and October 1 of $132,360, including 
interest, through October 1, 2015. $1,958,276 

Annual debt service requirements to maturity for loans payable are as follows: 

Governmental Activities Business-type Activities 
Year Ending June 30, Principal Interest Principal Interest 

Total 



Certificates of Participation 

Governmental activities. 

1993 Refunding Certificates of Participation issued to refund earlier certificates for the 
Modesto Centre Plaza Community Center capital project; serial certificates with annual 
maturities on November 1, in amounts from $885,000 to $1,040,000; interest rates from 5.4% 
- 5.6%; term certificates at 5.6% in the amount of $4,740,000 maturing November 1,  2014, 
and in the amount of $12,235,000 at 5.0% maturing November I ,  2023, with annual payments 
of $1,090,000 to $1,610,000 beginning in 201 1. $20,820,000 

Business-type activities: 

Golf Enterprise Fund: 

1993 Refunding Certificates of Participation issued to refund earlier certificates for the 
' 

Creekside Golf Course capital project; serial certificates with annual maturities on November 
I ,  in amounts from $21 5,000 to $235,000; interest rates from 5.4% to 5.5%; term certificates 
at 5.6% in the amount of $1,390,000 due November 1,2014, and in the amount of $3,585,000 
at 5.0% due November 1 ,  2023, with annual payments ranging from $250,000 to $480,000 
beginning in 2010. $ 5,650,000 

Water Enter~rise Fund: 

1997 Refunding Certificates of Participation issued to refund earlier certificates for various 
Water Enterprise Fund capital projects; serial certificates with annual maturities on October 1, 
in amounts from $81 5,000 to $1,050,000; interest rates from 4.70% to 5.0%; term certificates 
at 5.4% in the amount of $6,145,000 maturing on October 1, 2017, and in the amount of 
$7,965,000 at 5.43% maturing on October I ,  2022, with annual payments from $1,015,000 to 
$1,765,000 beginning in 2013. 19,670,000 

2006 Water Revenue Certificates of Participation issued to provide funding for construction of 
new downstream water facilities and various water distribution system improvements in 

' 

connection with Modesto Irrigation District's expansion of the regional water treatment plant; 
variable auction rate securities maturing October 1,  2036, with interest calculated weekly, 
fluctuating according to market conditions; principal payments beginning October 1, 2008 in 
annual amounts of $250,000 to $3,725,000. 

The City entered into a 30 year interest rate swap agreement as discussed below. The 
combination of the variable rate 2006 COPS and the floating rate swap creates a synthetic 
fixed-rate debt for the City. The synthetic fixed rate was 3.49% at June 30, 2007. 46,275,000 

Total principal balances - business-type activities 71,595,000 

Less: 
Unamortized bond discount - 1997 Water Certificates of Participation 

Deferred amount on refunding - 1997 Water Certificates of Participation (1,224,635) 

Total business-type activities certificates of participation $70,006,989 



Annual debt service requirements to maturity for certificates of participation are as follows: 

Governmental Activities Business-type Activities 
Year Ending June 30, Principal Interest Principal Interest 

Total $20,820,000 $9,844,275 $71,595,000 $49,715,130 

Lease Revenue Bonds - Governmental activities: 

1998 Lease Revenue Bonds (Capital Improvements and Refinancing Project) in the original 
principal amount of $61,430,000, issued to provide funding for the City's portion of a 
CityICounty government building, parking garage, new police station, and other governmental 
capital improvements; serial certificates with annual maturities on September 1, in amounts 
from $30,000 to $450,000; interest payments at 4.2% to 5.125%; final maturity in 2034. 

2007 Lease Revenue Refunding and Capital Improvement Bonds in the amount of 
$62,275,000, issued to refund 1997 John Thurman Field bonds in full, to provide additional 
project funds for John Thurman Field, and to partially refund the 1998 Lease Revenue Bonds; 
variable auction rate securities issued in denominatiqns of $25,000 maturing on September 1, 
2033, bearing interest at 3.7% through September 8,2008; thereafter, the bonds convert to a 
variable rate with interest calculated weekly; the rate will fluctuate according to market 
conditions, but is capped at 12%; annual principal payments in the amount of $250,000 to 
$4,250,000 beginning September 1, 2007. 

The City entered into a 25-year interest rate swap agreement, which will become effective 
September 3, 2008, in the same amount as the outstanding principal balance of the Bonds on 
that date. The combination of the variable rate bonds and a floating swap rate will create 
synthetic fixed-rate debt for the City. Because neither the auction rate nor the swap rate are 
effective as of June 30, 2007, the initial bond interest rate of 3.7% is used for disclosure 
purposes. The terms of the swap agreement will be disclosed when it becomes effective. 62,275,000 

Total lease revenue bonds 



Annual debt service requirements to maturity for lease revenue bonds are as follows: 

Year Ending June 30, 

Total 

Principal Interest 

Revenue Bonds - Business-type activities: 

Sewer Enterwise Fund: 

Wastewater Treatment Facility Revenue Bonds, Series 2005 Series A and B; Series A 
(non-taxable) interest payable on November 1 and May 1; serial certificates with annual 
maturities on November I ,  in amounts from $575,000 to $3,230,000, with interest rates from 
3.0% to 5.25%; Series B (taxable) interest payable on November 1 and May I ;  serial 
certificates with annual maturities on November 1, in amounts from $1,075,000 to 
$1,115,000, with interest rates from 4.14% to 4.40%. $ 36,595,000 

Wastewater Revenue Bonds, Series 2006A; interest payable on November 1 and May 1; 
serial certificates with annual maturities on November I ,  in amounts from $880,000 to 
$1,005,000, with interest rates from 4.2% to 4.5%; term certificates in the amount of 
$5,710,000 maturing in 2031 and $7,060,000 maturing in 2036, bearing interest at 4.25%, 
with annual payments beginning in 2024. 16,535,000 

Total principal balances - business-type activities 53,130,000 

Plus: Unamortized bond premium - 2005 Bonds 2,044,805 

Less: 
Unamortized bond discount - 2006 Bonds 

Deferred amount on refunding - 2005 Bonds (3,303,193) 

Total business-type activities revenue bonds $ 51,558,192 

The 2005 and 2006 bonds were issued to fund a variety of Sewer Enterprise Fund wastewater capital improvements. 



Annual debt service requirements to maturity for revenue bonds are as follows: 

Year Ending June 30, 
2008 

Total 

Principal 
$ 1,710,000 

1,660,000 
1,710,000 
1,765,000 
1,855,000 

10,820,000 . 
13,845,000 
6,995,000 
5,710,000 
7,060,000 

lnterest 
$ 2.428.988 

Notes Payable - Governmental activities: 

Note payable to the Federal Housing and Development Department for the purpose of 
constructing the Neighborhood Center at Marshall Park and the expansion of the Maddux 
Youth Center; to be repaid using future Community Development Block Grant revenue; 
interest rates from 3.09% to 6.01 %; semi-annual installments on August 1 and February 1 
through August 2024. $4,221,000 

Fleet Manaaement Internal Service Fund: 

Note payable for the acquisition of property related to the Police Fleet Shop; variable 
interest rate with a minimum of 6% and a maximum of 9%; monthly payments of $3,010, 
including interest, through February 2012. 144,446 

Total notes payable $4,365,446 

Annual debt service requirements to maturity for these notes payable are as follows: 

Year Ending June 30, Principal Interest 

Total 

lnterest Rate Swar, Aareements 

During fiscal year 2007, the City entered into an interest swap agreement in connection with the 2006 Water Revenue 
Certificates of Participation. This transaction allows the City to create a synthetic fixed rate on the COPS, protecting it 
against increases in short-term interest rates. The terms, fair value and credit risk of the swap agreement is disclosed 
below. For the swap agreement pertaining to the 2007 Lease Revenue Refunding and Capital Improvement Bonds, 
these disclosures will be made when the agreement becomes effective in fiscal year 2009. 



Terms -The terms, including the counterparty credit rating of the outstanding swap, as of June 30,2007 are shown in 
the table below. The swap agreement contains scheduled reductions to the outstanding notional amount that are 
expected,to follow scheduled principal reductions in the associated debt issue. 

Not~onal Effective 
Credit Fixed Variable 
Ratina Rate Rate Term~nat~on 

Related Debt Issue Amount Date Counterparty (sap: Paid Received Date 
63.7% of 

2006 Water Revenue Bank of 30-day 
COPS $46,275,000 11/2/2006 America AA+ 3.48% LIBOR, 10/1/2036 

plus 
. I  54% 

Based on the swap agreement, the City owes interest calculated at a fixed rate to the counterparty (Bank of America). 
In return, the counterparty owes the City interest based on the variable rate that approximates the rate required by the 
associated COPs. Debt principal is not exchanged; it is only the basis on which the swap receipts and payments are 
calculated. 

Fair value - Fair value takes into consideration the prevailing interest rate environment, the specific terms and 
conditions of each transaction and any upfront payments that may have been received. Fair value was estimated 
using the zero-coupon discounting method, which calculates the future payments required by the swap, assuming that 
the current forward rates implied by the LIBOR swap yield curve are the market's best estimate of future spot interest 
rates. These payments are then discounted using the spot rates implied by the current yield curve for a hypothetical 
zero-coupon rate bond due on the date of each future net settlement on the swaps. As of June 30,2007, the fair value 
of the 2006 Water Revenue Certificates of Participation swap was in favor of the City as shown in the following table: 

Bond Issue Fair Value 

2006 Water Revenue Certificates of Participation $1,546,494 

Credit risk - As of June 30, 2007, the City was exposed to credit risk on the swap because the swap had positive fair 
value. This amount may increase if interest rates increase in the future. However, if interest rates decline and the fair 
value becomes negative, the City would no longer be exposed to credit risk. The City will be exposed to interest rate 
risk only if the counterparty to the swap defaults of if the swap is terminated. 

Basis risk - Basis risk is the risk that the interest rate paid by the City to the bondholders on the underlying variable 
rate bonds temporarily differs from the variable swap rates received from the counterparty. The swaps have basis risk 
since the City receives a percentage of the LlBOR Index to offset the actual variable bond rates the City pays on the 
underlying certificates of participation. The City is exposed to basis risk should the floating rate that it receives on the 
swap be less than the actual variable rate the City pays on the bonds. Depending on the magnitude and duration of 
any basis risk shortfall, the expected cost of the basis risk may vary. 

A portion of this basis risk is tax risk. The City is exposed to tax risk when the relationship between the taxable LlBOR 
based swaps and tax-exempt variable rate bonds changes as a result of a reduction in federal and state income tax 
rates. Should the relationship between LlBOR and the underlying tax-exempt variable rate bonds converge the City is 
exposed to this basis risk. 

Termination risk - The City may terminate the swap contract if the other party fails to perform under the terms of the 
contract. The City will be exposed to variable rates if the counterparty defaults or if the swap contract is terminated. A 
termination of the swap contract may also result in the City's making or receiving a termination payment based on 
market interest rates at the time of the termination. If at the time of termination the swap has a negative fair value, the 
City would be liable to the counterparty for a payment equal to the swap's fair value. 

Swap pavments and associated debt - Using rates as of June 30,2007, debt service requirements of the 2006 Water 
Revenue Certificates of Participation and net swap payments, including broker fees, are as shown in the following 
table. These payments are also included in the table of debt service requirements accompanying the Certificates of 
Participation disclosure above. The bond interest payments and net swap payments will vary as interest rates vary. 



Interest Rate 
Year Ending Variable-Rate Bonds Swap, Net, and 

June 30 Principal Interest Broker Fees Total 

Total 

Advance Refundins of 1997 and 1998 Lease Revenue Bonds 

In April 2007, the City refunded the balance of outstanding 1997 Lease Revenue Bonds (John Thurman Field Project), 
and a portion of 1998 Lease Revenue Bonds (Capital Improvements and Refinancing Project), by placing a portion of 
the 2007 Lease Revenue Bond proceeds in irrevocable trust accounts. The trust was sufficient to pay on May 23, 
2007 the prepayment price of 102% of the principal amount and accrued interest on the 1997 Lease Revenue Bonds. 
The remaining trust account will generate sufficient resources to pay the prepayment price of 101% of the principal 
balance plus interest of a portion of the 1998 Lease Revenue Bonds on September 1,2008. As of June 30,2007, 
the 1997 Lease Revenue Bonds have been paid in full, and 1998 Lease Revenue Bonds in the amount of $55,460,000 
are considered defeased. These auction rate refunding bonds were issued to reduce the total debt service payments 
over the next 30 years by an estimated $7,928,935, resulting in an estimated economic gain of $5,075,172. 

Chancres in Lonq-Term Liabilities 

Long-term liability activity for the year ended June 30, 2007, was as follows: 

Governmental activities: 
Loans payable 
Certificates of partlclpatlon 
Leaserevenuebonds 
Notes payable 
Obligations under capital leases 
Compensated absences 
Cla~ms llabillty 
Governmental activities long- 
term l~abi l~t~es 

Business-type activities: 
Loan payable 
Certificates of partlclpatlon 

Unamort~zed discounts 
Deferred amount on 
refundlng 

Revenue bonds 
Unarnortlzed premium 
Unamortized discount 
Deferred amount on 
refundlng 

Capital lease 

Beginning 
Balance 

$ 445.634 
21,655,000 
62,505.000 

4,535,034 
444.904 

61,616,954 
16,331,110 

$1 67.533.636 

$ 2,156,040 
26.305.000 

(385,551) 

(1,299,371 ) 
38,245,000 
2,172,605 

Additions Reductions 

$ 40,634 
835,000 

58,340,000 
169,588 
444,904 

10,999,807 
8,936,742 

$79,766,675 

$197,764 
985,000 
(22,175) 

(74.736) 
1,650,000 

127,800 
(1 0,447) 

(272,392) 
70,955 

Endlng 
Balance 

Due Within 
One Year 

Developer advances 2.1 77,761 94.572 . 2,083,189 92,822 
Business-type activities long- 
term liabilities $66,018,487 $62,486.1 33 $2,746,341 $125,758,279 $3.1 10,947 - 

Principal balances are reported on the government-wide and enterprise funds statements of net assets net of 
unamortized issuance discounts and deferred amounts on refunding. 



Internal service funds predominantly serve the governmental funds. Accordingly, long-term liabilities for them are 
included as part of the above totals for governmental activities. At year end $144,446 of internal service funds 
obligations under notes payable, and $21 1,354 in capital leases are included in the above amounts. Also, the 
compensated absences and claims liability balances relate to the internal service funds, and as such they are 
liquidated by the internal service funds. 

Prior year defeasance of debt 

In 2005, the City issued refunding Wastewater Revenue Bonds to refund 1993, 1996 and 1997 Wastewater 
Revenue Bonds. The proceeds were used to purchase U.S. government securities, which were deposited in an 
irrevocable trust to provide for all future debt service requirements of the three refunded issues. Both the 1993 
and 1996 Bonds have been fully redeemed. As of June 30, 2007 $32,340,000 of 1997 revenue bonds are 
considered defeased and are not included in the Sewer Fund. 

D. OBLIGATIONS UNDER CAPITAL LEASES 

Enter~rise Funds 

Two wheel loaders, valued at $371,458, less $82,400 accumulated depreciation, are being leased under a capital 
lease arrangement. The following is a schedule of the future minimum lease payments on this capital lease as of 
June 30,2007: 

Year Ending June 30, 

2008 
2009 
Total minimum lease payments 
Less: amount representing interest 

Present value of minimum lease payments 

Internal Service Funds 

A software license valued at $21 1,354 is being leased under a capital lease arrangement. The following is a 
schedule of the future minimum lease payments on this capital lease as of June 30, 2007: 

Year Ending June 30, 

2008 
2009 
201 0 
Total minimum lease payments 
Less: amount representing interest 

Present value of minimum lease payments 



E. DEVELOPER ADVANCES 

The Del Este Water Company (Del Este) entered into various agreements with developers under which 
infrastructure components were either constructed on behalf of Del Este or cash was advanced to the company to 
construct the infrastructure. Agreements in existence at the time of the City's acquisition of Del Este were 
assumed by the City. The terms of repayment call for no interest, with principal paid over a 40-year period. As of 
June 30,2007, the total outstanding balance due under the agreements is $2,083,189. The total annual payments 
fluctuate depending on the ending date of each agreement. At June 30,2007, the amount of $92,822 due during 
fiscal year 2008 has been reported as "current portion-developer advances" on the Proprietary Funds statement of 
net assets. The remaining $1,990,367 of outstanding principal has been reported under noncurrent liabilities, as 
"developer advances." 

F. INTERFUND BALANCES 

lnterfund balances as of June 30, 2007 consist of the following: 

Due to General Fund from: 
Other governmental funds - total due toldue from 

Advances from General Fund to: 
Capital Facility Fees Fund $1,254,203 
Other governmental funds 168,583 
Other enterprise funds 878,704 

Total advances from General Fund 2,301,490 
Advances from other governmental funds to Capital Facility Fees Fund 102,124 
Advances from internal service funds to General Fund 1,782,462 
Total advances fromladvances to $4,186,076 

All balances reported as "due toldue from" are short-term loans to cover temporary fund cash shortages as of 
June 30,2007, and were repaid early in fiscal year 2008. Balances reported as "advance toladvance from" were 
for capital projects expenditures and are either in the process of being repaid or have scheduled repayments in 
future years. $3,800,776 of advances are not currently scheduled for repayment during 2008. 



G. RESERVES AND DESIGNATIONS OF FUND BALANCES 

The City's reserves and designations at June 30, 2007 are comprised of the following: 

Capital Community Other 
Facility Facility 

General Fees Districts Governmental 

Reserved for: 
Encumbrances 
Loan programs 
Interfund advances 
Set-aside requirement 
Property held for resale 
Debt service 

Total reserved 

Desiqnated for: 
Pending projects 

Total designated 

1. Reserve for encumbrances - Amounts reserved for encumbrances represent the total of outstanding purchase 
orders and contracts which are scheduled for reappropriation in the next fiscal year. 

2. Reserve for loan programs -Amounts equal to the outstanding housing program and small business notes 
receivable are reserved in the Housing and Community Development Fund Special Revenue Fund and the 
Redevelopment Agency Capital Projects Fund. 

3. Reserve for interfund advances - The City reserves an amount in each fund equal to the advances to other 
funds. 

4. Reserve for Redevelopment Agency set-aside requirement - The portion of fund balance relating to State 
required low-to-moderate income housing set-aside, has been reserved in the Redevelopment Agency Capital 
Projects Fund. 

5. Reserve for property held for resale - The City reserves an amount equal to the property held for resale by the 
Redevelopment Agency, since it is not an available spendable resource. 

6. Reserve for debt service - The total fund balances of the debt service funds are reserved for future debt 
service requirements. 

7. Designation for pending projects - Designations for pending projects are established to fund projects approved 
but not yet appropriated. 



H. DEFICIT FUND EQUITY 

The capital Grants Capital Projects Fund has a deficit fund balance of $1,903,084. Recognition of deferred 
revenue is expected to resolve this deficit. 

The Golf Enterprise Fund has a net assets deficit of $1,614,556, due to a change in accounting policy several 
years ago, as well as revenues not keeping up with expenses. The City originally classified the 1993 Refunding 
Certificates of Participation as debt of the governmental funds, with construction proceeds transferred to the Golf 
Enterprise Fund when the certificates were issued. However, since the Golf Fund is paying, and is expected to 
continue paying, the entire debt service cost, it was decided that the balance of the debt should be recorded in the 
Golf fund. The Golf fund also has struggled due to competition and lagging revenues. Depreciation expense 
further contributes to the deficit. 

The Employee Benefits Management Internal Service Fund has a net assets deficit of $49,269,248. It exists 
partially because the total compensated absences balance previously classified as debt of the governmental funds 
was included in this fund at its inception several years ago, and has never been fully funded. In addition, the City 
normally contracts for an actuarial valuation of the sick leave liability on an annual basis. Because the City will be 
required to implement GASB 45, which will change the way post-retirement benefits are presented, it was decided 
that for this fiscal year the sick leave would again be estimated. The City is continuing to charge a higher benefit 
rate to help reduce this deficit. In addition, one-time revenues having to do with employee benefits are deposited 
to this fund. 

I. INTERFUND TRANSFERS 

The following is a schedule of interfund transfers. 

Transfers from: 
Capital Community Other 

General Fac~l~ty Fac~l~ties Govern- Other Internal 

Transfers to: Fund Fees Distr~cts mental Water Sewer Bus Enterprise Service Total ----- 
General Fund $353,000 $190,000 $1,746,022 $65,000 $65.000 $18,000 $2,437,022 

Capltal Facll~ty 
Fees 926,120 186,777 1,112,897 
Community 
Facil~t~es Districts 196,035 196.035 
Other 
Governmental $10,083,447 341,833 9,814,629 20,239,909 

Water 264,000 264,000 

Sewer 226,389 226,389 

Bus 1,500 1,500 

Other Enterprise 766,887 180,000 $38,550 985,437 
Internal Service 997,710 101,347 23,584p---- 47,694 $128,000 1,298,335 

Grand Total $12,339,933 $992,215 $1 ,I 16,120 $1 1,951,012 $65,000 $65,000 $65,694 $128,000 $38,550 $26,761,524 

In general, the City uses interfund transfers to (1) move revenues from the funds that collect them to the funds that 
statute or budget requires to expend them, (2) use unrestricted revenues collected in the General Fund to help 
finance various programs and capital projects accounted for in other funds in accordance with budgetary 
authorization, and (3) move cash to debt service funds from the funds responsible for payment as debt service 
payments become due. 

J. NOTES RECEIVABLE 

The notes receivable in the Other Governmental Funds of $15,117,307, net of $73,182, allowance for doubtful 
accounts, consist of loans made for low-income housing rehabilitation, property improvement and small business 
origination. The loans are collateralized by deeds of trust on the improved properties, are generally interest free 
with the exception of a small number of direct loans bearing annual interest at 3 or 5 percent and, with a few 
exceptions, require no repayment of principal until the loans reach maturity. 



K. APPROVED LOANS PAYABLE 

The approved loans payable in the Housing and Community Development Special Revenue Fund of $2,724,225 
consist of amounts being held for rehabilitation of properties using funds provided by federal grants. The liability is 
expected to be liquidated within one year. 

L. SPECIAL ITEMS 

These expenses in the Water and Sewer Enterprise funds represent legal 5osts incurred in pursuit of mitigating 
damages from the manufacturers of perchlorethylene, or PCE, a common chemical used in the dry cleaning 
industry. This chemical has seeped into the groundwater through sewer lines when improperly disposed, and 
threatens the City's groundwater supplies. Modesto has been proactive in attempting to recover damages and 
future cleanup costs from the dry cleaners and their insurers, and has also initiated litigation with the 
manufacturers. In the current year the City received $1,495,461 in insurance recoveries and settlements from 
some of the smaller defendants. In October 2007 the City settled with one of the defendants and received $12.8 
million, net of attorney fees, that is to be used for the cleanup costs. 

A. RISK MANAGEMENT 

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors 
and omissions; injuries to and illnesses of employees; and natural disasters. The City maintains the lnsurance 
Internal Service Fund to account for and finance its risks of loss. Under this program, the City is self-insured for 
the following risks up to the maximum amount per claim as follows: workers' compensation $750,000; liability 
$1,000,000; and dental care $1,200. In July 1995, the City dropped its self -insured health plan, and now offers a 
variety of commercial plans to its employees. The City purchases commercial insurance for employee disability, 
property loss, airport liability, and for claims in excess of the preceding self-insured coverage amounts. 

For liability claims, the City is one of twelve members of the Authority for California Cities Excess Liability (ACCEL) 
risk pool. This pool covers City claims between $1,000,000 and $4,000,000. The purpose of the pool is to spread 
the adverse effect of losses among the member agencies. The City contributes its pro rata share of anticipated 
losses to the pool. Should actual losses among participants be greater than anticipated, the City will be assessed 
its pro rata share of that deficiency. Conversely, if the actual losses are less than anticipated, the City will be 
refunded its pro rata share of the excess. Commercial insurance covers claims over $5,000,000 in three excess 
layers of $10,000,000 each, for an additional $30,000,000 per claim. Settled claims have not exceeded this 
commercial coverage in any of the past five fiscal years. 

All operating funds participate in the program and make payments to the lnsurance Fund based on historical cost 
andlor actuarial estimates of the amounts needed to pay prior and current year claims, and to allow accrual of 
estimated incurred but not reported claims and allocated loss adjustment expenses. lnsurance premiums to 
commercial insurers are also processed through the lnsurance Fund. The total claims liability at June 30,2007 is 
$16,626,237 consisting of $13,536,000 workers' compensation, $2,637,000 general liability, $363,163 dental, 
$30,449 disability, and $59,625 vision. Workers' compensation and general liability claims liabilities are estimated 
on an actuarial basis, and are reported at their net present value using an expected future investment yield 
assumption of 3.56%. The undiscounted worker's compensation and liability claims totaled $16,649,000 and 
$2,820,000, respectively. 

The current portion of the total claims liability is estimated to be $4,583,644 and the balance of $12,042,593 is 
reported as a long-term liability on the statement of net assets. These claim estimates are based on the 
requirements of Governmental Accounting Standards Board Statement 10, and include estimated claims incurred 
but not yet reported and allocated loss adjustment expenses as of June 30,2007. Changes in the lnsurance Fund 
claims liability during the fiscal years ended June 30, 2006 and June 30, 2007 were: 

Claims Liability Current-Year Claims and Current-Year Claims Liability 
July 1 Changes in Estimates Claim Payments June 30 

2005-06 $13,961,801 $7,458,436 $(5,089,127) $16,331,110 



B. COMMUNITY FACILITIES DEBT WITHOUT'CITY COMMITMENT 

Special assessment and community facilities districts have been established in various areas of the City to provide 
improvements to properties located in those districts. Properties are assessed for the cost of the improvements; 
these assessments are payable solely by the property owners over the term of the debt issued to finance the 
improvements. The City is not legally obligated to pay these debts or be the purchaser of last resort of foreclosed 
properties in the special assessment districts, nor is it obligated to advance City funds to repay this debt in the 
event of default by any property owners. The City functions as an agent for the property owners by collecting 
assessments and forwarding collections to trustees for payment to bond holders. At June 30,2007, the balance of 
these districts' outstanding debt was as follows: 

Issue Outstanding Amount 
Village One #2 Community Facilities District $31,085,000 
Fairview Village Community Facilities District 4,960,000 

C. CONDUIT DEBT OBLIGATIONS 

From time to time, the City has issued revenue bonds to provide financial assistance to private-sector entities for 
the acquisition and construction of industrial, commercial, health care, and multiple-family housing facilities 
deemed to be in the public interest. The bonds are secured by the property financed and are payable solely from 
developer payments on the underlying mortgage loans. Upon repayment of the bonds, ownership of the acquired 
facilities transfers to the private-sector entity served by the bond issuance. Neither the City, the State, nor any 
political subdivision thereof is obligated in any manner for repayment of the bonds. Accordingly, the bonds are 
considered conduit debt obligations and are not reported as liabilities in the accompanying financial statements. 

As of June 30, 2007 there were seven series of conduit revenue bonds outstanding. The aggregate principal 
amount payable for these multiple-family housing and health care facility bond issues, issued between 1993 and 
2002, was $43,365,000. 

D. COMMITMENTS AND CONTINGENCIES 

The City is involved in litigation relating to tort claims, workers' compensation claims and other claims such as 
contract actions and inverse condemnation actions for which the City is self-insured. Management and the City's 
legal counsel anticipate there will be no material effect on the financial statements beyond the amounts accrued in 
the Insurance Internal Service Fund. 

In the 1950's and 19601s, the City operated a landfill facility outside the city limits. This facility was closed in 1968, 
to the standards in effect at that time. State and federal laws and regulations require that the City perform certain 
maintenance and monitoring functions. Testing performed during fiscal year 2007 indicated that methane 
emissions in the area had exceeded State standards, however additional testing performed indicated that the 
emissions were within the allowable levels. If additional postclosure care requirements are determined (due to 
changes in technology or applicable laws or regulations, for example), these costs may result in increased charges 
to future landfill users. As of June 30, 2007 the future postclosure care cost of monitoring the landfill was 
calculated to be immaterial for presentation purposes. 

The City receives funding from a number of federal, state and local grant programs, principally the Federal 
Highway Administration, Community Development Block Grants, and Federal Transit Administration grants. 
These programs are subject to financial and compliance review by the grantors. Accordingly, the City's 
compliance with applicable grant requirements will be determined at some future date. Expenditures, if any, which I 

may be disallowed by the granting agencies cannot be determined at this time. The City does not expect the 
undeterminable amounts of disallowed expenditures, if any, to materially affect the~basic financial statements. 
Receipt of these federal, state and local grant revenues is not assured in the future. 

The City has commitments of $33,333,675 as of June 30,2007 for contracts awarded but not completed and other 
outstanding purchase orders. This amount consists of $1,433,483 in the General Fund, $3,888,291 in the 
Capital Facility Fees Fund, $2,340,868 in the Community Facilities Districts Funds, $8,120,972 in other 
governmental funds, $15,035,353 in the enterprise funds, and $2,514,708 in the internal service funds. 
Commitments of the governmental funds are recorded as fund balance reserves for encumbrances on the balance 
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sheet. As of June 30,2007, there are major contracts and other purchase orders outstanding for the gth Street 
bridge replacement, various new parks, Kiernan Business Park development consultant, storm drain 
improvements, water and sewer system improvements, comprehensive update to the City's general plan, airport 
terminal parking lot expansion, major street improvements, and the purchase of replacement vehicles and 
equipment for the City fleet. 

E. JOINT VENTURES AND JOINTLY GOVERNED ORGANIZATION 

Tuolumne River Reclional Park 

The City participates with Stanislaus County and the City of Ceres in the operation and development of the 
Tuolumne River Regional Park (TRRP). The governing body consists of 2 members from the County Board of 
Supervisors, 2 members from the Modesto City Council, and 1 member from the Ceres City Council. The TRRP 
board prepares the annual budget, which must be approved by both cities' councils and the board of supervisors. 
Each participant has an equity interest in the capital assets of TRRP based on the percentage of cumulative 
contributions paid. The City's contribution to TRRP was $129,264 for the fiscal year ended June 30, 2007. As of 
June 30,2007 the City's investment in this joint venture was $1,807,047, and is included in governmental activities 
on the statement of net assets. Financial statements for TRRP are prepared by the City of Modesto Finance 
Department. I 

Stanislaus Druu Enforcement Aclency 

Stanislaus County (County) and the cities of Modesto, Oakdale, Ceres, Patterson, Turlock, Riverbank and 
Newman are the participants in the Stanislaus Drug Enforcement Agency (SDEA). The purpose of the SDEA is to 
maintain a specially trained police unit to assist each of the participating agencies in the enforcement of drug 
control laws, and to study, plan, and set priorities for effective enforcement of such laws throughout Stanislaus 
County. The governing board consists of the sheriff of Stanislaus County and the chief of police of each 
participating city. All participants contribute to the funding of the SDEA budgeted expenditures, based on 
population and assessed property value. The City's contribution to the SDEA for the fiscal year ended June 30, 
2007 was $693,390, consisting of a $373,855 cash contribution and in-kind services valued at $319,535. The 
City's investment in this joint venture was estimated to be $442,657 as of June 30,2007, based on the most recent 
available information. This amount is reported in governmental activities in the statement of net assets. 
Financial statements of the SDEA are prepared by the City of Modesto Finance Department. 

Citv-Countv Capital lmprovements and Financina Aclency 

The City and Stanislaus County formed the City-County Capital lmprovements and Financing Agency (Agency) to 
provide for the design, construction, ownership, operation, management and financing of a City-County 
administration center located in'Modestols downtown redevelopment area. The governing body is a commission 
consisting of 2 members of the City Council, 2 members of the County Board of Supervisors, the County Chief 
Executive Officer, and the City Manager. The commission is responsible for developing an annual budget and 
determining the annual contribution rates, subject to approval by both the City and the County. The Stanislaus 
County Auditor Controller was the fiscal administrator during the construction phase, which was finaled at the end 
of June 2003. Since then, the City of Modesto has been the fiscal administrator. For the fiscal year ended June 
30, 2007, the City's payments to the Agency were $676,371. The City's equity interest in the Agency is 
$14,386,896, equal to its fixed asset contributions to date net of depreciation, and is reported in governmental 
activities as investments in joint ventures in the Statement of Net Assets. Financial statements of the Agency will 
be available from the Agency after the initial audit of the Agency's books has been completed. 

Stanislaus Waste-to-Enerclv Financinu Aclency 

The City participates with Stanislaus County in the Stanislaus Waste-to-Energy Financing Agency (Agency). The 
Agency was created to provide financing for a facility that generates power from solid waste. The costs of 
operating the Agency, if any, are shared equally by the participants. The governing body consists of 2 members 
each from the County Board of Supervisors and the Modesto City Council. As of June 30,2007, the City has no 
equity interest. Stanislaus County Treasurer's office prepares the Agency's financial statements. 



Reqional Fire Traininq Center 

The City has entered into an agreement with the Yosemite Community College District (YCCD) and Stanislaus 
County for the use and management of the regional fire training center at Modesto Junior College. The executive 
board consists of the YCCD Chancellor, the President of Modesto Junior College, the City Manager of the City of 
Modesto, and the Chief Executive Officer of Stanislaus County. The YCCD is responsible for accounting and for 
monitoring the center's budget. All three entities share in the operating costs. Initial construction costs were paid 
by the YCCD from borrowed funds, with the City and County reimbursing a portion of these costs in exchange for 
future use of the center. The City has paid its share of the construction costs in full. Title to the constructed asset 
is held by the YCCD; therefore, the City has no equity interest. 

F. TREATMENT AND DELIVERY AGREEMENT 

In 1992, the City entered into a treatment and delivery agreement with the Modesto Irrigation District (MID) and the 
Del Este Water Company (Del Este). The City assumed Del Este's interest and obligations under the agreement 
when it acquired Del Este in July 1995. Under the agreement, MID built and operates a surface water treatment 
plant on the Tuolumne River for the purpose of providing a long-term source of domestic treated water for the City. 
MID is the sole owner of the project, and has all management and operations responsibility. In exchange for the 
treated water, the City has agreed to pay: all debt service,on bonds issued by MID for the construction of the 
project; a raw water charge as set forth in the agreement; project operation, administration, and maintenance 
costs; and insurance on the project. Gross revenues of the City's Water Fund are irrevocably pledged for the 
punctual payment of the MID debt service and all obligations of the City under any parity debt. Current parity debt 
of the City consists of the 2006 Water Revenue Certificates of Participation, 1997 Water System Improvement 
Project Refunding Certificates of Participation, and the California Safe Drinking Water Act loan (Note Il-C). The 
minimum annual amount payable to MID, consisting of the debt service component only, is $6,687,444. The 
treatment plant completed all tests and began commercial operations on May 15, 1995, at which time the City 
began paying for raw water and operations. The total cash paid to MID during the fiscal year ended June 30, 
2007 was $12,608,001, which is reported as "water purchases" expense on the proprietary funds statement of 
revenues, expenses and changes in net assets in the amount of $12,904,328, and as prepaid expense of 
$706,673. Prior year prepaid expense of $1,003,000 reduced the amount of cash paid during the current fiscal 
year. 

The City and MID have agreed upon an expansion of the initial Domestic Water Project facilities beyond the 
existing design capacity of 36 million gallons per day ("mgd") to a design capacity of 72 mgd. In June 2007, the 
MID issued $93,190,000 Domestic Water Project revenue bonds pursuant to the terms of the existing treatment 
and delivery agreement. Therefore, as of June 30,2007, the total outstanding on the MID bonds is: $73,780,000 
for the 1998 bonds, and $93,190,000 for the 2007 bonds for a total of $166,970,000. 

G. POST-RETIREMENT HEALTH CARE BENEFITS 

In addition to the pension benefits described below in Note Ill-H, the City provides health care benefits to 
employees who retire from the City, under contractual agreements with all employee groups. All full-time 
employees, except firefighters who receive a cash payout, are eligible to set aside a percentage of accumulated 
sick leave upon retirement, to be used for payment of future health care premiums to a choice of four insurance 
plans. The City has no obligation to pay premiums for retirees with no accumulated sick leave. The estimated 
liability for current retirees' future premiums is $16,341,924 as of June 30,2007. The estimated current portion of 
$1,969,375 is fully funded. The long-term portion $14,372,549 is partially funded, with the balance being funded 
over time by charges to the City's operating funds. The current and long-term portions are reported in the 
Employee Benefits Management Fund as part of the compensated absences liability balances. 



H. DEFINED BENEFIT PENSION PLAN 

Plan Descri~tion 

The City contributes to the California Public Employees Retirement System (CalPERS), an agent multiple- 
employer public employee defined benefit pension plan, which acts as a common investment and administrative 
agent for participating public entities in California. CalPERS provides retirement and disability benefits, and death 
benefits to plan members and beneficiaries. Benefit provisions and all other requirements are established by 
state statute and city ordinance. Copies of CalPERS' annual financial report may be obtained from their executive 
office: 400 P Street, Sacramento, CA 95814. An annual financial report for the City's portion of the plan is not 
available. 

Fundinq Policy 

Participants are required to contribute 7% (9% for safety employees) of their annual covered salary, of which the 
City pays the majority on behalf of the employees. The City is required to contribute at an actuarially determined 
rate; the current rate is 9.124% of annual covered payroll for non-safety employees and 24.421% for safety 
employees. The contribution requirements of plan members and the City are established and may be amended by 
CalPERS. 

Annual Pension Cost 

For 2007, the City's annual pension cost of $12,214,853 for CalPERS was equal to the City's required and actual 
contributions. The required contribution was determined as part of the June 30,2004 actuarial valuation using the 
entry age normal actuarial cost method. This is a projected benefit cost method, which takes into account those 
benefits that are expected to be earned in the future as well as those already accrued. The actuarial assumptions 
included (a) 7.75% investment rate of return (net of administrative expenses), (b) projected annual merit or 
seniority salary increases that vary by length of service, and (c) no post-retirement benefit increases. Both (a) 
and (b) included an inflation component of 3.0%. The actuarial value of the City's CalPERS assets was 
determined using techniques that smooth the effects of short-term volatility in the market value of investments over 
a three-year period (smoothed market value). The City's CalPERS unfunded actuarial accrued liability is being 
amortized as a level percentage of projected payroll on a closed basis. The remaining amortization period at June 
30, 2006 was 32 years for both the miscellaneous and safety plans. 

THREE-YEAR TREND INFORMATION FOR PERS - ALL PLANS 

Annual Pension Percentaae of Net Pension 
Fiscal Year Cost (APC) APC contributed Obligation 

6130105 $8.276.570 100% 

SCHEDULE OF FUNDING PROGRESS FOR PERS 
Overfunded Unfunded 

Entry Age (Underfunded) Actuar~al 
Actuarial Actuarial Actuarial L~ab~ l~ ty  as 

Actuar~al Value of Accrued Accrued Funded Covered Percentage of 
Valuat~on Assets Liability L~abil~ty Ratio Payroll Covered Payroll 

Date (A) (B) (A - B) (NB) (C) [(A - B)IC] 
6130104: 

Mlsc. $204,261,809 $212,669,957 $(8,408,148) 96.0% $41,083,600 20 5% 
Safety 221,621,121 257,554,567 (35,933.446) 86 0% 29,085,514 123.5% 

6130105: 
Misc. $216,307,677 $231,079,054 $(12,771.377) 94.5% $42,221,273 30.2% 

Safety 239.1 78,942 273,741,974 , (34,563,032) 87.4% 30,117,501 114.8% 

6130106: 
Misc. $234,337,099 $248,371,895 $(14,034,796) 94 3% $43,582,742 32 2% 

Safety 258,762,829 293,433,826 (34,670,999) 88 2% 32,412,111 107 0% 
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CITY OF MODEST0 
SCHEDULE OF REVENUES - BUDGET (GAAP BASIS] 

ANDACTUAL-GENERALFUND 
Year ended June 30,2007 

Variance with 
Final Budget - 

Budget Pos~t~ve 
Or~ginal F~nal Actual (Negative) 

TAXES: 
Util~ty users tax 
Property tax 
Transient occupancy tax 
Franch~se tax 
Business l~cense tax , 

Total taxes 

LICENSES AND PERMITS 

INTERGOVERNMENTAL: 
Sales tax 
In-lieu sales tax 
Motor vehicle l~cense fees 
State 
County 
Federal 
Other intergovernmental 

Total intergovernmental 

CHARGES FOR SERVICES: 
General government 
Community development 
Public works 
Parks and recreation 
Pubhc safety 
Other current charges for services 
lnd~rect cost recovery 

Total charges for sewices 

SPECIAL ASSESSMENT 

INTEREST AND RENT 

NET INCREASE (DECREASE) IN FAIR VALUE 
OF INVESTMENTS 

FINES AND FORFEITURES 

MISCELLANEOUS: 
Mandated cost recovery 
Other 

Total miscellaneous 

Total revenues 

The notes to requ~red supplementary ~nformation are an integral part of th~s schedule 
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CITY OF MODEST0 
SCHEDULE OF EXPENDITURES BY FUNCTION - BUDGET 

JGAAP BASIS) AND ACTUAL - GENERAL FUND 

General government: 
Clty council 
Personnelltrain~ng 
City manager 
City attorney 
Clty clerklaudltor 
Finance 
Other 

Total general government 

Year ended June 30,2007 

Variance wlth 
Final Budget - 

Budget Posit~ve 
Orlginal Final Actual (Negative) 

Community development 6,313,766 6,619,484 5,362,329 1,257,155 

Publlc works: 
Engineering and Transportation Dept: 

Construction administrat~onlpermits 865,894 952,575 763,901 188,674 
Engineering administration 1,456,411 1,489,475 1,379,882 109,593 

Operations and Maintenance Dept: 
Service and maintenance 4.050.894 4.091.589 3.912.980 178.609 
Graffltl abatement 

Total publlc works 

Parks and recreation: 
Operations and Maintenance Dept: 

Service and ma~ntenance 5,431,788 5,535,387 5,506,403 28,984 
Community Services 8 Neighborhood Connection: 

Adm~n~strat~on 833,807 893,021 799,605 93,416 
Planning and development 493,641 497,241 491,553 5,688 
Culture 1,367,657 1,505,037 1,443,538 61,499 
Recreation divis~on 3,190,169 3,323,635 3,266,829 56,806 
Facilities 

Total parks and recreation 

Public safety: 
Fire protection 
Police protection 

Total public safety 

Total expenditures by department 114,490,096 120,134,659 116,880,339 3,254,320 

Debt servlce: 
Prlnc~pal retirement 
Interest 

Total debt servlce 

Total expend~tures $ 114,500,159 $ 120,144,722 $ 116,890,402 $ 3,254,320 

The notes to requlred supplementary lnformatlon are an ~ntegral part of this schedule 
57 
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CITY OF MODEST0 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 

YEAR ENDED JUNE 30,2007 

BUDGETARY INFORMATION - The City follows these procedures annually in establishing the'budgetary data 
reflected in the budgetary comparison schedules: 

1. The Clty Manager submits to the City Council a proposed budget for the fiscal year commencing the following 
July 1. The budget Includes proposed expenditures and the means of financing them. 

2. The City Council reviews the proposed budget at specially scheduled sessions, which are open to the public. 
The Council also conducts a public hearing on the proposed budget to obtain comments from interested 
persons. 

3. Prior to July 1, the budget is legally adopted through passage of an ordinance. This budget is reported as the 
Original Budget in the budgetary comparison schedules. 

4. During the fiscal year, changes to the adopted budget may be authorized, as follows: 
a. ltems requiring City Council action - appropriation of fund balance reserves; transfers of appropriations 

between funds; appropriation of any non-departmental revenue; new interfund loans or advances; and 
creation of new capital projects or increases to existing capital projects. 

b. ltems delegated to the City Manager - transfers between departments within funds; appropriation of 
unbudgeted departmental revenues; and approval of transfers that increase salary and benef~t 
appropriations. 

c. ltems delegated to the Finance Director - approval authority over any changes in or transfers from 
budgeted allocations for Internal Service Fund charges. 

d. ltems delegated to Department Heads - allocation of departmental appropriations to line item level 

5. Formal budgetary accounting is employed as a managemknt tool for all funds. Annual budgets are legally 
adopted and amended as required for the general, special revenue, enterprise and internal service funds. 
Project length budgets are adopted for the capital projects funds. All budgets are prepared on a basis 
consistent with generally accepted accounting principles (GAAP), and budgetary comparisons for the general 
and major special revenue funds are presented on this basis in the required supplementary information. A 
debt service payment schedule for the debt service funds is also approved as part of the budget process. 

6. Budget amounts are reflected after all authorized amendments and revisions. This budget is reported as the 
Final Budget In the budgetary comparison schedules. 

7. For each legally adopted operating budget, expendltures may not exceed budgeted appropriations at the 
activity level. The legal appropriation basis is at the level called "department". A "department" for legal 
approprlatlon purposes may be a slngle organization (e.g., City Attorney), or an entlre department having 
multiple organizations within the same fund (e.g., Operations and Maintenance), or an entire fund (e.g., 
Downtown Improvement District). All departments and funds completed the year withln their legally authorized 
expend~tures. Encumbrance accounting, under which purchase orders, contracts and other commitments are 
recorded to reserve the applicable appropriations, is employed in the governmental funds. 

The City does, however, honor the contracts represented by year-end encumbrances and the subsequent 
year's appropriations provide authority to complete these transactions 



COMBINING AND INDIVIDUAL FUND 
STATEMENTS AND SCHEDULES 



Nonmajor Governmental Funds 

Nonrnajor Special Revenue Funds 

Special Revenue Funds include funds which are restricted as to use by the Federal or State governments, and special 
purpose funds established by authority of the City Council. Nonmajor Special Revenue Funds include: 

OPERATING GRANTS FUND - To account for a variety of governmental fund operating grants, including law 
enforcement grants. 

LOCAL TRANSPORTATION FUND - To account for revenues and expenditures of Local Transportation Fund 
allocations for streets, urban trails, and non-motorized facilities. Allocations for the City bus system are reported directly 
in the Bus Enterprise Fund. 

TRAFFIC SAFETY FUND -To  account for receipts and expenditures of traffic safety fines. 

SPECIAL GAS TAX STREET IMPROVEMENT FUND -To account for State-collected, locally-shared gas tax monies. 
These funds may be used for all street purposes including construction, purchase of rights-of-way, and maintenance. 

DOWNTOWN IMPROVEMENT DISTRICT FUND -To account for the fiscal activities of Business Improvement Area A 
of the City of Modesto. 

HOUSING AND COMMUNITY DEVELOPMENT FUND - To account for grants and other monies received and 
disbursed for projects developed and administered under the Housing and Community Development Act of 1974. 

STRATEGIC PLANNING AND DEVELOPMENT FUND - Established to provide a funding source for future village 
planning, general plan update and other large expenses related to planning and development. This fund was originally 
financed with an apportionment of the PERS rebate related to AB702. Subsequent funding has been provided by 
transfers from the General Fund. Future fundlng will be provided by fees imposed on private development. 

Nonrnajor Capital Projects Funds 

Capital Projects Funds are used to account for financial resources to be used for the acquisition or construction of major 
capital facilities other than those financed by proprietary funds. Nonmajor Capital Projects Funds include: 

SPECIAL FUND FOR CAPITAL OUTLAYS - To account for capital outlay authorized by the City Council. No monies 
placed in thls fund are to be disbursed except for this purpose unless authorized by a vote of the people. 

PARKS FUND - To account for a discretionary transfer of General Fund property tax revenue to provide for the 
development of parks within the City, as directed by the City Council. 

McHENRY MANSION RESTORATION FUND - To account for donations and other revenues received and 
appropriated for the purpose of restoring the McHenry Mansion. 

CAPITAL GRANTS FUND - To account for receipts and disbursements of a variety of Governmental Fund capital 
grants. 

REDEVELOPMENT AGENCY FUND - To account for the construction of capital projects financed by the 
Redevelopment Agency of the City of Modesto. 

IMPROVEMENT DISTRICTS FUND - To account for the construction of public improvements deemed to benefit 
properties against which special assessments are levied. 

PUBLIC FINANCING AUTHORITY FUND - To account for the financing of various projects authorized by the Modesto 
Public Financing Authority. 



Nonrnajor Debt Service Funds 

Debt Service Funds are used to account for the,,accumulation of resources for, and the payment of, general long-term 
debt principal and interest. Nonmajor Debt Service Funds include: 

REDEVELOPMENT AGENCY FUND -To account for certificates of participation issued to finance the acquisitions and 
construction of the Modesto Centre Plaza. 

PUBLIC FINANCING AUTHORITY FUND - To account for paymelit of debt issued to finance projects authorized by the 
Modesto Public Financing Authority. 



CITY OF MODEST0 
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS 

June 30,2007 

Special Revenue 
Special Gas Downtown 

Operating Local Traffic Tax Street Improvement 
Grants Transportation Safety Improvement District 

ASSETS 
Cash and cash equivalents 
Cash and cash equivalents 
with fiscal agent 

Receivables: 
Accounts 
Interest 
Utilities, net 
Taxes 

Due from governments 
Notes receivable, net 
Prepaid expesneslexpenditures 
Property held for resale 
Advances to other funds 

Total assets 

LIABILITIES AND FUND 
BALANCES 

Ltabilltles: 
Accounts payable $ 235,182 $ 30,607 $ 263,374 $ 38 
Accrued salaries and benefits 58,801 56,839 
Due to other funds $ 710,000 
Approved loans payable 
Deferred revenues 1,498,273 3,005,445 925 
Refundable deposits 
Advances from other funds 

Total liabilities 1,792,256 3,715,445 30,607 321,138 38 

Fund balances: 
Resewed for: 

Encumbrances 
Loan programs and prepalds 
lnterfund advances 
Property held for resale 
Set-aside requirement 
Debt servlce 

Unrese~edldesignated for: 
Pending projects 

Unresewedlundesignated 

Total fund balances 

Total liabilities and fund balances 



Capital Projects 
Special Fund McHenry Redevelop- Public 

for Capital Mansion Capital ment Financing 
Outlays Parks Restoration Grants Agency Authority 

Hous~nn and Stratenic - - 
Community Planning and 
Development Development 



CITY OF MODEST0 
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS (Continued) 

June 30.2007 

Debt Sewice 
Public 

Redevelopment Financing 
Agency Authority Total 

ASSETS 
Cash and cash equivalents 
Cash and cash equivalents 
with fiscal agent 

Receivables: 
Accounts 
Interest 
Utilities, net 
Taxes 

Due from governments 
Notes receivable, net 
Prepaid expesnesiexpenditures 
Property held for resale 
Advances to other funds 

Total assets 

LIABILITIES AND FUND 
BALANCES 

Liabilities: 
Accounts payable 
Accrued salaries and beneflts 
Due to other funds 
Approved loans payable 
Deferred revenues 
Refundable deposits 

Advances from other funds 

Total liabllitles . 

Fund balances. 
Resewed for: 
Encumbrances 
Loan programs 
Interfund advances 
Property held for resale 
Set-aside requirement 
Debt service 

Unresewedldesignated for: 
Pending projects 

Unresewedlundes~gnated 

Total fund balances 

Total liabilities and fund balances 
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CITY OF MODEST0 
\ COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 

IN FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS 
Year ended June 30,2007 

Special Revenue 
Special Gas Downtown 

REVENUES: 
Taxes 
Licenses and permits 
Intergovernmental 
Charges for services 
Special assessments levied 
Interest and rent 
Net increase (decrease) in fair 
value of investments 
Fines and forfeits 
Miscellaneous 
Total revenues 

EXPENDITURES: 
Current. 
General government 
Community development 
Highways and streets 
Public works 
Parks and recreation 
Public safety 

Capital outlay. 
General government 
Community development 
Highways and streets 
Public works 
Parks and recreation 
Public safety 

Debt service. 
Principal retirement 
Interest 
Advance refunding escrow 
Other 
Total expenditures 

Operating Local Traftic Tax Street Improvement 
Grants Transportation Safety Improvement District 

EXCESS (DEFICIENCY) OF 
REVENUES OVER (UNDER) 
EXPENDITURES (2,898.106) 2,773,980 1,222,704 (2,371,493) 1,604 

OTHER FINANCING SOURCES (USES): 
Transfers in 2,648,523 4,984,943 
Transfers out (2,685,131) (1,052,000) (1,265,085) 
Issuance of loans payable 
Issuance of lease revenue bonds 
Payments to refunded certificates of 
participation escrow agent 

Sale of assets 

TOTAL OTHER FINANCING 
SOURCES (USES) 2,648,523 (2,685,131) (1,052,000) 3,719,858 

NET CHANGE IN FUND BALANCES (249.583) 88.849 170.704 1.348.365 1.604 
FUND BALANCES, July 1 
FUND BALANCES, June 30 



Capital Projects 
Suec~al Fund McHenrv red eve lo^- Public Housing and Strategic 

Community Planning and 
Development Development 

for Capital Mansion Capital rnent Financ~ng 
Outlays Parks Restoration Grants Agency Authority 

(continued) 



CITY OF MODEST0 
COMBINING STATEMENT OF REVENUES, EXPENDITURES. AND CHANGES 

IN FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS 
Year ended June 30,2007 

REVENUES: 
Taxes 
Licenses and permits 
Intergovernmental 
Charges for services 
Special assessments levied 
lnterest and rent 
Net increase (decrease) in fair 
value of Investments 
Fines and forfeits 
Miscellaneous 
Total revenues 

EXPENDITURES: 
Current: 

General government 
Community developement 
Highways and streets 
Public works 
Parks and recreation 
Public safety 

Capltal outlay: 
General government 
Community developement 
Highways and streets 
Public works 
Parks and recreation 
Public safety 

Debt service: 
Principal retirement 
lnterest 
Advance refunding escrow 
Other 
Total expenditures 

Debt Service 
Public 

Redevelopment Financing 
Agency Authority Total 

EXCESS (DEFICIENCY) OF 
REVENUES OVER (UNDER) 
EXPENDITURES 637,002 (4,131,993) (7,070,711) 

OTHER FINANCING SOURCES 
(USES): 
Transfers ~n 25,807 3,522,384 20,239,909 
Transfers out (91 8,221) (1 1,951,012) 
Issuance of loans payable 44,138 
Issuance of lease revenue bonds 58,911,124 62,275,000 
Payments to refunded certificates of 
particlpatlon escrow agent (58,911,124) (58,911,124) 
Sale of assets 767,904 

TOTAL OTHER FINANCING 
SOURCES (USES) (892,414) 3,522,384 12,464,815 

NET CHANGE IN FUND BALANCES (255,412) (609,609) 5.394.1 04 
FUND BALANCES, July 1 
FUND BALANCES, June 30 



CITY OF MODEST0 
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - 

BUDGET (GAAP BASIS) AND ACTUAL - OPERATING GRANTS SPECIAL REVENUE FUND 
Year ended June 30,2007 

REVENUES: 
Licenses and permits 
Intergovernmental 

Charges for services 
Special assessments 
Interest and rent - ~nterest 
Net Increase In fair value of investments 
Flnes and forfeits 
Miscellaneous 

Total revenues 

EXPENDITURES: 
General government 
Publlc works 
Parks and recreation 
Public safety 
Total expenditures 

Variance with 
Flnal Budget - 

Budget Positive 
Orlgrnal Final Actual (Negative) 

DEFICIENCY OF REVENUES (UNDER) EXPENDITURES (7,742,706) (7,858,539) (2,898,106) 4,960,433 

OTHER FINANCING SOURCES: 
Transfers in 

NET CHANGE IN FUND BALANCE 
FUND BALANCES, JULY 1 

FUND BALANCES, JUNE 30 



CITY OF MODEST0 
SCHEDULEOFREVENUES,EXPENDITURES,ANDCHANGESINFUNDBALANCE- 

BUDGET (GAAP BASIS) AND ACTUAL - LOCAL TRANSPORTATION SPECIAL REVENUE FUNC 
Year ended June 30,2007 

Variance with 
Final Budget - - 

Budget Positive 
Orlglnal Final Actual (Negative) 

REVENUES: 
Intergovernmental 
Interest and rent - interest 
Net increase in fair value of investments 

Total revenues 

EXPENDITURES: 
Highways and streets 
Total expend~tures 

EXCESSOFREVENUESOVEREXPENDITURES 1,580,466 1,580,466 2,773,980 1,193,514 

OTHER FINANCING SOURCES (USES): 
Transfers out (2,968,889) (2,968,889) (2,685,131) 283,758 

TOTAL OTHER FINANCING SOURCES (USES) (2,968,889) . (2,968,889) (2,685,131) 283,758 

NET CHANGE IN FUND BALANCE 
FUND BALANCES, JULY 1 

FUND BALANCE (DEFICITS), JUNE 30 



CITY OF MODEST0 
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE. 

BUDGET (GAAP BASIS) AND ACTUAL - TRAFFIC SAFETY SPECIAL REVENUE FUNC 
Year ended June 30,2007 

Variance w~th 
Final Budget - 

Budget Positive 
Original F~nal Actual (Negative) 

REVENUES 
Motor vehicle fines 

EXPENDITURES: 
Public safety 

EXCESS OF REVENUES OVER EXPENDITURES 590,000 905,000 1,222,704 317,704 

OTHER FINANCING USES 
Transfers out 

NET CHANGE IN FUND BALANCE 
FUND BALANCES, JULY 1 

FUND BALANCES, JUNE 30 $ (289,060) $ 25,940 $ 343,644 $ 317,704 



CITY OF MODEST0 
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN 

FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL - SPECIAL 
GAS TAX STREET IMPROVEMENT SPECIAL REVENUE FUND 

Year ended June 30,2007 

Variance wlth 
Flnal Budget - 

Budget Positive 
Original Final ~ c t u a l  (Negative) 

REVENUES: 
Intergovernmental: 
State grants 
Federal grants 

Other grants 
Total ~ntergovernmental revenues 

Taxes 
Licenses and permits 
Charges for services 
lnterest and rent 
Net Increase in fair value of investments 
Miscellaneous 

Total revenues 

EXPENDITURES: 
Current: 
Hlghway and streets 

Debt service: 
Principal retirement 
Interest 
Total expend~tures 

EXCESS OF REVENUES OVER EXPENDITURES (4,550,150) (6,551,607) (2,371,493) 4,180,114 

OTHER FINANCING SOURCES (USES): 
Transfers in 
Transfers out (4,129,552) (4,129,552) (1,265,085) 2,864,467 

TOTAL OTHER FINANCING SOURCES (USES) 1,238,466 1,238,466 3,719,858 2,481,392 

NET CHANGE IN FUNDS BALANCE (3,311,684) (5,313,141) 1,348,365 6,661,506 
FUND BALANCES, JULY 1 6,194,948 6,194,948 6,194,948 

FUND BALANCES, JUNE 30 $ 2,883,264 $ 881,807 $ 7,543,313 $ 6,661,506 



CITY OF MODEST0 
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND 

BALANCE - BUDGET (GAAP BASIS) AND ACTUAL- DOWNTOWN 
IMPROVEMENT DISTRICT SPECIAL REVENUE FUND 

Year ended June 30,2007 

Variance with 
Flnal Budget - 

Budget ~os i t ivk  
Original Final Actual (Negative) 

REVENUES: 
Taxes - busmess llcense tax 
Interest and rent - interest 
Net increase in fair value of investments 

Total revenues 

EXPENDITURES - community development 
Downtown improvement district adm~nistrat~on: 

Professional and contractual services 184,590 184,590 186,791 (2,201 
Materials and suppl~es 5,740 5,740 6,757 (1,017) 
Other 
Total expenditures 

NET CHANGE IN FUND BALANCE 
FUND BALANCES, JULY 1 

FUND BALANCES, JUNE 30 



CITY OF MODEST0 
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN 

FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL - HOUSING 
AND COMMUNITY DEVELOPMENT SPECIAL REVENUE FUND 

Year ended June 30,2007 

Variance with 
Flnal Budget - 

Budget Posit~ve 
Original Final Actual (Negative) 

REVENUES: 
Intergovernmental - federal grants $ 3,783,398 $ 5,679,585 $ 3,294,634 $ (2,384,951) 
Charges for services 136,911 136,911 113,194 (23.71 7) 
Interest and rent - ~nterest 293,250 293,250 331,687 38,437 
Net increase ~n fair value of investments 18,208 18,208 
Miscellaneous 

Total revenues 

EXPENDITURES - community development 
Houslng program 2,593,094 2,993,322 2,463,201 530,121 
Removal of architectural barriers 2,657,512 3,070,122 422,215 2,647,907 
Debt service: 
, Prlnc~pal retirement 143,000 143,000 143,000 
Interest 

Total expend~tures 

EXCESSOFREVENUESOVEREXPENDITURES (1,409,447) (326,098) 503,247 829.345 

OTHER FINANCING USES: 
Transfers In 
Transfers out (5,502,829) (5,502,829) (2,781,795) 2,721,034 

TOTAL OTHER FINANCING SOURCES (USES) (5,502,829) (5,502,829) (2,781,795) 2,721,034 

NET CHANGE IN FUND BALANCE 
FUND BALANCES, JULY 1 

FUND BALANCES, JUNE 30 



CITY OF MODEST0 
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN 

FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL -STRATEGIC 
PLANNING AND DEVELOPMENT SPECIAL REVENUE FUND 

Year ended June 30,2007 

Variance with 
Flnal Budget - 

Budget Pos~tive 
Original Final Actual (Negative) 

REVENUES: 
Charges for services $ 1,494,039 $ 1,494,039 $ 1,047,611 $ (446,428) 
Special assessments levied 
Interest and rent - interest 39,724 39,724 
Net increase ~n fair value of investments 17.810 17.810 
Miscellaneous 

Total revenues 

EXPENDITURES: 
Community development 
Public works 
Total expenditures 

EXCESS (DEFICIENCY) OF REVENUES OVER 
(UNDER) EXPENDITURES (1,383,934) (1,137,128) (516,367) 620,761 

OTHER FINANCING USES: 
Transfers in 
Issuance of loan payable 44,138 44,138 

TOTAL OTHER FINANCING SOURCES (USES) 625,000 625,000 669,138 44,138 

NET CHANGE IN FUND BALANCE 
FUND BALANCES, JULY 1 

FUND BALANCES, JUNE 30 
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Nonmajor Enterprise Funds 

Enterprise Funds are established to account for activities that render services on a user-charge basis to the general 
public. Nonmajor Enterprise Funds include: 

PARKING FUND - Revenues in this fund consist of charges for off-street parking and the downtown parking garage, 
as well as in-lieu parking fees. The revenue is used to develop and maintain parking facilities. 

STORM DRAIN FUND - To account for storm drain improvements, operations and maintenance. The activities of the 
fund include street cleaning, rock well maintenance, and compliance w~th  Federal and State water quality standards on 
storm water discharge. 

COMPOST FUND - To account for tip fees charged at the City's composting facility .for processing various 
compostable materials and the sale of compost product. Excess revenues over expenses are set aside to protect the 
enterprise against market fluctuations, and to provide for capital improvements to the facllity infrastructure. 

AIRPORT FUND - To account for all airport operations as stipulated in the City-Stanislaus County agreement of 
January 1968. Amounts received from the Federal government, State of California, and Stanislaus County, requiring 
matchlng amounts by the City, are recorded in this fund and are appropriated to finance approved capital projects. 

GOLF FUND - Revenues in this fund consist of fees charged for using the City's golf courses. The revenue is used to 
improve, operate, and maintain golf courses. 

COMMUNITY CENTER FUND -Accounted for in this fund are all amounts collected for the purpose of operating and 
maintaining the Modesto Centre Plaza Community Center. Revenues include room rental, catering fees, ticket sales, 
and other charges for using the center. 



CITY OF MODEST0 
COMBINING STATEMENT OF NET ASSETS - NON MAJOR ENTERPRISE FUNDS 

June 30,2007 

Storm 
Parking Drain Compost 

ASSETS 
Current assets: 

Cash and cash equivalents 
Cash and cash equivalents with fiscal agent 
Receivables: 
Accounts 
Interest 
Utilities, net 

Taxes 
Due from governments 

Property held for resale 

Total current assets 

Capital assets: 
Land and construction in progress 
Other capital assets, net of accumulated depreciation 

Total assets 

LIABILITIES 
Current liablllties: 
Accounts payable 
Accrued salaries and benefits 
Interest payable 
Current portion - long-term debt 
Deferred revenues 

Total current l~abll~tles 

Noncurrent Ilabillt~es: 
Obligations under capltal leases 
Certificates of partlclpation 

Advances from other funds 

Total liabilities 

NET ASSETS 
Invested In caprtal assets, net of related debt 
Unrestr~cted 

Total net assets 



Cornrnun~ty 
A~rport Golf Center Total 



CITY OF MODEST0 
COMBINING STATEMENT OF REVENUES. EXPENSES. AND 

CHANGES IN FUND NET ASSETS - NON MAJOR ENTERPRISE FUNDS 
Year ended June 30,2007 

Parking Storm Drain Compost 

OPERATING REVENUES: 
Charges for services 
M~scellaneous 

Total operating revenues 

OPERATING EXPENSES: 
Salaries and wages 
Contractual services 
Utllltles 
Maintenance and supplles 
Insurance 
Employee benefits 
Administration services 
Allocated indlrect administrative costs 
Other 
Depreciation 

Total operating expenses 

OPERATING INCOME (LOSS) 

NONOPERATING REVENUES (EXPENSES) 
Operating grants 
Gain (Loss) on disposition of capltal assets 
Tax revenue 
Taxexpense 
lnterest income 
Net increase in fair value of investments 
Rental income 
lnterest expense 

Total nonoperattng revenues (expenses) 

INCOME (LOSS) BEFORE CAPITAL 
CONTRIBUTIONS AND TRANSFERS 

Capltal contributions 
Transfers in 
Transfers out 

CHANGE IN NET ASSETS 

NET ASSETS (DEFICIT), July 1 

NET ASSETS'(DEFICIT), June 30 



Cornrnun~ty 
Airport Golf Center Total 



CITY OF MODEST0 
COMBINING STATEMENT OF CASH FLOWS - NONMAJOR ENTERPRISE FUNDS 

Year ended June 30,2007 

Storm 
Parking Drain Compost 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Receipts from customers and users 
Rece~pts from interfund services provided 
Payments to suppliers 
Payments to employees 
Payments for interfund services used 

Net cash provided (used) by operating activities 

CASH FLOWS FROM NONCAPITAL FINANCING 
ACTIVITIES: 
Operat~ng grants received 
Taxes received 
Transfers in 
Transfers out 
New advances from other funds 

Net cash provided (used) by noncapital financing 
act~vities 

CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING ACTIVITIES: 
Acquisition and construction of capital assets 
Principal repayments 
lnterest paid 
Capital grants received 

Net cash used by capital and related 
financing activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Interest received 
Net increase in the fair value of investments 

Net cash provided by Investing activities 

Net increase (decrease) in cash and cash equivalents 
CASH AND CASH EQUIVALENTS, JULY 1 

CASH AND CASH EQUIVALENTS, JUNE 30 

RECONCILIATION TO S~ATEMENT OF NET ASSETS: 
Cash and cash equ~valents 
Cash and cash equivalents with fiscal agent 

TOTAL CASH AND CASH EQUIVALENTS 



Community 
A~rport Golf Center Total 

$ 1,508,354 $ 841,387 $ 486,405 $ 5,643,311 
(continued) 



CITY OF MODEST0 
COMBINING STATEMENT OF CASH FLOWS - NON MAJOR ENTERPRISE FUNDS [Continued) 

Year ended June 30,2007 

Storm 
Parking Drain Compost 

RECONCILIATION OF OPERATING INCOME (LOSS) 
TO NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES: 
Operating income (loss) $ (312,896)$ (1,143,180)$ 60,212 
Adjustments to reconcile operating income (loss) to 
net cash provlded (used) by operating activities: 
Depreciat~on 387,929 591,157 69,354 
Rental income 
Taxes pald (14,047) 
Change in assets and liabilities: 

(Increase) decrease in accounts receivable 7,505 5,276 123,021 
(Increase) ~n utilit~es rece~vable 490 
lncrease (decrease) in accounts payable and 
accrued expenses 7,636 9,494 19,036 

Increase in accrued salaries and benefits (684) 1,856 2,203 
lncrease In deferred revenues 

Total adjustments 388,339 608,273 213,614 
Net cash provided (used) by operating activities $ 75,443 $ (534,907) $ 273,826 

NONCASH INVESTING, CAPITAL AND FINANCING 
ACTIVITIES: 
Capital assets transferred from other funds $ 18,545 $ 
Developer infrastructure contributions 



Community 
A~rport Golf Center Total 
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Internal Service Funds 

Internal Service Funds are established to finance and account for services and commodities furnished by a designated 
agency of a governmental unit to other departments of the same governmental unit. Since the services and 
commodities are supplied exclusively to other departments of a governmental jurisdiction, they are distinguishable from 
those public servlces which are rendered to the public in general and which are accounted for in General, Special 
Revenue, or Enterprise Funds. Internal Service Funds include: 

FLEET MANAGEMENT FUND -To provide the maintenance necessary for the City's equipment pool, which serves 
the needs of all City departments. 

CENTRAL SERVICES FUND - To provide office supplies, various maintenance and construction materials, records 
storage, and mail services to all City departments. 

INFORMATION AND TECHNOLOGY SERVICES FUND -To finance and account for the replacement, upgrade and 
maintenance of the City's network and technology infrastructure, and to develop and implement a coordinated City- 
wide information technology plan. 

INSURANCE FUND -To  finance and account for the City's insurance and risk management programs. 

EMPLOYEE BENEFITS MANAGEMENT FUND - To account for all compensated absences and other employee 
benefits. lnsurance benefits for current employees are accounted for in the lnsurance Fund. 

BUILDING SERVICES FUND -To account for the true cost of occupying and maintaining office space, to better reflect 
the value of that space, and to accumulate amounts for future building repair costs. 

1 



CITY OF MODEST0 
COMBINING STATEMENT OF NET ASSETS - INTERNAL SERVICE FUNDS 

June 30,2007 

lnformatlon 
Fleet Central & Technology 

Management Servlces Services 

ASSETS 
Current assets: 

Cash and cash equivalents 
Receivables. 
Accounts receivable 
Interest 

Inventones 
Due from governments 
Advances to other funds 

Total current assets 

Noncurrent assets: 
Land and construct~on In progress 
Other capital assets, net of accumulated depreciation 

Total assets 

LIABILITIES 
Current liabllltles: 
Accounts payable 
Accrued salaries and benefits 
Interest Payable 
Current portion - compensated absences 
Current portlon - clalms llabllity 
Current portion - long-term debt 

Total current liablllties 

Noncurrent liabilities: 
Compensated absences 
Claims liability 
Long-term debt: 
Notes payable 

Obligations under capital leases 

Total liabilities 

NET ASSETS 
Invested in capital assets, net of related debt 
Unrestricted 

Total net assets 



Employee 
Benefits 

Management 
Building 
Services Insurance Total 



CITY OF MODEST0 
COMBINING STATEMENT OF REVENUES. EXPENSES. AND CHANGES 

IN FUND NET ASSETS - INTERNAL SERVICE FUNDS 
Year ended June 30,2007 

lnformatlon 
Fleet Central & Technology 

Management Sewlces S e ~ l c e s  

OPERATING REVENUES: 
Charges for services 
Sales 
Cost of sales 

Total operating revenues 

OPERATING EXPENSES: 
Salarles and wages 
Contractual services 
Utlllties 
Maintenance and supplies 
Insurance 
Claims expense 
Employee benefits 
Admlnlstratlon sewices 
Allocated lndlrect admlnistratlve costs 
Other 
Depreciation 

Total operating expenses 

OPERATING INCOME (LOSS) 

NONOPERATING REVENUES (EXPENSES) 
Operating grant 
Loss on disposition of capltal assets 
lnterest Income 
Net Increase (decrease) In falr value of Investments 
Interest expense 

Total nonoperatlng revenues (expenses) 

INCOME (LOSS) BEFORE CAPITAL 
CONTRIBUTIONS AND TRANSFERS 

Capital contributions 
Transfers In 
Transfers out 

CHANGE IN NET ASSETS 

NET ASSETS (DEFICITS), July 1 

NET ASSETS (DEFICITS), June 30 



Insurance 

Employee 
Benefits 

Management 
Building 
Services Total 



CITY OF MODEST0 
COMBINING STATEMENT OF CASH FLOWS - INTERNAL SERVICE FUNDS 

Year ended June 30,2007 

lnformatlon 
Fleet Central & Technology 

Management Services Servlces 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Recelpts from customers and users 
Receipts from interfund services provided 
Payments to suppliers 
Payment of insurance clalms 
Payments to employees 
Payments for ~nterfund servlces used 

Net cash provided (used) by operating activities 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES: 
Transfers in 
Transfers out 
Repayment of advances to other funds 
Operating grants received 

Net cash provided (used) by noncapital financing actlvltles 

CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING ACTIVITIES: 

Acquisition and construction of capital assets 
Proceeds from sale of capital assets 
Principal repayments 
lnterest paid 

Net cash used by capital and related financing activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Interest received 
Net Increase in the fair value of investments 

Net cash provided by Investing activities 

Net increase (decrease) in cash and cash equ~valents 
CASH AND CASH EQUIVALENTS. JULY 1 

CASH AND CASH EQUIVALENTS, JUNE 30 



Employee 
Beneflts 

Management 
Building 
Services Total Insurance 



CITY OF MODEST0 
COMBINING STATEMENT OF CASH FLOWS - INTERNAL SERVICE FUNDS (Continued) 

Year ended June 30,2007 

Information 
Fleet Central & Technology 

Management Services Services 

RECONCILIATION OF OPERATING INCOME (LOSS) TO 
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES: 
Operating income (loss) 
Adjustments to reconcile operating income (loss) to 
net cash provided (used) by operating activities: 
Deprec~at~on 
Change in assets and liabilities: 

(Increase) decrease in accounts receivable 
(Increase) decrease In due from governments 
Decrease in inventories 
lncrease (decrease) in accounts payable and accrued expenses 

lncrease in accrued salaries and benefits payable 
lncrease in compensated absences 
Decrease in claims liability 
Total adjustments 

Net cash provided (used) by operating activit~es 

NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES: 
Capital assets transferred in $ 502,800 $ 55,348 
New capital lease transaction 211,354 



Employee 
Benefits 

Insurance Management 
Building 
S e ~ ~ c e s  Total 
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AGENCY FUNDS 

Agency Funds account for assets held by the City as an agent for individuals, governmental entities and non-public 
organizations. 

Special Districts - To account for collection of special district assessments from property owners and forwarding 
these collections to trustees for payment to bondholders. 

Tuolumne River Regional Park -To account for cash and investments of the Tuolumne River Regional Park, a joint 
powers agency between the City of Modesto, Stanislaus County and City of Ceres. The agency provides financing, 
development, and maintenance of the Tuolumne River Regional Park facilities. The cash and investments of the Park 
are invested as part of the City's investment pool. 

City-County Capital lmprovements and Financing Agency - To account for cash and investments of the City- 
County Capital lmprovements and Financing Agency, a joint powers agency between the City of Modesto and 
Stanislaus County. The agency built and maintains a joint City-County government complex in downtown Modesto. 
The cash and investments of the Agency are invested as part of the City's investment pool. 

Stanislaus Drug Enforcement Agency - To account for cash and investments of the Stanlslaus Drug Enforcement 
Agency, a joint powers agency between Stanislaus County and the cities of Modesto, Oakdale, Turlock, Ceres, 
Hughson, Newman, Patterson, and Waterford. The agency's purpose is to maintain a specially trained police unit to 
assist each of the participating agencies in the enforcement of drug control laws, and to study, plan, and set priorities 
for effective enforcement of such laws throughout Stanislaus County. Cash and investments of the Agency are 
invested in the City's investment pool. 



CITY OF MODEST0 
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES AGENCY FUNDS 

Year ended June 30,2007 

Balance Balance 
June 30. 2006 Additions Deletions June 30, 2007 

Special Districts 

ASSETS 
Cash and cash equlvalents 
Cash and cash equivalents with fiscal agent 

LIABILITIES 
Due to speclal district bondholders 

Tuolumne River Regional Park 

ASSETS 
Cash and cash equivalents 

LIABILITIES 
Deposits held as agent for others 

CitylCounty Joint Powers Financing Authority 

ASSETS 
Cash and cash equlvalents 

LIABILITIES 
Deposits held as agent for others 

Stanislaus Drug Enforcement Agency 

ASSETS 
Cash and cash equivalents 

LIABILITIES 
Deposits held as agent for others $ 1,167,635 $ 2,808,748 $ 2,364,149 $ 1,612,234 

Totals - All Agency Funds 

ASSETS 
Cash and cash equivalents 
Cash and cash equlvalents with fiscal agent 

LIABILITIES 
Due to speclal dlstrlct bondholders 
Deposits held as agent for others 



STATISTICAL SECTION 



This page is intentionally left blank. 



Statistical Section 

This part of the Comprehensrve Annual Financial Report presents detarled lnformation to aid in understanding what the information 
in the financial statements, note disclosures, and required supplementary information says about the City's overall financial health. 
In contrast to the financial section, the statistrcal sectron information is not subject to independent audrt 

Financial Trends 
These schedules contarn trend information to help the reader understand how the City's financral performance has changed 
over tlme. 

1 Net Assets by Component 
2. Changes in Net Assets 
3. Fund Balances of Governmental Funds 
4. Changes in Fund Balance of Governmental Funds 

Revenue Capacity 
This schedule gives information on the City's most significant local revenue source, the water user charges: 

1 Water Utility System -Ten Largest Customers 
2. Water revenues by customer class 
3. Water rates 

Debt Capacity 
These schedules present information to help the reader assess the affordabilrty of the City's current levels of outstandrng debt 
and the City's ability to issue addrtional debt rn the future: 

1. Ratio of Outstand~ng Debt by Type 
2. Computation of Direct and Overlapping Debt 
3. Computation of Legal Bonded Debt Margin 
4. Bonded Debt Pledged Revenue Coverage, Wastewater Revenue Bonds 
5 Continuing Disclosure Requirements. 

a. Wastewater Revenue Bonds and Refunding Revenue Bonds 
b Water Util~ty System Revenue Certificates of Participatron and Refundrng Revenue Certificates of 

Participation, and Modesto lrrrgatron Drstrict Frnancrng Authority Domestic Water Project Revenue Bonds 
and Refunding Revenue Bonds 

Demographic and Economic lnformation 
These schedules offer demographic and economic indicators to help the reader understand the env~ronment within which the 
City's financial activrties take place. 

1 Demographic and Economic Statistics 
2. Principal Employers 

Operating lnformation 
These schedules contain service and rnfrastructure data to help the reader understand how the rnformation in the City's 
financial report relates to the servlces the City provides and the activitres rt performs: 

1. Full-Time Equivalent City Government Employees by Function 
2. Operating lndrcators by FunctionlProgram 
3 Capital Asset Statistics by FunctionlProgram 

Sources Unless otherwrse noted, the information in these schedules is derived from the Comprehensrve Annual Financial Reports 
for the relevant year. The City implemented GASB Statement No. 34 in 2002; however, for schedules presenting entrty-wrde 
information, the Crty has elected to rnclude information beg~nning in frscal year 2003. 



CITY OF MODEST0 
NET ASSETS BY COMPONENT 

Last Four Fiscal Years 
(accrual basis of accounting) 

ENet of Related Debt WRestricted @Unrestricted 

2003 2004 2005 2006 2007 

Governmental activities 
lnvested in capital assets, 

net of related debt $259,156,770 $275,171,096 $288,391,776 $296,401,824 $333,409,532 
Restricted 65,766,576 76,577,126 88,725,341 120,937,678 93,168,664 
Unrestr~cted 2,530,581 (1 1,382,001) (6,715,483) (2,303,306) (12,566,297) 

Total governmental act~vities net assets $327,453,927 $340,366,221 $370,401,634 $41 5,036,196 414,011,899 

Business-type activities 
lnvested ~n capital assets, 

net of related debt $206,792,699 $209,230,461 $216,558,150 $220,881,691 $170,791.021 
Restricted 756,245 763,190 
Unrestr~cted . 28,786,201 37,266,369 45,548,813 66,550,276 1 39,6i 3,374 

Total busmess-type activ~t~es net assets $236,335.145 $247,260,020 $262,106,963 $287,431,967 $310,404,395 

Primary government 
lnvested ~n capital assets, 

net of related debt $465,949,469 $484,401,557 $504,949,926 $517,283,515 $504,200,553 
Restricted 66,522,821 77,340,316 88,725,341 320,937,678 93,168,664 
Unrestricted 31,316,782 25,884,368 38,833,330 64,246.970 127,047,077 

Total primary government net assets $563,789,072 $587,626,241 $632,508,597 $702,468,163 724,416,294 



CITY OF MODEST0 
CHANGES IN NET ASSETS 

Last Five Fiscal Years 
(Accrual Basis of Accounting) 

Expenses 
Governmental Actlvlties: 

General Government 
Communlty Development 
Highways and streets 
Public works 
Parks and Recreatlon 
Publlc safety 
Interest on Long Term Debt 

Total Governmental Activities Expenses 
Business-Type Act~vlt~es. 

Parking 
Water 
Sewer 
Storm Dram 
Compost 
Airport 
Bus 
Golf 
Community Center 

Total Business-Type Act~vitles Expenses 
Total Prlmary Government Expenses 

Program Revenues 
Governmental Activit~es 

Charges for Sew~ces 
General Government 
Communlty Development 
Highway and streets 
Public Safety 
Parks and Recreatlon 
Publlc Safety 

Operating Grants and Contributions 
Capital Grants and Contr~butions 

Total Government Actlvitles Program Revenues 
Bus~ness-Type Act~vitles. 

Charges for Sew~ces 
Parklng 
Water 
Sewer 
Storm Drain 
Compost 
Airport 
Bus 
Golf 
Community Center 

Operating Grants and Contributions 
Capital Grants and Contrlbutlons 

Total Busmess-Type Activities Program Revenue 
Total Primary Government Program Revenues 

Net (Expense)lRevenue 
Governmental Actlvltles 
Business-Type Activities 
Total Prlmary Government Net Expense 



CITY OF MODEST0 
CHANGES IN NET ASSETS 

(continued) 
Last Five Flscal Years 

(Accrual Basis o f  Accounting) 

General Revenues and Other Changes in Net Assets 
Governmental Activities. 

Taxes' . 
Utllity Users Tax 
Property taxes, levled for general purposes 
Tax Increments for redevelopment agency 
Translent occupancy tax 
Franchise tax 
Buslness lhcense tax -for general purposes 
Business llcense tax -for downtown Improvement dlstrlct 

'Grants and contr~butions not restricted to speclfic programs. 
Sales tax 
Motor vehlcle llcense fee 
Other 

Unrestricted Investment earnlngs 
Miscellaneous 
Transfers 

Total Government Actlvlties 
Business-Type Actlvit~es: 

Taxes' 
Property taxes, generated by and allocated to the alrport 
Buslness llcense tax, generated by and allocated 

to the alrport 
Unrestricted investment earnlngs 
Miscellaneous 

Transfers 
Settlements and Recoveries 
S~ec ia l  dem 

Total Business-Type Activities 
Total Prlmary Government 

Change In Net Assets 
Governmental Actlvltles 
Busmess-Type Actlv~ties 
Total Primary Government 

Note: 'the Clty has elected to show only five years of data for thls schedule 
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CITY OF MODESTO 
FUND BALANCES OF GOVERNMENTAL FUNDS 

Last Six Fiscal Years 
(Modified Accrual Basis of Accounting) 

m ~ e n e r a l  Fund - Unresewed 

OAll Other Gov't. Funds - Reserved 

OAII Other Gov't. Funds - Special 
Revenue Funds 

.All Other Gov't Funds - Capital 

General Fund 

Resewed 

Unreserved 

Total General Fund 

All Other Governmental Funds 

Resewed $35,241,185 $37,889,387 $40.013.124 $40,160,539 $40,168,686 $40,174.920 

Unresewed, reported In: 

Special revenue funds (6,013,102) 1,844.576 15,398,402 15,931,290 13,431,304 11,885,910 

Cap~tal project funds 36,152,800 40,102,394 29,172,787 42.534.688 72,752,412 72,253,464 

Total all other governmental funds $65,380,883 $73,836,357 $84,584,313 598,626,517 $126,352,602 $124,314,294 

The change in total fund balance for the General Fund and other governmental funds 
is explained in Management's Discussion and Analysis. 

Note: The City has elected to show only six years of data for this schedule. 



CITY OF MODEST0 
CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS 

Last Six Fiscal Years 

Revenues . 
Taxes 
Licenses, perrnlts and fees 
Intergovernmental 
Charges for services 
Special assessments levled 
lnterest and rent 
Net increase in fair value of Investments 
Flnes and forfelts 
Contribution from property owners 
Miscellaneous 

Total Revenues 

Expend~tures 
Current: 

General government 
Community development 
H~ghways and streets 
Publlc works 
Parks and recreation 
Publlc safety 

Capital outlay 
Debt servlce. 

Prlnc~pal retirement 
Interest 
Advance refunding escrow 
Other 

Total Expenditures 

Excessofrevenuesover 
(under) expenditures 

Other Financing Sources (Uses) 
Transfers In 
Transfers out 
Proceeds of,cap~tal lease 
Proceeds of loan payable 
Proceeds of notes payable 
Proceeds of lease revenue bonds 
Sale of Assets 
Payments to refunded debt escrow agent 

Total other flnanc~ng source's (uses) 

(Modified Accrual Basis of Accounting) 

Fiscal Year Ended June 30, 
2002 2003 2004 2005 2006 2007 

Net Change in fund balances 14,724,687 10,923,100 5,325,136 13,477,894 30,620,541 (10,898,940) 
FUND BALANCES. July 1 75,130,170 89,315,446 100,238,546 105,563.682 119,041.576 149,662,117 

FUND BALANCES, June 30 $89,854,857 $100,238,546 $105,563,682 $1 19,041,576 $149,662,117 $138,763.177 

Debt service as a percentage of 
noncapital expenditures 0.06198 0.07000 0.05389 0.04884 0.04886 0.04979 

Note : The City has elected to show only SIX years of data for this schedule 
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CITY OF MODEST0 
REVENUE CAPACITY - MOST SIGNIFICANT LOCAL REVENUE SOURCE 

WATER UTILITY CHARGES 
(Fiscal Year ended June 30,2007) 

Ten Larsest Customers of Water Utilitv Svstem, Year Ended 6130107 
% of Total Water Sales % of Total Water 

Customer Business T V D ~  Usaae (ccf) (1) Usaqe Revenue ($1 Sales Revenue 
1) Signature Fruit Cannery 541,261 1.45% $648,435 1.36% 
2) Modesto City Schools Education 458,038 1 . I 9  635,965 1.33 
3) Grover Landscaping (Parks) Landscape Maintenance 392,111 1.20 580,507 1.22 
4) Stanislaus Foods Cannery 377,600 0.82 460,575 0.97 
5) Foster Farms Dairy Processor 338,786 0.56 398,235 0.83 
6) Stanislaus County Government 200,874 0.46 284,742 0.60 
7) Modesto Irrigation District Power Company 206,179 0.43 263,276 0.55 
8) Stanislaus Hous~ng Authority Housing Authority 176,057 0.41 261,904 0.55 
9) City of Modesto Government 159,911 0.37 239,405 0.50 
10) Sylvan Union School District Education 141,445 0.32 191,940 0.40 

Total Top Ten 2,992,262 7.30% $3,964,984 8 31% 

Total FlatlMetered Revenues (Water Sales) 

( I )  "ccf' means "hundred cubic feet" 

Water Sales Revenue. Year Ended 6130107 
Residential - flat rates $30,716,386 
Commercial, ~ndustr~al and municipal - metered rates . 17,006,634 

Total Water Sales $47,723,020 

Current Water Rates and Charaes as of 6130107 

The average monthly flat rate service charge for residential customers is: $38.38 

Commercial Accounts: 
Meter Size 

314" 
1" 

1 112" 
2" 
3" 
4" 
6" ' 

8" 
10" 
12" 

In addition to these minimum charges, commercial accounts are charged $1.16 per 100 cubic feet of water used. 

Water rates for both metered and flat rate services were increased on July 1, 2006. 

Source: 
City of Modesto-Customer Services 

Note: Information about Water Utility Customers was not available for the year ended June 30, 1998. 
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CITY OF MODEST0 
RATIO OF OUTSTANDING DEBT BY TYPE 

Last Ten Fiscal Years 

I BTotal Governmental WTotal Buslness I 

Governmental Activities 
Certificates Lease Obligations 

Fiscal Loans of Revenue Notes Under 
Year Payable Partlclpation Bonds Payable Capital Leases Total 

1998 $639,725 $34,100,000 $64,935,000 $1,264,963 $100,939.688 
1999 33,490,000 64,835,000 1,462,933 99,787,933 
2000 32,800,000 64,730,000 514,333 98,044,333 
2001 25,280,000 64,615,000 329,594 90,224.594 
2002 191,835 24,625,000 64,250,000 $262.807 2,153.350 91,482,992 
2003 348,273 23,935,000 63,865,000 241,880 1,753,685 90,143,838 
2004 523,363 23,215,000 63,455,000 4,719,663 1,335,182 93,248,208 
2005 485,077 22,455,000 63,000,000 4,696,076 896,833 91,532,986 
2006 446,634 21,655,000 62,505,000 4,535,034 444,904 89,586.572 
2007 449,138 20,820.000 66,440,000 4,365,446 21 1,354 92,285,938 

Fiscal 
Year 

1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 

Loans 
Payable 

$3,532,306 
3,378,635 
3,220.042 
3,056,210 
2,887,342 
2,713,066 
2,533,380 
2,347,602 
2.1 56,040 
1,958,276 

Business-Type Activities 
Certificates 

of  Revenue Capital 
Participation Bonds Leases Total 

$76,861,507 
75,058,635 
73,355,042 
78,316,210 
76,292,342 
74,168,066 
71,943,380 
69,113,089 
66,928.628 

126,834,909 

Total 
Primary , 

Government 

$177,801,195 
174,846,568 
171,399.375 
168,540,80'4 
167,775,334 
164,311,904 
165,191,588 
160,646.075 
156,515,200 
219,120,847 

Percentage 
of Personal 
Income (a) 

4.48% 
4.26% 
3.87% 
3.82% 
3.55% 
3.33% 
3 09% 
2 87'/u 
2.81% 
3.76% 

Per 
Capita (a) 

973 40 
947.16 
910.31 
895.13 
844.79 
808 22 
801.12 
773.70 
752 09 

1,047.55 

Note. debt amounts are gross outstand~ng at year end wlthout ellmlnatlng any premiums, discounts, or other amort~zatlon amounts 
(a) See Demographic and Econom~c Statistics for personal Income and population data. 



CITY OF MODEST0 
COMPUTATION OF DIRECT'AND OVERLAPPING DEBT 

June 30,2007 

Net Debt 
Jur~sdiction Outstanding (1) 

Direct debt. 
City of Modesto 

Overlapping General Obligation debt - school districts: 
Ceres Unified District 23,994,806 
Modesto Elementary School District 21,963,337 
Modesto High School District 71,853,195 
Sylvan School District 8,305,000 
Salida Union Elementary Dlstrict 1,490,000 
Stan~slaus Unlon School District 3,320,000 
Yosemite Community College District 88,490,000 

Total overlapping debt 21 9,416,338 

Total direct and overlapping debt $ 219,416,338 

NOTES: 

Percentage Amount 
Applicable to Appl~cable to 

City of Modesto (2) City of Modesto 

source of data for School Districts: Stanislaus County Auditor. 
(1) Gross debt outstanding less applicable amounts in debt service funds. 
(2) Determined by ratlo of assessed valuation of property subject to taxation 

in overlapping portlon to valuation of all property subject to taxation 
in the jurisdlctlon. 



CITY OF MODEST0 
COMPUTATION OF LEGAL DEBT MARGIN 

June 30,2007 

Net assessed value (1) 

Plus homeowners' exemption (1) 

Gross assessed value (1) 

Debt limit - 15% of gross assessed value (2) $ 2,160,683,976 

Amount of debt applicable to debt limlt: 
Total general bonded debt, including 

special assessment debt 

Less: Assets In debt service funds 
available for payment of principal $ 0 

Other deductions: Speclal assessment debt 0 

Total deductions 

Total amount of debt applicable to debt limit 0 

Legal debt margin $ 2,160,683,976 

Total Net Debt 

Total Net Debt 
Applicable to the 

Limit as a 
Applicable Legal Percentage of 

Flscal Year Debt Limit to Limit Debt Margln Debt Limit 
2006 $ 1,911,402,504 $ 0 $ 1,911,402,504 0% 

Notes: (1) Source of Data: Stanislaus County Audltor; Last Equalized Roll (AC2703, including aircraft) 
(2) Section 43605 California Government Code. 

Note: The City has elected to show only two years of data for this schedule. 



CITY OF MODEST0 
REVENUE BOND COVERAGE 

WASTEWATER REVENUE BONDS 
Last ten fiscal years . 

Net Revenue Debt 
Fiscal Gross Operating Available for Service 
Year Revenue (1) Expenses (2) Debt Service Requirements(3) Coverage 

Notes: (1) Consists of all receipts of the Sewer fund, including charges for services, interest and rental income, 
connection fees, not dedicated to capital spending purposes. 

(2) Total Sewer Fund operating expenses exclusive of depreciation. Beginning with 2005, the portion 
of transfers out to other funds, if any, that would have otherwise been an operating expense of the 
the Sewer Fund have been included. 

(3 )Includes total principal and interest of Wastewater Treatment Facility Revenue Bonds, Series 1993 and 

1997, and Refunding Revenue Bonds, Series 1987 and 1996, through 2005. During the 2005 fiscal year, 

these issues were refunded by Wastewater Refunding Revenue Bonds, Series 2005 A a& 2005 B. In 
November 2006, Wastewater Revenue Bonds, Series 2006A were ~ssued. 



CITY OF MODEST0 
CONTINUING DISCLOSURE REQUIREMENTS INFORMATION 

Year Ended June 30,2007 

Wastewater Revenue Refundinq Bonds. Series 2005 A and B. and 
Wastewater Revenue Bonds, Series 2006 A 

Connection charge information. The Sewer Enterprise imposes connection fees on a on-time basis to new users of the 
sewer system and to users who significantly expand their usage. The fees have three components: 

Capaclty charge, $4,876 per Equivalent Dwelling Unit for residential units Commericlal and 
industrial property charged based on type of business 

Sub-trunk sewer charge: $645 per acre 
Connection (lateral) charge: $33 per linear foot of lot frontage adjacent to the sewer line. 

Customer Base bv Type of Account 
Number of % of Total % of Sewer Fee 

Cateqory Accounts Accounts Operatino Revenue 
Residential 56,411 95 44% 50 0% 
Commercial 2,647 4.48% 15.5% 
Industrial 46 

Total 59,104 

Ten Larqest Users of Sewer Facilities, Year Ended 6130107 
Sewer Fee % of Sewer Fee 

User - 
1) Stanislaus Foods 
2) Del Monte Foods 
3) Signature Fruit 
4) E & J Gallo Winery 
5) Foster Farms 
6) Frito-Lay, Inc. 
7) City of Ceres 
8) Nestle Food Company 
9) Stanislaus County 
10) Doctos's Hospital 

Total (Top Ten Customers) 

Revenue Operatins Revenue 
$ 2,006,723 8.60% 

Total (All Customers) $ 23,323,409 

The average single-family residence monthly sewer charge is $14.26. 

Minimum Charge Charge Per 1,000 
Commercial Group First 1,680 Cubic Feet Gallons Additonal 
Group 1 (no food, just tollets or working facilities) $21.95 $1.73 
Group 2 (commerc~al laundromats, servlce stations, hotels without food) $25.29 $2.04 
Group 3 (industrial laundromats, hotels with food) $31 .OO $2 47 
Group 4 (restaurants, bakeries, auto steam, markets) $37.19 $2 98 

lndustrial users pay a minimum charge of $10 00, with additional charges of: $892.23 per million gallons of flow, 
$105 52 per 1,000 pounds of excess biochemical oxygen demand (BOD), and $97 14 per 1,000 pounds of excess 
suspended solids (SS). 

The Annual Budget of the City of Modesto is available from the City of Modesto Finance Department 

Updates of other required disclosures may be found elsewhere in this report, as follows: 
Statement of Revenues, Expenses and Changes in Fund Net Assets 
Principal Amount of Bonds and Other Parity Debt 
Historical Debt Service Coverage 

Page 25 
Page 42-43 
Page I I I 

(Note Ill-C) 

(continued) 
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CITY OF MODEST0 
CONTINUING DISCLOSURE REQUIREMENTS INFORMATION lcontinued) 

Year Ended June 30,2007 

1997 Water Uti tv System Ref nanclnq Proiect, R e f ~ n d  nq Revenue Cerl~f~cates of Partic~pat~on 
Water Revenue Cerf~cates of Particloation. Series 2006 A 

Modesto lrrlsat~on D~str~ct F~nanclna Authorltv Domest~c Water Prolect Refund'na Revenue Bonds. Ser~es 1998D'" 
Modesto lrrlqat on Dlstr~ct F nanclna Authority Domest~c Water Pro~ect Reven~e Bonds. Ser~es 2007F"' 

Reserve Account Requirement as of 6130107 $3,768,210, covered by $1,935,855 surety bond ~ssued by 
Federal Guarantee Insurance Company, and balance In Par~ty 
Reserve Account 

Balance in Parity Reserve Account as of 6130107 $1,886,131 
Balance in Rate Stabilization Account as of 6130107 $3,000,000 

Ten Largest Customers of Water Utilitv Svstem, Year Ended 6130107 
% of Total Water Sales % of Total Water 

Customer 
1) Signature Fruit 
2) Modesto C~ty Schools 
3) Grover Landscaping (1) 
4) Stanislaus Foods 
5) Foster Farms 
6) Stan~slaus County 
7) Modesto lrr~gation Distrlct 
8) Stan~slaus Housing Authority 
9) City of Modesto 

Business Tvpe 
Cannery 
Educat~on 
Landscape Maintenance 
Cannery 
Da~ry Processor 
Government 
Power Company . 
Houslng Authority 
Government 

10) sylvan Un~on School Distrlct Educat~on 
Total Top Ten 

Total FlatlMetered Revenues (Water Sales) 
(1) Grover Landscaping maintains City parks 
(2) "ccP' means "hundred cubic feet" 

Resident~al - flat rates 

Usage (ccf) (2) 
541.261 

Usage 
1.58% 
1.34% 
1.14% 
1.10% 
0.99% 
0.59% 
0.60% 
0.51% 
0 47% 

Revenue ($) 
$648.435 

Sales Revenue 
1.36% 
1.33% 
1.22% 
0.97% 
0.83% 
0.60% 
0.55% 
0 55% 
0.50% 

Commercial, industrial and munlclpal - metered rates 
Total Water Sales 

Water Sales Revenue, Year Ended 6130107 
$30,716.386 

The average monthly flat rate service charge for resident~al customers IS $38 38 

Current Water Rates and Charaes as of 6130107- Commercial Accounts 
Meter Size 

314" $1 2.44 
1" 17.64 

1 112" 30.53 
2" 46.06 
3" 87.53 
4" 134.13 
6" 263.51 
8" 418.82 
1 0  600.07 
12" 1,117.74 

In addition to these minimum charges, commercial accounts are charge $1 . I6  per 100 cubic feet of water used. 

Water rates for both metered and flat rate services were Increased on July 1, 2006. 

The Anuual Budget of the City of Modesto is available from the City of Modesto Finance Department 

(1) Water Fund parlty debt obligations, issued by the Modesto lrrlgat~on Distr~ct Financing Author~ty, on behalf of the 
C~ty, and pursuant to the 1992 Treatment and Dellvery Agreement between the Dlstrict and the City As of 6130107, the balance 
of the 1996 Bonds was $73,780,000. and the balance of the 2007 Bonds was $93,190,000, (continued) 



CITY OF MODEST0 
CONTINUING DISCLOSURE REQUIREMENTS INFORMATION 

1997 Water Util~tv Svstem Refinancinq Proiect, Refundinq Revenue Certificates of Part~cipat~on. Water Revenue 
Cerficates of Partic~pat~on, Series 2006 A 

Modesto lrriqation District Financinq Author~tv Domestic Water Proiect Refundina Revenue Bonds. Series 1998D 
Modesto lrr~aat~on District Financ~nq Authoritv Domest~c Water Proiect Revenue Bonds, Series 2007F 

Water Utility System - Debt Service Coverage 
Fiscal Year 2007 

Gross Operating Revenues: 
Charges for servlces 
Connection charges 
Interest and rental income 
Miscellaneous operating revenue 

Total Gross Operating Revenues 

Operating Expenses: 
Total operat~ng expenses 
Less: Deprec~at~on 

T&DA debt service component pa~d  to MID 
Plus: Property taxes 

Operating transfers 
Total Operating Expenses 

Net Operat~ng Revenues 

Total Debt Service: 
1997 Refunding Revenue Certificates of Partic~pation 
2006 Revenue Certificates of Partic~pat~on 
Treatment & Dellvery Agreement 
CDWR Loan 

Total Debt Service 2007 

Debt Service Coverage (Net Operat~ng RevenuesITotal Debt S e ~ ~ c e )  

Updates of certain other required disclosures may be found elsewhere in this report, as follows: 

Water Utility System Statement of Net Assets 
Water Utility System Revenues and Expenses 
Princ~pal Amount of Certificates Outstanding 

Page 24 
Page 25 
Page 40 (Note Ill-C) 

The most recent ~nformat~on regarding addit~onal disclosures required by the 2007 Modesto Irrigation District bond issue 
continuing d~sclosure agreement is contained in the f~nal official statement of that issue. Updated information w~l l  be 
ava~lable next f~scal year. 



C'ITY OF MODESTO 
DEMOGRAPHIC AND ECONOMIC STATISTICS 

Last ten fiscal years 

.City Populat~on as a % o f  County Population 

m m o o o o o o o o  
m  
7 

0 0 0 0 0 0 0 0 
N N N N N C 4 N N  

LPer Cap~ta Personal Income @I Unemployment Rate (%) 

Flscal 
Year 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

C1ty 
Population 

182,660 

184,600 

188,286 

188,286 

198,600 

203,300 

206.200 

207,634 

208.107 

209.174 

Total 
Personal 
Income 

Per Cap~ta 
Personal 
Income 

Unemployment 
Rate (%) 

Stan~slaus 
County 

Populat~on 

427,642 

432,990 

441,364 

446,997 

469.512 

481,604 

491,900 

504,482 

514,370 

521,497 

City 
Population 

% of County 

42 71% 

42 63% 
42 66% 

42.12% 

42.30% 

42 21 %, 

41.92% 

41.16% 

40 46% 

40.11% 

Source: State of California. Department of F~nance (population) 
State of Cal~fornia, Economic Development Department (unemployment rate) 
U.S. Department of Commerce, Bureau of Econom~c Analysis (Income) 



CITY OF MODEST0 
Principal Employers 

2006 - 07 
Percentage 

Number of of Total City 
Employer Employees Rank Employment 

Stan~slaus County 4,764 1 4.8% 

Modesto C~ty Schools 3,345 2 3.4% 

E & J Gallo Winery 

Memor~al Medical Center 

Edl Monte Foods 

Modesto Junior College 

Signature Fruit Company 

Stanislaus Food Products 

Doctors Medical Center 

C~ty of Modesto 

Subtotal 

Total City Employment 

Total City Populat~on 

Source: Stanislaus Economic Development & Workforce Alllance 
Note: Information about Princ~pal Employers was not available for the fiscal year 1997-98. 



ClTY OF MODEST0 
FULL-TIME ClTY GOVERNMENT EMPLOYEES BY FUNCTION 

Last Five Fiscal Years 

.Community Center 

Parks and recreation 

Public works 

2003 2004 , 2005 2006 2007 

Flscal Year 

Function 
General government 
Community development . 
Public works 
Parks and recreation 
Public safety 
Parking 
Water 
Sewer 
Storm Dram 
Compost 
Airport 
Bus 
Community Center 
Internal servlces 

Total 

Source: City of Modesto 



CITY OF MODESTO 
OPERATING INDICATORS BY FUNCTION 

FunctionlProgram 
Public safety: 

Fire: 
Flre calls for servlce 
Primary fire inspections conducted 

Police: 
Police calls for Service 
Law violations: 

Part I and Part II crimes 
Physical arrests (adult and juven~le) 
Traffic violations 
Parklng violations 

Public works 
Street resurfacing (miles) 
Potholes repaired (square mlles) 

Airport: 
Number of passengers enplaned 
Number of tennant aircraft 
Number of hangers 
Number of runways 
Annual fuel consumption in gallons 

Bus Serv~ce. 
Number of buses 
Number of routes 
Total route miles 
Average weekday number of passengers 
Total number of passengers carried 

Community Development 
Perm~ts issued in 20055-2006 
Estimated cost of construction 
Bulldlng Inspections made 

Culture and recreation: 
Community Services: 

Recreat~on class participants 

Solid Waste: 
Recyclables Processed (tons per year) 

Source: C~ty of Modesto - Various Departments 
Note: The C~ty has elected to show only two years of data for this schedule 



CITY OF MODEST0 
CAPITAL ASSET STATISTICS BY FUNCTIONIPROGRAM 

FunctionlProgram 
Public safety' 

Fire stations 
Police stations 

Police patrol units 

Public works 
Traffic & Streets 
Mlles of streets (1) 
Street lights 

Traffic Signals 

Water: 
Miles of water mains 
Fire hydrants 
Storage capacity (thousands of gallons) 

Wastewater. 
Miles of sanitary sewers 
Miles of storm sewers 
Number of treatment plants (2) 
Treatment capacity (millions of gallons) 

Community services: 
C~ty parks 
City parks acreage 
Playgrounds 
City trails 
City trails miles 
Regional park acreage 
Regional park facilities: 

Golf courses (18 holes) 
Golf courses (9 holes) 
Clubhouse and banquet facility 
Historic house 

Community gardens 
Community centers 
Senior centers 
Sports centers 
Performing arts centers 
Swimming pools 
Tennis courts 
Baseball/softball diamonds 
Soccerlfootball fields 

NIA 990 
7,060 7,200 

N /A 9,400,000 

(1) Information now reported from the City's GIs system and is more accurate. 
(2) The City has both a Primary and a Secondary treatment facility. 
Source: City of Modesto - Various Departments 
Note N/A denotes information is not available. 
Note: The City has elected to show only two years of data for this schedule 
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APPENDIX D 

PROPOSED FORM OF OPINION OF BOND COUNSEL 

Upon issziance of the Bonds, Sid1e.v Austin LLP, Son Francisco, C,'uliforniu, Bond Cotlnsel, 
proposes to render its firiul opinion with respect to the 2008 Bonds in suhstanliully the follo~virzg 
form: 

[CLOSING DATE] 

Modesto Public Financing Authority 
Modesto, California 

City of Modesto 
Modesto, California 

$ 
Modesto Public Financing Authority 

Lease Revenue Refunding Bonds 
Series 2008 

Ladies and Gentlemen: 

We have acted as bond counsel to the Modesto Public Financing Authority (tlie "Authority") 
in connection with the issuance of its Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") in 
the aggregate principal amount of $ . The Bond5 are issued pursuant to Article 4 of 
Chapter 5 of Division 7 of Title 1 of tlie Government Code of the State of California and an 
Indenture, dated as of Aitgi~st 1,  2008 (the "Indenture") between the Authority and The Bank of New 
York Mellon Trust Company, N.A., as trustee (the "Trustee"). Capitalized terms not otherwise 
defined herein shall have the tileanings set forth in tlie Indenture. 

In connection with the issuance of the Bonds, the C,ity of Modesto (the "City"), the 
Redevelopment Agency of the City of Modesto (the "Redevelopment Agency") and the City-County 
Capital Improveliients and Financing Agency (tlie "Financing Agency") have leased certain 
properties to- the Authority pursuant to a facilities lease (Parking Garage) (the "Parking Garage 
Facilities Lease"), a facilities lease (Police Facilities and Miscellaneous Facilities) (the "City 
Facilities Lease"), a facilities lease (City-County Administration Building) (the "City-County 
Facilities Lease") and a facilities lease (Communications Dispatch Center) (the "Communications 
Facilities Lease" and, together with the Parking Garage Facilities Lease, the City Facilities Lease and 
the City-County Facilities Lease, the "Facilities Leases"), each dated as of August 1 ,  2008. The 
Authority has in turn leased such properties to the City pursuant to the tern~s of a lease agreement 
(the "Lease Agreement"), dated as of August 1 ,  2008 between the City and the Authority. The 
Bonds are secured as to pay~iient from Base Rental Payments to be made by the City to the Authority 
under the Lease Agreement and certain other revenues and moneys pledged under the Indenture. 

We have examined a certified copy of tlie record of proceedings relating to tlie issuance of 
the Bonds and such other documents and records of the Authority and the City as we have deemed 
necessary for the purpose of this opinion. We have assumed tlie genuineness of all documents and 



signatures presented to us. We have not undertaken to verify independently, and have assumed, tlie 
accuracy of the factual matters represented, warranted or certified in the documents. Furthermore, 
we have assumed compliance with all covenants and agreements contained in the Indenture, the 
Facilities Leases and the Lease Agreement, including (without limitation) covenants and agreements 
compliance with which is necessary to assure that future actions, omissions or events will not cause 
interest on the Bonds to be included in gross income for federal income tax purposes. 

Certain requirements and procedures contained or referred to in the Indenture, the Facilities 
Leases and.the Lease Agreement, or other documents pertaining to the Bonds, may be changed, and 
certain actions may be takeil or omitted, under the circumstances and subject to the terms and 
conditions set forth in such documents, upon the advice or with the approving opinion of counsel 
nationally recognized in the area of tax exempt obligations. We express no opinion as to the effect of 
any change to any document pertaining to tlie Bonds or of any action taken or not taken where such 
change is made or action is taken or not taken without our approval or in reliance upon the advice of 
counsel other than ourselves with respect to the exclusion from gross inconie of the interest on the 
Bonds for federal income tax purposes.. 

Based on the foregoing and our examination of existing constitutional, statutory and 
decisional law, such legal proceedings and such other documents as we deem necessary to render this 
opinion, we are of the opinion that: 

1. Tlie Bonds have been duly authorized, executed and delivered by the Authority and 
are legal, valid and special limited obligations of the Authority, payable from Revenues pledged 
therefore under the Indenture. 

2. The Indenture has been duly authorized, executed and delivered by the Authority and 
constitutes a legal, valid and binding obligation of tlie Authority. 

3.  The Facilities Leases have been duly authorized, executed and delivered by the City, 
the Redevelop~nent Agency, tlie Financing Agency and the Authority and constitute the legal, valid 
and binding obligations of the parties thereto. 

4. The Lease Agreement has been duly authorized, executed and delivered by the City 
and the Authority and constitutes the legal, valid and binding 01;ligation of the pal-ties thereto. 

5 .  Based on existing statutes, regulations, rulings and judicial decisions and assuming 
conipliance by the Authority and. tlie City with certain covenants in the Indenture, the Facilities 
Leases, tlie Lease Agreement and the Tax Certificate execi~ted by the Authority and the City and 
requirements of the Internal Revenue Code of 1986, as amended (the "Code"), regarding the use, 
expenditure and investment of proceeds of the Bond and the timely payment of certain investment 
earnings to tlie United States, interest on tlie Bonds is not includable in the gross income of the 
owners of tlie Bonds for federal income tax purposes. Failure to comply with such covenants and 
requirements may cause interest on the Bonds to be included in gross income retroactively to the date 
of issuance of the Bonds. 

6. Interest on the Bonds is not treated as an item of tax preference in calculating the 
federal altel-native minimum taxable income of individuals and corporations. Interest 011 the Bonds, 
however, is included as an ad.justment in the calculation of federal corporate alternative minimum 
taxable income and may therefore affect a corporation's alternative minimum tax liability. 



7, Interest on the Bonds is exempt from personal income taxes imposed by the State of 
California. 

We express no opinion with respect to any collateral tax consequences resulting from the 
ownership or disposition of, or the accrual or receipt of interest on, the Bonds. 

With respect to the opinions expressed herein, the rights and obligations under the Bonds, the 
Indenture, the Facilities Leases and the Lease Agreement are subject to bankruptcy, insolvency, 
reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or 
affecting the enforcement of creditors' rights generally, to the application of equitable principles 
(regardless of whether such enforceability is considered in equity- or at law), to the exercise of 
judicial discretion in appropriate cases and to the limitations on legal remedies against joint exercise 
of powers authorities or cities in the State of California. We express no opinion with respect to any 
indemnification, contribution, penalty, choice of law, clioice of forum or waiver provisions contained 
in the foregoing documents nor do we express any opinion with respect to the state or quality of title 
to any of the real or personal property described in or subject to the lien of tile Facilities Leases. the 
Lease Agreement or the Indenture or the accuracy or sufticiency of the description contained therein 
of, or the remedies available to enforce liens on any such property. 

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings 
and court decisions. Such opinions may be adversely affected by actions taken or events occurring, 
including a change in law, regulation or ruling (or in the application or official interpretation of any 
law, regulation or ruling) after the date hereof. We have not undertaken to determine, or to inform 
any person, whether sucli actions are taken or silch events occur. and we have no obligation to update 
this opinion in light of sucli actions or events. 

Respectfitlly submitted, 
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APPENDIX E 

BOOK ENTRY SYSTEM 

The inforn~atiolz in this Appendix concerning DTC and DTC's hook-entry only systein has been obtained 
.fi.om sources that the Authority and the Underwriter believe to be reliable, but neither the Authority nor the ' 

Under~~riter takes no responsibility for the colnpleteness or accuracy tlzereoj Thejollowiny description of the 
procedures and record keeping with respect to benclficial ownership interests in the Bo~zd~s, payinent qf 
principal, premium, if any, uccreted value, if any, and interest with respect to the Bonds to DTC Participarzts or 
Beneficial  owner.^, confirmation and transfers qf'henejicial ownership interests in the Bonds cmd other reluted 
/rc~n,sactions by and hefiveen DTC, the DTC Participunts und tlze Beneficial Owners is based solely on 
information provided by DTC. 

The Depository Trust Company ("DTC"), New York, NY,  will act as securities depository for the 
Bonds. The 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 
fi~lly-registered Bond will be issued for eacli issue of the Bonds, eizcli in the aggregate principal amount of such 
issue, and will be deposited with DTC. 

DTC, the world's largest securities 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 tlie provisions of Section 17A of the 
Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 niillion issues of U.S. 
and non-U.S. equity issues, corporate and niunicipal debt issues, and money market instruments (from over 100 
c,ountries) 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 colnpi~terized 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"). 
DI'CC is the holding conlpany for DTC, National Securities Clearing Corporation and Fixed Income Clearing 
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated 
subsidiaries. Access to the DTC system is also available to others such as both 1J.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 RL 
Poor's highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and 
Exchange Con~mission. More inforn~ation about DTC can be found at www.dtcc.co~n and www.dtc.org. 

Purchases of Bonds under the DTC system milst be made by or through Direct Participants, wliicl~ will 
receive a credit for the Bonds on DTC's records. The ownership interest of eacli actual purchaser of each Bond 
("Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records. Beneficial 
Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however, 
expected to receive written confirniations 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 tlie 
transaction. Transfers of ownership interests in the Bonds are to be acconlplished by entries made on the books 
of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive 
certificates representing their ownership interests in Bonds, except in the event that use of tlie book-entry system 
for the Bonds is discontinued. 

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

Conveyance of notices and other com~niinications by DTC to Direct Participants, by Direct Participants 
to lndirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be 
governed by arrangements among them, sub.ject to any statutory or regulatory requirements as may be in effect 
from time to time. Beneficial Owners of Bonds may wish to take certain steps to augment tlie transmission to 
them of notices of significant events with respect to the Bonds, such as redemptions, tenders, defaults, and 
proposed amendments to the Bond documents. For example, Beneficial Owners of Bonds may wish to ascertain 
that the nominee holding the Bonds for their benefit has agreed to obtain and transmit notices to Beneficial 
Owners. In the alternative, Beneficial Owners may wish 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 Bonds within an issue are being 
redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participa~it in such 
issue to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 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 Autliority as soon as possible after the record date. The 
On~nibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose accounts 
Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

Redemption proceeds, distributions, and dividend payments on the 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 D'TC's receipt of funds and corresponding detail information from 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 tlie case with securities held for the accounts of customers in bearer form or registered i n  "street 
name," and will be the responsibility of such Participant and not of DTC, the Trustee, or the Authority, subject 
to any statutory or regulatoly requirements as may be in effect from time to time. Payment of redemption 
proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested by an 
autliorized representative of DTC) is the responsibility of 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. 

A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, through its 
Participant, to the Trustee, and shall effect delivery of such Bond by causing the Direct Participant to transfer 
tlie Participant's interest in the Bonds, on DTC's records, to the Trustee. The requirement for pliysical delivery 
of Bonds in connection with an optional tender or a mandatory purchase will be deemed satisfied when tlie 
ownership rights in the Bonds are transferred by Direct Participants on DTC's records and followed by a book- 
entry credit of tendered Bonds to tlie Trustee's DTC account. 

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

The Authority may decide to discontinue use of the system of book-entry only transfers th ro~~gh DTC 
(or a successor securities depository). In that event, Bonds will be printed and delivered to DTC. 



Printed on Recycled Pupel 
IMAGEMASIER 800 452 5152 



NEW ISSUE -  FULL BOOK-ENTRY ONLY RATINGS:  (Short Term) Fitch:  AA/F1+; S&P: AA+ / A-1+
 (Underlying) Fitch:  A+; S&P: A

(See “RATINGS” herein)

In the opinion of Sidley Austin LLP, Bond Counsel, based on existing statutes, regulations, rulings and judicial decisions and assuming 
compliance with certain covenants in the documents pertaining to the Bonds and requirements of the Internal Revenue Code of 1986, as 
amended, as described herein, interest on the Bonds is not includable in the gross income of the owners of the Bonds for federal income tax 
purposes.  In the further opinion of Bond Counsel, interest on the Bonds is not treated as an item of tax preference in calculating the federal 
alternative minimum taxable income of individuals and corporations.  Interest on the Bonds, however, is included as an adjustment in 
the calculation of federal corporate alternative minimum taxable income and may therefore affect a corporation’s alternative minimum 
tax liability.  In the further opinion of Bond Counsel, interest on the Bonds is exempt from personal income taxes imposed by the State of 
California.  See “TAX MATTERS” herein.
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Trust Company, New York, New York.  Purchasers of interests in the Bonds will not receive certifi cates representing their benefi cial ownership of the 
Bonds.  Principal of, redemption premium, if any, and interest on the Bonds are payable directly by the Trustee to DTC, which is obligated in turn to remit 
such principal, redemption premium, if any, and interest to DTC Participants for subsequent disbursement to the Benefi cial Owners of the Bonds, as 
described herein.

The Bonds are subject to optional redemption, mandatory sinking fund redemption and extraordinary redemption prior to their 
maturity as described herein.  

The Bonds are special limited obligations of the Authority payable solely from and secured solely by the Revenues (as hereinafter defi ned) pledged 
thereto in the Indenture.  The Revenues consist of:  (i) Base Rental Payments payable by the City, as lessee, to the Authority, as lessor, pursuant to a 
Lease Agreement, dated as of August 1, 2008, for the use and possession of the Leased Property (as defi ned in the Lease Agreement); (ii) all interest 
or other income from any investment of any money in any fund or account (other than the Rebate Fund) established pursuant to the Indenture or the 
Lease Agreement; (iii) the Swap Revenues (as defi ned in the Indenture) and (iv) any additional security provided for a Series of Bonds in a Supplemental 
Indenture.

The Base Rental Payments are calculated to be suffi cient to pay the principal of and interest on the Bonds when due as well as any Regular Swap 
Payments required to be made by the Authority.  The obligation of the City to make Base Rental Payments is a general fund obligation of the City, subject 
to abatement and to certain other conditions of the Lease Agreement.  
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All the information which the Modesto Public Financing Authority and the City of Modesto intend to 
present investors regarding the City and the Bonds is contained in this Official Statement.  While the City maintains 
an internet website for various purposes, none of the information on that website is intended to assist investors in 
making any investment decision, or to provide any continuing information, with respect to the Bonds or any other 
obligations of the City.  Moreover, none of the information on the website is incorporated herein by reference.  No 
dealer, broker, salesperson or other person has been authorized by the Authority, the City, the Bank or the 
Underwriter to give any information or to make any representations other than those contained in this Official 
Statement in connection with the offering made hereby and, if given or made, such other information or 
representations must not be relied upon as having been authorized by the Authority, the City, the Bank or the 
Underwriter.  This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor 
shall there be any sale of the Bonds by a person in any jurisdiction in which it is unlawful for such person to make 
such an offer, solicitation or sale. 

This Official Statement is not to be construed as a contract with the purchasers of the Bonds.  Statements 
contained in this Official Statement which involve estimates, forecasts or matters of opinion, whether or not 
expressly so described herein, are intended solely as such and are not to be construed as a representation of facts. 

The information set forth herein has been obtained from sources which are believed to be reliable, but it is 
not guaranteed as to accuracy or completeness.  The information and expression of opinions herein are subject to 
change without notice and neither delivery of this Official Statement nor any sale made hereunder shall, under any 
circumstances, create any implication that there has been no change in the affairs of the City or the Bank since the 
date hereof.  All summaries of documents contained herein are made subject to the provisions of such documents 
and do not purport to be complete statements of any or all such provisions. 

      

The Underwriter has provided the following sentence for inclusion in this Official Statement: 

The Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, 
its responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this 
transaction, but the Underwriter does not guarantee the accuracy or completeness of such information. 

      

CAUTIONARY INFORMATION REGARDING FORWARD-LOOKING STATEMENTS IN 
THIS OFFICIAL STATEMENT 

Certain statements included or incorporated by reference in this Official Statement constitute 
“Forward-Looking Statements” within the meaning of the United States Private Securities Litigation Reform Act of 
1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section 27A of the 
United States Securities Act of 1933, as amended.  Such statements are generally identifiable by the terminology 
used, such as “plan,” “expect,” “estimate,” “budget” and other similar words and include, but are not limited to, 
statements that describe possible future revenues and expenses of the City. 

The achievement of certain results or other expectations contained in such forward-looking statements 
involves known and unknown risks, uncertainties and other factors which may cause actual results, performance or 
achievements described to be materially different from any future results, performance or achievements expressed or 
implied by such forward-looking statements.  The City does not plan to issue any updates or revisions to those 
forward-looking statements if or when its expectations or events, conditions or circumstances on which statements 
are based change. 

      

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS 
AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT.  THE BONDS HAVE NOT 
BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE. 
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INTRODUCTION 

The purpose of this Official Statement, which includes the cover page and appendices hereto, 
is to set forth certain information concerning the offering by the Modesto Public Financing Authority 
(the “Authority”) of its Lease Revenue Refunding Bonds, Series 2008 (the “Bonds”).  This 
Introduction is qualified in its entirety by reference to the more detailed information included and 
referred to elsewhere in this Official Statement.  The offering of the Bonds to potential investors is 
made only by means of the entire Official Statement.  Descriptions and summaries of various 
documents set forth herein do not purport to be comprehensive or definitive, and references made to 
each such document for complete details of all terms and conditions thereof.  Terms used in this 
Introduction and not otherwise defined shall have the respective meanings assigned to them 
elsewhere in this Official Statement.  See Appendix A — “SUMMARY OF CERTAIN 
PROVISIONS OF THE LEGAL DOCUMENTS — Definitions.” 

General 

The Bonds are being issued by the Authority in order to provide funds to (i) refund certain 
bonds previously issued by the Authority, (ii) fund the Reserve Fund for the Bonds and (iii) pay the 
costs of issuance of the Bonds, as more fully described herein.  See “THE REFUNDING PLAN” and 
“ESTIMATED SOURCES AND USES OF FUNDS.” 

The Authority previously issued its Lease Revenue Bonds, Series 1998 (Capital 
Improvements and Refunding Project) (the “Series 1998 Bonds”) and its Lease Revenue Refunding 
and Capital Improvement Bonds, Series 2007 (the “Series 2007 Bonds” and, together with the Series 
1998 Bonds, the “Prior Bonds”) in order to assist in the financing of certain public capital 
improvements in the City of Modesto, California (the “City”).  The Bonds are being issued for the 
purposes, among others, of refunding all of the Prior Bonds.  See “THE REFUNDING PLAN.” 

In connection with the issuance of the Bonds, each of (i) the City, (ii) the Redevelopment 
Agency of the City of Modesto (the “Redevelopment Agency”) and (iii) the City-County Capital 
Improvements and Financing Agency (the “City-County JPA”) will lease its respective interest in 
certain real property, facilities and/or improvements to the Authority pursuant to separate leases 
(collectively, the “Facility Leases”), each dated as of August 1, 2008.  The Authority in turn will 
lease such real property, facilities and/or improvements (collectively, the “Leased Property”), to the 
City pursuant to the terms of a Lease Agreement, dated as of August 1, 2008, by and between the 
Authority and the City (the “Lease Agreement”).  The City is required pursuant to the Lease 
Agreement to make payments in consideration of the use and possession of the Leased Property (the 
“Base Rental Payments”).  The Base Rental Payments are designed to be sufficient in both time and 
amount to pay, when due, the principal of and interest on the Bonds and amounts due with respect to 
Related Obligations (as hereinafter defined). 
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Authority for Issuance 

The Bonds are being issued pursuant to the Marks-Roos Local Bond Pooling Act of 1985 
(Article 4, commencing with Section 6584, of Chapter 5, Division 7, Title 1 of the California 
Government Code), as amended from time to time (the “Bond Law”), resolutions adopted by the 
governing board of the Authority and the City Council of the City, and an Indenture, dated as of 
August 1, 2008 (the “Indenture”), by and between the Authority and The Bank of New York Mellon 
Trust Company, N.A., as trustee (the “Trustee”). 

The Bonds 

The Bonds will be dated the date on which they are issued and will mature on September 1, 
2033 (the “Maturity Date”), subject to redemption prior thereto.  See “THE BONDS — 
Redemption.”  The Bonds will be initially issued in the Weekly Mode, and interest on the Bonds in 
the Weekly Mode will accrue at the Weekly Rate.  In general, the Weekly Rate is the rate of interest 
per annum determined by Banc of America Securities LLC, as Remarketing Agent (the 
“Remarketing Agent”), on and as of the applicable Rate Determination Date to be the minimum rate 
of interest which would result in the sale of the Bonds at a price equal to 100% of the principal 
amount thereof.  Such interest is payable on the first Business Day of each month.  See “THE 
BONDS.”  The Bonds are subject to conversion to a different interest rate mode pursuant to the 
Indenture.  This Official Statement describes the Bonds only while they are in the Weekly Mode. 

While the Bonds are in the Weekly Mode, they are subject to optional and mandatory tender 
for purchase under the circumstances described herein.  See “THE BONDS — Optional Tender,” 
“― Mandatory Tender for Purchaser upon Change of Mode” and “― Other Mandatory Tenders.”  

Security and Sources of Payment for the Bonds 

The Bonds are special limited obligations of the Authority payable solely from and secured 
solely by the Revenues (as hereinafter defined) pledged therefor in the Indenture.  The Revenues 
consist of:  (i) Base Rental Payments payable by the City, as lessee, to the Authority, as lessor, for 
the use and possession of the Leased Property; (ii) all interest or other income from any investment 
of any money in any fund or account (other than the Rebate Fund) established pursuant to the 
Indenture or the Lease Agreement; (iii) the Swap Revenues (as defined in the Indenture) and (iv) any 
additional security provided for a Series of Bonds in a Supplemental Indenture. 

The Leased Property consists of the following, each of which is a “Leased Unit” under the 
Lease Agreement:  (i) the Redevelopment Agency’s parking garage (the “Public Parking Garage”), 
which is located at the corner of 11th and K Streets and which contains approximately 700 parking 
spaces in a five story structure, (ii) the City’s one-half interest in the City-County JPA’s 
administration building (the “City-County Administration Building”), which is located on 10th Street 
and which consists of a seven story structure a portion of which is owned by the Redevelopment 
Agency and the remainder of which is owned by the City-County JPA, (iii) the City’s police 
headquarters building and police operations building (collectively, the “Police Facilities”), an 
approximately 40,000 square foot structure which is occupied by the City’s Police Department as its 
headquarters and a 25,000 square foot annex that serves as its operations building, (iv) certain 
miscellaneous City properties consisting of Fire Station Nos. 3, 5, 6, 7, 9 and 11, the Senior Citizen 
Center, Parking Lot No. 25, a 4-story parking structure located at 11th and I Streets, McHenry 
Mansion and the Corporation Yard (collectively, the “Miscellaneous Properties”) and (v) the City’s 
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one-half undivided interest in the Communications Dispatch Center (the “Communications Dispatch 
Center”), which is located on Oakdale Road in the City.  The Lease Agreement permits real property 
to be added or substituted in place of any of the foregoing under the circumstances described therein.  
See APPENDIX A — “SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL 
DOCUMENTS — THE LEASE AGREEMENT — Removal or Substitution of Leased Property.” 

Pursuant to the terms of the Lease Agreement, the City is required to make the Base Rental 
Payments from any source of legally available funds in each year in which the City has use and 
possession of the Leased Property.  The Base Rental Payments are designed to be sufficient in both 
time and amount to pay, when due, (i) the principal of and interest on the Bonds and (ii) the 
Authority’s Related Obligations (as defined in the Lease Agreement), including the Regular Swap 
Payments (as defined in the Indenture).  Pursuant to the Lease Agreement, the City is also required to 
pay certain additional amounts (collectively, the “Additional Payments”), which include, among 
other things, all costs and expenses incurred by the Authority in connection with the execution, 
performance or enforcement of the Lease Agreement or any pledge of Base Rental Payments payable 
under the Lease Agreement, the Indenture, the Credit Facility, the Authority’s interest and the lease 
of the Leased Property to the City, including but not limited to payment of all fees, costs and 
expenses and all administrative costs of the Authority related to the Bonds, the Related Obligations 
(as defined in the Lease Agreement), the Leased Property, including, among other things, all fees and 
expenses of the Bank of America, N.A., including all fees payable pursuant to the Reimbursement 
Agreement (as hereinafter defined).  See APPENDIX A — “SUMMARY OF CERTAIN 
PROVISIONS OF THE LEGAL DOCUMENTS — THE LEASE AGREEMENT — Additional 
Payments.”  The City has covenanted in the Lease Agreement to take such action as may be 
necessary to include the Base Rental Payments and Additional Payments in its annual budget and has 
further covenanted to make the necessary appropriations for all such Base Rental Payments and 
Additional Payments.   

The amount of Base Rental Payments which the City is obligated to pay under the Lease 
Agreement is subject to abatement during any period in which, by reason of any damage or 
destruction (other than by condemnation), there is substantial interference with the City’s use and 
occupancy of the Leased Property or any component thereof.  Such adjustment or abatement will end 
with the substantial completion of the work of repair or reconstruction of the Leased Property or the 
affected portion thereof.  The Base Rental Payments will not be abated to the extent that moneys held 
by the Trustee under the Indenture that are to be credited toward the payment of the Base Rental 
Payments are available, the City having determined that such moneys constitute special funds for 
payment of the Base Rental Payments.  See “SECURITY AND SOURCES OF PAYMENT FOR 
THE BONDS — Abatement.” 

The obligation of the City to pay the Base Rental Payments does not constitute either (a) an 
obligation for which the City is obligated to pledge any form of taxation or for which the City has 
pledged any form of taxation or (b) indebtedness within the meaning of any constitutional or 
statutory debt limitation or restriction. 

The City has assumed responsibility under the Lease Agreement for the operation, 
maintenance and repair of the Leased Property; and it is required to maintain, or cause to be 
maintained, insurance against loss or damage to any structures constituting any part of the Leased 
Property by fire and lightning, with extended coverage insurance, vandalism and malicious mischief 
insurance and sprinkler system leakage insurance, all subject to exceptions, exclusions and 
deductibles as set forth in the Lease Agreement.  See “SECURITY AND SOURCES OF PAYMENT 
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FOR THE BONDS — Property Insurance.”  Information with respect to the City is included in 
Appendix B — “CERTAIN INFORMATION REGARDING THE CITY” and Appendix C — “THE 
CITY’S AUDITED FINANCIAL STATEMENTS FOR FISCAL YEAR 2006-07.” 

Credit Facility 

Principal of and interest on the Bonds will be paid from draws on the irrevocable, direct-pay 
Letter of Credit, dated as of the Date of Issuance (the “Credit Facility”), issued by Bank of America, 
N.A. (the “Bank”) pursuant to a Reimbursement Agreement dated as of August 1, 2008 and 
described below (the “Reimbursement Agreement”).  Such draws are to be repaid to the Bank by the 
City pursuant to the terms of the Reimbursement Agreement.  The purchase price on the Bonds 
tendered for purchase as described under the caption “THE BONDS — Optional Tender” and not 
remarketed is also to be paid from draws on the Credit Facility, subject to the terms of the 
Reimbursement Agreement.  The Credit Facility and Reimbursement Agreement will expire on 
August 1, 2011 unless terminated sooner or extended. 

Swap Agreement 

In connection with the issuance of the Series 2007 Bonds, the Authority entered into an 
interest rate swap agreement in the form of an ISDA Master Agreement (Local Currency – Single 
Jurisdiction), the U.S. Municipal Counterparty Schedule thereto, a Credit Support Annex and a 
Confirmation, each dated as of and entered into on April 11, 2007 (collectively, the “2007 Swap 
Agreement”), with Bank of America, N.A. (the “Swap Provider”).  In connection with the issuance 
of the Bonds, the City and the Swap Provider will amend and restate in its entirety the 2007 Swap 
Agreement (as so amended and restated, the “2008 Swap Agreement”).  The 2008 Swap Agreement 
is scheduled to expire on the Maturity Date of the Bonds; and the notional amount of the 2008 Swap 
Agreement is scheduled to be reduced on the same dates and in the same amounts as the principal of 
the Bonds is scheduled to be reduced.  Pursuant to the 2008 Swap Agreement, the City will be 
required to make periodic payments to the Swap Provider calculated on the basis of a fixed rate of 
interest on an initial notional amount equal to the principal amount of the Bonds.  In return, the Swap 
Provider will be required to make periodic payments to the City calculated on the basis of a variable 
rate of interest equal to a percentage of LIBOR on the same notional amount.   The amounts payable 
by each party pursuant to the 2008 Swap Agreement are netted against the payments to be received 
by such party thereunder.  The Authority’s obligation under the 2008 Swap Agreement to make 
scheduled payments is secured by a pledge of Revenues on a parity with the pledge thereof securing 
the Bonds.  See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS — 2008 Swap 
Agreement.”   

Bank of America, N.A., the Swap Provider and Credit Facility Provider, and Banc of 
America Securities LLC, the Underwriter and Remarketing Agent, are affiliates, both being 
subsidiaries of the Bank of America Corporation.   

The City 

The City, which has an estimated population of over 209,000 as of January 1, 2008, is the 
county seat of Stanislaus County and was incorporated in 1884.  It includes an area of approximately 
36 square miles.  The City operates under a council-manager form of government pursuant to a 
charter adopted in 1963.  The City is located in central California, approximately 93 miles east of San 
Francisco.  See Appendix B — “CERTAIN INFORMATION REGARDING THE CITY.” 
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The Authority 

The Authority was established pursuant to the provisions of Sections 6500 et seq. of the 
California Government Code and a Joint Exercise of Powers Agreement, dated as of 
December 1, 1989, by and between the City and the Industrial Development Authority of the City of 
Modesto.  The Authority was established for the purpose of financing the acquisition, construction, 
improvement and equipping of public capital improvements.  The governing board of the Authority 
consists of the City Council of the City. 

Tax Matters 

For a description of the tax treatment of interest on the Bonds, see “TAX MATTERS” and 
the proposed form of the opinion of Sidley Austin LLP, Bond Counsel, set forth in Appendix D. 

No Continuing Disclosure 

While they are in the Weekly Mode, the Bonds are exempt from the continuing disclosure 
requirements of Rule 15c2-12 under the Securities Exchange Act of 1934, as amended. 

Disclosure of Identity of Purchasers 

Any person who purchases a beneficial interest in a Bond in connection with the initial 
offering thereof agrees that the Underwriter of the Bonds may disclose such person’s identity to the 
City and the Authority unless such person advises his or her sales representative otherwise. 

Other Matters 

This Official Statement speaks only as of its date, and the information and expressions of 
opinion contained herein are subject to change without notice.  Neither delivery of this Official 
Statement nor any sale of Bonds made hereunder shall, under any circumstances, create any 
implication that there has been no change in the affairs of the Authority or the City since the date 
hereof.  This Official Statement, including any supplement or amendment hereto, is intended to be 
deposited with one or more repositories. 

THE REFUNDING PLAN 

A portion of the Bond proceeds, together with certain funds made available through the 
defeasance of the Series 1998 Bonds, will be deposited in trust with The Bank of New York Mellon 
Trust Company, N.A., formerly known as The Bank of New York Trust Company, N.A. (the “1998 
Escrow Agent”), pursuant to the 1998 Escrow Agreement, dated the date of closing with respect to 
the Bonds, by and between the Authority and the 1998 Escrow Agent (the “1998 Escrow 
Agreement”).  The funds so deposited with the 1998 Escrow Agent will be applied to the purchase of 
Federal Securities (as defined in the 1998 Escrow Agreement) (the “1998 Escrow Securities”) or held 
in cash, as provided in the 1998 Escrow Agreement.  The 1998 Escrow Securities, together with 
interest thereon, and such cash are calculated to be sufficient to pay the principal of and interest on 
the Series 1998 Bonds coming due through September 29, 2008 and to pay the Redemption Price of 
the Series 1998 Bonds on said date.  The accuracy of the aforesaid calculations will be verified by 
Grant Thornton, LLP, Minneapolis, Minnesota (the “Verification Agent”).  See “VERIFICATION 
OF MATHEMATICAL ACCURACY.”   
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Another portion of the Bond proceeds, together with certain funds made available through the 
defeasance of the Series 2007 Bonds, will be deposited in trust with The Bank of New York Mellon 
Trust Company, N.A., formerly known as The Bank of New York Trust Company, N.A. (the “2007 
Escrow Agent”), pursuant to the 2007 Escrow Agreement, dated the date of closing with respect to 
the Bonds, by and between the Authority and the 2007 Escrow Agent (the “2007 Escrow 
Agreement”).  The funds so deposited with the 2007 Escrow Agent will be applied to the purchase of 
Federal Securities (as defined in the 2007 Escrow Agreement) (the “2007 Escrow Securities”) or held 
in cash, as provided in the 2007 Escrow Agreement.  The 2007 Escrow Securities, together with 
interest thereon, and such cash are calculated to be sufficient to pay the principal of and interest on 
the Series 2007 Bonds coming due through September 3, 2008 and to pay the Redemption Price of 
the Series 2007 Bonds on said date.  The accuracy of the aforesaid calculations will be verified by the 
Verification Agent.  See “VERIFICATION OF MATHEMATICAL ACCURACY.”   

On the basis of the foregoing, upon the issuance of the Bonds and the deposits of proceeds 
from the sale thereof described above with the 1998 Escrow Agent and the 2007 Escrow Agent, the 
Prior Bonds will no longer be outstanding. 

ESTIMATED SOURCES AND USES OF FUNDS 

The following table sets forth the estimated sources and uses of funds with respect to the 
Bonds. 

Sources of Funds  
Principal Amount of the Bonds  $ 65,170,00.00 
Amounts Held for Prior Bonds   6,726,724.91 
Less:  Underwriter’s Discount   (198,867.94) 

Total Sources  $71,697,856.97 
  
Uses of Funds  

Reserve Fund(1)  $ 4,787,871.08 
Costs of Issuance Fund(2)   406,466.47 
Transfer to 1998 Escrow Agent for Defeasance of Series 1998 Bonds   3,898,057.94 
Transfer to 2007 Escrow Agent for Defeasance of Series 2007 Bonds   62,605,461.48 

Total Uses  $71,697,856.97 
    
(1) Equal to the Reserve Fund Requirement. 
(2) Includes legal and advisory fees, the Credit Facility fee, printing costs, rating agency fees and other miscellaneous expenses. 

THE BONDS 
General 

The Bonds will be dated as of their date of issuance and will mature on the Maturity Date, 
subject to redemption prior thereto as described below under “Redemption.”  The Bonds will be 
initially issued in the Weekly Mode, and interest on the Bonds in the Weekly Mode will accrue at the 
Weekly Rate.  See “Interest Rate Provisions” below. 

Upon delivery, the Bonds will be registered in the name of Cede & Co., as nominee of The 
Depository Trust Company, New York, New York (“DTC”).  DTC will act as securities depository 
for the Bonds.  Ownership interests in the Bonds may be purchased in book entry form only.  See 
“Book-Entry-Only System” below.  While the Bonds are in the Weekly Mode such ownership 
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interests may be purchased in denominations of $100,000 and integral multiples of $5,000 in excess 
thereof. 

Book-Entry-Only System 

The Bonds will be executed and delivered in book-entry form only.  Purchasers of the Bonds 
will not receive certificates representing their ownership interests in the Bonds purchased.  All 
payments with respect to the Bonds are to be made by the Trustee directly to DTC.  DTC is expected 
to credit such payments to the respective accounts of its Direct Participants which, in turn, are 
expected to make payment thereof to the purchasers of the Bonds. 

As long as Cede & Co. is the registered owner of the Bonds, references herein to the Owners 
of the Bonds shall refer to Cede & Co. and not to the beneficial owners of the Bonds (the “Beneficial 
Owners”).  Neither the Authority nor the City gives any assurance that DTC, its Direct Participants 
or others will distribute payments with respect to the Bonds or notices concerning the Bonds to the 
Beneficial Owners thereof or that DTC will otherwise serve and act in the manner described in this 
Official Statement.  See Appendix E — “BOOK-ENTRY SYSTEM” for a further description of DTC 
and its book-entry system.  The information presented therein is based solely on information 
provided by DTC. 

The Authority may decide to discontinue the use of book-entry transfers through DTC (or a 
successor Securities Depository).  In that event, the Bonds will be printed and delivered to the 
Beneficial Owners and will be governed by the provisions of the Indenture with respect to the 
payment of principal and interest and rights of exchange and transfer. 

Interest Rate Provisions 

Establishment of the Weekly Rate.  The Bonds will be issued in the Weekly Mode.   The 
interest rate for the Bonds while they are in the Weekly Mode will be the rate of interest per annum 
determined by the Remarketing Agent on and as of the applicable Rate Determination Date (each 
Wednesday or, if Wednesday is not a Business Day, then the Business Day next succeeding such 
Wednesday) as the minimum rate of interest which, in the opinion of the Remarketing Agent under 
then-existing market conditions, would result in the sale of the Bonds at a price equal to 100% of the 
principal amount thereof.  While the Bonds are in the Weekly Mode, the Remarketing Agent is 
obligated to establish the Weekly Rate by 4:00 p.m. New York City time on each Rate Determination 
Date; and the Weekly Rate shall be in effect during the applicable Weekly Rate Period (generally, the 
period commencing on Thursday of each week to and including Wednesday of the following week).  
The interest rate on the Bonds cannot exceed 12% per annum. 

Notification of the Weekly Rate.  The Remarketing Agent is required to make the Weekly 
Rate available no later than 5:00 p.m. New York City time on the Business Day following the Rate 
Determination Date by telephone or Electronic Means to the Authority, each other Notice Party and 
any Beneficial Owner requesting such rate. 

Alternate Rate.  When the Bonds are in the Weekly Mode, in the event (i) the Remarketing 
Agent fails or is unable to determine the interest rate for the Bonds, (ii) the method by which the 
Remarketing Agent determines the interest rate with respect to the Bonds shall be held to be 
unenforceable by a court of law of competent jurisdiction, or (iii) the Remarketing Agent suspends 
its remarketing effort in accordance with the provisions of the Remarketing Agreement (as 
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hereinafter defined), then the Bonds shall evidence interest during each subsequent Interest Period 
for the Bonds at the Alternate Rate in effect on the first day of such Weekly Rate Period.  The 
Alternate Rate for the Bonds in the Weekly Mode as of any Rate Determination Date is a rate per 
annum equal to (a) the SIFMA Municipal Swap Index (the “SIFMA Rate”) most recently available as 
of the date of determination, or (b) if such index is no longer available, or if the SIFMA Rate is no 
longer published, the S&P Weekly High Grade Index (formerly the J.J. Kenny Index), or (c) if 
neither the SIFMA Rate nor the S&P Weekly High Grade Index is published, the index determined to 
equal the prevailing rate determined by the Remarketing Agent for tax-exempt state and local 
government bonds meeting criteria determined in good faith by the Remarketing Agent to be 
comparable under the circumstances to the criteria used by the Securities Industry and Financial 
Markets Association (“SIFMA”) to determine the SIFMA Rate just prior to when the SIFMA 
stopped publishing the SIFMA Rate.  If there is no Remarketing Agent for the Bonds, if the 
Remarketing Agent fails to make any such determination or if the Remarketing Agent has suspended 
its remarketing efforts in accordance with the Remarketing Agreement, then the Trustee shall make 
the determinations required by this definition, or if the Trustee shall decline to make such 
determination, a financial advisor, investment banker or other qualified party shall make such 
determination at the expense of the Authority.  Such provisions will continue to apply until such time 
as the Remarketing Agent (or the Authority, if applicable) resumes making such determinations.  In 
the case of clause (ii) above, the Remarketing Agent (or the Authority, if applicable) shall resume 
making such determination at such time as there is delivered to the Remarketing Agent or the 
Authority, as applicable, an opinion of Bond Counsel to the effect that there are no longer any legal 
prohibitions against the Remarketing Agent or Authority, as applicable, making such determinations. 

Optional Tender 

Subject to the availability of sufficient funds from either the remarketing of such Bonds or 
the Credit Facility, while the Bonds are in the Weekly Mode, any Bond shall be purchased on the 
demand of the owner thereof on any Business Day during a Weekly Rate Period at a purchase price 
equal to the principal amount thereof plus accrued interest, if any, to the Purchase Date, upon written 
notice to the Trustee, at its Principal Office not later than 11:00 a.m. New York City time on a 
Business Day not later than the seventh day prior to the Purchase Date, which notice  states: (i) the 
number and principal amount of the Bonds to be purchased pursuant to the optional tender provisions 
of the Indenture; (ii) the Purchase Date on which such Bond are to be purchased; and (iii) an 
irrevocable request for such purchase and agreement to deliver such Bond, duly endorsed in blank for 
transfer, with all signatures guaranteed, to the Trustee at or prior to 10:00 a.m. New York City time 
on such Purchase Date.  The Trustee shall promptly, but in no event later than 11:30 a.m. New York 
City time on the next succeeding Business Day, notify the Remarketing Agent, the Credit Facility 
Provider or the Liquidity Facility Provider by Electronic Means of the receipt of the notice referred 
to in the preceding sentence.  For so long as the Bonds are registered in the name of Cede & Co., as 
nominee for DTC, the tender option rights of Owners of Bonds may be exercised only by a Direct 
Participant of DTC acting, directly or indirectly, on behalf of a Beneficial Owner of Bonds by giving 
notice of its election to tender Bonds or portions thereof at the time and in the manner described 
above.  Beneficial Owners will not have any rights to tender Bonds directly to the Trustee. 

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

Mandatory Tender for Purchase upon Change of Mode 

Changes in Mode.  At the option of the Authority, the Bonds in the Weekly Mode may be 
changed to another Mode (other than a Fixed Rate Mode) as set forth below, provided that all the 
Bonds shall be converted. 

Unless otherwise specified in the Indenture, notice of the proposed change in Mode must be 
given by the Trustee to the Owners of the Bonds not less than the 15th day next preceding the 
applicable Mode Change Date.  Such notice must state the Mode to which the conversion will be 
made and the proposed Mode Change Date and, if applicable, shall be combined with the notice of 
mandatory purchase required to be delivered by the Trustee pursuant to the Indenture.  The new 
Mode shall commence on the Mode Change Date and the interest rate(s), together, in the case of a 
change to the Flexible Mode, with the Interest Period or Interest Period(s), as applicable, shall be 
determined by the Remarketing Agent (or the Authority in the case of the Interest Period for the 
Bonds being converted to a Term Rate Mode) in the manner provided in the Indenture. 

In the case of a change from the Weekly Mode, the Mode Change Date can be any Business 
Day.  The Bonds shall be subject to mandatory tender for purchase on such Mode Change Date as 
described below, and, except as is otherwise described herein, the Bonds shall be purchased on the 
Mode Change Date at a Purchase Price equal to 100% of the principal amount thereof plus accrued 
interest, if any; provided, however, that if the Bonds are to be purchased on an Interest Payment Date 
other than the last Interest Payment Date applicable to the Bonds, and if the Bonds would otherwise 
be subject to optional prepayment on such Mode Change Date at a prepayment price of more than 
100% of the principal amount thereof plus accrued interest, if any, then the Bonds shall be purchased 
at a Purchase Price equal to such prepayment price. 

Conditions Precedent.  It is a condition precedent to a change in Mode that certain items 
shall have been delivered to the Authority, Trustee and the Remarketing Agent on or prior to the 
Mode Change Date.  Those items include (a) in the case of a change from the Weekly Mode to any 
Mode other than the Daily Mode, a Favorable Opinion of Bond Counsel dated the Mode Change 
Date and (b) a notice from the Rating Agencies of the rating(s) to be assigned to the Bonds on such 
Mode Change Date. 

Failure to Satisfy Conditions.  In the event that the Authority has not withdrawn any election 
by it to change a Mode as described below and the conditions referred to above have not been 
satisfied by the applicable Mode Change Date, then the New Mode shall not take effect (although 
any mandatory purchase shall be made on such date if notice has been sent to the Owners stating that 
the Bonds would be subject to mandatory purchase on such date).  In the case of a failed change in 
Mode from the Weekly Mode, the Bonds shall remain in the Weekly Mode with interest rates 
established in accordance with the provisions described above under “Interest Rate Provisions” on 
and as of the failed Mode Change Date. 

Rescission of Election to Change Mode.  The Authority may rescind any election by it to 
change a Mode prior to the Mode Change Date by giving written notice thereof to the Notice Parties 
prior to such Mode Change Date.  If the Trustee receives notice of such rescission prior to the time 
the Trustee has given notice to the Owners of the Bonds, then such notice of change in Mode shall be 
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of no force and effect.  If the Trustee receives notice from the Authority of rescission of a Mode 
change after the Trustee has given notice thereof to the Owners of the Bonds, then if the proposed 
Mode Change Date would have been a Mandatory Purchase Date, such date shall continue to be a 
Mandatory Purchase Date.  If the proposed change in Mode was from the Weekly Mode, the Bonds 
shall remain in the Weekly Mode with interest rates established in accordance with the provisions 
described above under “Interest Rate Provisions” on and as of the proposed Mode Change Date. 

Mandatory Tender for Purchase on Change of Mode.  A change from the Weekly Mode to 
any other Mode will result in the mandatory purchase of the Bonds on the Mode Change Date.  The 
Trustee is required to give notice of each such mandatory purchase by mail to the Owners of the 
Bonds subject to mandatory purchase no less than 15 days prior to the applicable Mandatory 
Purchase Date, which is the Mode Change Date.  Such notice is required to state the Mandatory 
Purchase Date, set forth the Purchase Price applicable on such Mandatory Purchase Date, and 
identify the Bonds to be purchased.  Such notice must also state that interest on the Bonds subject to 
mandatory purchase shall cease to accrue from and after the Mandatory Purchase Date.  The failure 
to mail such notice with respect to any Bond shall not affect the validity of the mandatory purchase 
of any other Bond with respect to which notice was so mailed.  Any notice mailed will be 
conclusively presumed to have been given, whether or not actually received by any Owner. 

Other Mandatory Tenders 

The Bonds are subject to mandatory tender for purchase on each Mandatory Purchase Date.  
In addition to Mode Change Dates, Mandatory Purchase Dates applicable to Bonds in the Weekly 
Mode are: (i) any Substitution Date (the date on which an Alternate Credit Facility or Alternate 
Liquidity Facility is substituted for the Credit Facility or Liquidity Facility then in effect); (ii) the 
fifth Business Day prior to an Expiration Date (the stated expiration date of a Credit Facility or 
Liquidity Facility, as it may be extended from time to time as provided in such Credit Facility or 
Liquidity Facility, or any earlier date on which such Credit Facility or Liquidity Facility shall 
terminate at the direction of the Authority, expire or be cancelled, other than the date on which a 
Credit Facility or Liquidity Facility shall terminate as a result of an Automatic Termination Event or 
an event of default under the Reimbursement Agreement entered into in connection with such Credit 
Facility or Liquidity Facility) upon failure by the Trustee to receive an extension of the Credit 
Facility by the 30th day prior to the Expiration Date; (iii) the date specified by the Trustee following 
the occurrence of an event of default with respect to a Liquidity Facility which requires or gives the 
Liquidity Facility Provider the option to terminate the Liquidity Facility, upon notice and requires 
that all Outstanding Bonds secured by such Liquidity Facility be tendered for purchase under the 
applicable Liquidity Agreement, which date shall be a Business Day not less than 20 days after the 
Trustee’s receipt of notice of such event of default from the applicable Liquidity Facility Provider 
and in no event later than the Business Day preceding the termination date specified in the notice of 
event of default delivered to the Trustee by such Liquidity Facility Provider; (iv) any Business Day 
specified by the Authority in a notice delivered to the Trustee, which Mandatory Purchase Date shall 
be not less than 20 days after the Trustee’s receipt of such notice from the Authority; and (v) any date 
specified for a Mandatory Credit Tender, which includes the mandatory tender of Bonds pursuant to 
the Indenture upon receipt by the Trustee of written notice from the Credit Facility Provider that an 
event of default with respect to the Reimbursement Agreement has occurred and directing the 
Trustee to call the Bonds for mandatory tender. 

Except in the case of a mandatory purchase on a Mandatory Purchase Date, as described in 
clauses (iii) or (v) of the immediately preceding paragraph, the Trustee is required to give notice of 
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each such mandatory purchase at the same time and in the same manner as is described above under 
“Mandatory Tender for Purchase upon Change of Mode - Mandatory Tender for Purchase on 
Change of Mode.” 

Purchase Fund 

The Indenture requires the Trustee to establish and maintain a separate fund to be designated 
as the “Bond Purchase Fund” (the “Bond Purchase Fund”) and separate accounts therein to be 
designated as the “Remarketing Proceeds Account,” the “Credit Facility Account,” the “Liquidity 
Facility Account” and the “Authority Account.”  The Bond Purchase Fund shall be held in trust 
solely for the benefit of the Owners of tendered Bonds. 

Upon receipt of the proceeds of a remarketing of any Bond on the date such Bond is to be 
purchased, the Trustee is required to deposit such remarketing proceeds in the Remarketing Proceeds 
Account to be applied to the payment of the Purchase Price of such Bond.  Upon receipt of the 
proceeds of a draw on the Credit Facility, the Trustee is required to deposit such Credit Facility 
proceeds in the Credit Facility Account to be applied to the payment of the Purchase Price of Bonds 
to the extent that the moneys on deposit in the Remarketing Proceeds Account are not sufficient.  
Any amounts deposited in the Credit Facility Account and not needed for the payment of the 
Purchase Price of the Bonds shall be immediately returned to the Credit Facility Provider.  Upon 
receipt of funds from the Authority provided at its sole discretion for such purpose, the Trustee is 
required to deposit such funds in the Authority Account to be applied to the payment of the Purchase 
Price of the Bonds.  Any amounts deposited in an Authority Account and not  needed for the 
payment of the Purchase Price of the Bonds shall be immediately returned to the Authority.  
Amounts held in the Remarketing Proceeds Account, the Credit Facility Account, the Liquidity 
Facility Account and the Authority Account are not permitted to be commingled with any other funds 
held by the Trustee and must be held uninvested. 

Each of the Remarketing Proceeds Account, the Credit Facility Account and the Liquidity 
Facility Account shall meet the requirements of an Eligible Account. 

Credit Facility  

Requirement.  While the Bonds are in the Weekly Mode, the Authority may provide a Credit 
Facility or a Liquidity Facility.  Each such Credit Facility or Liquidity Facility (and any Alternate 
Credit Facility or Alternate Liquidity Facility provided in replacement thereof) must  (i) be in an 
amount equal to the Required Stated Amount, (ii) be provided by a Credit Facility Provider or a 
Liquidity Facility Provider and (iii) provide for the purchase of the Bonds upon their optional or 
mandatory tender in accordance with the provisions of the Indenture.  The Authority is not permitted 
to voluntarily terminate such Credit Facility or Liquidity Facility without providing at least 30 days 
written notice to the Trustee and each of the other Notice Parties. 

Draws.  If a Credit Facility or Liquidity Facility is in effect with respect to the Bonds, on 
each date on which a Bond is to be purchased, the Trustee, by demand given by Electronic Means 
before 11:30 a.m. New York City time, is required to draw on the applicable Credit Facility or 
Liquidity Facility in accordance with the terms thereof so as to receive thereunder by 2:30 p.m. New 
York City time on such date an amount, in immediately available funds, sufficient, together with the 
proceeds of the remarketing of such Bonds on such date, to enable the Trustee to pay the Purchase 
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Price in connection therewith.  The proceeds of such draw shall be paid to the Trustee, who shall 
deposit said proceeds in the applicable Credit Facility Account or Liquidity Facility Account. 

Alternate Facility.  The Authority may provide an Alternate Credit Facility or Alternate 
Liquidity Facility on any Business Day not later than the fifth Business Day prior to the Expiration 
Date of the Credit Facility or Liquidity Facility then in effect for the Bonds.  The Authority must give 
at least 30 days’ written notice to the Trustee and each of the Notice Parties of its intent to furnish an 
Alternate Credit Facility or Alternate Liquidity Facility, which notice shall specify the nature of such 
Alternate Credit Facility or Liquidity Facility, the identity of the Credit Facility Provider or Liquidity 
Facility Provider and the proposed Substitution Date.  The Trustee must then give notice of each 
Mandatory Purchase Date resulting from the proposed delivery of an Alternate Credit Facility or 
Alternate Liquidity Facility in accordance with the provisions set forth in the Indenture. 

On or before the Substitution Date, there must be delivered to the Trustee:  (i) the Alternate 
Credit Facility in substitution for the Credit Facility then in effect or the Alternate Liquidity Facility 
in substitution for the Liquidity Facility then in effect, as applicable (ii) a Favorable Opinion of Bond 
Counsel and (iii) a written Opinion of Counsel for the provider of the Alternate Credit Facility or 
Alternate Liquidity Facility, as applicable, to the effect that such Alternate Credit Facility or 
Alternate Liquidity Facility, as applicable, is a legal, valid, and binding obligation of the provider 
thereof and covering such other matters as the Authority shall require.  Upon the satisfaction of such 
conditions, the Trustee must accept such Alternate Credit Facility or Alternate Liquidity Facility, as 
applicable, and surrender the Credit Facility or Liquidity Facility, as applicable, then in effect to the 
provider thereof on the Substitution Date; provided that if there are insufficient remarketing proceeds 
to pay the Purchase Price of all Bonds subject to mandatory purchase on such Substitution Date, the 
Trustee may not surrender the Credit Facility or Liquidity Facility, as applicable, then in effect until 
the Trustee shall have drawn upon the existing Credit Facility or Liquidity Facility, as applicable, to 
pay the Purchase Price for the Bonds subject to mandatory purchase on such Substitution Date.  If 
any condition precedent to the substitution of an Alternate Credit Facility or Alternate Liquidity 
Facility is not satisfied, the substitution shall not occur, but the affected Bonds shall remain subject to 
mandatory purchase on the proposed Substitution Date. 

Delayed Remarketing Period 

If sufficient funds are not available to pay the Purchase Price of all tendered Bonds 
(“Tendered Bonds”) to be purchased on any Purchase Date: (i) no purchase of such Tendered Bonds 
shall be consummated on such Purchase Date; (ii) all such Tendered Bonds shall be returned to the 
Owners thereof; (iii) all remarketing proceeds shall be returned to the Remarketing Agent for return 
to the persons providing such moneys; and (iv) such insufficiency and the failure to pay the Purchase 
Price on any Payment Date shall not constitute an Event of Default under the Indenture.  All such 
Tendered Bonds shall evidence interest at the Maximum Rate during the period of time from and 
including the applicable Purchase Date to (but not including) the date that all such Tendered Bonds 
are successfully remarketed (the “Delayed Remarketing Period”). 

The Authority may direct the conversion of such Tendered Bonds to a different Mode during 
a Delayed Remarketing Period in accordance with the provisions of the Indenture, but the Authority 
is not required to comply with the notice requirements otherwise applicable to a change of Mode. 

During a Delayed Remarketing Period, the Remarketing Agent shall continue to use its best 
efforts to remarket such Tendered Bonds.  Once the Remarketing Agent has advised the Trustee that 
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it has a good faith belief that it is able to remarket all of such Tendered Bonds, the Trustee shall give 
written notice by mail to the Owners of such Tendered Bonds not later than five Business Days prior 
to the proposed Purchase Date, which notice shall state: (i) that such Tendered Bonds will be subject 
to mandatory tender for purchase on the proposed Purchase Date; (ii) the proposed Purchase Date; 
(iii) the Mode applicable to such Tendered Bonds from and after the proposed Purchase Date; (iv) the 
procedures for such mandatory tender for purchase; (v) the Purchase Price applicable to such 
Tendered Bonds; and (vi) the consequences of a failed remarketing. 

Interest on Tendered Bonds shall be paid to the Owners thereof (i) on the first Business Day 
of each calendar month occurring during a Delayed Remarketing Period and (ii) on the day after the 
last day of such Delayed Remarketing Period. 

Redemption 

The Bonds are subject to mandatory tender for purchase under various circumstances.  See 
“ — Mandatory Tender for Purchase upon Change of Mode” and “ — Other Mandatory Tenders.”  
The Bonds are also subject to redemption as described under this caption.  

Optional Redemption.  While the Bonds are in the Weekly Mode they are subject to 
redemption at the option of the Authority, which option must be exercised at least 20 days prior to 
the date fixed for redemption, in whole or in part, in Authorized Denominations on any Business 
Day, at a Redemption Price equal to 100% of the principal amount thereof, plus, accrued interest, if 
any, to the redemption date, without premium. 

Mandatory Sinking Fund Redemption.  The Bonds are subject to mandatory redemption 
from Sinking Fund Installments prior to the Maturity Date, in part by lot, on September 1 of each 
year on and after September 1, 2009, in accordance with the schedule set forth below upon notice 
hereinafter described, at a Redemption Price equal to the sum of the principal amount thereof plus 
accrued and unpaid interest thereon to the redemption date, without a redemption premium.  In 
addition, if any Bonds have been optionally redeemed, the amounts of such Sinking Fund 
Installments shall be reduced as directed by the Authority, or if not so directed, proportionality in 
increments of Authorized Denominations, by the principal amount evidenced and represented by all 
such Bonds so optionally redeemed. 

Mandatory Sinking 
Fund Installment Date 

(September 1) 
Sinking Fund 

Installment 

Mandatory Sinking  
Fund Installment Date 

(September 1) 
Sinking Fund 

Installment 

2009 $  895,000 2022 $2,585,000 
2010 1,020,000 2023 2,785,000 
2011 1,125,000 2024 2,990,000 
2012 1,260,000 2025 3,240,000 
2013 1,395,000 2026 3,470,000 
2014 1,505,000 2027 3,730,000 
2015 1,665,000 2028 3,815,000 
2016 1,835,000 2029 3,970,000 
2017 1,695,000 2030 4,155,000 
2018 1,860,000 2031 4,340,000 
2019 2,000,000 2032 4,530,000 
2020 2,170,000 2033 (maturity) 4,745,000 
2021 2,390,000   
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Notwithstanding the foregoing, no Bond (other than a Credit Facility Bond or Liquidity 
Facility Bond) shall be optionally redeemed while any Credit Facility Bond or Liquidity Facility 
Bond, as applicable, is Outstanding unless all Outstanding Credit Facility Bonds or Liquidity Facility 
Bonds, as applicable, are redeemed or purchased by the Trustee and cancelled concurrently with such 
redemption or purchase. 

Extraordinary Redemption from Insurance or Condemnation Proceeds.  The Bonds are 
also subject to extraordinary redemption prior to the Maturity Date, at the option of the Authority, 
which option must be exercised at least 45 days prior to the date fixed for redemption, in whole or in 
part, in such amounts as are selected by the Authority, on any date, from hazard insurance or 
condemnation proceeds or other insurance received with respect to the Leased Property and 
deposited in the Special Redemption Account, at a Redemption Price equal to 100% of the principal 
amount thereof, plus interest accrued to the date fixed for redemption, without premium. 

Notice of Redemption.  When the redemption of Bonds is authorized as described above, the 
Trustee is required to give notice thereof.  Such notice must state the date of such notice, the 
redemption date, the Redemption Price, the place of redemption (including the name and appropriate 
address of the Trustee), the maturity, the CUSIP numbers (if any) of the Bonds to be redeemed, and, 
if less than all of the Bonds are to be redeemed, the distinctive certificate numbers thereof to be 
redeemed and, in the case of Bonds to be redeemed in part only, the respective portions of the 
principal amount evidenced and represented thereby to be redeemed.  Each such notice shall also 
state that on said date there will become due and payable on each of said Bonds the Redemption 
Price thereof and, in the case of a Bond to be redeemed in part only, the specified portion of the 
principal amount thereof to be redeemed, together with accrued and unpaid interest thereon to the 
redemption date, and that from and after such redemption date interest thereon shall cease to accrue; 
and such notice shall require that said Bonds be then surrendered at the address of the Trustee 
specified in the redemption notice. 

Such notice must be mailed by the Trustee, at least 10 but not more 60 days before the 
redemption date to the respective Owners of the Bonds designated for redemption at their addresses 
appearing on the registration books of the Trustee.  Such notice is also required to be provided to 
Securities Depositories and Information Services.  Failure to receive such notice shall not invalidate 
any of the proceedings taken in connection with such redemption.   

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

Effect of Redemption.  If notice of redemption has been duly given as described above and 
money for the payment of the Redemption Price of the Bonds called for redemption together with 
any accrued interest to the date fixed for redemption is held by the Trustee, then on the redemption 
date designated in such notice, the Bonds so called for redemption will become due and payable on 
the date fixed for redemption at the Redemption Price specified in such notice; and from and after the 
date so designated, interest evidenced and represented by such Bonds so called for redemption shall 
cease to accrue, and the Owners of such Bonds shall have no rights in respect thereof except to 
receive payment of the Redemption Price thereof.  
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Purchase in Lieu of Prepayment 

Subject to the provisions of the Indenture, the Authority has the option to purchase any Bond 
on any date on which it would be subject to optional redemption at a purchase price equal to the then 
applicable Redemption Price plus accrued interest thereon to the date of purchase. 

Parity Obligations 

The Authority’s obligation to make the scheduled payments required pursuant to the 2008 
Swap Agreement is secured by a pledge of the Revenues on a parity with the pledge thereof securing 
the Bonds; and the Authority may issue or incur additional obligations in the future that will also be 
secured on a parity with the Bonds.  See “SECURITY AND SOURCES OF PAYMENT FOR THE 
BONDS — Additional Bonds and Parity Debt.” 

The Lease Agreement does not limit the power of the City to enter into other leases or 
contracts or to incur other liabilities payable from its general revenues. 

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS 

General 

The Bonds are special limited obligations of the Authority payable solely from and secured 
solely by the Revenues pledged therefor in the Indenture, together with amounts on deposit from 
time to time in certain funds and accounts held by the Trustee under the Indenture.  The term 
“Revenues” is defined in the Indenture to include:  (i) all Base Rental Payments and other payments 
paid by the City and received by the Authority pursuant to the Lease Agreement (but not Additional 
Payments), (ii) all interest or other income from any investment of any money in any fund or account 
(other than the Rebate Fund) established pursuant to the Indenture or the Lease Agreement, 
(iii) Swap Revenues, if any, and (iv) any additional security provided for a Series of Bonds in a 
Supplemental Indenture.   

Pursuant to the Indenture, the Authority has assigned to the Trustee, for the benefit of the 
Holders from time to time of the Bonds and any Providers, all of the rights of the Authority under the 
Lease Agreement to receive and collect Base Rental Payments and other amounts (except for the 
right to receive any Additional Payments to the extent payable to the Authority and any rights of the 
Authority to indemnification), and the right to enforce all provisions, covenants and agreements of 
the Lease Agreement with respect to the payment of Base Rental Payments. 

THE BONDS ARE SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY.  THE 
BONDS ARE NOT A DEBT OF THE AUTHORITY, THE CITY, THE STATE OF CALIFORNIA 
OR ANY OF ITS POLITICAL SUBDIVISIONS EXCEPT THE AUTHORITY TO THE EXTENT 
DESCRIBED HEREIN.  NEITHER THE AUTHORITY, THE CITY, THE STATE NOR ANY OF 
ITS POLITICAL SUBDIVISIONS, EXCEPT THE AUTHORITY TO THE EXTENT DESCRIBED 
HEREIN, IS LIABLE THEREON.  IN NO EVENT SHALL THE BONDS OR ANY INTEREST 
OR REDEMPTION PREMIUM THEREON BE PAYABLE OUT OF ANY FUNDS OR 
PROPERTIES OTHER THAN THOSE OF THE AUTHORITY AS SET FORTH IN THE 
INDENTURE.  THE BONDS DO NOT CONSTITUTE AN INDEBTEDNESS WITHIN THE 
MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMIT OR RESTRICTION.  
NO MEMBERS OF THE AUTHORITY OR THE CITY COUNCIL OF THE CITY AND NO 
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EXECUTING THE BONDS ARE PERSONALLY LIABLE ON THE BONDS BY REASON OF 
THEIR ISSUANCE. 

Base Rental Payments 

Under the Lease Agreement, the City agrees to pay to the Authority as rental for the use and 
possession of each Leased Unit, the Base Rental Payments with respect thereto fifteen (15) days prior 
to the date, and in the amounts set forth and in accordance with the schedules set forth on Exhibit A 
to the Lease Agreement, provided that the City shall receive credits towards such Base Rental 
Payments as provided in the Indenture and provided further that (except as otherwise provided under 
the Lease Agreement) Base Rental Payments are subject to abatement as described below under the 
caption “Abatement.”  The Base Rental Payments payable on each payment date shall equal the 
principal and interest due on the Bonds, together with any amounts due and payable under the Credit 
Facility, provided that in no event shall the cumulative amount of such payments by the City in any 
fiscal year exceed the lesser of (i) 150% of the estimated Base Rental Payment for such Rental 
Payment Period or (ii) the Maximum Annual Base Rental Payment, as adjusted for Deferred Rental 
(as defined below) for such Rental Payment Period, as provided for in the Lease Agreement.  To the 
extent that the cumulative payments payable on the Bonds and under the Credit Facility and 
Reimbursement Agreement exceed the fair rental value in any year, such amounts shall be deferred 
for payment in the next fiscal year, but only so long as the City’s cumulative Base Rental Payments 
do not exceed the maximum fair rental value. 

The Lease Agreement also requires the City to pay Additional Payments, which include, 
among other things, all costs and expenses incurred by the Authority in connection with the 
execution, performance or enforcement of the Lease Agreement or any pledge of Base Rental 
Payments payable under the Lease Agreement, the Indenture, the Credit Facility, the Authority’s 
interest and the lease of the Leased Property to the City, including but not limited to payment of all 
fees, costs and expenses and all administrative costs of the Authority related to the Bonds, the 
Obligations (as defined in the Lease Agreement), the Leased Property, including, among other things, 
all fees and expenses of the Bank, including all fees payable pursuant to the Reimbursement 
Agreement.  Such Additional Payments will be billed to the City by the Authority or the Trustee 
from time to time.  Additional Payments so billed are required to be paid by the City to the billing 
party within 30 days after receipt of the bill by the City.  See APPENDIX A — “SUMMARY OF 
CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS — THE LEASE AGREEMENT — 
Additional Payments.”   

The Lease Agreement provides that the payment of up to the Maximum Annual Base Rental 
Payments (as defined in the Lease Agreement) and Additional Payments for each rental period 
during the term of the Lease Agreement shall constitute the total rental for said rental period and 
shall be paid by the City in each Rental Payment Period for and in consideration of the right of use 
and occupancy of, and continued quiet use and enjoyment of, the Leased Property during each such 
period for which said rental is to be paid. The City and the Authority have agreed and determined 
that such total rental payable for each Rental Payment Period, up to the Maximum Annual Base 
Rental Payment (as defined in the Lease Agreement), as such amount may be adjusted for Deferred 
Rental (as defined in the Lease Agreement), represents the fair rental value of the Leased Property 
for each such period. In making such determination, consideration has been given to the appraised 
value of the Leased Property, costs of acquisition, demolition, site preparation, design, construction 
and financing of the Leased Property, other obligations of the parties under this Lease Agreement, 
the uses and purposes which may be served by the Leased Property and the benefits therefrom which 
will accrue to the City and the general public. 
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In the event that the amount needed in a Rental Payment Period by the Authority to pay the 
principal of and interest on the Bonds and any Related Obligations is more than the Estimated Base 
Rental Payments (as defined in the Lease Agreement) for such Rental Payment Period, the City will 
be obligated to pay up to the Maximum Annual Base Rental Payment (as defined in the Lease 
Agreement) for such Rental Payment Period.  Further, the City agrees that if in any year the 
Maximum Annual Base Rental Payment exceeds the amount needed by the Authority to pay the 
principal of and interest on the Bonds and any Related Obligations coming due on or before 
September 1 following the end of such Rental Payment Period, the excess amount may be deferred 
by the Authority, at its sole option, on such terms and conditions as it shall determine are necessary 
to protect the interests of the owners of the Bonds and the providers of any Related Obligations (as 
defined in the Lease Agreement), and thereupon such excess amount (the “Deferred Rental”) need 
not be paid by the City to the Authority at that time, but instead shall be deferred until such 
subsequent time as the Authority shall have need for such payment; provided that the Deferred 
Rental shall not cause the Maximum Annual Base Rental Payment in any Rental Payment Period to 
exceed the lesser of (i) 150% of the estimated Base Rental Payment for such Rental Payment Period 
or (ii) the Maximum Annual Base Rental Payment, as adjusted for Deferred Rental for such Rental 
Payment Period, as provided for in the Lease Agreement. 

Under the Lease Agreement, the City covenants to take such action as may be necessary to 
include all estimated Base Rental Payments and Additional Payments due under the Lease 
Agreement in its annual budgets, and to make necessary annual appropriations for such payments, 
and for such additional amounts as required by the Lease Agreement.  The City will deliver to the 
Authority and the Trustee within 90 days of adoption of the City budget copies of the portion of each 
annual City budget relating to the payment of estimated Base Rental Payments and Additional 
Payments as so calculated.  If in any fiscal year, the amount initially budgeted is insufficient to pay 
actual debt service on the Bonds and payments with respect to Related Obligations (as defined in the 
Lease Agreement), the City shall, by supplemental budget in such fiscal year, appropriate and pay 
such additional amounts until the total amount appropriated for Base Rental Payments equals 
Maximum Annual Base Rental Payments for such year.  The aforesaid covenants on the part of the 
City are deemed under the Lease Agreement to be and are required to be construed to be duties 
imposed by law and it is required to 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 aforesaid covenants and agreements. 

Notwithstanding the foregoing, the obligation of the City to pay Base Rental Payments and 
Additional Payments shall not constitute a current expense of the City and shall not in any way be 
construed to be a debt of the City in contravention of any applicable constitutional or statutory 
limitation or requirement concerning the creation of indebtedness by the City, nor shall the Lease 
Agreement constitute a pledge of the general tax revenues, funds or moneys of the City.  Base Rental 
Payments and Additional Payments shall be payable only from current funds which are budgeted and 
appropriated or otherwise legally available for the purpose of paying Base Rental Payments and 
Additional Payments or other payments due under the Lease Agreement as consideration for use of 
the Leased Property.  The Lease Agreement shall not create an immediate indebtedness for any 
aggregate payments which may become due in the event that the term of the Lease Agreement is 
continued.  The City has not pledged the full faith and credit of the City, the State of California or 
any agency or department thereof to the payment of the Base Rental Payments and Additional 
Payments or any other payments due under the Lease Agreement. 
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Abatement 

The Lease Agreement provides that the Base Rental Payments and Additional Payments shall 
be abated proportionately during any period in which by reason of any damage or destruction (other 
than by condemnation, which is discussed below) there is substantial interference with the use and 
occupancy of the Leased Property by the City, in the proportion in which the initial cost of that 
portion of the Leased Property rendered unusable bears to the initial cost of the whole of the Leased 
Property.  Such abatement will continue for the period commencing with such damage or destruction 
and ending with the substantial completion of the work of repair or reconstruction.  Notwithstanding 
the foregoing, such abatement shall not result to the extent of moneys held by the Trustee under the 
Indenture (including, particularly, without limitation, the Reserve Fund, Principal Account and 
Interest Account), or to the extent such Base Rental Payments are made from proceeds of insurance 
and rental interruption insurance.  The Lease Agreement also provides that the Lease Agreement will 
continue in full force and effect in the event of any such damage or destruction, and the City waives 
the benefits of California Civil Code Section 1932(2) and 1933(4) and of Title 11 of the United 
States Code, Section 365(h) and any and all other rights to terminate the Lease Agreement by virtue 
of any such damage or destruction. 

In connection with eminent domain, the Lease Agreement provides that if the whole of the 
Leased Property or so much thereof as to render the remainder unusable for the purposes for which it 
was used by the City is taken under the power of eminent domain, the term of the Lease Agreement 
will cease as of the day that possession shall be so taken.  If less than the whole of the Leased 
Property is taken under the power of eminent domain and the remainder of the Leased Units is usable 
for the purposes for which it was used by the City at the time of such taking, then the Lease 
Agreement will continue in full force and effect as to such remainder, and the parties waive the 
benefits of any law to the contrary.  In such event there shall be a partial abatement of the Base 
Rental Payments due in an amount equivalent to the amount by which the annual payments of 
principal and interest on the outstanding Bonds will be reduced by the application of the award in 
eminent domain to the redemption of outstanding Bonds.  The Lease Agreement further provides 
that, so long as any of the Bonds remain outstanding, any award made in eminent domain 
proceedings for taking the Leased Property or any of the Leased Units thereof shall be paid to the 
Trustee and applied to the prepayment of the Base Rental Payments.  Any such award made after all 
of the Base Rental Payments and Additional Payments have been fully paid, or provision therefor 
made, shall be paid to the to the City. 

Reserve Fund 

The Trustee is required by the Indenture to establish and maintain and hold in trust, so long 
as Bonds or Parity Debt to be secured thereby remain outstanding, a special fund designated as the 
“Reserve Fund.”  Upon the delivery of the Bonds, there will be deposited in the Reserve Fund an 
amount equal to the Reserve Fund Requirement.   

“Reserve Fund Requirement” means with respect to all Outstanding Bonds an amount equal 
to the lesser of (a) the maximum annual Debt Service attributable to the Outstanding Bonds and 
(b) one hundred twenty-five percent (125%) of the average annual Debt Service attributable to the 
Outstanding Bonds; provided that with respect to the calculation of the Reserve Fund Requirement 
upon the issuance of an Additional Series of Bonds the amount calculated shall be the least of (a) or 
(b) above, or the amount derived by the addition of ten percent (10%) of the proceeds from the sale 
of such Series of Additional Bonds to the Reserve Fund and provided further, that the Reserve Fund 
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Requirement shall be reduced to the extent necessary so that all amounts therein may be deposited 
from Bond Proceeds without requiring a portion thereof to be yield restricted in accordance with the 
requirements of the Internal Revenue Code of 1986, as amended (the “Code”). For purposes of 
determining the Reserve Fund Requirement, unless otherwise specified in a Supplemental Indenture, 
the fixed interest rate assumed for Variable Rate Bonds shall be The Bond Buyer Revenue Bond 
Index published the week preceding the sale of such Variable Rate Bonds, as certified by the 
Authority.  For purposes of determining the Reserve Fund Requirement, the fixed interest rate 
assumed for Bonds shall be the fixed swap rate under the 2008 Swap Agreement.  The Reserve Fund 
Requirement shall be determined upon the issuance of a Series of Bonds, the defeasance or optional 
redemption of Bonds and the retirement of a Series of Bonds.  See Appendix A — “SUMMARY OF 
CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS — THE INDENTURE – Reserve 
Fund.” 

All money in the Reserve Fund is to be used and withdrawn by the Trustee solely for the 
purpose of funding the Interest Account or the Principal Account, in that order, in the event of any 
deficiency in either of such accounts on a Principal Payment Date or Interest Payment Date or Swap 
Payment Date.  Money on deposit in the Interest Account is available to be used and withdrawn by 
the Trustee for the purpose of paying both interest on the Bonds and any Regular Swap Payments as 
they become due and payable.  Notwithstanding the foregoing, as long as the Authority is not in 
default under the Indenture, any cash amounts in the Reserve Fund in excess of the Reserve Fund 
Requirement are to be withdrawn from the Reserve Fund and transferred to the Revenue Fund or, if 
so directed by the Authority, deposited into a Project Fund during the construction of any Project on 
each July 1 following the payment of any amounts due on such date and on each date Bonds are 
redeemed or defeased.    

The Indenture permits the Authority to satisfy the Reserve Fund Requirement, in whole or in 
part, at any time by depositing with the Trustee for the credit of the Reserve Fund a Reserve Facility.  
If the Reserve Fund Requirement is satisfied by a Reserve Facility, the Trustee is to draw on such 
Reserve Facility in accordance with its terms and the terms of the Indenture, in a timely manner, to 
the extent necessary to fund any deficiency in the Interest Account or the Principal Account.  The 
Authority shall repay any draws under a Reserve Facility and any Reserve Facility Costs related 
thereto solely from Revenues. 

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

At any time one or more Reserve Facilities are on deposit in the Reserve Fund, the Trustee is 
required to withdraw and use all cash, if any, on deposit in the Reserve Fund prior to using and 
withdrawing any amounts derived from payments under any Reserve Facility.  Amounts received by 
the Trustee from the Authority as a replenishment of amounts withdrawn from the Reserve Fund 
shall be applied first to reimburse draws on any Reserve Facilities and then to replenish cash 
withdraws from the Reserve Fund. 



 

20 
 

Property Insurance 

The Lease Agreement requires the City to maintain throughout the term thereof insurance 
against loss of or damage to any structures constituting any part of the Leased Property, fire and 
lightening, with extended coverage insurance, vandalism and malicious insurance and sprinkler 
system leakage insurance, if available on the open market from reputable insurance companies at a 
reasonable cost, as determined by the City.  Such insurance must be in an amount equal to the 
replacement cost (without deduction for depreciation) of all structures constituting any part of the 
Leased Property, exclude the cost of excavations, of grading and filling, and of land (except that such 
insurance may be subject to deductible clauses for any one loss of not to exceed $500,000 or a 
comparable amount adjusted for inflation, or, in the alterative, shall be in an amount and in a form 
sufficient (together with moneys held under the Indenture), in the event of a total or partial loss, to 
enable all outstanding Bonds to be redeemed.  Unless otherwise consented to by the Credit Facility 
Provider, the insurance policies required under the Lease Agreement, other than self-insurance, must 
be provided by a commercial insurer rated ‘A’ or better by A.M. Best. 

Except as hereinafter described, in the event of any damage to or destruction of any part of 
the Leased Property which is caused by any of the perils covered by such insurance the Authority 
shall cause the proceeds of such insurance to be utilized for the repair, reconstruction or replacement 
of the damaged or destroyed portion of the Leased Property; and the Trustee shall hold said proceeds 
separate and apart from all other funds in a special fund to be designated the “Insurance and 
Condemnation Fund,” to the end that such proceeds shall be applied to the repair, reconstruction or 
replacement of the Leased Property to at least the same good order, repair and condition as they were 
in prior to the damage or destruction, insofar as the same may be accomplished by the use of such 
proceeds.  Any balance of such proceeds not required for such repair, reconstruction or replacement 
shall be treated by the Trustee as Base Rental Payments. 

As an alternative to providing the insurance described above or any portion thereof, the City 
may provide a self-insurance method or plan of protection if and to the extent such self-insurance 
method or plan of protection shall afford reasonable coverage for the risks required to be insured 
against, in light of all circumstances, giving consideration to cost, availability and similar plans or 
methods of protection adopted by public entities in the State of California other than the City. 

Substitution and Release of Property 

The Indenture and the Lease Agreement allow the City to remove or substitute real property 
as part of the Leased Property, but only after satisfying certain conditions, including the consent of 
the Bank and filing with the Authority and the Trustee (with copies to each rating agency then 
providing a rating for the Bonds) a Certificate of the City evidencing that the annual fair rental value 
of the Leased Property which will constitute the Leased Property after such removal or substitution 
will be at least equal to 100% of the maximum amount of Base Rental Payments for all Series of 
Bonds becoming due in the then-current year ending August 14 through and including each year 
during which any Series of Bonds would be Outstanding or in any subsequent year ending August 15 
through and including each year during which any Series of Bonds would be Outstanding. 

Additional Bonds and Parity Debt 

The Indenture permits the Authority to issue Additional Bonds and to enter into any Related 
Obligations with respect thereto payable, in each case, from and secured by a pledge of and lien and 
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charge upon the Revenues equal to the pledge, charge and liens securing the Outstanding Bonds 
theretofore issued under the Indenture upon the satisfaction of certain specific conditions.  Included 
among these conditions is a requirement that the Lease Agreement shall have been amended, if 
necessary, so that the Base Rental Payments payable by the City thereunder in each Fiscal Year shall 
at least equal projected Debt Service, including Debt Service on the Additional Bonds, in each Fiscal 
Year.  

Nothing in the Indenture prevents the Authority from issuing bonds or incurring other 
obligations which are secured by a pledge of and lien on the Revenues subordinate to the lien 
established under the Indenture. 

2008 Swap Agreement 

In connection with the issuance of the Series 2007 Bonds, the Authority entered into an 
interest rate swap agreement in the form of an ISDA Master Agreement (Local Currency – Single 
Jurisdiction), the U.S. Municipal Counterparty Schedule thereto, a Credit Support Annex and a 
Confirmation, each dated as of and entered into on April 11, 2007 (collectively, the “2007 Swap 
Agreement”), with Bank of America, N.A. (the “Swap Provider”).  In connection with the issuance 
of the Bonds, the City and the Swap Provider will amend and restate in its entirety the 2007 Swap 
Agreement (as so amended and restated, the “2008 Swap Agreement”).  The 2008 Swap Agreement 
is scheduled to expire on the Maturity Date of the Bonds; and the notional amount of the 2008 Swap 
Agreement is scheduled to be reduced on the same dates and in the same amounts as the principal of 
the Bonds is scheduled to be reduced.  Pursuant to the 2008 Swap Agreement, the City will be 
required to make periodic payments to the Swap Provider calculated on the basis of a fixed rate of 
interest on an initial notional amount equal to the principal amount of the Bonds.  In return, the Swap 
Provider will be required to make periodic payments to the City calculated on the basis of a variable 
rate of interest equal to a percentage of LIBOR on the same notional amount.   The amounts payable 
by each party pursuant to the 2008 Swap Agreement are netted against the payments to be received 
by such party thereunder. 

The Authority’s obligations under the 2008 Swap Agreement to make Regular Swap 
Payments is secured by a pledge of Revenues on a parity with the pledge thereon securing the Bonds.  
No arrangements made in respect of the 2008 Swap Agreement will alter the Authority’s obligation 
to pay the principal of or interest on the Bonds. 

Both the Authority and the Swap Provider have the right to terminate the 2008 Swap 
Agreement prior to its stated termination date under certain conditions.  Any such termination could 
result in an obligation on the part of the Authority or the Swap Provider to make termination 
payments to the other party, and the amount of such termination payments could be substantial.  Any 
obligation on the part of the Authority to make such a termination payment will be subordinate to the 
Authority’s liabilities with respect to the Bonds or the Credit Facility. 

Although the Authority has agreed and covenanted in the Indenture that all Swap Revenues 
will be transferred when received to the Trustee for deposit in the Revenue Fund, neither the Trustee 
nor the Holders of the Bonds will have any rights under the 2008 Swap Agreement or against the 
Swap Provider. 
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CREDIT FACILITY 

The following information has been provided by Bank of America, N.A.  It has not been 
verified by the Authority or the City, and neither the Authority nor the City guarantees its accuracy 
or completeness. 

Initial Credit Facility 

General.  Principal of and interest on the Bonds will be paid from draws on the Credit 
Facility pursuant to the Reimbursement Agreement.  Such draws will be repaid to the Bank by the 
Authority and the City (by payment of Lease Payments under the Lease Agreement) pursuant to the 
terms of the Reimbursement Agreement.  The purchase price on the Bonds tendered for purchase as 
described under the caption “THE BONDS — Optional Tender” and not remarketed will also be paid 
from draws on the Credit Facility, subject to the terms of the Reimbursement Agreement.  The Credit 
Facility and Reimbursement Agreement will expire on August 1, 2011 unless terminated sooner or 
extended.  Certain provisions of the Credit Facility and Reimbursement Agreement are summarized 
below, but such summary is qualified in its entirety by reference to the Credit Facility and the 
Reimbursement Agreement. 

Under the Reimbursement Agreement, the Authority and the City (by payment of Base 
Rental Payments) are required to reimburse the Bank for draws on the Credit Facility on the same 
day the amount drawn is paid by the Bank, except as provided in the following paragraph.  Amounts 
owed to the Bank shall bear interest at a specified rate.  The City shall pay certain fees to the Bank, 
including a letter of credit fee, drawing and transfer fees, in addition to the Bank’s costs, expenses 
and certain taxes, as Additional Payments (as defined in the Lease Agreement). 

In the event that there is a drawing on the Credit Facility to purchase Bonds which are 
tendered for purchase by the holders thereof in accordance with the Indenture, the Reimbursement 
Agreement provides that the Bank shall become the holder of such Bonds (“Bank Bonds”), and the 
City shall be required to pay to the Bank an amount equal to such drawing in equal semi-annual 
installments of principal together with interest thereon at a specified rate, such that the full amount 
drawn is paid, and all Bank Bonds with respect to such drawing are redeemed, by the earlier to occur 
of: (i) the fifth anniversary of the sixty-first day following the date on which such Bank Bonds were 
purchased; or (ii) the fifth anniversary of the date of issuance of such Credit Facility (or if the Credit 
Facility has been extended, the fifth anniversary of the then most recent extension).  Notwithstanding 
the foregoing, upon the remarketing of all or any portion of the Bank Bonds purchased with amounts 
drawn under any Credit Facility pursuant to such drawing, an amount of such drawing equal to the 
principal of such remarketed Bank Bonds shall be immediately due and owing to the Bank, together 
with interest thereon at the specified rate.  In addition, all amounts owed to the Bank pursuant to the 
respective Reimbursement Agreement shall be immediately due and payable in full on the date of 
delivery to the Trustee of any letter of credit (as provided in the Indenture) as a substitution for the 
Credit Facility. 

Default.  The occurrence of any of the following events constitutes an event of default by the 
City, unless waived by the Bank in writing: 

(a) The Authority shall fail to pay when due any amount payable by the Authority to the 
Bank under the Reimbursement Agreement. 
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(b) The Bonds or any other Related Document (as such term is defined in the 
Reimbursement Agreement) ceases to be valid and binding against the City or the City repudiates its 
obligations under the Reimbursement Agreement or any of the Related Documents. 

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

(d) Any judgments or arbitration awards are entered against the City, or the City enters 
into any settlement agreements with respect to any litigation or arbitration, in an aggregate amount of 
Ten Million Dollars ($10,000,000) or more in excess of any insurance coverage, provided that the 
insurer has issued a letter of responsibility for payment up to the amount of insurance coverage. 

(e)  Any default occurs under any agreement in connection with any credit which the 
City has obtained from anyone else or which the City has guaranteed in the amount of Ten Million 
Dollars ($10,000,000) or more in the aggregate, if such default consists of failing to make a payment 
when due or gives the other lender the right to accelerate the obligation. 

(f)  Any default occurs under the Lease Agreement or any other Related Document, in 
each case after the passage of the applicable notice and cure period, if any.  

(g) The City fails to meet the conditions of, or fails to perform any obligation under, any 
term of the Reimbursement Agreement not specifically referred to in this list of events of default, and 
such default is not cured within thirty (30) days after the Bank has given the City written notice of 
such default. 

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

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

Remedies.  If an event of default shall have occurred and be continuing under the 
Reimbursement Agreement, the Bank may: (i) give notice to the Trustee under the Indenture of the 
Bank’s election to cause a mandatory tender of the Bonds because of the occurrence and continuance 
of an event of default under the Reimbursement Agreement; (ii) declare all unpaid amounts drawn 
under the Credit Facility and the corresponding Bank Bonds, together with all interest accrued and 
unpaid thereon and all other amounts payable to the Bank hereunder to be immediately due and 
payable, without presentment, demand, protest or any notice of any kind; or (iii) exercise any and all 
rights and remedies available to the Bank under the Reimbursement Agreement or the Indenture, at 
law or in equity; provided, however, that the Bank may not accelerate Base Rental Payments under 
the Lease Agreement.  In the event of the occurrence of an event of default under the Reimbursement 
Agreement, all amounts drawn under the Credit Facility and the corresponding Bank Bonds, together 
with all interest accrued thereon and all other amounts owed to the Bank under the Reimbursement 
Agreement shall be immediately due and payable, without notice to the City or the Authority and 
without presentment, demand, protest or further notice of any kind.  

Control of Remedies by the Bank.  So long as the Bank has not failed to make any payments 
under the Credit Facility following presentation of drafts and certificates in strict compliance with the 
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Credit Facility, the Bank shall have the right, at any time, by written instrument delivered to the 
Trustee, to direct the method and place of conducting all proceedings to be taken in connection with 
the enforcement of the remedies under the Indenture. 

Bank of America, N.A. 

The Bank is a national banking association organized under the laws of the United States, 
with its principal executive offices located in Charlotte, North Carolina.  The Bank is a wholly-
owned indirect subsidiary of Bank of America Corporation (the “Corporation”) and is engaged in a 
general consumer banking, commercial banking and trust business, offering a wide range of 
commercial, corporate, international, financial market, retail and fiduciary banking services.  As of 
June 30, 2008, the Bank had consolidated assets of $1,327 billion, consolidated deposits of 
$807 billion and stockholder’s equity of $109 billion based on regulatory accounting principles. 

The Corporation is a bank holding company and a financial holding company, with its 
principal executive offices located in Charlotte, North Carolina.  Additional information regarding 
the Corporation is set forth in its Annual Report on Form 10-K for the fiscal year ended 
December 31, 2007, together with any subsequent documents it filed with the Securities and 
Exchange Commission (the “SEC”) pursuant to the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”). 

Recent Development.  On July 1, 2008, the Corporation acquired Countrywide through its 
merger with a subsidiary of the Corporation. Under the terms of the agreement, Countrywide 
shareholders received 0.1822 of a share of Bank of America Corporation common stock in exchange 
for one share of Countrywide common stock.  As provided by the merger agreement, 583 million 
shares of Countrywide common stock were exchanged for 106 million shares of the Corporation’s 
common stock. This represents approximately two percent of the Corporation’s outstanding common 
stock. Countrywide shareholders also received cash of $346 thousand in place of any fractional 
shares of the Corporation’s common stock that would have otherwise been issued on July 1, 2008. 
The $2.0 billion of Countrywide’s Series B convertible preferred shares that were previously held by 
the Corporation were cancelled. 

Additional information regarding the foregoing is available from the filings made by the 
Corporation with the SEC, which filings can be inspected and copied at the public reference facilities 
maintained by the SEC at 100 F Street, N.E., Washington, D.C. 20549, United States, at prescribed 
rates.  In addition, the SEC maintains a website at http://www.sec.gov, which contains reports, proxy 
statements and other information regarding registrants that file such information electronically with 
the SEC. 

The information concerning the Corporation and the Bank and the foregoing merger 
contained herein is furnished solely to provide limited introductory information and does not purport 
to be comprehensive.  Such information is qualified in its entirety by the detailed information 
appearing in the documents and financial statements referenced herein. 

The Liquidity Facility has been issued by the Bank.  Moody’s Investors Service, Inc. 
(“Moody’s”) currently rates the Bank’s long-term debt as “Aaa” and short-term debt as “P-1.”  The 
outlook is stable.  Standard & Poor’s currently rates the Bank’s long-term debt as “AA+” and its 
short-term debt as “A-1+.”  The outlook is negative.  Fitch Ratings, Inc. (“Fitch”) currently rates 
long-term debt of the Bank as “AA-” and short-term debt as “F1+.”  The outlook is stable.  Further 
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information with respect to such ratings may be obtained from Moody’s, Standard & Poor’s and 
Fitch, respectively.  No assurances can be given that the current ratings of the Bank’s instruments 
will be maintained.   

The Bank will provide copies of the most recent Bank of America Corporation Annual 
Report on Form 10-K, any subsequent reports on Form 10-Q, and any required reports on Form 8-K 
(in each case as filed with the SEC pursuant to the Exchange Act), and the publicly available portions 
of the most recent quarterly Call Report of the Bank delivered to the Comptroller of the Currency, 
without charge, to each person to whom this document is delivered, on the written request of such 
person.  Written requests should be directed to:  Bank of America Corporate Communications, 
100 North Tryon Street, 18th Floor, Charlotte, North Carolina 28255, Attention: Corporate 
Communication. 

PAYMENTS OF THE PURCHASE PRICE OF THE BONDS WILL BE MADE FROM 
DRAWINGS UNDER THE CREDIT FACILITY IF REMARKETING PROCEEDS ARE NOT 
AVAILABLE.  ALTHOUGH THE CREDIT FACILITY IS A BINDING OBLIGATION OF THE 
BANK, THE BONDS ARE NOT DEPOSITS OR OBLIGATIONS OF THE CORPORATION OR 
ANY OF ITS AFFILIATED BANKS AND ARE NOT GUARANTEED BY ANY OF THESE 
ENTITIES.  THE BONDS ARE NOT INSURED BY THE FEDERAL DEPOSIT INSURANCE 
CORPORATION OR ANY OTHER GOVERNMENTAL AGENCY AND ARE SUBJECT TO 
CERTAIN INVESTMENT RISKS, INCLUDING POSSIBLE LOSS OF THE PRINCIPAL 
AMOUNT INVESTED. 

The delivery hereof shall not create any implication that there has been no change in the 
affairs of the Corporation or the Bank since the date hereof, or that the information contained or 
referred to herein is correct as of any time subsequent to its date. 

REMARKETING 

Remarketing Agreement.  The Authority has entered into a Remarketing and Interest 
Services Agreement, dated as of August 1, 2008 (the “Remarketing Agreement”), with Banc of 
America Securities LLC as the Remarketing Agent.  Under the Remarketing Agreement and subject 
to the limitations set forth therein, the Remarketing Agent has agreed to use its best efforts to offer 
for sale all Bonds tendered in accordance with the provisions of the Indenture.   

The Remarketing Agent’s responsibilities include determining the interest rate from time to 
time and remarketing Bonds that are tendered by the owners thereof either pursuant to an optional or 
mandatory tender (subject, in each case, to the terms of the Remarketing Agreement), all as further 
described in this Official Statement.  The Remarketing Agent is appointed by the Authority and is 
paid by the Authority for its services.  As a result, the interests of the Remarketing Agent may differ 
from those of existing owners and potential purchasers of Bonds. 

The Remarketing Agent Routinely Purchases Bonds for its Own Account.  The 
Remarketing Agent acts as remarketing agent for a variety of variable rate demand obligations and, 
in its sole discretion, routinely purchases such obligations for its own account.  The Remarketing 
Agent is permitted, but not obligated, to purchase tendered Bonds for its own account and, in its sole 
discretion, routinely acquires such tendered Bonds in order to achieve a successful remarketing of the 
Bonds (i.e., because there otherwise are not enough buyers to purchase the Bonds) or for other 
reasons.  However, the Remarketing Agent is not obligated to purchase Bonds, and may cease doing 
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so at any time without notice.  The Remarketing Agent may also make a market in the Bonds by 
routinely purchasing and selling Bonds other than in connection with an optional or mandatory 
tender and remarketing.  Such purchases and sales may be at or below par.  However, the 
Remarketing Agent is not required to make a market in the Bonds.  The Remarketing Agent may also 
sell any Bonds it has purchased to one or more affiliated investment vehicles for collective ownership 
or enter into derivative arrangements with affiliates or others in order to reduce its exposure to the 
Bonds.  The purchase of Bonds by the Remarketing Agent may cause the interest rate to be lower 
than it would be if the Remarketing Agent did not purchase Bonds and may create the appearance 
that there is greater third party demand for the Bonds in the market than is actually the case.  The 
practices described above also may result in fewer Bonds being tendered in a remarketing. 

Bonds May be Offered at Different Prices on Any Date Including a Rate Determination 
Date.  Pursuant to the Remarketing Agreement and the Indenture, the Remarketing Agent is required 
to determine the applicable rate of interest that, in its judgment, will result in the sale of the Bonds at 
a price equal to the principal amount thereof as of the Rate Determination Date.  The interest rate will 
reflect, among other factors, the level of market demand for the Bonds (including whether the 
Remarketing Agent is willing to purchase Bonds for its own account).  The purchase of the Bonds by 
the Remarketing Agent may cause the interest rate to be lower than it would be if the Remarketing 
Agent did not purchase Bonds.  There may or may not be Bonds tendered and remarketed on a Rate 
Determination Date, the Remarketing Agent may or may not be able to remarket any Bonds tendered 
for purchase on such date at par and the Remarketing Agent may sell Bonds at varying prices to 
different investors on such date or any other date.  The Remarketing Agent is not obligated to advise 
purchasers in a remarketing if it does not have third party buyers for all of the Bonds at the 
remarketing price.  If the Authority shall deliver a Favorable Opinion of Bond Counsel, the 
Remarketing Agent may set the interest rate set for some or all of the Bonds at a premium or a 
discount.  

The Ability to Sell the Bonds other than Through Tender Process May Be Limited.  The 
Remarketing Agent may buy and sell Bonds other than through the tender process.  However, it is 
not obligated to do so and may cease doing so at any time without notice and may require owners 
that wish to tender their Bonds to do so through the Trustee with appropriate notice.  Thus, investors 
who purchase the Bonds, whether in a remarketing or otherwise, should not assume that they will be 
able to sell their Bonds other than by tendering the Bonds in accordance with the tender process. 

The Remarketing Agent May Be Removed, Resign or Transfer its Rights and Obligations 
at any Time.  The Remarketing Agent may be removed or resign at any time, without a successor 
having been named, subject to the terms of the Remarketing Agreement and the Indenture.  With 
prior written notice to (but without the consent of) the Authority, the Trustee, the Credit Facility 
Provider and the Owners of the Bonds, the Remarketing Agent may assign or transfer any or all of its 
rights and obligations as remarketing agent under the Remarketing Agreement and under the Trust 
Agreement to any other direct or indirect wholly owned subsidiary of Bank of America Corporation 
so long as such subsidiary meets the qualifications for a Remarketing Agent set forth in the Indenture 
and is otherwise permitted to perform such obligations under all applicable federal and state banking 
and securities laws, rules and regulations. 

RISK FACTORS 

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

General 

The Bonds are payable solely from, and are secured solely by, a pledge of Revenues and 
certain amounts on deposit from time to time in various funds and accounts.  The Revenues consist 
primarily of:  (i) Base Rental Payments payable by the City, as lessee, to the Authority, as lessor, for 
the use and possession of the Leased Property; (ii) all interest or other income from any investment 
of any money in any fund or account (other than the Rebate Fund) established pursuant to the 
Indenture or the Lease Agreement; (iii) the Swap Revenues (as defined in the Indenture) and (iv) any 
additional security provided for a Series of Bonds in a Supplemental Indenture.  If for any of the 
reasons described herein, or for any other reason, the Authority does not collect sufficient Revenues 
to pay debt service on the Bonds, and the Related Obligations neither the Authority nor the City will 
be obligated to utilize any other of its resources, other than moneys on deposit in the Reserve Funds 
and in certain other funds and accounts, to pay debt service on the Bonds and the Related 
Obligations. 

Although the Base Rental Payments are payable from all funds lawfully available to the City, 
the Base Rental Payments are not secured by any pledge of or lien or taxes or other revenue of the 
City.  Subsequent to the defeasance of the Prior Bonds, the City will remain liable on other 
obligations that are payable from its general revenues, including: its 1993 Refunding Certificates of 
Participation (Community Center Project) in an outstanding principal amount of $19,935,000 with a 
final maturity of November 1, 2023 and its 1993 Refunding Certificates of Participation (Golf Course 
Project) in an outstanding principal amount of $5,435,000 with a final maturity of November 1, 2023.  
In addition, the City will retain the ability to enter into other obligations which may constitute 
additional charges against its revenues.  In the event the City’s revenue sources are less than its total 
obligations, the City could choose or could be required to pay those other obligations or to make 
expenditures necessary to preserve the health and welfare of the residents of the City before making 
the Base Rental Payments.  The same results could occur if, because of State constitutional limits on 
expenditures, the City is not permitted to appropriate and spend all of its available revenues.  See 
“Constitutional Limitations on Taxes and Expenditures.”  

Abatement Risk 

During any period in which, by reason of material damage or destruction, there is substantial 
interference with the use and possession by the City of any portion of the Lease Property, Base 
Rental Payments due under the Lease Agreement will be abated proportionately.  Notwithstanding 
the foregoing, such abatement shall not result to the extent of any moneys held by the Trustee under 
the Indenture (including, particularly, without limitation, the Reserve Fund, the Principal Account 
and the Interest Account), or to the extent such Base Rental Payments are made from proceeds of 
insurance and rental interruption insurance.  However, as noted above under the caption “Subordinate 
Obligation,” insurance proceeds would be applied first to pay the obligations of the City under the 
1998 Lease and would therefor inure to the benefit of the owners of the 1998 Bonds before being 
made available to pay Base Rental Payments.  The City waives any and all right to terminate the 
Lease Agreement by virtue of any such interference and the Lease Agreement will continue in full 
force and effect.   
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Earthquakes, Floods and Other Natural Disasters 

Earthquakes, floods or other natural disasters could damage or destroy portions or all of the 
Leased Property and thereby result in an abatement of the City’s obligation to pay the Base Rental 
Payments as discussed above under the caption “Abatement Risk.”  The City is not required to insure 
the Leased Property against damage caused by earthquakes.  Natural disasters could also adversely 
affect economic activity in the City thereby negatively impacting the City’s finances.  Property 
within the City has been damaged by floods from time to time, most recently in January 1997; and 
there are several geological faults in the greater San Francisco Bay area that have the potential to 
cause serious earthquakes which could result in damage to buildings, roads, bridges and other 
property within the City. 

State Budgets Concerns 

As discussed below, the Governor has declared a fiscal emergency under the State 
Constitution and has called a special session of the State Legislature to address it.  Whatever the 
outcome, the State is likely to continue to face significant budget issues for the foreseeable future.  
Through the State budget process, the State can enact legislation that significantly impacts the 
source, amount and timing of the receipt of revenues by local agencies, including the City.  As in 
recent years, State budget deficits can result in legislation that adversely impacts local agency 
budgets. 

The following information concerning the State’s budgets has been obtained from publicly 
available information which the City believes to be reliable; however, neither the City nor the 
Underwriter takes responsibility as to the accuracy or completeness of this information and has not 
independently verified such information. 

The State Budget Process.  The State’s fiscal year begins on July 1 and ends on June 30.  
Pursuant to the State Constitution, the Governor of the State is required to propose a budget for the 
next fiscal year (the “Governor’s Budget”) to the State Legislature no later than January 10 of each 
year, and a final budget must be adopted by a two-thirds vote of each house of the State Legislature.  
The budget becomes law upon the signature of the Governor.  The State’s final budget is adopted 
after the beginning of the new fiscal year on July 1.   

Under State law, the annual proposed Governor’s Budget cannot provide for projected 
expenditures in excess of projected revenues and balances available from prior fiscal years.  
Following the submission of the Governor’s Budget, the State Legislature takes up the proposal.  
Under the State Constitution, money may be drawn from the State Treasury only through an 
appropriation made by law.  The primary source of the annual expenditure authorizations is the 
Budget Act as approved by the State Legislature and signed by the Governor.  The Budget Act must 
be approved by a two-thirds majority vote of each House of the State Legislature.  The Governor 
may reduce or eliminate specific line items in the Budget Act or any other appropriations bill without 
vetoing the entire bill.  Such individual line-item vetoes are subject to override by a two-thirds 
majority vote of each House of the State Legislature.  Appropriations also may be included in 
legislation other than the Budget Act.  Bills containing appropriations (except for K-14 education) 
must be approved by a two-thirds majority vote in each House of the State Legislature and be signed 
by the Governor.  Continuing appropriations, available without regard to fiscal year, may also be 
provided by statute or the State Constitution.  Funds necessary to meet an appropriation need not be 
in the State Treasury at the time such appropriation is enacted; revenues may be appropriated in 
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anticipation of their receipt.  However, delays in the adoption of a final State budget in any fiscal 
year may affect payments of State funds during such budget impasse. 

Governor’s Proposed Fiscal Year 2008-09 State Budget.  On January 10, 2008, the 
Governor released his proposed budget for Fiscal Year 2008-09 (the “2008-09 Governor’s Budget”).  
The 2008-09 Governor’s Budget projects an estimated $14.5 billion budget shortfall by the end of 
Fiscal Year 2008-09, in the absence of any changes to State law or policy to reduce spending, which 
the Governor proposes to address with more than $17 billion in corrective actions.  In particular, the 
2008-09 Governor’s Budget projects State General Fund revenues and transfers for Fiscal Year 
2008-09 of $102.9 billion, an increase of approximately 2.1 percent above the anticipated revenues 
and transfers for Fiscal Year 2007-2008, and State General Fund expenditures of $101.0 billion, a 
decrease of approximately 2.3 percent below the anticipated expenditures for Fiscal Year 2007-08.  
With proposed expenditures of $2.6 billion more than revenues, the 2008-09 Governor’s Budget 
projects ending Fiscal Year 2007-08 with a State General Fund balance of $1.76 billion, of which 
$885 will be reserved for the liquidation of encumbrances and $872 will be deposited in a reserve for 
economic uncertainties, and ending Fiscal Year 2008-09 with a State General Fund balance of 
$3.67 billion, of which $885 million will be reserved for the liquidation of encumbrances and 
$2.78 billion will be deposited in a reserve for economic uncertainties, provided various 
budget-balancing proposals are approved. 

The Governor’s revised economic forecasts for the State reflects weaker economic 
performance than was previously forecast.  State personal income growth (considered the broadest 
single measure available of the State’s overall economic activity) is predicted to slow from 
5.6 percent in 2007, to 4.8 percent in 2008, and then increase to 5.2 percent in 2009.  Job growth 
within the State is expected to drop from 0.8 percent for 2007, to 0.7 percent for 2008, and then 
increase to 1 percent for 2009.  New housing permits in the State are expected to be 95,000 in 2008, 
compared to an average of more than 160,000 annually for the past ten years. 

The Governor has declared a fiscal emergency under the State Constitution and called the 
Legislature into special session to, among other things, consider the Governor’s proposals for 
balancing the State budget, which includes issuing approximately $3.3 billion in deficit financing 
bonds, suspending a $1.5 billion supplementary payment on outstanding deficit financing bonds, 
accruing in Fiscal Year 2008-09 $2 billion in tax revenues that are currently reflected as Fiscal Year 
2009-10 revenues, reducing K-14 education spending in the current year by $400 million, suspending 
the Proposition 98 minimum guarantee in the amount of $4 billion in Fiscal Year 2008-09, saving 
approximately $758 million by Fiscal Year 2009-10 by releasing certain nonviolent prisoners and no 
longer actively supervising nonviolent offenders on parole, and making 10 percent across-the-board 
reductions (aggregating to approximately $5 billion in savings) in most other State programs, 
excepting only program reductions that are deemed to be in conflict with the State Constitution or 
impractical. 

In addition, the Governor proposes that a constitutional amendment be put before the State’s 
voters, which amendment would provide for a creation of a third State reserve fund to receive 
revenues from the General Fund of any amount over the average long-term trend of revenue growth 
rate (which amounts would be transferred back to the General Fund in any year in which revenue 
growth was below the average) and provide the Governor with the power to make program 
reductions when he predicts the State to be in a budget deficit.  The Governor also seeks legislation 
that would allow him to make reductions to the services of statutory entitlement programs. 
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Features of the 2008-09 Governor’s Budget include the following: 

1. The 2008-09 Governor’s Budget proposes to fully fund the Proposition 1A 
loan repayment for Fiscal Year 2008-09 and the approximately $1.5 billion Proposition 42 
transfer, which is proposed to be allocated as follows:  $82.7 million to the Traffic 
Congestion Relief Fund, $594.2 million to the State Transportation Improvement Program, 
$297.1 million to the Public Transportation Account and $594.2 million to cities and counties 
for local streets and roads maintenance. 

2. The 2008-09 Governor’s Budget includes the elimination of $75 million in 
estimated reimbursement claims but does not subject unreimbursed pre-2004 mandate 
reimbursements to the proposed 10 percent reductions. 

3. The 2008-09 Governor’s Budget includes changes to Ca1WORKs that are 
expected to result in net savings of $74 million in 2007-08 and $389 million in 2008-09, 
including the increase of economic sanctions for families with adults who do not comply with 
program requirements and the elimination of the children’s safety net grant unless their 
parent(s) meeting federal work participation requirements. 

4. The 2008-09 Governor’s Budget provides for the July 2008 CalWORKs 
COLA in the amount of $ 131 million but proposes the deletion of the June 2008 State 
COLA for SSI / SSP recipients, which is expected to result in savings of $23 million in Fiscal 
Year 2007-08 and $271 million in Fiscal Year 2008- 09. 

5. The 2008-09 Governor’s Budget proposes reducing provider rates for 
Medi-Cal to generate Fiscal Year 2007-08 State General Fund savings of $33 million and 
Fiscal Year 2008-09 savings of $602 million, which savings would be achieved through a 
10 percent provider payment reduction to most fee-for-service providers (generally 
physicians).  The 2008-09 Governor’s Budget also proposes to change from a weekly 
reimbursement schedule to an annual reimbursement schedule for a one-time State General 
Fund savings of $165 million. 

On January 14, 2008, the Legislative Analyst’s Office (the “LAO”) released a report entitled 
“Overview of the Governor’s Budget” (the “LAO Proposed Budget Overview”), which provides an 
analysis by the LAO of the 2008-09 Governor’s Budget.   

In the LAO Proposed Budget Overview, the LAO states that the 2008-09 Governor’s 
Budget’s revenue forecast is generally reasonable (although recent cash trends and continued 
negative economic reports may cause actual results to be lower than forecasted) and its spending 
proposals are built upon solid assumptions about caseload and program requirements.  However, the 
LAO states that, in the context of the amount of corrective actions that are proposed, the ongoing 
revenue-raising proposals set forth in the 2008-09 Governor’s Budget are minimal, indicated that the 
proposed across-the-board reductions may cause many programs to operate in a less than optimal 
manner thus providing lower quality services to the public, and questioned whether certain proposed 
accruals comply with generally accepted accounting principles.  The LAO recommends that the 
Legislature, among other things, focus on early decisions that will allow State programs to achieve 
desired savings in the current year, identify additional revenue solutions, balance the budget 
proposals set fort in the 2008-09 Governor’s Budget against the programmatic impacts from delaying 
payments to schools and local governments.  In addition, the LAO stated that the reforms included in 
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the 2008-09 Governor’s Budget represent a “serious diminution of the Legislature’s appropriation 
authority” and “limit future policy makers’ options to craft budgets” and suggests the exploration of 
other budgetary options. 

The Fiscal Year 2008-09 State Budget (“Fiscal Year 2008-09 State Budget”) is expected to 
be subject to significant negotiation and revision prior to its ultimate adoption.  There can be no 
assurances that the final Fiscal Year 2008-09 State Budget will not place additional burdens on local 
governments, including cities, or will not significantly reduce revenues to such local governments.  
The Fiscal Year 2008-09 State Budget is subject to approval by the State Legislature, and the City 
cannot predict the ultimate impact of the final approved Fiscal Year 2008-09 State Budget on the 
City’s financial situation.  In the event the final Fiscal Year 2008-09 State Budget includes decreases 
in City revenues or increases in required City expenditures from the levels assumed by the City, the 
City will be required to generate additional revenues, curtail programs and/or services, or spend 
down its reserves to ensure a balanced budget. 

On February 20, 2008 the LAO released several documents containing more detailed 
analyses of the Governor’s proposed budget, including a summary entitled “Highlights of the 
2008-09 Analysis” (the “2008-09 Analysis”).  The 2008-09 Analysis contains an economic forecast 
that is “somewhat weaker” than that of the administration reflected in the proposed budget.  Based on 
this updated economic forecast, but assuming the revenue-related proposals in the proposed budget, 
the LAO forecasts that General Fund revenues will be $1.5 million below the administration’s 
estimate for the current and budget years combined.  The 2008-09 Analysis contains the following 
assessments of the proposed budget: 

1. Larger Budget Shortfall.  Over the current and budget years, the Governor 
identified a gap of $14.5 billion between revenues and expenditures.  Due principally to the 
LAO’s lower revenue estimates, it projects the state would face roughly a $16 billion 
shortfall, absent corrective actions. 

2. Structural Shortfalls Would Return.  Even if the legislature adopted the 
Governor’s budget in whole, the state would face multibillion dollar shortfalls in future years.  
The LAO projects that the state would face about a $4 billion operating shortfall in 2009-10, 
shrinking to between $2 billion and $3 billion in the two following years. 

3. Budget Fails to Set Priorities.  The administration’s across-the-board budget 
reductions reflect little effort to prioritize and determine which state programs provide 
essential services or are most critical to California’s future. 

4. Revenue Solutions Are Minimal.  By focusing almost exclusively on the 
spending side, the administration’s plan unnecessarily limits the range of budget solution 
options. 

The 2008-09 Analysis proposes alternatives to the Governor’s proposed budget, including 
what it characterizes as a more balanced and targeted approach to addressing the State’s budget 
shortfall.   

On May 14, 2008, the Governor released his May Revision to the Proposed 2008-09 Budget 
(the “May 2008 Revision”).  On May 19, 2008, the LAO released its Overview of the May 2008 
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Revision.  The following information is adapted from the LAO’s Overview of the May 2008 
Revision. 

The Governor’s estimate of the gap between revenues and expenditures identified as 
$14.5 billion in January 2008, grew to $22 billion in the May 2008 Revision due to a projected 
decline in revenue of $6 billion and additional expenses of $1.7 billion.  At the special session of the 
legislature in February 2008, the legislature and the Governor adopted $7 billion in solutions, leaving 
a gap of $15 billion to be addressed.  In addition to solutions proposed in the Governor’s proposed 
budget, the May 2008 Revision puts forth $8 billion in new solutions including an expected 
$5.1 billion in additional revenue from the securitization of future State lottery revenues.  The 
remaining solutions include expanding a redirection of public transit funds for general fund purposes, 
reducing funding for the compensation offer to correctional officers, loans from special funds, and 
other reductions in spending.   

The LAO considers the reduced forecasts for expenditures to be reasonable and the LAO 
projects that if all of the May 2008 Revision solutions were adopted the reserve would be 
$1.5 billion, compared to the Governor’s projection of $2 billion.  The $500 million difference is 
based on differing assumptions of the Governor and the LAO about expenses and revenues.  
However, if the lottery securitization proposal is not adopted, the May 2008 Revision proposes a 
1% sales tax increase which would not take effect until January 1, 2009.  Since the 2008-09 fiscal 
year would only have six months remaining, the LAO projects $3 billion in revenue would be raised 
by the sales tax increase, or $2 billion less than the anticipated revenue from the lottery securitization 
proposal, eliminating the projected reserve.  Also, if taxes were raised, the Proposition 98 funding 
obligation would increase as well. 

The LAO concludes that balancing the budget will be challenging due to the structural 
deficits the State faces, and projects that the reserve in the current year, even if the lottery 
securitization proposal is accepted, would be approximately $1.5 billion.   

As of the date of this Official Statement, the Legislature had not approved the budget for 
Fiscal Year 2008-09. 

There have been certain published reports of legislative considerations to implement revenue 
shifts under Proposition 1A.  Such a shift can have adverse effects on the District’s Fiscal Year 2009 
budget.  See “- Proposition 1A” below. 

Future State Budgets.  No prediction can be made by the City as to whether the State will 
encounter budgetary problems in this or in any future Fiscal Years, and if it were to do so, it is not 
clear what measures would be taken by the State to balance its budget, as required by law.  In 
addition, the City cannot predict the final outcome of future State budget negotiations, the impact that 
such budgets will have on its finances and operations, the outcome or impact of future ballot 
measures and legislation, or what actions will be taken in the future by the State Legislature and 
Governor to deal with changing State revenues and expenditures.  Current and future State budgets 
will be affected by national and State economic conditions and other factors, including the current 
economic downturn, over which the City has no control.  To the extent that the State budget process 
results in reduced revenues to the City, the City will be required to make adjustments to its budget.  
Decrease in such revenues may have an adverse impact on the City’s ability to pay Base Rental 
Payments. 
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Certain information about the State budgeting process and the State Budget is available 
through several State of California sources.  The references to internet websites shown below are 
shown for reference and convenience only; the information contained within the websites has not 
been reviewed by the City and is not incorporated herein by reference. 

The California State Treasurer’s Internet home page at www.treasurer.ca.gov, under the 
heading “Financial Information,” posts the State’s audited financial statements.  In addition, the 
“Financial Information” section includes the State’s Rule 15c2-12 filings for State bond issues.  The 
“Financial Information” section also includes the “Overview of the State Economy and Government, 
State Finances, State Indebtedness, Litigation” from the State’s most current Official Statement, 
which discusses the State budget.  The California Department of Finance’s Internet home page at 
www.dof.ca.gov, under the heading “California Budget,” includes the text of proposed and adopted 
State Budgets.  The State Legislative Analyst’s Office prepares analyses of the proposed and adopted 
State Budgets.  All information from the LAO office is available on the LAO website at 
www.lao.ca.gov.  Information on the website is not incorporated herein by reference.   

Proposition 1A.  On November 2, 2004, California voters approved Proposition 1A, which 
amends the State Constitution to significantly reduce the State’s authority over major local 
government revenue sources.  Under Proposition 1A, the State may not (i) reduce local sales tax rates 
or alter the method of allocating the revenue generated by such taxes, (ii) shift property taxes from 
local governments to schools or community colleges, (iii) change how property tax revenues are 
shared among local governments without two-third approval of both houses of the State Legislature, 
or (iv) decrease Vehicle License Fees revenues without providing local governments with equal 
replacement funding.  Beginning in 2008-09, the State may shift to schools and community colleges 
a limited amount of local government property tax revenue if certain conditions are met, including 
(a) a proclamation by the Governor that the shift is needed due to a severe financial hardship of the 
State, and (b) approval of the shift by the State Legislature with a two-thirds vote of both houses.  
Under such a shift, the State must repay local governments for their property tax losses, with interest, 
within three years.  Proposition 1A does allow the State to approve voluntary exchanges of local 
sales tax and property tax revenues among local governments within a county.  Given the magnitude 
of the State’s budgetary deficit, it is possible that the Governor will from time to time proclaim that a 
shift of additional local property tax revenue, including tax revenue of the City, is needed due to 
severe financial hardship.   

ERAF Shift.  Receipt of the City’s share of the 1% property tax is subject to State law and 
can be reduced or eliminated altogether.  In Fiscal Year 2005 and 2006 State Budgets shifted a 
portion of the share of the one percent property tax collected to the Educational Revenue 
Augmentation Fund (“ERAF”).  As a result, in Fiscal Years 2005 and 2006, the share of the City 
property tax revenues was transferred to ERAF.  The ERAF shift expired in Fiscal Year 2007.  It 
cannot be predicted if future legislation will be introduced to further reduce, or entirely eliminate, the 
percentage of the ad valorem property taxes paid to the City.  Given the possible shortfalls that exist 
in the State’s budget, it is possible that the State will again look to shift property taxes away from 
certain local agencies in an effort to arrive at a balanced budget.   

Vehicle License Fees.  Vehicle license fees (“VLF”) imposed for the operation of vehicles 
on state highways are collected by the State Department of Motor Vehicles.  VLF were historically 
assessed in the amount of two percent of a vehicle’s depreciated market value for the privilege of 
operating a vehicle on the State’s public highways.  Beginning in 1999, the VLF paid by vehicle 
owners was offset (or reduced) to the effective rate of 0.65 percent.  In connection with the offset of 
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the VLF, the State Legislature authorized appropriations from the State General Fund to “backfill” 
the offset so that local governments, which receive all of the vehicle license fee revenues, would not 
experience any loss of revenues.  The legislation that established the VLF offset program also 
provided that if there were insufficient State General Fund moneys to fully “backfill” the VLF offset, 
the percentage offset would be reduced proportionately (i.e., the license fee payable by drivers would 
be increased) to assure that local governments would not be underfunded. 

In June 2003, the State Director of Finance ordered the suspension of VLF offsets due to a 
determination that insufficient State General Fund moneys would be available for this purpose, and, 
beginning in October 2003, the VLF paid by vehicle owners were restored to the two percent level.  
However, the offset suspension was rescinded by the Governor on November 17, 2003, and State 
offset payments to local governments resumed.  Local governments received “backfill” payments 
totaling $3.80 billion in Fiscal Year 2003.  “Backfill” payments totaling $2.65 billion were paid to 
local governments in Fiscal Year 2004. 

As part of the 2004 Budget Act negotiations, an agreement was reached between the State 
and local government officials (the “State-local Agreement”) under which the VLF rate was 
permanently reduced from two percent to 0.65 percent.  In order to protect local governments, the 
reduction in VLF revenue to cities and counties from this rate change was replaced by an increase in 
the amount of property tax local governments receive.  Under the State-local Agreement, for Fiscal 
Years 2005 and 2006 only, the replacement property taxes that cities and counties receive were 
reduced by $700 million.  Commencing in Fiscal Year 2005, local governments began to receive 
their full share of replacement property taxes, and those replacement property taxes now enjoy 
constitutional protection against certain transfers by the State due to the approval of Proposition 1A 
at the November 2004 election.  See “RISK FACTORS ― State Budget Concerns – Proposition 1A” 
below.  See also Appendix B ― “CERTAIN INFORMATION REGARDING THE CITY – Motor 
Vehicle License Fees.” 

Impact of Sales and Use Tax Redirection.  Commencing in Fiscal Year 2005, the State 
started to temporarily redirect local sales and use taxes to the State, including 0.25% that would 
otherwise be available to the City, to pay debt service on its “economic recovery” bonds.  The State 
will increase local governments’ share of local property tax by a corresponding amount. 

However, it should be noted that certain features and consequences of this redirection could 
impact the availability of revenues to pay Base Rental Payments.  First, there may be a timing issue 
associated with the “backfill” of redirected sales and use taxes with property tax revenue:  while sales 
and uses taxes are distributed by the State Board of Equalization on a monthly basis, the County of 
Stanislaus (the “County”) would only backfill with property taxes on a semi-annual basis.  This 
timing issue would not only impact the City’s cash flow, but would cause the City to lose investment 
earnings on the sales and uses taxes it otherwise would have received on a monthly basis. 

Second, it is possible that the fees charged by the County for property tax administration, 
which are subtracted from property tax revenue collected by the County before it is allocated to the 
City, could increase as a result of the various tasks required of the County by the redirection.  In 
addition, the State Board of Equalization administration fee is likely to increase as a percentage of 
local sales and use tax received by the City unless the State Board of Equalization reduces its fee, 
which it is unlikely to do because the cost of collecting the sales and use taxes on a per-transaction 
basis is unlikely to go down. 
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Third, the redirection of sale and use taxes by the State reflects the vulnerability of local 
government to the State budget process.  If, in the future, the State elects to further reallocate sales 
and use taxes or property tax revenue, or any other source of revenue used by the City to make Base 
Rental Payments, such redirecting may adversely impact the City’s finances and reduce the amount 
of revenue available to pay Base Rental Payments. 

Constitutional Limitations on Taxes and Expenditures 

Article XIIIA of the California Constitution.  Section 1(a) of Article XIIIA of the California 
Constitution limits the maximum ad valorem tax on real property to 1% of full cash value (as defined 
in Section 2 of Article XIIIA), to be collected by each county and apportioned among the county and 
other public agencies and funds according to law.  Section 1(b) of Article XIIIA provides that the 1% 
limitation does not apply to ad valorem taxes to pay interest or redemption charges on 
(a) indebtedness approved by the voters prior to July 1, 1978 or (b) any bonded indebtedness for the 
acquisition or improvement of real property approved on or after July 1, 1978, by two-thirds of the 
votes cast by the voters voting on the proposition.  Section 2 of Article XIIIA defines “full cash 
value” to mean “the county assessor’s valuation of real property as shown on the 1975-76 tax bill 
under ‘full cash value’ or, thereafter, the appraised value of real property when purchased, newly 
constructed, or a change in ownership has occurred after the 1975 assessment.”  The full cash value 
may be adjusted annually to reflect inflation at a rate not to exceed 2% per year or to reflect a 
reduction in the consumer price index or comparable data for the area under the taxing jurisdiction, 
or reduced in the event of declining property values caused by substantial damage, destruction, or 
other factors.  Legislation enacted by the State Legislature to implement Article XIIIA provides that 
notwithstanding any other law, local agencies may not levy any ad valorem property tax except to 
pay debt service on indebtedness approved by the voters as described above. 

On June 18, 1992, following a number of challenges to the provisions of Article XIIIA, the 
United States Supreme Court upheld the decision in Nordlinger v. Hahn, a case involving residential 
property taxation decided by the State Court of Appeals.  The 8 to 1 majority held that the 
Article XIIIA assessment method serves a rational state interest by providing certainty regarding 
property taxes to homeowners and therefore does not violate provisions of the Equal Protection 
Clause codified in the 14th Amendment of the U.S. Constitution. 

The effect of Article XIIIA on the City’s finances, then, has been to restrict ad valorem tax 
revenues for general purposes to the statutory allocation of the 1% levy while leaving intact the 
power to levy ad valorem taxes in whatever rate or amount may be required to pay debt service on its 
general obligation bonds.  The City cannot predict whether any further challenges to the State’s 
present system of property tax assessment will be made, or what the outcome of impact on any of the 
City of any such challenge might be. 

Article XIIIB of the California Constitution.  An initiative amendment to the California 
Constitution (Article XIIIB) was approved by the California electorate on November 6, 1979.  This 
amendment establishes limits on certain annual appropriations of state and local government entities.  
Initially, the limits are based generally on appropriations for the Fiscal Year 1978-79 with future 
adjustments permitted for changes in the cost of living, population and certain other factors.  The 
definition of appropriations subject to limitation is stated so as to exclude, among other things, 
(1) appropriations of proceeds received by a government entity from user fees to the extent such 
proceeds do not exceed the costs reasonably borne by such entity in providing the product or service, 
(2) the appropriations of any special district “which did not as of the 1977-78 fiscal year levy an ad 
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valorem tax on property in excess of 12½ cents per $100 of assessed value”, and (3) “appropriations 
required to pay the cost of interest and redemption charges, including the funding of any reserve or 
sinking fund required in connection therewith, on indebtedness existing or legally authorized as of 
January 1, 1979, or a bonded indebtedness thereafter approved .  .  .”  by vote of the electors of the 
issuing entity.  In addition, the amendment provides that nothing in it “will be construed to impair the 
ability of the State or any local government to meet its obligations with respect to existing or future 
bonded indebtedness.” 

Articles XIIIC and XIIID of the California Constitution.  An initiative measure entitled the 
“Right to Vote on Taxes Act” (the “Initiative”) was approved by the voters of the State of California 
at the November 5, 1996 general election.  The Initiative added Article XIIIC and Article XIIID to 
the California Constitution.  According to the “Title and Summary” of the Initiative prepared by the 
California Attorney General, the Initiative limits “the authority of local governments to impose taxes 
and property-related assessments, fees and charges.”   

Article XIIIC prohibits local governments from imposing, extending or increasing: (i) any 
general tax unless and until that tax is submitted to the electorate and approved by a majority vote or 
(ii) any special tax unless and until that tax is submitted to the electorate and approved by a two 
thirds vote.  In addition, Article XIIIC provides that the initiative power shall not be prohibited or 
otherwise limited in matters of reducing or repealing any local tax, assessment, fee or charge and that 
the power of initiative to affect local taxes, assessments, fees and charges shall be applicable to all 
local governments.   

Article XIIID defines the terms “fee” and “charge” to mean “any levy other than an ad 
valorem tax, a special tax or an assessment, imposed by an agency upon a parcel or upon a person as 
an incident of property ownership, including user fees or charges for a property-related service.”  A 
“property-related service” is defined as “a public service having a direct relationship to property 
ownership.”  Article XIIID further provides that reliance by an agency on any parcel map (including 
an assessor’s parcel map) may be considered a significant factor in determining whether a fee or 
charge is imposed as an incident of property ownership.   

Article XIIID requires that any agency imposing or increasing any property-related fee or 
charge must provide written notice thereof to the record owner of each identified parcel upon which 
such fee or charge is to be imposed and must conduct a public hearing with respect thereto.  The 
proposed fee or charge may not be imposed or increased if a majority of owners of the identified 
parcels file written protests against it.   

In addition, Article XIIID includes a number of limitations applicable to pre-existing fees and 
charges including provisions to the effect that (i) revenues derived from the fee or charge shall not 
exceed the funds required to provide the property-related service, (ii) such revenues shall not be used 
for any purpose other than that for which the fee or charge was imposed, (iii) the amount of a fee or 
charge imposed upon any parcel or person as an incident of property ownership shall not exceed the 
proportional cost of the service attributable to the parcel and (iv) no such fee or charge may be 
imposed for a service unless that service is actually used by, or immediately available to, the owner 
of the property in question.  Property-related fees or charges based on potential or future use of a 
service are not permitted.   

No assurance may be given that Articles XIIIC and XIIID will not have a material adverse 
impact on the City’s revenues. 
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Other Initiative Measures 

Articles XIIIA, XIIIB, XIIIC and XIIID were adopted pursuant to California’s constitutional 
initiative process.  From time to time other initiative measures could be adopted by California voters, 
placing additional limitations on the ability of the City to increase revenues. 

Limited Recourse on Default 

If an event of default occurs and is continuing under the Lease Agreement, there is no 
remedy of acceleration with respect to any Base Rental Payments which have not come due and 
payable in accordance with the Lease Agreement.  The City will continue to be liable for Base Rental 
Payments as they become due and payable in accordance with the Lease Agreement, and the Trustee 
will be required to seek a separate judgment each year for that year’s defaulted Base Rental 
Payments.  Any such suit for money damages would be subject to limitations on legal remedies 
against public agencies in the State, including a limitation on enforcement of judgments against funds 
or property needed to serve the public welfare and interest. 

Bankruptcy 

In addition to the limitations on remedies contained in the Indenture and the Lease 
Agreement, the rights and remedies provided in those documents may be limited by, and are subject 
to, provisions of federal bankruptcy laws as the same currently exist or may be hereafter amended, as 
well as other laws and equitable principles that may affect creditors’ rights.  In the event of the 
bankruptcy of the City, its obligations under the Lease Agreement could be set aside.   

TAX MATTERS 

In the opinion of Sidley Austin LLP, San Francisco, California, Bond Counsel, based on 
existing statutes, regulations, rulings and judicial decisions and assuming compliance with certain 
covenants in the Indenture and the Lease Agreement and requirements of the Internal Revenue Code 
of 1986, as amended (the “Code”), regarding the use, expenditure and investment of proceeds of the 
Bonds and the timely payment of certain investment earnings to the United States, interest on the 
Bonds is not includable in the gross income of the owners of the Bonds for federal income tax 
purposes.  Failure to comply with such covenants and requirements may cause interest on the Bonds 
to be included in gross income retroactively to the date of issuance of the Bonds. 

In the further opinion of Bond Counsel, interest on the Bonds is not treated as an item of tax 
preference in calculating the federal alternative minimum taxable income of individuals and 
corporations.  Interest on the Bonds, however, is included as an adjustment in the calculation of 
federal corporate alternative minimum taxable income and may therefore affect a corporation’s 
alternative minimum tax liability. 

Ownership of, or the receipt of interest with respect to, tax-exempt obligations may result in 
collateral tax consequences to certain taxpayers, including, without limitation, financial institutions, 
property and casualty insurance companies, certain foreign corporations doing business in the United 
States, certain S corporations with excess passive income, individual recipients of Social Security or 
Railroad Retirement benefits, taxpayers that may be deemed to have incurred or continued 
indebtedness to purchase or carry tax-exempt obligations and taxpayers who may be eligible for the 
earned income tax credit.  Bond Counsel expresses no opinion with respect to any collateral tax 
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consequences and, accordingly, prospective purchasers of the Bonds should consult their tax advisors 
as to the applicability of any collateral tax consequences. 

Certain requirements and procedures contained or referred to in the Indenture and the Lease 
Agreement may be changed, and certain actions may be taken, under the circumstances and subject 
to the terms and conditions set forth in such documents, upon the advice or with the approving 
opinion of counsel nationally recognized in the area of tax-exempt obligations.  Bond Counsel 
expresses no opinion as to the effect of any change to any document pertaining to the Bonds or of 
any action taken or not taken where such change is made or action is taken or not taken without our 
approval or in reliance upon the advice of counsel other than Sidley Austin LLP with respect to the 
exclusion from gross income of the interest represented by the Bonds for federal income tax 
purposes. 

Information Reporting and Backup Withholding 

Interest paid on tax-exempt obligations is subject to information reporting in a manner 
similar to interest paid on taxable obligations.  While this reporting requirement does not, by itself, 
affect the excludability of interest from gross income for federal income tax purposes, the reporting 
requirement causes the payment of interest on the Bonds to be subject to backup withholding if such 
interest is paid to beneficial owners that (a) are not “exempt recipients,” and (b) either fail to provide 
certain identifying information (such as the beneficial owner’s taxpayer identification number) in the 
required manner or have been identified by the IRS as having failed to report all interest and 
dividends required to be shown on their income tax returns.  Generally, individuals are not exempt 
recipients, whereas corporations and certain other entities are exempt recipients.  Amounts withheld 
under the backup withholding rules from a payment to a beneficial owner are allowed as a refund or 
credit against such beneficial owner’s federal income tax liability so long as the required information 
is furnished to the IRS. 

State Tax Exemption 

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

Future Developments 

Future legislative proposals, if enacted into law, regulations, rulings or court decisions may 
cause interest on the Bonds to be subject, directly or indirectly, to federal income taxation or to State 
or local income taxation, or otherwise prevent beneficial owners from realizing the full current 
benefit of the tax status of such interest.  Further, legislation or regulatory actions and proposals may 
affect the economic value of the federal or state tax exemption or the market value of the Bonds. 

Prospective purchasers of the Bonds should consult their tax advisors regarding pending or 
proposed federal or state tax legislation, regulations, rulings or litigation, as to which Bond Counsel 
expresses no opinion. 

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix D. 
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ABSENCE OF LITIGATION 

There is no action, suit, proceeding, inquiry or investigation, at law or in equity, before or by 
any court, regulatory agency, public board or body, pending or, to the knowledge or the Authority or 
the City, threatened against the Authority or the City, affecting the existence of the Authority or the 
City, or the titles of their respective officers to their respective offices or seeking to restrain or enjoin 
the sale or issuance of the Bonds, the application of the proceeds thereof in accordance with the 
Indenture, or in any way contesting or effecting the validity of the Bonds, the Indenture, the Lease 
Agreement or the Facility Leases, or any action of the Authority or the City contemplated by any of 
said documents, or in any way contesting the completeness or accuracy of this Official Statement or 
any amendment or supplement hereto, or contesting the powers of the Authority or the City or their 
respective authority with respect to the Bonds, nor to the knowledge to the Authority and the City is 
there any basis therefor.   

INDEPENDENT AUDITORS 

The basic financial statements of the City as of June 30, 2007 portions of which are included 
in Appendix C to this Official Statement, have been audited by Maze & Associates (the “Auditor”), 
independent certified public accountants, as set forth in their report.  The Auditor’s consent is not 
required for the inclusion of the City’s financial statements in this Official Statement, and no such 
consent has been requested or obtained. 

RATINGS 

Fitch Ratings (“Fitch”) and Standard & Poor’s Ratings Services (“S&P”) have assigned the 
Bonds the underlying long-term ratings of “A+” and “A”, respectively.  Fitch and S&P are also 
expected to assign the Bonds the short term and joint ratings of “AA/F1+” and “AA+/A-1+”, 
respectively, with the understanding that the Bank will deliver the Credit Facility to the Trustee upon 
issuance of the Bonds.  See the caption “CREDIT FACILITY.”  Generally, rating agencies base their 
ratings on information and material furnished directly to them and on investigations, studies and 
assumptions made by them.  The ratings reflect only the views of such organizations and an 
explanation of the significance of such ratings may be obtained from Fitch Ratings, One State Street 
Plaza, New York, New York 10004 and Standard & Poor’s Ratings Services, 55 Water Street, New 
York, New York 10041.  The City makes no representation as to the appropriateness of the ratings.  
There is no assurance that the ratings will continue for any given period of time or that they will not 
be revised downward or withdrawn entirely by such rating agencies, if, in the judgment of such 
rating agencies, circumstances so warrant.  Any such downward revision or withdrawal of such 
ratings may have an adverse effect on the market price of the Bonds. 

UNDERWRITING 

The Bonds are being purchased by Banc of America Securities LLC (the “Underwriter”), 
under a Purchase Contract pursuant to which the Underwriter has agreed to purchase all, but not less 
than all, of the Bonds for an aggregate purchase price of $64,971,132.06 (representing the principal 
amount of the Bonds, less Underwriter’s discount of $198,867.94).   
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FINANCIAL ADVISOR 

The City has retained Public Financial Management, Inc., San Francisco, California, as 
financial advisor with respect to the issuance of the Bonds.  Public Financial Management, Inc. is not 
obligated to undertake, and has not undertaken to make, an independent verification or to assume 
responsibility for the accuracy, completeness or fairness of the information contained in this Official 
Statement.  Public Financial Management, Inc. is an independent advisory firm and is not engaged in 
the business of underwriting, trading or distributing municipal securities or other public securities. 

APPROVAL OF LEGAL PROCEEDINGS 

The validity of the Bonds and certain other legal matters are subject to the approving opinion 
of Sidley Austin LLP, San Francisco, California, Bond Counsel.  A copy of the proposed form of the 
opinion of Bond Counsel is attached as Appendix D hereto.  Bond Counsel has undertaken no 
responsibility for the accuracy, completeness and fairness of this Official Statement.  Certain legal 
matters will be passed upon for the Authority and the City by the City Attorney and by Stradling 
Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Disclosure Counsel, 
for the Trustee by Philip K. Jensen, Esq. and for the Bank by Kathleen C. Johnson, Attorney at Law. 

VERIFICATION OF MATHEMATICAL ACCURACY 

Concurrently with the issuance of the Bonds, Grant Thornton, LLP, will deliver a report with 
respect to the mathematical accuracy of certain computations, contained in schedules provided to 
them, which were prepared by the Underwriter, relative to the sufficiency of moneys and securities 
deposited into the escrow fund established pursuant to the 1998 Escrow Agreement to pay, when due 
the principal, whether at maturity or upon prior redemption, interest and redemption premium 
requirements of the Series 1998 Bonds.  Grant Thornton, LLP, will also deliver a report with respect 
to the mathematical accuracy of certain computations, contained in schedules provided to them, 
which were prepared by the Underwriter, relative to the sufficiency of moneys and securities 
deposited into the escrow fund established pursuant to the 2007 Escrow Agreement to pay, when due 
the principal, whether at maturity or upon prior redemption, and interest requirements of the Series 
2007 Bonds.  Each report of Grant Thornton, LLP will include the statement that the scope of its 
engagement is limited to verifying the mathematical accuracy of the aforesaid computations and that 
it has no obligation to update its report because of events occurring, or data or information coming to 
its attention, subsequent to the date of the report. 

CERTAIN RELATIONSHIPS 

Banc of America Securities LLC, the Underwriter and Remarketing Agent, and Bank of 
America, N.A., the Swap Provider and the Credit Facility Provider, are affiliates, both being 
subsidiaries of Bank of America Corporation. 

MISCELLANEOUS 

Reference is made herein to certain documents and reports which are brief summaries thereof 
which do not purport to be complete or definitive, and reference is made to such documents and 
complete statement of the contents thereof. 
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Any statements in this Official Statement involving matters of opinion, whether or not 
expressly so stated, are intended as such and not as representations of fact.  This Official Statement is 
not to be construed as a contract or agreement between the Authority or the City and the purchasers 
or holder of any Bonds. 

The execution and delivery of this Official Statement has been duly authorized by the 
Authority and the City. 

MODESTO PUBLIC FINANCING AUTHORITY 

By: /s/ Wayne Padilla  
 Auditor and Treasurer 

 
CITY OF MODESTO  

By: /s/ Wayne Padilla  
 Finance Director/Treasurer 
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APPENDIX A 

SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS 

The following is a summary of certain provisions of the Indenture, the Lease Agreement and 
the Facility Leases which are not described elsewhere in this Official Statement. These summaries do 
not purport to be to be complete or definitive and reference should be made to such documents for a 
full and complete statement of their provisions.  See “THE BONDS” and “SECURITY AND 
SOURCES OF PAYMENT FOR THE BONDS” for further descriptions of certain terms and 
provisions of the Bonds.  All capitalized terms not defined in this Official Statement have the 
meanings set forth in the Indenture. 

DEFINITIONS 

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

“Act” means the Joint Exercise of Powers Act (being Chapter 5 of Division 7 of Title 1 of the 
Government Code of the State), as the same is now in effect and as from time to time hereafter 
amended or supplemented. 

“Additional Bonds” means any Bonds issued pursuant to the provisions of the Indenture and 
a Supplemental Indenture. 

“Additional Payments” means the payments so designated and required to be made by the 
City pursuant to the Lease Agreement. 

“Alternate Credit Facility” means an irrevocable direct-pay letter of credit for the applicable 
Series of Bonds, issued by a commercial bank or other financial institution providing for draws or 
claims at least equal to the Required Stated Amount for such Series and delivered to the Trustee in 
accordance with the Indenture, which replaces the Credit Facility then in effect for such Series. 

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

“Alternate Rate” means, on any Rate Determination Date, for any Series of Bonds in a Daily 
Mode, a Weekly Mode, a Flexible Rate Mode or a Term Rate Mode, a rate per annum equal to (a) the 
SIFMA Municipal Swap Index (the “SIFMA Rate”) most recently available as of the date of 
determination, or (b) if such index is no longer available, or if the SIFMA Rate is no longer 
published, the S&P Weekly High Grade Index (formerly the J.J. Kenny Index), or (c) if neither the 
SIFMA Rate nor the S&P Weekly High Grade Index is published, the index determined to equal the 
prevailing rate determined by the Remarketing Agent for tax-exempt state and local government 
bonds meeting criteria determined in good faith by the Remarketing Agent to be comparable under 
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the circumstances to the criteria used by the Securities Industry and Financial Markets Association 
(“SIFMA”) to determine the SIFMA Rate just prior to when the SIFMA stopped publishing the 
SIFMA Rate.  If there is no Remarketing Agent for a Series of Bonds, if the Remarketing Agent fails 
to make any such determination or if the Remarketing Agent has suspended its remarketing efforts in 
accordance with the Remarketing Agreement, then the Trustee will make the determinations required 
by this definition, or if the Trustee will decline to make such determination, a financial advisor, 
investment banker or other qualified party will make such determination at the expense of the 
Authority. 

“Authority” means the Modesto Public Financing Authority, a joint exercise of powers 
authority duly organized and existing under and by virtue of the laws of the State. 

“Authority Account” means the account by that name in the Bond Purchase Fund established 
pursuant to the Indenture. 

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

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

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

“Available Amount” means the amount available under the Credit Facility to pay the 
principal of and interest on the applicable Series of Bonds or the Purchase Price of such Bonds. 

“Available Moneys” means (a) with respect to any date on which a payment is due on any 
Series of Bonds during the term of any Credit Facility or Liquidity Facility with respect thereto (i) 
moneys which have been paid to the Trustee by the Authority and have been on deposit with the 
Trustee in a fund or an account under the Indenture for at least 124 days (and not commingled with 
any moneys so held for less than said period) and investment earnings thereon during and prior to 
which no Event of Bankruptcy shall have occurred; (ii) moneys drawn under the Credit Facility or 
Liquidity Facility with respect thereto which at all times since their receipt by the Trustee were held 
in a separate segregated account or accounts or sub-accounts in which no moneys (other then those 
drawn under such Credit Facility or Liquidity Facility) were at any time held; and (iii) the proceeds 
of the sale of refunding obligations if, in the opinion of nationally recognized counsel experienced in 
bankruptcy matters (which opinion shall be acceptable to each rating agency then providing a rating 
on any Series of Bonds), the application of such moneys will not constitute a voidable preference in 
the event of the occurrence of an event of bankruptcy; and (b) with respect to any payment date on 
any Series of Bonds occurring other than during the term of a Credit Facility or a Liquidity Facility 
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with respect thereto, any moneys furnished to the Trustee (other than remarketing proceeds) and the 
proceeds from the investment thereof. 

“Base Rental Payments” means all amounts payable to the Authority from the City as Base 
Rental Payments pursuant to the Lease Agreement. 

“Basic Bond Rate” means the rate of interest applicable to any Series of Bonds that are not 
Liquidity Facility Bonds or Credit Facility Bonds. 

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

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

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

“Bond Insurer Failure” means: (i) a failure of a Bond Insurer to pay any amount due under a 
Bond Insurance Policy; (ii) the filing or commencement of any bankruptcy or insolvency proceedings 
by or against a Bond Insurer, provided such proceeding has not been dismissed within 60 consecutive 
days; (iii) the declaration by a Bond Insurer of a moratorium on the payment of its unsecured debt 
obligations; or (iv) the written repudiation by a Bond Insurer of its Bond Insurance Policy. 

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

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

“Bonds” means, collectively, the Series 2008 Bonds and any Additional Bonds issued, and at 
any time Outstanding pursuant to the Indenture. 

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

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

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

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

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

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

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

“Credit Facility” means an irrevocable direct-pay letter of credit, issued by a commercial 
bank or other financial institution with respect to a Series of Bonds providing for draws or claims at 
least equal to the Required Stated Amount for such Series and delivered to the Trustee in accordance 
with the Indenture or, in the event of the delivery of an Alternate Credit Facility, such Alternate 
Credit Facility. 

“Credit Facility Account” means an Eligible Account by that name in the Bond Purchase 
Fund established pursuant to the Indenture and held in the name of the Trustee for the benefit of the 
Owners of the applicable Series of Bonds. 

“Credit Facility Bonds” means Bonds of any Series purchased with moneys drawn under (or 
otherwise obtained pursuant to the terms of) the Credit Facility, but excluding Bonds of such Series 
no longer considered to be Credit Facility Bonds in accordance with the terms of the Credit Facility. 

“Credit Facility Provider” means any commercial bank or other financial institution issuing 
(or having primary obligation, or acting as agent for the financial institutions obligated, under) a 
Credit Facility then in effect. 

“Credit Facility Provider Failure” means (i) a failure of the Credit Facility Provider to pay a 
properly presented and conforming draw or request for advance under the Credit Facility or (ii) the 
filing or commencement of any bankruptcy or insolvency proceedings by or against the Credit 
Facility Provider or (iii) the Credit Facility Provider shall declare a moratorium on the payment of its 
unsecured debt obligations or shall repudiate the Credit Facility. 

“Credit Facility Rate” means the rate per annum, if any, specified in the Credit Facility as 
applicable to Credit Facility Bonds of any Series. 

“Credit Facility Reimbursement Agreement” means the Initial Credit Facility Reimbursement 
Agreement and any other similar agreement entered into in connection with the issuance of any 
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Alternate Credit Facility and any and all modifications, alterations, amendments and supplements 
thereto.

“Current Interest Bonds” means the Series 2008 Bonds and Bonds of any other Series 
designated as Current Interest Bonds in the Supplemental Indenture providing for the issuance of 
such Series of Bonds and which pay interest at least semiannually to the Owners thereof excluding 
the first payment of interest thereon. 

“Current Mode” means, at any given time, the Mode then prevailing in accordance with the 
terms of the Indenture. 

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

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

“Daily Rate Period” means the period during which a Series of Bonds in the Daily Mode will 
evidence interest at a Daily Rate, which will be from the Business Day upon which a Daily Rate is 
set to but not including the next succeeding Business Day. 

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

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

(1) with respect to Capital Appreciation Bonds, the Accreted Value payment will be 
deemed a principal payment; and 

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

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

“Delayed Remarketing Period” has the meaning specified in the Indenture. 

“DTC” means The Depository Trust Company, New York, New York, and its successors or 
assigns.

“Escrow Agent” means the Bank of New York Mellon Trust Company, N.A. 

“Escrow Agreements” means the Series 1998 Escrow Agreement and the Series 2007 Escrow 
Agreement. 

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

“Eligible Account” means an account that is either (i) maintained with a federal or state-
chartered depository institution or trust company that has a Standard & Poor’s short-term debt rating 
of at least “A-2” (or, if no short-term debt rating, a long-term debt rating of “BBB+”); or 
(ii) maintained with the corporate trust department of a federal depository institution or state-
chartered depository institution subject to regulations regarding fiduciary funds on deposit similar to 
Title 12 of the U.S. Code of Federal Regulation Section 9.10(b), which, in either case, has corporate 
trust powers and is acting in its fiduciary capacity. 

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

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

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

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

“Facilities Leases” has the meaning set forth in the Lease Agreement. 

“Favorable Opinion of Bond Counsel” means an opinion of Bond Counsel addressed to the 
Authority, the Trustee, the Remarketing Agent, if any, the Credit Facility Provider, if any, and the 
Liquidity Facility Provider, if any, to the effect that the action proposed to be taken is authorized or 
permitted by the laws of the State of California and the Indenture and will not result in the loss of the 
exclusion of interest on the Bonds from gross income for federal income tax purposes. 

“Federal Securities” means (i) United States of America Treasury bills, notes, bonds or 
certificates of indebtedness; or (ii) obligations for which the full faith and credit of the United States 
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is pledged for the payment of principal and interest; or (iii) securities evidencing direct ownership 
interests in securities enumerated in clauses (i) or (ii) of this definition or in specified portions of the 
interest on or principal of such securities that are held by a custodian in safekeeping on behalf of the 
owners of such securities and which interests have been stripped by the U.S. Treasury itself; or 
(iv) tax-exempt obligations of a state or a political subdivision thereof that have been defeased under 
irrevocable escrow instructions with securities enumerated in clause (i) or (ii) of this definition and 
that are rated in the highest rating category by any one of the Rating Agencies. 

“Fiscal Year” means the period beginning on July 1 of each year and ending on the next 
succeeding June 30, or any other annual accounting period hereafter selected and designated by the 
Authority as its Fiscal Year. 

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

“Fixed Rate” means the per annum interest rate or interest rates evidenced by Fixed Rate 
Bonds determined pursuant to the Indenture. 

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

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

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

“Fixed Rate Remarketing Agent” means an investment banking firm or firms selected by the 
Authority that has or have entered into a written agreement with the Authority to remarket or 
purchase and remarket the Bonds of a Series upon their being converted to a Fixed Rate Mode in 
accordance with the terms and provisions set forth in the Indenture. 

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

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

“Flexible Rate Bonds” means any Series of Bonds in a Flexible Mode. 

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

“Holder,” “Bondholder” or “Owner,” whenever used in the Indenture with respect to a Bond, 
means the Person in whose name such Bond is registered. 
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“Immediate Termination Date” means the date on which a Liquidity Facility Provider’s 
obligation to advance funds or purchase Bonds under a Liquidity Facility terminates or is suspended 
immediately in accordance with its terms. 

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

“Initial Credit Facility” means the irrevocable direct-pay letter of credit securing payment of 
the Bonds that is issued by Bank of America, N.A., to the Trustee pursuant to the Initial Credit 
Facility Reimbursement Agreement. 

“Initial Credit Facility Provider” means Bank of America, N.A., as the Credit Facility 
Provider for the Series 2008 Bonds. 

“Initial Credit Facility Reimbursement Agreement” means the Reimbursement, dated as of 
August 1, 2008, among the Initial Credit Facility Provider, the Authority and the City, as originally 
executed or as it may from time to time be supplemented or amended. 

“Insurance and Condemnation Fund” means the fund by that name in the Revenue Fund 
established pursuant to the Indenture. 

“Insured Bonds” means any Series of Bonds identified as Insured Bonds pursuant to a 
Supplemental Indenture and insured by a Bond Insurance Policy. 

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

“Interest Accrual Period” means the period during which Bonds of any Series accrue interest 
payable on the next Interest Payment Date applicable thereto.  Each Interest Accrual Period will 
commence on (and include) the last Interest Payment Date to which interest has been paid (or, if no 
interest has been paid, from the date of original authentication and delivery of the Bonds of such 
Series) to, but not including, the Interest Payment Date on which interest is to be paid.  If, at the time 
of authentication of any Bond, interest is in default or overdue with respect to the Bonds, such Bond 
will evidence interest from the date to which interest has previously been paid in full or made 
available for payment in full with respect to the Bonds. 

“Interest Payment Date” means each date on which interest is to be paid and is: (i) with 
respect to a Series of Bonds in a Flexible Mode, each Mandatory Purchase Date applicable thereto; 
(ii) with respect to a Series of Bonds in a Daily Mode or a Weekly Mode, the first Business Day of 
each month; (iii) with respect to a Series of Bonds in a Fixed Rate Mode or a Term Rate Mode, the 
first day of April or October, which is at least three (3) months after the month in which such Long-
Term Mode takes effect, and the first day of each April and October thereafter or, upon the receipt by 
the Trustee of a Favorable Opinion of Bond Counsel, any other six-month interval chosen by the 
Authority (beginning with the first such day which is at least three months after the Mode Change 
Date) and, with respect to a Term Rate Mode, the final day of the current Interest Period if other than 
a regular six-month interval; (iv) (without duplication as to any Interest Payment Date listed above) 
any Mode Change Date, other than a change between a Daily Mode and a Weekly Mode, and each 
Maturity Date; (v) with respect to any Liquidity Facility Bonds, the day set forth in the applicable 
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Liquidity Agreement; and (vi) with respect to any Credit Facility Bonds, the day set forth in the 
applicable Credit Facility Reimbursement Agreement. 

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

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

“Lease Agreement” means that certain lease entitled “Lease Agreement” by and between the 
Authority and the City, dated as of August 1, 2008, which lease or a memorandum thereof was 
recorded in the office of the County Recorder of the County of Stanislaus, as originally executed and 
recorded or as it may from time to time be supplemented, modified or amended pursuant to the 
provisions in the Indenture. 

“Lease Default Event” means any Event of Default occurring under the Lease Agreement. 

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

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

“Liquidity Facility” means a standby bond purchase agreement or similar liquidity facility for 
a particular Series of Bonds issued by a commercial bank or other financial institution or, in the event 
of the delivery or availability of an Alternate Liquidity Facility, such Alternate Liquidity Facility. 

“Liquidity Facility Account” means an Eligible Account by that name in the Bond Purchase 
Fund established pursuant to the Indenture and held in the name of the Trustee for the benefit of the 
Owners of the applicable Series of Bonds. 

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

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

“Liquidity Facility Provider Failure” means (i) a failure of the Liquidity Facility Provider to 
pay a properly presented and conforming draw or request for advance under the Liquidity Facility or 
(ii) the filing or commencement of any bankruptcy or insolvency proceedings by or against the 
Liquidity Facility Provider or (iii) the Liquidity Facility Provider shall declare a moratorium on the 
payment of its unsecured debt obligations or shall repudiate the Liquidity Facility. 
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“Long-Term Interest Period” means a Term Rate Period or a Fixed Rate Period. 

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

“Mandatory Credit Tender” means the mandatory tender of a Series of Bonds pursuant to the 
Indenture upon receipt by the Trustee of written notice from (i) the Credit Facility Provider that an 
event of default with respect to the Credit Facility Reimbursement Agreement has occurred and 
directing the Trustee to call the Bonds of the applicable Series for mandatory tender.  

“Mandatory Purchase Date” means: (i) with respect to a Flexible Rate Bond, the first 
Business Day following the last day of each Flexible Rate Period with respect to such Flexible Rate 
Bond; (ii) for any Series of Bonds in a Term Rate Mode, the first Business Day following the last day 
of each Term Rate Period for such Bonds; (iii) any Mode Change Date; (iv) any Substitution Date; 
(v) the fifth (5th) Business Day prior to an Expiration Date upon failure by the Trustee to receive an 
extension of the Credit Facility by the thirtieth (30th) day prior to the Expiration Date; (vi) the date 
specified by the Trustee following the occurrence of an event of default with respect a Liquidity 
Facility which requires or gives the Liquidity Facility Provider the option to terminate the Liquidity 
Facility upon notice and requires that all Outstanding Bonds secured by such Liquidity Facility be 
tendered for purchase under the applicable Liquidity Agreement, which date will be a Business Day 
not less than twenty (20) days after the Trustee’s receipt of notice of such event of default from the 
applicable Liquidity Facility Provider and in no event later than the Business Day preceding the 
termination date specified in the notice of event of default delivered to the Trustee by such Liquidity 
Facility Provider; and (vii) for a Series of Bonds in a Daily Mode or a Weekly Mode, any Business 
Day specified by the Authority in a notice delivered to the Trustee, which Mandatory Purchase Date 
will be not less than twenty (20) days after the Trustee’s receipt of such notice from the Authority; 
and (viii) any date specified for a Mandatory Credit Tender. 

“Maturity Date” means the final date upon which principal is due on a Series of Bonds, 
which is September 1, 2033 with respect to the Series 2008 Bonds. 

“Maximum Annual Base Rental Payment” means the maximum annual payment which the 
City may be obligated to make with respect to the Base Rental Payments for the 2008 Project, as 
provided in the Lease Agreement, or for any Subsequent Project, as provided and determined in a 
supplement to the Lease Agreement. 

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

“Mode” means, as the context may require, the Daily Mode, the Weekly Mode, the Flexible 
Mode, the Term Rate Mode, or the Fixed Rate Mode. 

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

“Mode Change Notice” means the notice from the Authority to the other Notice Parties of the 
intention of the Authority to change the Mode with respect to a Series of Bonds. 
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“Moody’s” means Moody’s Investors Service, Inc., a corporation organized and existing 
under the laws of the State of Delaware, its successors and their assigns, or, if such corporation will 
be dissolved or liquidated or will no longer perform the functions of a securities rating agency, then 
“Moody’s” will be deemed to refer to any other nationally recognized securities rating agency 
selected by the Authority. 

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

“New Mode” means the Mode in effect after a change in the Mode then prevailing, in 
accordance with the terms of the Indenture. 

“Noticed Termination Date” means the date on which a Liquidity Facility Provider’s 
obligation to advance funds or purchase Bonds of the applicable Series under a Liquidity Facility 
terminates as stated in the Liquidity Facility Providers notice of termination delivered pursuant to the 
Liquidity Facility due to a default under specified sections of the Liquidity Facility, which date of 
termination will be not less than twenty (20) days (or such longer period as is specified in the 
Liquidity Facility) after the date of receipt by the Trustee of such notice. 

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

“Opinion of Counsel” means a written opinion of counsel of recognized standing in the field 
of law being addressed in such opinion retained the Authority. 

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

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

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

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

(1) Federal Securities; 

(2) Obligations, participations, or other instruments of or issued by, or fully guaranteed 
as to interest and principal by, the Government National Mortgage Association (excluding stripped 
mortgage backed securities which are valued at greater than par on the unpaid principal); 

(3) Bills of exchange or time drafts drawn on and accepted by a commercial bank 
(including the Trustee or any of its affiliates), otherwise known as bankers acceptances, which are 
eligible for purchase by the Federal Reserve System and which are drawn on any bank the short-term 
obligations of which are rated in the highest letter and numerical rating category as provided by 
Moody’s and by S&P; provided, that purchases of eligible bankers acceptances may not exceed 270 
days’ maturity; 

(4) Commercial paper of “prime” quality of the highest ranking or of the highest letter 
and numerical rating category as provided by Moody’s and by S&P, which commercial paper is 
limited to issuing corporations that are organized and operating within the United States of America 
and that have total assets in excess of $500,000,000 and that have an “Al” or higher rating for the 
issuer’s unsecured debentures, other than commercial paper, as provided by Moody’s and by S&P; 
provided, that purchases of eligible commercial paper may not exceed 180 days’ maturity nor 
represent more than 10% of the outstanding commercial paper of an issuing corporation; 

(5) Non-negotiable certificates of deposit issued by a state or national bank (including the 
Trustee or any of its affiliates) that have maturities of not more than 365 days or deposit accounts 
with a state or national bank and that are fully insured by the Federal Deposit Insurance Corporation 
or the short term obligations of which state or national bank are rated no lower that “Al” by Moody’s 
and “A+” by S&P; 

(6) Any repurchase agreement of any securities enumerated in subdivisions (1) and 
(2) with any state or national bank (including the Trustee or any of its affiliates) or government bond 
dealer reporting to, trading with, and recognized as a primary dealer by the Federal Reserve Bank of 
New York, which agreement is either (A) with any institution which has debt rated no lower than 
“Al” by Moody’s and “A+” by S&P or whose commercial paper is rated no lower than “P 1” by 
Moody’s and no lower than “A 1” by S&P; (B) with any corporation or other entity that falls under 
the jurisdiction of the Federal Bankruptcy Code; provided, that (a) the term of such repurchase 
agreement is less than one (1) year or due on demand; (b) the Trustee or a third party acting solely as 
agent for the Trustee has possession of the collateral; (c) the market value of the collateral (as 
determined at least once in every 14 days) exceeds the principal amount of the repurchase agreement 
plus accrued interest and the market value of the collateral is maintained at levels acceptable to 
Moody’s and to S&P; (d) failure to maintain the requisite collateral levels will require the Trustee to 
liquidate the collateral immediately; and (e) the repurchase agreement securities are free and clear of 
any third-party lien or claim; or (C) with financial institutions insured by the Federal Deposit 



 A-13 

Insurance Corporation or any broker-dealer with “retail customers” which falls under the jurisdiction 
of the Securities Investors Protection Corporation; provided, that: (a) the market value of the 
collateral (as determined at least once in every 14 days) exceeds the principal amount of the 
repurchase agreement plus accrued interest and the market value of the collateral is maintained at 
levels acceptable to Moody’s and to S&P; (b) the Trustee or a third party acting solely as agent for 
the Trustee has possession of the collateral; (c) the Trustee has a perfected first priority security 
interest in the collateral; (d) the collateral is free and clear of third-party liens and in the case of a 
Securities Investors Protection Corporation broker was not acquired pursuant to a repurchase 
agreement or reverse repurchase agreement; and (e) failure to maintain the requisite collateral 
percentage will require the Trustee to liquidate the collateral immediately; 

(7) Certificates, notes, warrants, bonds or other evidence of indebtedness of the State or 
any local agencies therein which are rated in the highest short-term rating category or within one of 
the three highest long-term rating categories by Moody’s and by S&P (excluding securities that do 
not have a fixed par value and/or whose terms do not promise a fixed dollar amount at maturity or 
call date); 

(8) For amounts less than $100,000, interest-bearing demand or time deposits (including 
certificates of deposit) in a nationally or state-chartered bank fully insured by the Federal Deposit 
Insurance Corporation, including the Trustee or any affiliate thereof, and of which an aggregate total 
of $100,000 is not exceeded in any one financial institution; 

(9) Investments in units of a money-market fund portfolio that is rated in the highest 
letter and numerical rating category by Moody’s and by S&P (including funds for which the Trustee, 
its affiliates or subsidiaries provide investment advisory or other management services) and that is 
composed of obligations guaranteed by the full faith and credit of the United States of America or 
repurchase agreements collateralized by such obligations; 

(10) A guaranteed investment contract with a financial institution or insurance company 
(or guaranteed by a financial institution or insurance company) which has at the date of execution 
thereof an outstanding issue of unsecured, uninsured and unguaranteed debt obligations or a claims 
paying ability rated within the two highest rating categories of any Rating Agency;  

(11) The Local Agency Investment Fund, the California Asset Management Program, or 
similar pooled fund operated by or on behalf of the State and which is authorized to accept 
investments by or on behalf of the Authority of the moneys held by the Trustee in any of the accounts 
or funds established pursuant to the Indenture to the extent deposits and withdrawals may be made by 
the Trustee directly; and 

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

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

“Principal Account” means the account by that name in the Revenue Fund established 
pursuant to the Indenture. 
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“Principal Office” means, as appropriate, the designated corporate trust office of (1) the 
Trustee, which as of the date in the Indenture is located at 550 Kearny Street, Suite 600, San 
Francisco, CA 94108-2527 Attention: Corporate Trust Services. 

“Prior Bonds” means the Series 1998 Bonds and the Series 2007 Bonds. 

“Project” means the Series 2008 Project and any Subsequent Project. 

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

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

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

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

“Purchase Price” means an amount equal to the principal amount of a Series of Bonds 
purchased on any Purchase Date, plus accrued interest to such Purchase Date (unless such Purchase 
Date is also an Interest Payment Date, in which case the Purchase Price will not include accrued 
interest, which will be paid in the normal course). 

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

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

“Rating Confirmation Notice” means a written notice from the Rating Agencies then rating a 
Series of Bonds, confirming that the rating on such Bonds (without giving effect to any Liquidity 
Facility) will not be lowered or withdrawn (other than a withdrawal of a short-term rating upon a 
change to a Fixed Rate Mode) as a result of the action proposed to be taken. 

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

“Redemption Date” means the date fixed for redemption of any Series of Bonds subject to 
redemption in any notice of redemption given in accordance with the terms of the Indenture. 

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

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

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

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

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

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

“Remarketing Proceeds Account” means an Eligible Account by that name within the Bond 
Purchase Fund established pursuant to the Indenture and held in the name of the Trustee for the 
benefit of the Owners. 

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

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

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

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

“Reserve Fund” means the fund of that name established pursuant to the Indenture. 

“Reserve Fund Requirement” means with respect to all Outstanding Bonds an amount equal 
to the lesser of (i) the maximum annual Debt Service attributable to the Outstanding Bonds and 
(ii) 125% of average annual Debt Service attributable to the Outstanding Bonds; provided that with 
respect to the calculation of the Reserve Fund Requirement upon the issuance of an Additional Series 
of Bonds the amount calculated will be the least of (i) or (ii) above, or the amount derived by the 
addition of 10% of the proceeds from the sale of such Series of Additional Bonds to the Reserve 
Fund and provided further that the Reserve Fund Requirement will be reduced to the extent necessary 
so that all amounts therein may be deposited from Bond proceeds without requiring a portion thereof 
to be yield restricted in accordance with requirements of the Code.  For purposes of determining the 
Reserve Fund Requirement, unless otherwise specified in a Supplemental Indenture, the fixed 
interest rate assumed for Variable Rate Bonds will be The Bond Buyer Revenue Bond Index 
published the week preceding the sale of such Variable Rate Bonds, as certified by the Authority.  
For purposes of determining the Reserve Fund Requirement, the fixed interest rate assumed for 
Series 2008 Bonds shall be the fixed swap rate under the Series 2008 Interest Rate Swap Agreement.  

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

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

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

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

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

“Series 1998 Bonds” means the Modesto Public Financing Authority Lease Revenue Bonds, 
Series 1998 (Capital Improvements and Refinancing Project). 

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

“Series 2008 Bonds” means the Modesto Public Financing Authority Lease Revenue 
Refunding Bonds, Series 2008. 

“Series 2008 Interest Rate Swap Agreement” means, collectively, the ISDA Master 
Agreement (Local Currency–Single Jurisdiction 1992), the U.S. Municipal Counterparty Schedule 
thereto, a Credit Support Annex, and a confirmation each dated August 22, 2008, between Bank of 
America, N.A., as a Qualified Counterparty, and the Authority. 

“Series 2008 Project” means the refunding of all of the 1998 Bonds and the 2007 Bonds and 
payment of any costs associated with financing of said project, as the same may be amended from 
time to time. 

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

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

“State” means the State of California. 

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

“Substitution Date” means date on which Alternate Credit Facility or Alternate Liquidity 
Facility is substituted for the Credit Facility or Liquidity Facility then in effect. 

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

“Swap” means an interest rate swap, including the Series 2008 Interest Rate Swap 
Agreement, cap, floor, collar or other hedging transaction which is entered into by the Authority for 
the purpose of managing interest rate risk with respect to specified Bonds which are being issued 
concurrently with the execution of the Swap, which are proposed to be issued in connection with 
such Swap, or which are Outstanding at the time of execution of such Swap. 

“Swap Payment Date” means each date on which Regular Swap Payments are to be paid. 

“Swap Provider” means an entity which is a party to a Swap with the Authority. 
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“Swap Revenues” means the sum of money due to be paid by a Swap Party to the Authority 
pursuant to any Swap subject to any netting of payments provided by the applicable Swap. 

“Swapped Bonds” means the Bonds of any Series to which a Swap relates. 

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

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

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

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

“Term Rate” means the per annum interest rate for any Series of Bonds in the Term Rate 
Mode determined pursuant to the Indenture. 

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

“Term Rate Period” means the period from (and including) the Mode Change Date or the 
date of initial conversion of a Series of Bonds to a Term Rate Mode, as applicable, to (but excluding) 
the last day of the first period that such Series of Bonds will be in the Term Rate Mode as established 
by the Authority pursuant to the Indenture and, thereafter, the period from (and including) the 
beginning date of each successive Interest Rate Period selected for a Series of Bonds by the 
Authority pursuant to the Indenture while such Bonds are in the Term Rate Mode to (but excluding) 
the commencement date of the next succeeding Interest Period, including another Term Rate Period.  
Except as otherwise provided in the Indenture, an Interest Period for Bonds in the Term Rate Mode 
must be at least one hundred eighty (180) days in length. 

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

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

“Weekly Mode” means the Mode during which a Series of Bonds evidence interest at the 
Weekly Rate. 
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“Weekly Rate” means the per annum interest rate with respect to a Series of Bonds in the 
Weekly Mode determined pursuant to the Indenture. 

“Weekly Rate Period” means the period during which a Series of Bonds evidence interest at a 
Weekly Rate, which will be the period commencing on Thursday of each week to and including 
Wednesday of the following week, except the last Weekly Rate Period which will be from and 
including the Thursday of the week prior to the Mode Change Date to and including the day next 
preceding the Mode Change Date. 

“2008 Project” means the refunding of all of the Prior Bonds, all to be financed with 
proceeds of the Series 2008 Bonds. 

THE INDENTURE 

Pledge and Assignment 

Subject only to the provisions of the Indenture permitting the application thereof for the 
purposes and on the terms and conditions set forth therein, there are pledged all of the Revenues and 
any other amounts held in any fund or account established pursuant to the Indenture (other than the 
Bond Purchase Fund and the Rebate Fund) to (1) secure the payment of the principal of and 
premium, if any, and interest on the Bonds in accordance with their terms and the provisions thereof 
and of the Indenture, and (2) secure the payment of any Related Obligations.  Said pledge will 
constitute a first lien on and security interest in such assets and will attach, be perfected and be valid 
and binding from and after delivery by the Trustee of the Bonds, 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 Holders from time to time of the Bonds and any Providers, all of the Revenues and 
other assets pledged in the Indenture and all of the rights of the Authority under the Lease Agreement 
to receive and collect Base Rental Payments and other amounts (except for (1) the right to receive 
any Additional Payments to the extent payable to the Authority and (2) any rights of the Authority to 
indemnification), and the right to enforce, whether by action at law or in equity or by other means, all 
provisions, covenants and agreements of the Lease Agreement with respect to the payment of Base 
Rental Payments.  The Trustee will be entitled to and will collect and receive all of the Revenues, 
and any Revenues collected or received by the Authority will be deemed to be held, and to have been 
collected or received, by the Authority as the agent of the Trustee and will forthwith be paid by the 
Authority to the Trustee.  The Trustee also will be entitled to and will take all steps, actions and 
proceedings reasonably necessary in its judgment to enforce all of the rights of the Authority and all 
of the obligations of the City under the Lease Agreement. 

The Authority will notify the Trustee of the execution of any Related Obligations.  With 
respect to the Series 2008 Bonds, the Authority is executing a Series 2008 Interest Rate Swap 
Agreement.  The Swap Revenues will be deposited in the Revenue Fund and Regular Swap 
Payments will be paid from the Interest Account.  Any Extraordinary Swap Payments owed to the 
Swap Provider will be paid from the applicable subaccount of the Provider Payment Account on a 
subordinate basis to any amounts then due and owing on the Bonds payable under the Indenture or to 
the Credit Facility Provider under the Credit Facility Reimbursement Agreement. 
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All Revenues will be promptly deposited by the Trustee upon receipt thereof in a special fund 
designated as the Revenue Fund which the Trustee is directed to establish, maintain and hold in trust, 
except as otherwise provided in the Indenture and except that all moneys received by the Trustee and 
required to be deposited in the Bond Purchase Fund or the Redemption Fund, will be promptly 
deposited in the Bond Purchase Fund and Redemption Fund, respectively.  All Revenues deposited 
with the Trustee will be held disbursed, allocated and applied by the Trustee only as provided in the 
Indenture.

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

In order to carry out and effectuate the pledge, charge and lien on Swap Revenues contained 
in the Indenture, the Authority agrees and covenants that all Swap Revenues will be transferred when 
received to the Trustee for deposit in the Revenue Fund. 

Allocation of Revenues 

(A) On or before the dates specified in the Indenture, the Trustee will transfer from the 
Revenue Fund and deposit into the following respective accounts (each of which the Trustee is 
directed to establish and maintain within the Revenue Fund) the following amounts, in the following 
order of priority, the requirements of each such account (including the making up of any deficiencies 
in any such account resulting from lack of Revenues sufficient to make any earlier required deposit) 
at the time of deposit to be satisfied before any transfer is made to any account subsequent in 
priority: 

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

SECOND: to the Principal Account, on or before each September 1 commencing 
September 1, 2009 the amount of the principal payment or Sinking Fund Installment 
becoming due and payable on such September 1 (or the succeeding Interest Payment Date if 
September 1 is not an Interest Payment Date), until the balance in said account is equal to 
said amount of such principal or Sinking Fund Installment; and 

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

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

All amounts in the Interest Account will be used and withdrawn by the Trustee solely for the 
purpose of paying interest on the Bonds and any Regular Swap Payments as they will 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 will be used and withdrawn by the Trustee solely to 
purchase or redeem or pay Sinking Fund Installments for a Series of Bonds or pay at maturity the 
Bonds of a Series as provided in the Indenture or in a Supplemental Indenture. 

Reserve Fund 

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

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

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

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

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

Notwithstanding anything to the contrary contained in the Indenture, at any time one or more 
Reserve Facilities are on deposit in the Reserve Fund, the Trustee will withdraw and use all cash, if 
any, on deposit in the Reserve Fund prior to using and withdrawing any amounts derived from 
payments under any Reserve Facilities.  Amounts received by the Trustee from the Authority as a 
replenishment of amounts withdrawn from the Reserve Fund will be applied (i) first to reimburse 
draws on any Reserve Facilities and (ii) to replenish cash withdrawn from the Reserve Fund. 

Application of Insurance Proceeds 

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

Application of Redemption Fund 

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

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

Rebate Fund 

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

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

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

(D) At the written direction of the Authority, the Trustee will invest all amounts held in 
the Rebate Fund in Permitted Investments, subject to the restrictions set forth in the Tax Certificate.  
Money will not be transferred from the Rebate Fund except as provided in the Indenture. 
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(E) Upon receipt of the Authority’s written directions, the Trustee will remit part or all of 
the balances in the Rebate Fund to the United States, as so directed.  In addition, if the Authority so 
directs in writing, the Trustee will deposit money into or transfer money out of the Rebate Fund from 
or into such accounts or funds, as so directed.  Any funds remaining in the Rebate Fund after 
redemption and payment of all of the Bonds and payment and satisfaction of any Rebate Amount, or 
provision made therefor satisfactory to the Trustee, will be withdrawn and remitted to the Authority. 

(F) Notwithstanding any other provision of the Indenture, including in particular the 
provisions relating to defeasance, the obligation to remit the Rebate Amounts to the United States 
and to comply with all other requirements of the Indenture and the Tax Certificate will survive the 
defeasance or payment in full of the Bonds. 

Investment of Moneys 

(A) All moneys in any of the funds and accounts established pursuant to the Indenture 
(other than the Bond Purchase Fund) will be invested by the Trustee upon directions from the 
Authority solely in Permitted Investments.  Moneys in the Bond Purchase Fund will remain 
uninvested.  Permitted Investments will be purchased at such prices as the Authority may direct.  The 
directions of the Authority will be subject to the limitations set forth in the Indenture.  All Permitted 
Investments will be acquired subject to the limitations as to maturities hereinafter in the Indenture set 
forth and such additional limitations or requirements consistent with the foregoing as may be 
established by Request of the Authority.  No Request of the Authority will impose any duty on the 
Trustee inconsistent with its fiduciary responsibilities.  In the absence of directions from the 
Authority, the Trustee will invest in Permitted Investments specified in the Indenture. 

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

Application of Provider Payment Account 

The Trustee will establish a sub-account for each Provider within the Provider Payment 
Account.  All amounts in the Provider Payment Account will be used and withdrawn by the Trustee 
solely for the purpose of paying any amounts owed to Providers, including Extraordinary Swap 
Payments, when due.  To the extent amounts deposited therein are insufficient to pay all amounts 
owed to Providers, such amounts will be applied on a pro rate basis to the payment of amounts owed 
to Providers.  Payments of fees and termination payments for any Swap are subordinate to payments 
to a Credit Facility Provider. 

Payments from Credit Facility 

Notwithstanding anything to the contrary in the Indenture, so long as any Series of Bonds are 
secured by a Credit Facility, the Trustee will pay the following from draws made under such Credit 
Facility, as and to the extent provided in such Credit Facility: 
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(1) the principal of such Bonds due upon the maturity thereof; 

(2) the interest on such Bonds; 

(3) the Mandatory Sinking Account Payments for such Bonds pursuant to the Indenture, 
in the case of the Series 2008 Bonds or the applicable Supplemental Indenture, in the case of 
Additional Bonds secured by a Credit Facility; 

(4) the Redemption Price and any accrued interest due on such Bonds upon the optional 
redemption thereof; 

(5) the principal and interest due upon the acceleration of such Bonds pursuant to the 
Indenture, in the case of the Series 2008 Bonds or Supplemental Indenture, in the case of Additional 
Bonds secured by a Credit Facility; 

provided, however, that if the Trustee has not received sufficient funds for making payments due 
under clauses (1), (2), (3), (4) and (5) from the Credit Facility Provider by 3:00 p.m., New York City 
time, due to default, repudiation or dishonor by the Credit Facility Provider, the Trustee will notify 
the City by Electronic Means of such deficiency no later than 4:00 p.m., New York City time, and 
will compensate for such deficiency by immediately transferring any necessary amounts from the 
Revenue Fund to the Interest Account and to the Principal Account, as appropriate, to make such 
payments as provided in the Indenture.  The Trustee will make draws under the Credit Facility in 
accordance with its terms and in sufficient time so that proceeds from the Credit Facility will be 
available to make such payment on such Bonds on a timely basis.  The Trustee will deposit in the 
appropriate subaccount of the Credit Facility Account all proceeds of draws made under the Credit 
Facility and will make payments on the applicable Series of Bonds from the appropriate subaccount 
of the Credit Facility Account to the extent described in the Indenture. The Trustee will immediately 
reimburse the Credit Facility Provider from moneys in the Principal Fund and Interest Fund, as 
applicable, or from moneys in the Reserve Fund as required. 

In no event will the Trustee draw on a Credit Facility with respect to any payments made in 
connection with Bonds not secured by a Credit Facility or Bonds owned by the City. 

Particular Covenants 

Punctual Payment.  The Authority will punctually cause to be paid the principal or 
Redemption Price and interest to become due in respect of 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.  Except as set forth in the Indenture, the Authority will not 
directly or indirectly extend or assent to the extension of the maturity of any of the Bonds or the time 
of payment of any claims for interest by the purchase or funding of such Bonds or claims for interest 
or by any other arrangement and in case the maturity of any of the Bonds or the time of payment of 
any such claims for interest will be extended, such Bonds or claims for interest will not be entitled, in 
case of any default under the Indenture to the benefits of the Indenture, except subject to the prior 
payment in full of the principal of all of the Bonds then Outstanding and of all claims for interest 
thereon which will not have been so extended.  Nothing in the Indenture will be deemed to limit the 
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right of the Authority to issue obligations for the purpose of refunding any Outstanding Bonds, and 
such issuance will not be deemed to constitute an extension of maturity of Bonds. 

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

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 limited obligations of the Authority in 
accordance with their terms, and the Authority and Trustee will 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 Bondholders under the Indenture against all claims and demands of all Persons 
whomsoever. 

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

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

The Authority will not use or permit the use of any proceeds of the Series 2008 Bonds or any 
funds of the Authority, directly or indirectly, to acquire any securities or obligations, and will not 
take or permit to be taken any other action or actions, which would cause any of the Series 2008 
Bonds to be an arbitrage bond within the meaning of Section 148 of the Code private activity bond 
within the meaning of Section 141(a) of the Code, or federally guaranteed within the meaning of 
Section 149(b) of the Code and any such applicable requirements promulgated from time to time 
thereunder and under Section 103(c) of the Internal Revenue Code of 1954, as amended.  The 
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Authority will observe and not violate the requirements of Section 148 of the Code and any such 
applicable regulations.  The Authority will comply with all requirements of Section 148 and 149(b) 
of the Code to the extent applicable to the Series 2008 Bonds.  In the event that at any time the 
Authority is of the opinion that for purposes of the Indenture, it is necessary to restrict or to limit the 
yield on the investment of any moneys held by the Trustee under the Indenture, the Authority will so 
instruct the Trustee under the Indenture in writing, and the Trustee will take such action as may be 
necessary in accordance with such instructions. 

The Authority and the Trustee (as directed by the Authority) specifically covenant to comply 
with the provisions and procedures of the Tax Certificate; provided that the Trustee will not be bound 
by this covenant if an Event of Default has occurred and continuing. 

The Authority will not use or permit the use of any proceeds of the Series 2008 Bonds or any 
funds of the Authority, directly or indirectly, in any manner, and will not take or omit to take any 
action that would cause any of the Series 2008 Bonds to be treated as an obligation not described in 
Section 103(a) of the Code. 

Notwithstanding any provisions of the Indenture, if the Authority will provide to the Trustee 
an Opinion of Counsel that any specified action required under the Indenture or the Tax Certificate is 
no longer required or that some further or different action is required to maintain the exclusion from 
federal income tax of interest on the Series 2008 Bonds the Trustee and the Authority may 
conclusively rely on such opinion in complying with the requirements of the Indenture, and, 
notwithstanding the provisions of the Indenture, the covenants under the Indenture will be deemed to 
be modified to that extent. 

The Authority covenants that, in the event of any change in the Indenture or other relevant 
documents relating to the Series 2008 Bonds, or any other actions taken or omitted by the Authority, 
upon the advice or with the approving Opinion of Counsel other than Sidley Austin LLP, Bond 
Counsel in connection with the original execution and delivery of the Series 2008 Bonds, the 
Authority will, upon the making of any such change, or the taking or omission of any such other 
action, cause to be delivered an Opinion of Counsel nationally recognized in the area of municipal 
bonds to the effect that the interest on the Series 2008 Bonds is excluded from gross income for 
federal income tax purposes. 

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

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

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

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

The Trustee will promptly collect all amounts due from the City pursuant to the Lease 
Agreement, will perform all duties imposed upon it pursuant to the Lease Agreement and will 



 A-29 

diligently enforce, and take all steps, actions and proceedings reasonably necessary for the 
enforcement of, all of the rights of the Authority and all of the obligations of the City. 

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

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

Events of Default 

The following events will be Events of Default: 

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

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

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

(D) an Event of Default occurring under the Lease Agreement; or 

(E) the Trustee will receive notice from the Credit Facility Provider that an Event of 
Default has occurred under the Credit Facility Reimbursement Agreement and such notice will be 
accompanied by a Tender Notice as required under the Credit Facility Reimbursement Agreement. 

Upon actual knowledge of the existence of any Event of Default, the Trustee will notify the 
Authority, the City, and the Bond Insurer, if any, and the Credit Facility Provider, if any, in writing 
as soon as practicable; provided, however, that the Trustee need not provide notice of any event of 
default that is a Lease Default Event if the City has expressly acknowledged the existence of such 
Lease Default Event in a writing delivered to the Trustee, the Bond Insurer, if any, and the Credit 
Facility Provider, if any, and the Authority.  Additionally, the Trustee will immediately notify the 
applicable Bond Insurer, if any, and the Credit Facility Provider, if any, if at any time there are 
insufficient moneys to make any payments of principal of and/or interest on the Insured Bonds 
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insured by such Bond Insurer, if any, and the Credit Facility Provider, if any, and immediately upon 
the occurrence of any Event of Default under the Indenture and will provide such additional 
information as such Bond Insurer, if any, and the Credit Facility Provider, if any, will reasonably 
request.

Acceleration of Maturities 

Whenever any Event of Default referred to in the Indenture will have happened and be 
continuing, the Trustee may take the following remedial steps: 

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

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

(C) In the case of an Event of Default described in the Indenture, the Trustee may take 
whatever action the Authority would be entitled to take, and will take whatever action the Authority 
would be required to take, pursuant to the Lease Agreement in order to remedy the Lease Default 
Event.

Nothing contained in the Indenture, however, will require the Trustee to exercise any 
remedies in connection with an Event of Default unless the Trustee will have actual knowledge or 
will have received written notice of such Event of Default. 

Application of Revenues and Other Funds After Default 

If an Event of Default will occur and be continuing, all Revenues and any other funds then 
held or thereafter received by the Trustee under any of the provisions of the Indenture (subject to the 
provisions of the Indenture relating to disqualified bonds and other than moneys required to be 
deposited in the Rebate Fund or the Bond Purchase Fund) will be applied by the Trustee as follows 
and in the following order: 

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

(2) To the payment of the principal or Redemption Price of and interest then due on the 
Bonds (upon presentation of the Bonds to be paid, and stamping thereon of the payment if only 
partially paid, or surrender thereof if fully paid) and the Regular Swap Payments subject to the 
provisions of the Indenture, as follows: 
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(a) Unless the principal of all of the Bonds will have become or have been 
declared due and payable 

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

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

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

(b) If the principal of all of the Bonds will have become or have been declared 
due and payable 

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

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

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

Bondholders’ Direction of Proceedings 

Anything in the Indenture to the contrary notwithstanding, the Holders of a majority in 
aggregate principal amount of the Bonds then Outstanding will, have the right, by an instrument or 
concurrent instruments in writing executed and delivered to the Trustee, and upon indemnifying the 
Trustee to its satisfaction therefor, to direct the method of conducting all remedial proceedings taken 
by the Trustee under the Indenture, provided that such direction will not be otherwise than in 
accordance with law and the provisions of the Indenture, and that the Trustee will have the right to 
decline to follow any such direction which in the opinion of the Trustee would be unjustly prejudicial 
to Bondholders not parties to such direction. 

Limitation on Bondholders’ Right to Sue 

(A) No Holder of any Bond will have the right to institute any suit, action or proceeding 
at law or in equity, for the protection or enforcement of any right or remedy under the Indenture, the 
Lease Agreement, the Act or any other applicable law with respect to such Bond, unless (1) such 
Holder will have given to the Trustee written notice of the occurrence of an Event of Default; (2) the 
Holders of not less than twenty-five per cent (25%) in aggregate principal amount of the Bonds then 
Outstanding will have made written request upon the Trustee to exercise the powers granted in the 
Indenture or to institute such suit, action or proceeding in its own name; provided, however, that if 
more than one such request is received by the Trustee from the Holders, the Trustee will follow the 
written request executed by the Holders of the greater percentage of Bonds then Outstanding in 
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excess of twenty-five percent (25%); (3) such Holder or said Holders will have tendered to the 
Trustee indemnity satisfactory to it against the costs, expenses and liabilities to be incurred in 
compliance with such request; and (4) the Trustee will have refused or omitted to comply with such 
request for a period of sixty (60) days after such written request will have been received by, and said 
tender of indemnity will have been made to, the Trustee. 

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

Absolute Obligation of Authority 

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

Termination of Proceedings 

In case any proceedings taken by the Trustee or anyone or more Bondholders on account of 
any Event of Default will have been discontinued or abandoned for any reason or will have been 
determined adversely to the Trustee or the Bondholders, then in every such case the Authority, the 
Trustee, the Bond Insurer, if any, and the Credit Facility Provider, if any, the Liquidity Facility 
Provider, if any, and the Bondholders, subject to any determination in such proceedings, will be 
restored to their former positions and rights under the Indenture, severally and respectively, and all 
rights, remedies, powers and duties of the Authority, the Trustee, the Bond Insurer, if any, and the 
Credit Facility Provider, if any, the Liquidity Facility Provider, if any, and the Bondholders will 
continue as though no such proceedings had been taken. 

Remedies Not Exclusive 

No remedy in the Indenture conferred upon or reserved to the Trustee or to the Holders of the 
Bonds or to any Provider is intended to be exclusive of any other remedy or remedies, and each and 
every such remedy, to the extent permitted by law, will be cumulative and in addition to any other 
remedy given under the Indenture or now or hereafter existing at law or in equity or otherwise. 
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No Waiver of Default 

No delay or omission of the Trustee or of any Holder of the Bonds or of any Provider to 
exercise any right or power arising upon the occurrence of any default will impair any such right or 
power or will be construed to be a waiver of any such default or an acquiescence therein; and every 
power and remedy given by the Indenture to the Trustee or to the Holders of the Bonds may be 
exercised from time to time and as often as may be deemed expedient.  No Event of Default requiring 
a draw on a Credit Facility or Liquidity Facility may be waived unless the Trustee has received 
written notice that the applicable Credit Facility or Liquidity Facility is reinstated to the Required 
Stated Amount and in the case of an Event of Default described herein in Section (E) in the Section 
entitled “Events of Default,” the Trustee has received a written rescission of the Tender Notice from 
the Credit Facility Provider. 

Control of Remedies by Bond Insurer, if any, and the Credit Facility Provider, if 
any, or Liquidity Facility Provider 

Provided that the Bond Insurance Policy or the Liquidity Facility remain in effect, 
notwithstanding anything in the Indenture to the contrary, the Bond Insurer, if any, and the Credit 
Facility Provider, if any, will have the right to direct all remedies upon the occurrence of an Event of 
Default.  If the Bond Insurance Policy is no longer in effect or a default has occurred with respect to 
the Bond Insurance Policy, the Liquidity Facility Provider will have the right to direct all remedies 
upon the occurrence of an Event of Default. 

Trustee

Duties, Immunities and Liabilities of Trustee.

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

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

(C) The Trustee may at any time resign by giving written notice of such resignation to the 
Authority, the Bond Insurer, if any, and the Credit Facility Provider, if any, the Liquidity Facility 
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Provider (if any), the City and by giving the Bondholders notice of such resignation by mail at the 
addresses shown on the registration books maintained by the Trustee.  Upon receiving such notice of 
resignation the Authority will promptly appoint a successor Trustee by an instrument in writing.  The 
Trustee will not be relieved of its duties until such successor Trustee has accepted appointment. 

(D) Any removal or resignation of the Trustee and appointment of a successor Trustee 
will only become effective upon acceptance of appointment by the successor Trustee.  If no 
successor Trustee will have been appointed and have accepted appointment within thirty (30) days of 
giving notice of removal or notice of resignation as aforesaid, the resigning Trustee or any 
Bondholder (on behalf of such Bondholder and all other Bondholders) may petition any court of 
competent jurisdiction for the appointment of a successor Trustee, and such court may thereupon, 
after such notice (if any) as it may deem proper, appoint such successor Trustee.  Any successor 
Trustee appointed under the Indenture will signify its acceptance of such appointment by executing 
and delivering an instrument in writing to the Authority, the Notice Parties, and to its predecessor 
Trustee.  Trustee a written acceptance thereof, and thereupon such successor Trustee, without any 
further act, deed or conveyance, will become vested with all the moneys, estates, properties, rights, 
powers, trusts, duties and obligations of such predecessor Trustee, with like effect as if originally 
named Trustee in the Indenture; but nevertheless at the request of the successor Trustee, such 
predecessor Trustee will execute and deliver any and all instruments of conveyance or further 
assurance and do such other things as may reasonably be required for more fully and certainly 
vesting in and confirming to such successor Trustee all the right, title and interest of such predecessor 
Trustee in and to any property held by it under the Indenture and will pay over, transfer, assign and 
deliver to the successor Trustee any money, Credit Facility, Liquidity Facility or other property 
subject to the trusts and conditions set forth in the Indenture.  Upon the request of the successor 
Trustee, the Authority will execute and deliver any and all instruments as may be reasonably required 
for more fully and certainly vesting in and confirming to such successor Trustee all such moneys, 
estates, properties, rights, powers, trusts, duties and obligations.  Upon the acceptance of appointment 
by a successor Trustee as provided in the Indenture, the Authority will mail, or cause to be mailed, a 
notice of the succession of such Trustee to the trusts under the Indenture to the Bondholders at the 
addresses shown on the registration books maintained by the Trustee.  If the Authority fails to mail 
such notice within fifteen (15) days after acceptance of appointment by the successor Trustee, the 
successor Trustee will cause such notice to be mailed at the expense of the Authority. 

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

(F) In the event that the Trustee breaches its obligations under the Indenture or under any 
other financing document in connection with the issuance of the Bonds, at the request of the Bond 
Insurer, if any, and the Credit Facility Provider, if any, the Authority will remove and replace the 
Trustee in accordance with the terms of the foregoing clause (B). 
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Merger or Consolidation.  Any company into which the Trustee may be merged or converted 
or with which it may be consolidated or any company resulting from any merger, conversion or 
consolidation to which it will be a party or any company to which the Trustee may sell or transfer all 
or substantially all of its corporate trust business provided such company will be eligible under the 
Indenture, will be the successor to such Trustee without the execution or filing of any paper or any 
further act anything in the Indenture to the contrary notwithstanding. 

Liability of Trustee.

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

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

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

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

(E) Except with respect to Events of Default specified (A) and (B) of the Section herein, 
entitled “Events of Default,” the Trustee will not be deemed to have knowledge of any Event of 
Default unless and until an officer at the Principal Office responsible for the administration of its 
duties under the Indenture will have actual knowledge thereof or the Trustee will have received 
written notice thereof at the Principal Office.  The Trustee will not be bound to ascertain or inquire as 
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to the performance or observance of any of the terms, conditions, covenants or agreements in the 
Indenture or of any of the documents executed in connection with the Bonds, or as to the existence of 
a default or Event of Default thereunder.  The Trustee will not be responsible for the validity or 
effectiveness of any collateral given to or held by it. 

(F) The Trustee may execute any of the trusts or powers under the Indenture or perform 
any duties under the Indenture either directly or by or through attorneys-in-fact, agents, receivers, 
officers, employees or representatives, but will be answerable for the negligence or misconduct of 
any such attorney-in-fact, agent, receiver, officer, employee or representative selected by it.  The 
Trustee will be entitled to advice of counsel and other professionals concerning all matters of trust 
and its duty under the Indenture, but the Trustee will not be answerable for the professional 
malpractice of any counselor other professional (including without limiting the generality of the 
foregoing, attorneys-in-law or certified public accountants) in connection with the rendering of such 
counsels or other professionals’ advice in accordance with the terms of the Indenture, if such 
counselor other professional was selected by the Trustee with due care. 

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

(H) Whether or not therein expressly so provided, every provision of the Indenture, the 
Lease Agreement or related documents relating to the conduct or affecting the liability of or 
affording protection to the Trustee will be subject to the provisions of the Indenture relating to 
liability of the Trustee. 

(I) The Trustee will not be considered in breach of or in default in its obligations under 
the Indenture or progress in respect thereto in the event of enforced delay “unavoidable delay” in the 
performance of such obligations due to unforeseeable causes beyond its control and without its fault 
or negligence. 

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

Modification or Amendment of the Indenture 

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

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

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

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

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

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

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

(6) to evidence or give effect to, or to conform to the terms and provisions of any 
insurance policy, letter of credit, surety bond or other credit enhancement for the Bonds; 
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(7) to facilitate and implement any book entry system (or any termination of a book entry 
system) with respect to the Bonds; 

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

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

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

The Trustee may in its discretion, but will 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.  In any event, the Trustee will 
obtain the Swap Provider’s consent prior to entering into any Supplemental Indenture authorized by 
the Indenture which materially adversely affects the Swap Providers rights, duties, or immunities 
under the Indenture or otherwise. 

Effect of Supplemental Indenture.  Upon the execution of any Supplemental Indenture 
pursuant to the Indenture, the Indenture will 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 Holders of Bonds Outstanding will 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 will be deemed to be part of the terms and conditions 
of the Indenture for any and all purposes. 

Defeasance

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

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

(B) by depositing with the Trustee, in trust, at or before maturity, moneys or securities in 
the necessary amount (as provided in the Indenture) to pay when due or redeem all Bonds then 
Outstanding and (i) the Bonds are in Fixed Rate Mode at the time moneys or Federal Securities are 
deposited, (ii) the deposit of Available Moneys and Federal Securities purchased with Available 
Moneys is sufficient to pay the Bonds at the Maximum Rate to the earlier of the first possible 
mandatory tender or redemption date, or (iii) the City will have received a Rating Confirmation 
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Notice from each Rating Agency then rating such Bonds on any Bonds that will remain Outstanding 
following such redemption, or 

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

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

In connection with any defeasance of any of the Bonds pursuant to this Article of the 
Indenture, the Bond Insurer, if any, and the Credit Facility Provider, if any will receive (i) a 
Favorable Opinion of Bond Counsel and (ii) an escrow agreement and an Opinion of Counsel 
regarding the validity and enforceability of the escrow agreement, such escrow agreement will 
provide that: (1) any substitution of securities will require a verification by an independent certified 
public accountant and the prior written consent of the Bond Insurer, if any, and the Credit Facility 
Provider, if any; (2) the Authority will not exercise any optional redemption of the Bonds secured by 
the escrow agreement or any other redemption other than mandatory sinking fund redemptions unless 
(a) the right to make any such redemption has been expressly reserved in the escrow agreement and 
such reservation has been disclosed in detail in the official statement for the refunding obligations, 
and (b) as a condition of any such redemption there will be provided to the Bond Insurer, if any, and 
the Credit Facility Provider, if any a verification of an independent certified public accountant as to 
the sufficiency of escrow receipts without reinvestment to meet the escrow requirements remaining 
following such redemption; and (3) the Authority will not amend the escrow agreement or enter into 
a forward purchase agreement or other agreement with respect to rights in the escrow without the 
prior written consent of the Bond Insurer, if any, and the Credit Facility Provider, if any. 

Notice of discharge of the Indenture under the related provisions of the Indenture will be 
provided to the Rating Agencies by the Trustee. 

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

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

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 to be so deposited or held 
may include money or securities held by the Trustee in the funds and accounts established pursuant 
to the Indenture (other than the Rebate Fund) and will 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 (based on an assumed interest rate 
equal to the Maximum Rate for periods for which the actual interest rate on the Bonds cannot be 
determined), except that, in the case of Bonds which are to be redeemed prior to maturity and in 
respect of which notice of such redemption will have been given as in the Indenture provided or 
provision satisfactory to the Trustee will have been made for the giving of such notice, the amount to 
be deposited or held will be the principal amount or Redemption Price of such Bonds and all unpaid 
interest thereon to the redemption date; or 

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

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

Limited Liability of Authority 

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

THE LEASE AGREEMENT 

Commencement of Lease Term as to Project; Possession; Occupancy; 
Abatement. 

The term of the Lease Agreement will commence on the date of recordation of the Lease 
Agreement in the office of the County Recorder of Stanislaus County, State of California, or on 
August 28, 2008, whichever is earlier, and will end on September 1, 2033, unless such term is 
extended or sooner terminated as provided in the Lease Agreement. If on such termination date, the 
Series of Bonds corresponding to the Base Rental Payments attributable to the Leased Property, or if 
applicable, the related Leased Unit, and all other amounts then due under the Lease Agreement with 
respect to such Leased Property or Leased Unit (as the case may be), including any Reserve Facility 
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Costs and amounts due under any Related Obligations, will not be fully paid, or if the rental payable 
under the Lease Agreement with respect to such Leased Property or Leased Unit (as the case may be) 
will have been abated at any time and for any reason, then the term of the Lease Agreement with 
respect to such Leased Property or Leased Unit (as the case may be) will be extended until all Bonds 
and Related Obligations of such Series corresponding to the Base Rental Payments attributable to 
such Leased Property or Leased Unit (as the case may be) and all other amounts then due under the 
Lease Agreement with respect to such Leased Property or Leased Unit (as the case may be), 
including any Reserve Facility Costs and amounts due under any Related Obligations, will be fully 
paid, except that the term of the Lease Agreement as to such Leased Property or Leased Unit (as the 
case may be) will in no event be extended beyond ten (10) years after such date. If prior to such date, 
all Bonds of a Series corresponding to the Base Rental Payments attributable to the Leased Property, 
or if applicable, the related Leased Unit and all other amounts then due under the Lease Agreement 
with respect to such Leased Property or Leased Unit (as the case may be), including any Reserve 
Facility Costs and amounts due under any Related Obligations, will be fully paid, or provision 
therefor made, the term of the Lease Agreement with respect to such Leased Property or Leased Unit 
(as the case may be) will end ten (10) days thereafter or upon written notice by the City to the 
Authority, whichever is earlier. 

Removal or Substitution of Leased Property.  Pursuant to the Indenture, the City may remove 
or substitute real property as part of the Leased Property for purposes of the Lease Agreement, but 
only after the City will have filed with the Authority and the Trustee, with copies to each rating 
agency then providing a rating for the Bonds, all of the following: 

(i) Executed copies of the Lease Agreement or amendments thereto containing the 
amended description of the Leased Property, including the legal description of the Leased Property as 
modified if necessary; 

(ii) A Certificate of the City with copies of the Lease Agreement or a site lease, if 
needed, or amendments thereto containing the amended description of the Leased Property stating 
that such documents have been duly recorded in the official records of the County Recorder of 
Stanislaus County, State of California; 

(iii) A Certificate of the City evidencing that the annual fair rental value of the Leased 
Property which will constitute the Leased Property after such removal or substitution will be at least 
equal to 100% of the maximum amount of Base Rental Payments for all Series of Bonds becoming 
due in the then current year ending August 14 through and including each year during which any 
Series of Bonds would be Outstanding or in any subsequent year ending August 14 through and 
including each year during which any Series of Bonds would be Outstanding; 

(iv) A Certificate of the City stating that, based upon review of such instruments, 
certificates or any other matters described in such Certificate of the City, the City has good 
merchantable title to the Leased Property which will constitute the Leased Property after such 
substitution. The term “good merchantable title” means such title as is satisfactory and sufficient for 
the needs and operations of the City; 

(v) A Certificate of the City stating that such removal or substitution does not adversely 
affect the City’s use and occupancy of the Leased Property; 
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(vi) An Opinion of Counsel (as such term is defined in the Indenture) stating that such 
amendment or modification (i) is authorized or permitted by the Constitution and laws of the State 
and the Indenture; (ii) complies with the terms of the Constitution and laws of the State and of this 
Indenture; (iii) will, upon the execution and delivery thereof, be valid and binding upon the Authority 
and the City; and (iv) will not cause the interest on the Bonds to be included in gross income for 
federal income tax purposes;  

(vii) An ALTA Leasehold Title Insurance Policy meeting the requirements of the Lease 
Agreement; and 

(viii) Written Consent of the applicable Bond Insurer, Credit Facility Provider, or Liquidity 
Facility Provider. 

Base Rental Payments.  The City agrees to pay to the Authority, as Base Rental Payments for 
the use and occupancy of each Leased Unit of the Leased Property (subject to the provisions of the 
Lease Agreement) annual rental payments, in accordance with the Base Rental Payment Schedule 
attached to the Lease Agreement.  Base Rental Payments will be calculated on an annual basis, for 
the twelve-month periods commencing on August 15 and ending on August 14, except that the first 
Rental Payment Period will commence on the date of recordation of the Lease Agreement or a 
memorandum thereof in the office of the County Recorder of the County of Stanislaus, State of 
California and will end on August 14, 2009.  Thereafter, Base Rental Payments will be made in 
twelve (12) monthly installments, payable on the fifteenth (15th) day of each calendar month (each, 
together with the prior referenced semi-annual payment dates a Base Rental Payment Date).  Base 
Rental Payments for each annual period will be based upon the estimated Based Rental Payments as 
set forth in the Base Rental Payment Schedule, provided that in the event that the amount required by 
the Authority to pay the principal of and interest on the Bonds and any Related Obligations varies 
from such Base Rental Payment Schedule, the City will be obligated to increase the payment in any 
Rental Payment Period to an amount equal to the Maximum Annual Base Rental Payment payable in 
such period as set forth in such Base Rental Payment Schedule, plus any Deferred Rental as 
described in the Lease Agreement; and provided further that to the extent the Authority has received 
revenues available to pay debt service on the Bonds and any amounts due with respect to the Related 
Obligations and the Authority has deposited such revenues with the Trustee by the business day 
preceding the fifteenth (15th) day of any month in which a Base Rental Payment is due, the City will 
receive a credit to the extent of such revenues on the installment of the Base Rental Payment for said 
month. 

For the purpose of calculating the amount of Base Rental Payments relating to additional 
Series of Bonds and Related Obligations bearing interest at a variable rate, the Authority will assume 
an interest rate of twelve percent (12%) per annum or such lower rate as will be agreed to by the City 
and Authority and evidenced in a schedule attached to the Lease Agreement.  If a Series of Bonds are 
in the Fixed Rate Mode or are converted to the Fixed Rate Mode, the Base Rental Payments may be 
made on a semiannual basis pursuant to a schedule prepared by the Authority and agreed to by the 
City. 

Each annual payment of Base Rental Payments (to be payable in installments as aforesaid) 
will be for the use of the Leased Property. 

If the term of the Lease Agreement will have been extended pursuant to the Lease 
Agreement, Base Rental Payment installments will continue to be due on the fifteenth (15th) day of 
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each calendar month in each year, and payable prior thereto as described in the Lease Agreement, 
continuing to and including the date of termination of the Lease Agreement. Upon such extension of 
the Lease Agreement, the City will deliver to the Trustee a Certificate setting forth the extended 
rental payment schedule, which schedule will establish the Base Rental Payments at Maximum 
Annual Base Rental Payment or such lesser amount sufficient to pay all unpaid principal and interest 
on any Series of Bonds and Related Obligations plus interest and to pay any Reserve Facility Costs. 

The City and the Authority agree that on each day on which Base Rental Payments are 
payable during the term of the lease of the Leased Property, there will be applied as a credit against 
the Base Rental Payments payable on such date for the Leased Property the amounts by which such 
Base Rental Payments for the Leased Property when added to the funds held pursuant to the 
Indenture (other than the Reserve Fund) and available to pay debt service on the Bonds and any 
Related Obligations exceeds such payment obligations due and payable on or before the fifteenth day 
of the immediately succeeding month. 

Additional Payments.  The City will also pay such amounts (called the Additional Payments 
in the Lease Agreement) as will be required by the Authority for the payment of all costs and 
expenses incurred by the Authority in connection with the execution, performance or enforcement of 
the Lease Agreement or any pledge of Base Rental Payments payable under the Lease Agreement, 
the Indenture, the Reserve Facility, its interest and the lease of the Leased Property to the City, 
including but not limited to payment of all fees, costs and expenses and all administrative costs of the 
Authority related to the Bonds, the Related Obligations, the Leased Property and the Project, 
including, without limiting the generality of the foregoing, salaries and wages of employees, all 
expenses, compensation and indemnification of the Trustee payable by the Authority under the 
Indenture, fees and expenses of the Credit Facility Provider, including without limitation all fees 
payable pursuant to the Credit Facility Reimbursement Agreement, fees of auditors, accountants, 
auction agents, broker-dealers or attorneys, and fees and expenses payable to any applicable Bond 
Insurer, Credit Facility Provider or Liquidity Facility Provider, and all other necessary administrative 
costs of the Authority or charges required to be paid by it in order to maintain its existence or to 
comply with the terms of the Bonds or of the Indenture; but not including in Additional Payments 
amounts required to pay the principal of or interest on the Bonds or the portion of the Reserve 
Facility Costs related thereto or payments on Related Obligations or the payment of any Regular 
Swap Payments or Extraordinary Swap Payments. 

Such Additional Payments will be billed to the City by the Authority or the Trustee from time 
to time, together with a statement certifying that the amount billed has been paid by the Authority or 
by the Trustee on behalf of the Authority, for one or more of the items above described, or that such 
amount is then payable by the Authority or the Trustee for such items. Amounts so billed will be paid 
by the City to the billing party within 30 days after receipt of the bill by the City. The City reserves 
the right to audit billings for Additional Payments although exercise of such right will in no way 
affect the duty of the City to make full and timely payment for all Additional Payments. 

The Authority has issued and may in the future issue bonds and has entered into and may in 
the future enter into leases to finance facilities other than the Leased Property and the Project. The 
administrative costs of the Authority will be allocated among said facilities and the Leased Property, 
as described in this paragraph provided. The fees of the Trustee under the Indenture, and any other 
expenses directly attributable to the Leased Property will be included in the Additional Payments 
payable under the Lease Agreement. The fees of any trustee or paying agent under any indenture 
securing any additional Series of Bonds of the Authority, and any other expenses directly attributable 
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to any facilities other than the Leased Property, will not be included in the administrative costs of the 
Leased Property and will not be paid from the Additional Payments payable under the Lease 
Agreement. Any expenses of the Authority not directly attributable to any particular leased property 
or project of the Authority will be equitably allocated among all such leased property or projects, 
including the Project, in accordance with sound accounting practice. In the event of any question or 
dispute as to such allocation, the written opinion of an independent firm of certified public 
accountants, employed by the Authority to consider the question and render an opinion thereon, will 
be a final and conclusive determination as to such allocation. The Trustee may conclusively rely 
upon the Written Request of the Authority, with the approval of a duly authorized representative of 
the City, endorsed thereon, in making any determination that costs are payable as Additional 
Payments under the Lease Agreement, and will not be required to make any investigation as to 
whether or not the items so requested to be paid are expenses of operation of the Leased Property. 

Payment Provisions; Deferred Rental.  At the request of the City, the Authority is issuing the 
Series 2008 Bonds as variable rate bonds, and entering into an interest rate swap transaction in an 
effort to provide a lower cost to the City for the lease of the Leased Property.  It is contemplated by 
the parties to the Lease Agreement that the amount of Base Rental Payments to be payable by the 
City to the Authority during each Rental Payment Period will be equal to the estimated Base Rental 
Payments shown in the Base Rental Payment Schedule.  In the event that the amount needed in such 
Rental Payment Period by the Authority to pay the principal of and interest on the Bonds and any 
Related Obligations is more than the Estimated Base Rental Payments for such Rental Payment 
Period, the City will be obligated to pay up to the Maximum Annual Base Rental Payment for such 
Rental Payment Period.  Further, the City agrees that if in any year the Maximum Annual Base 
Rental Payment exceeds the amount needed by the Authority to pay the principal of and interest on 
the Bonds and any Related Obligations coming due on or before September 1 following the end of 
such Rental Payment Period, the excess amount may be deferred by the Authority, at its sole option, 
on such terms and conditions as it will determine are necessary to protect the interests of the owners 
of the Bonds and the Providers of any Related Obligations, and thereupon such excess amount (the 
Deferred Rental) need not be paid by the City to the Authority at that time, but instead will be 
deferred until such subsequent time as the Authority will have need for such payment; provided that 
the Deferred Rental will not cause the Maximum Annual Base Rental Payment in any Rental 
Payment Period to exceed 150% of the Estimated Base Rental Payment for such Rental Payment 
Period as shown in the Base Rental Payment Schedule. 

Each installment of Base Rental Payments and Additional Payments payable under the Lease 
Agreement will be paid in lawful money of the United States of America to or upon the order of the 
Authority at the corporate trust office of the Trustee, or such other place as the Authority will 
designate. Any such installment of rental accruing under the Lease Agreement which will not be paid 
when due and payable under the terms of the Lease Agreement will bear interest at the rate of twelve 
percent (12%) per annum, or such lesser rate of interest as may be permitted by law, from the date 
when the same is due under the Lease Agreement until the same will be paid. Notwithstanding any 
dispute between the Authority and the City, the City will make all Base Rental Payments and 
Additional Payments when due without deduction or offset of any kind and will not withhold any 
Base Rental Payments or Additional Payments pending the final resolution of such dispute. In the 
event of a determination that the City was not liable for said Base Rental Payments or Additional 
Payments or any portion thereof, said payments or excess of payments, as the case may be, will be 
credited against subsequent Base Rental Payments or Additional Payments due under the Lease 
Agreement or refunded at the time of such determination. Amounts required to be deposited by the 
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City with the Trustee pursuant to the Lease Agreement on any date will be reduced to the extent of 
amounts on deposit in the Revenue Fund and available therefor. 

All payments received will be applied first to the Base Rental Payments due under the Lease 
Agreement and thereafter to all Additional Payments due under the Lease Agreement, but no such 
application of any payments which are less than the total rental due and owing will be deemed a 
waiver of any default under the Lease Agreement. 

Nothing contained in the Lease Agreement will prevent the City from making from time to 
time contributions or advances to the Authority for any purpose now or hereafter authorized by law, 
including the making of repairs to, or the restoration of, the Leased Property in the event of damage 
to or the destruction of the Leased Property. 

 Appropriations Covenant.  The City covenants to take such action as may be necessary to 
include all estimated Base Rental Payments and Additional Payments due under the Lease 
Agreement in its annual budgets, and to make necessary annual appropriations for such payments, 
and for such additional amounts as required below.  The City will deliver to the Authority and the 
Trustee within ninety (90) days of adoption of the City budget copies of the portion of each annual 
City budget relating to the payment of estimated Base Rental Payments and Additional Payments 
under the Lease Agreement as so calculated.  If in any fiscal year, the amount initially budgeted is 
insufficient to pay actual Debt Service on the Bonds and payments with respect to Related 
Obligations, the City will, by supplemental budget in such fiscal year, appropriate and pay such 
additional amounts until the total amount appropriated for Base Rental Payments equals Maximum 
Annual Base Rental Payments for such year as provided in the Base Rental Payment Schedule. The 
covenants on the part of the City contained in the Lease Agreement will be deemed to be and will be 
construed to be duties imposed by law and it will 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. 

The Authority and the City understand and intend that the obligation of the City to pay Base 
Rental Payments and Additional Payments under the Lease Agreement will constitute a current 
expense of the City and will not in any way be construed to be a debt of the City in contravention of 
any applicable constitutional or statutory limitation or requirement concerning the creation of 
indebtedness by the City, nor will anything contained in the Lease Agreement constitute a pledge of 
the general tax revenues, funds or moneys of the City.  Base Rental Payments and Additional 
Payments due under the Lease Agreement will be payable only from current funds which are 
budgeted and appropriated or otherwise legally available for the purpose of paying Base Rental 
Payments and Additional Payments or other payments due under the Lease Agreement as 
consideration for use of the Leased Property. The Lease Agreement will not create an immediate 
indebtedness for any aggregate payments which may become due under the Lease Agreement in the 
event that the term of the Lease Agreement is continued. The City has not pledged the full faith and 
credit of the City, the State of California or any agency or department thereof to the payment of the 
Base Rental Payments and Additional Payments or any other payments due under the Lease 
Agreement. 

Rental Abatement.  The Base Rental Payments and Additional Payments will be abated 
proportionately during any period in which by reason of any damage or destruction (other than by 
condemnation, which is provided for in the Lease Agreement, or planned demolition as part of the 
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Project) there is substantial interference with the use and occupancy of the Leased Property by the 
City, in the proportion in which the initial cost of that portion of the Leased Property rendered 
unusable bears to the initial cost of the whole of the Leased Property. Such abatement will continue 
for the period commencing with such damage or destruction and ending with the substantial 
completion of the work of repair or reconstruction. In the event of any such damage or destruction, 
the Lease Agreement will continue in full force and effect and the City waives the benefits of 
California Civil Code Section 1932(2) and 1933(4) and of Title 11 of the United States Code, 
Section 365(h) and any and all other rights to terminate the Lease Agreement by virtue of any such 
damage or destruction. 

Notwithstanding the foregoing, such abatement will not result to the extent of moneys held 
by the Trustee under the Indenture (including, particularly, without limitation, the Reserve Fund, 
Principal Account and Interest Account), or to the extent such Base Rental Payments are made from 
proceeds of insurance and rental interruption insurance as provided in the Lease Agreement. 

 Use of Bond Proceeds.  The parties to the Lease Agreement agree that the proceeds of the 
Series 2008 Bonds, together with amounts provided with respect to the Prior Bonds, will be used to 
finance the Series 2008 Project, to establish the Reserve Fund with respect to the Series 2008 Bonds, 
and to pay the costs of issuing the Series 2008 Bonds and incidental and related expenses. The City 
agrees to act as agent of the Authority and use the proceeds to implement the Series 2008 Project 
with due diligence. 

Maintenance and Utilities.  During such time as the City is in possession of the Leased 
Property, all maintenance and repair, both ordinary and extraordinary, of the Leased Property will be 
the responsibility of the City, which will at all times maintain or otherwise arrange for the 
maintenance of the Leased Property in first class condition, and the City will pay for or otherwise 
arrange for the payment of all utility services supplied to the Leased Property, and will pay for or 
otherwise arrange for payment of the cost of the repair and replacement of the Leased Property 
resulting from ordinary wear and tear or want of care on the part of the City or any assignee or 
sublessee thereof or any other cause and will pay for or otherwise arrange for the payment of all 
insurance policies required to be maintained with respect to the Leased Property. In exchange for the 
rental provided in the Lease Agreement, the Authority agrees to provide only the Leased Property. 

Changes to the Leased Property.  Subject to the Lease Agreement, the City, at its own 
expense, will have the right to remodel the Leased Property or to make additions, modifications and 
improvements to the Leased Property. All such additions, modifications and improvements will 
thereafter comprise part of the Leased Property and be subject to the provisions of the Lease 
Agreement. Such additions, modifications and improvements will not damage the Leased Property or 
cause them to be used for purposes other than those authorized under the provisions of state and 
federal law; and the Leased Property, upon completion of any additions, modifications and 
improvements made pursuant to the Lease Agreement, will be of a value which is at least equal to the 
value of the Leased Property immediately prior to the making of such additions, modifications and 
improvements. 

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

Fire and Extended Coverage Insurance.  The City will procure or cause to be procured and 
maintain or cause to be maintained, throughout the term of the Lease Agreement, insurance against 
loss or damage to any structures constituting any part of the Leased Property by fire and lightning, 
with extended coverage insurance, vandalism and malicious mischief insurance and sprinkler system 
leakage insurance. Said extended coverage insurance will, as nearly as practicable, cover loss or 
damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke and such other hazards as are 
normally covered by such insurance. Such insurance will be in an amount equal to the replacement 
cost (without deduction for depreciation) of all structures constituting any part of the Leased 
Property, excluding the cost of excavations, of grading and filling, and of the land (except that such 
insurance may be subject to deductible clauses for any one loss of not to exceed $500,000 or 
comparable amount adjusted for inflation), or, in the alternative, will be in an amount and in a form 
sufficient (together with moneys held under the Indenture), in the event of total or partial loss, to 
enable all outstanding Bonds to be redeemed. 

In the event of any damage to or destruction of any part of the Leased Property, caused by the 
perils covered by such insurance, the Authority, except as provided in the Lease Agreement, will 
cause the proceeds of such insurance to be utilized for the repair, reconstruction or replacement of the 
damaged or destroyed portion of the Leased Property, and the Trustee will hold said proceeds 
separate and apart from all other funds, in a special fund to be designated the Insurance and 
Condemnation Fund, to the end that such proceeds will be applied to the repair, reconstruction or 
replacement of the Leased Property to at least the same good order, repair and condition as they were 
in prior to the damage or destruction, insofar as the same may be accomplished by the use of said 
proceeds.  The Trustee will permit withdrawals of said proceeds from time to time upon receiving the 
Written Request of the Authority, stating that the Authority has expended moneys or incurred 
liabilities in an amount equal to the amount therein requested to be paid over to it for the purpose of 
repair, reconstruction or replacement, and specifying the items for which such moneys were 
expended, or such liabilities were incurred. Any balance of said proceeds not required for such 
repair, reconstruction or replacement will be treated by the Trustee as Base Rental Payments and 
applied in the manner provided by the Indenture. Alternatively, the Authority, at its option, with the 
written consent of the City, and if the proceeds of such insurance together with any other moneys 
then available for the purpose are at least sufficient to redeem an aggregate principal amount of 
outstanding Bonds, equal to the amount of Base Rental Payment attributable to the portion of the 
Leased Property so destroyed or damaged (determined by reference to the proportion which the cost 
of such portion of the Leased Property bears to the cost of the Leased Property), may elect not to 
repair, reconstruct or replace the damaged or destroyed portion of the Leased Property and thereupon 
will cause said proceeds to be used for the redemption of outstanding Bonds pursuant to the 
Indenture.

As an alternative to providing the insurance required by the first paragraph above, or any 
portion thereof, the City may provide a self insurance method or plan of protection if and to the 
extent such self insurance method or plan of protection will afford reasonable coverage for the risks 
required to be insured against, in light of all circumstances, giving consideration to cost, availability 
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and similar plans or methods of protection adopted by public entities in the State of California other 
than the City. So long as such method or plan is being provided to satisfy the requirements of the 
Lease Agreement, there will be filed annually with the Trustee a statement of an actuary, an 
Insurance Consultant or other qualified person (which may be the Risk Manager of the City), stating 
that, in the opinion of the signer, the substitute method or plan of protection is in accordance with the 
requirements of the Lease Agreement and, when effective, would afford reasonable coverage for the 
risks required to be insured against. There will also be filed a Certificate of the City setting forth the 
details of such substitute method or plan. In the event of loss covered by any such self insurance 
method, the liability of the City under the Lease Agreement will be limited to the amounts in the self 
insurance reserve fund or funds created under such method. 

Rental Interruption or Use and Occupancy Insurance.  The City will procure or cause to be 
procured and maintain or cause to be maintained, rental interruption or use and occupancy insurance 
to cover loss, total or partial, of the rental income from or the use of the Leased Property as the result 
of any of the hazards covered by the insurance required by the Lease Agreement, in an amount 
sufficient to pay the part of the total rent under the Lease Agreement attributable to the portion of the 
Leased Property rendered unusable (determined by reference to the proportion which the cost of such 
portion bears to the cost of the Leased Property) for a period of at least two years, except that such 
insurance may be subject to a deductible clause of not to exceed two hundred fifty thousand dollars 
($250,000) or a comparable amount adjusted for inflation. Any proceeds of such insurance will be 
used by the Trustee to reimburse to the City any rental theretofore paid by the City under the Lease 
Agreement attributable to such structure for a period of time during which the payment of rental 
under the Lease Agreement is abated, and any proceeds of such insurance not so used will be applied 
as provided in the Lease Agreement (to the extent required for the payment of Base Rental Payments 
and to the extent required for the payment of Additional Payments) and any remainder will be treated 
as Revenue under the Indenture. 

Events of Default.  Each of the following will be an event of default under the Lease 
Agreement and the terms events of default and default means, whenever they are used in the Lease 
Agreement, any one or more of the following events: 

(a) failure by the City to pay any Base Rental Payment or Additional Payments 
payable under the Lease Agreement when the same becomes due, time being expressly declared to be 
of the essence of the Lease Agreement; 

(b) failure by the City to observe and perform any covenant, condition or 
agreement on its part to be observed or performed in the Lease Agreement or in any Facilities Lease, 
other than as referred to in clause (a) of this Section, 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, the Trustee or the Owners of not less than twenty five percent (25%) in aggregate 
principal amount of Bonds then outstanding; provided, however, if the failure stated in the notice 
cannot be corrected within the applicable period, the Authority, the Trustee and such Owners will not 
unreasonably withhold their consent to an extension of such time if corrective action is instituted by 
the City within the applicable period and diligently pursued until the default is corrected; or 

(c) 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 the filing of an involuntary 
petition in bankruptcy against the City which petition will not have been withdrawn within sixty (60) 
days, or assignment by the City for the benefit of creditors, or the entry by the City into an agreement 
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of composition with creditors, or the approval by a court of competent jurisdiction of a petition 
applicable to the City in any proceedings instituted under the provisions of the federal bankruptcy 
law or under any similar acts which may hereafter be enacted. 

Remedies on Default.  Whenever any event of default referred to in the preceding Section 
will have happened and be continuing, it will 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 in the Lease Agreement or in the Indenture to the contrary, there will 
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.  Subject to the receipt of the 
opinions set forth in subparagraph (c) below, after the occurrence of an event of default under the 
Lease Agreement, the City will surrender possession of the Leased Property to the Authority, if 
requested to do so by the Authority, or by the Trustee or the Owners in accordance with the 
provisions of the Indenture. 

(a) No Termination: Repossession and Re-Lease on Behalf of City.  In the event 
the Authority does not elect to terminate the Lease Agreement in the manner provided for in the 
Lease Agreement, the Authority, to the extent permitted by law (subject to the receipt of the opinions 
set forth in subparagraph (e) below) may, with the consent of the City, which consent is irrevocably 
given, repossess the Leased Property and re-lease it for the account of the City, in which event the 
City’s obligation will accrue from year to year in accordance with the Lease Agreement and the City 
will continue to receive the value of the use of the Leased Property from year to year in the form of 
credits against its obligation to pay Base Rental Payments.  The obligations of the City will remain 
the same as prior to such default, to pay Base Rental Payments whether the Authority re enters or 
not.  The City agrees to and will remain liable for the payment of all Base Rental Payments and the 
performance of all conditions contained in the Lease Agreement and will reimburse the Authority for 
any deficiency arising out of the re-leasing of the Leased Property, or, in the event the Authority is 
unable to re-lease the Leased Property, then for the full amount of all Base Rental Payments to the 
end of the Term of the Lease Agreement, but said Base Rental Payments and/or deficiency will be 
payable only at the same time and in the same manner as provided above for the payment of Base 
Rental Payments under the Lease Agreement, notwithstanding such repossession by the Authority or 
any suit, brought by the Authority for the purpose of effecting such repossession of the Leased 
Property or the exercise of any other remedy by the Authority. 

The City irrevocably appoints the Authority as the agent and attorney in fact of the City to 
repossess and re-lease the Leased Property, subject to the receipt of the opinions set forth in 
subparagraph (e) below, 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 Leased Property, to place such property in storage or other suitable 
place in the County in which the City is located, 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 repossession and re-leasing of the Leased Property.  
The City waives any and all claims for damage caused or which may be caused by the Authority in 
repossessing the Leased Property as provided in the Lease Agreement and all claims for damages that 
may result from the destruction of or the injury to the Leased Property and all claims for damages to 
or loss of any property belonging to the City that may be in or upon the Leased Property. 

(b) Repossession Without Effecting Surrender.  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 
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Leased Property in the event of such repossession without effecting a surrender of the Lease 
Agreement (subject in such event to the receipt by the Authority of the opinions set forth in 
subparagraph (e) below), and further agrees that no acts of the Authority in effecting such re-leasing 
will 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, but that, on the 
contrary, in the event of such default by the City the right to terminate the Lease Agreement will vest 
in the Authority to be effected in the sole and exclusive manner provided for in subparagraph below.  
The City further waives the right to any rental obtained by the Authority in excess of the Base Rental 
Payments and, to the extent permitted by law, conveys and releases such excess to the Authority as 
compensation to the Authority for its services in re-leasing the Leased Property. 

(c) Termination: Repossession and Re-Lease.  In the event of the termination of 
the Lease Agreement by the Authority at its option and in the manner provided in the Lease 
Agreement on account of default by the City (and notwithstanding any repossession of the Leased 
Property by the Authority in any manner whatsoever or the re-leasing of the Leased Property in 
accordance with the terms of the Lease Agreement), the City nevertheless agrees to pay to the 
Authority all costs, losses or damages howsoever arising or occurring payable at the same time and in 
the same manner as is provided in the Lease Agreement in the case of payment of Base Rental 
Payments.  Any proceeds of the re-lease or other disposition of the Leased Property by the Authority 
will be delivered to the Trustee for deposit first into the Interest Payment Account, and to the extent 
such account is funded to the extent then required under the Indenture, in the Principal Payment 
Account and will be applied in accordance with the provisions of the Indenture.  Neither notice to 
pay rent or to deliver up possession of the Leased Property given pursuant to law nor any proceeding 
taken by the Authority to recover possession of the Leased Property will of itself operate to terminate 
the Lease Agreement, and no termination of the Lease Agreement on account of default by the City 
will be or become effective by operation of law, or otherwise, unless and until the Authority will 
have obtained the opinions set forth in subparagraph (e) below and given written notice to the City of 
the election on the part of the Authority to terminate the Lease Agreement.  The City covenants and 
agrees that no surrender of the Leased Property for the remainder of the Term of the Lease 
Agreement or any termination of the Lease Agreement will be valid in any manner or for any 
purpose whatsoever unless stated or accepted by the Authority by such written notice.  No such 
termination will be effected either by operation of law or act of the parties to the Lease Agreement, 
except only in the manner expressly provided in the Lease Agreement. 

The Authority and City agree that Section 1951.2 of the California Civil Code will apply to 
the Lease Agreement and that upon such termination, the Authority may recover, in addition to all 
other damages available by contract or at law, from the City: (i) the worth at the time of award of the 
unpaid rental which had been earned at the time of termination; (ii) the worth at the time of award of 
the amount by which the unpaid rental which would have been earned after termination until the time 
of award exceeds the amount of such rental loss that the City proves could have been reasonably 
avoided; (iii) the worth at the time of award of the amount by which the unpaid rental for the balance 
of the term after the time of the award exceeds the amount of such rental loss that the City proves 
could have been reasonably avoided; and (iv) any other amount necessary to compensate the 
Authority for all the detriment proximately caused by the City’s failure to perform its obligations 
under the Lease Agreement or which in the ordinary course of things would be likely to result 
therefrom.  The worth at the time of award of the amounts referred to in clauses (i), (ii) and 
(iii) above is computed by allowing interest at the legal rate of interest per annum at which judgments 
for money in the State of California bear interest. 
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(d) Exceptions: City-County Administration Building, Parking Garage and 
Communications Center.  Notwithstanding the foregoing, the Authority, or the Trustee acting on 
behalf of the Authority, will have no right to repossess or reenter the Leased Unit comprising the 
City-County Administration Building until the Authority, or the Trustee acting on behalf of the 
Authority, has first offered to the County in writing notice that the County is entitled to assume the 
City’s obligations under the Lease Agreement with respect to the City-County Administration 
Building, including but not limited to the obligation of the City to pay Base Rental Payments with 
respect thereto.  The County will respond in writing to the Authority, or the Trustee, as applicable, no 
later than 30 days following the receipt of such notice.  In the event the County determines not to 
assume City’s obligations under the Lease Agreement with respect to the City-County 
Administration Building, the Authority or the Trustee, as applicable, may thereupon proceed to 
repossess or reenter such facility or pursue any other remedy provided in the Lease Agreement.  The 
parties to the Lease Agreement acknowledge that the provisions set forth in this paragraph are 
intended to permit the County to protect its interests in and to the City-County Administration 
Building and as such the parties to the Lease Agreement acknowledge that the County is a third-party 
beneficiary of this Agreement insofar as the County would be entitled to assume the City’s 
obligations with respect to the City-County Administration Building. 

 Notwithstanding the foregoing, in accordance with the Master Agreement the Financing 
Agency will be entitled, upon the occurrence of an Event of Default under the Lease Agreement and 
a decision by the Trustee to terminate the Lease Agreement in accordance with the Lease Agreement, 
to exercise its right of first refusal with respect to the purchase of the Parking Garage, and the 
Authority, or the Trustee acting on behalf of the Authority, will cause to be delivered to the 
Financing Agency notice of the occurrence of an Event of Default under the Lease Agreement.  The 
purchase price for the Parking Garage will be the principal amount of the Base Rental Payments due 
and owing with respect to the Parking Garage, together with interest due on said principal amounts to 
the date such purchase is exercised.  The Financing Agency will within 30 days of the receipt of said 
notice respond to the Authority, or the Trustee acting on behalf of the Authority, whether the 
Financing Agency intends to purchase the Parking Garage.  If the Financing Authority elects to 
purchase the Parking Garage, the proceeds of sale will be delivered to the Trustee and applied first to 
delinquent Lease Payments and then to Lease Payments as they come due.  In the event the 
Financing Agency determines not to exercise its right to purchase the Parking Garage, the Authority 
or the Trustee, as applicable, may thereupon proceed to exercise its remedies as provided in the 
Lease Agreement.  The parties to the Lease Agreement acknowledge that the provisions set forth in 
this paragraph are intended to permit the Financing Agency to protect its interests in and to the 
Parking Garage and as such the parties to the Lease Agreement acknowledge that the Financing 
Agency is a third-party beneficiary of the Lease Agreement insofar as the Financing Agency would 
be entitled to exercise the right of first refusal with respect to the purchase of the Parking Garage 
from the Authority, or the Trustee acting on behalf of the Authority. 

In the event the County or the Financing Agency, as the case may be, determines to exercise 
their respective rights as set forth above, the applicable Bond Insurer, Credit Facility Provider or 
Liquidity Facility Provider will be immediately notified; provided however, that no action by the 
County or the Financing Agency to exercise any rights under the Lease Agreement will limit the 
rights and remedies of the applicable Bond Insurer, Credit Facility Provider or Liquidity Facility 
Provider under the Lease Agreement. 

In addition, the Authority, or the Trustee acting on behalf of the Authority, will have no right 
to repossess or reenter Communications Dispatch Center, the sole remedy of the Authority or the 
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Trustee, as applicable, being to seek payment of Base Rental Payments therefor as and when the 
same become due. 

(e) Opinion of Bond Counsel.  The repossession and/or re-leasing of the Leased 
Property, or the termination of the Lease Agreement as provided in subparagraph (b) above, will be 
subject to the written consent of the Authority (which consent will not be unreasonably withheld) and 
the opinion of Bond Counsel addressed to the Authority that such repossession and/or re-leasing, or 
termination of the Lease, as applicable, will not adversely affect the exclusion of interest on the 
Bonds from gross income for federal income tax purposes and the exemption of interest on the Bonds 
from State of California personal income taxes; provided however, the Trustee will not be required to 
obtain such opinions provided it has received the consent of a majority in aggregate principal amount 
of Bonds outstanding. 

No Remedy Exclusive.  No remedy conferred in the Lease Agreement upon or reserved to the 
Authority is intended to be exclusive and every such remedy will be cumulative and will be in 
addition to every other remedy given under the Lease Agreement or now or hereafter existing at law 
or in equity.  Without limiting the generality of the foregoing, the Authority may bring an action or 
suit in equity (i) to require the City and its trustees, officers and employees to account as trustee of an 
express trust, (ii) to enjoin any acts or things which may be unlawful or in violation of the rights of 
the Authority, or (iii) by mandamus to enforce the Authority’s rights against the City (and its officers 
and employees) and to compel the City to perform and carry out its duties and obligations under the 
law and its covenants and agreements with the Authority as provided in the Lease Agreement.  No 
delay or omission to exercise any right or power accruing upon any default will impair any such right 
or power or will 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 will not be necessary to give any notice, 
other than such notice as may be required in the Lease Agreement or by law. 

Application of the Proceeds from the Re-Lease of the Leased Property.  All amounts received 
by the Authority under the Lease Agreement will be credited towards the Base Rental Payments in 
order of Lease Payment Date. 

Eminent Domain.  If the whole of the Leased Property or so much thereof as to render the 
remainder unusable for the purposes for which it was used by the City will be taken under the power 
of eminent domain, the term of the Lease Agreement will cease as of the day that possession will be 
so taken. If less than the whole of the Leased Property will be taken under the power of eminent 
domain and the remainder of the Leased Units is usable for the purposes for which it was used by the 
City at the time of such taking, then the Lease Agreement will continue in full force and effect as to 
such remainder, and the parties waive the benefits of any law to the contrary, and in such event there 
will be a partial abatement of the Base Rental Payments due under the Lease Agreement in an 
amount equivalent to the amount by which the annual payments of principal and interest on the 
Outstanding Bonds will be reduced by the application of the award in eminent domain to the 
redemption of outstanding Bonds. So long as any of the Bonds will be outstanding, any award made 
in eminent domain proceedings for taking the Leased Property or any of the Leased Units thereof 
will be paid to the Trustee and applied to the prepayment of the Base Rental Payments as provided in 
the Lease Agreement. Any such award made after all of the Base Rental Payments and Additional 
Payments have been fully paid, or provision therefor made, will be paid to the to the City. 
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Prepayment.

(a) The City will prepay on any date from insurance (including proceeds of title 
insurance) and eminent domain proceeds, to the extent provided in the Lease Agreement (provided, 
however, that in the event of partial damage to or destruction of the Leased Property caused by perils 
covered by insurance, if in the judgment of the Authority the insurance proceeds are sufficient to 
repair, reconstruct or replace the damaged or destroyed Leased Unit of the Leased Property, such 
proceeds will be held by the Trustee and used to repair, reconstruct or replace the damaged or 
destroyed Leased Unit of the Leased Property, pursuant to the procedure set forth in the Lease 
Agreement for proceeds of insurance), all or any part of Base Rental Payments then unpaid so that 
the aggregate annual amounts of Base Rental Payments which will be payable after such prepayment 
date will be as nearly proportional as practicable to the aggregate annual amounts of Base Rental 
Payments unpaid prior to the prepayment date (taking into account the reduction in Base Rental 
Payments allocable to future interest on the Bonds that are redeemed), at a prepayment amount equal 
to the redemption payment of the maximum amount of Bonds, including the principal thereof and the 
interest thereon to the date of redemption, plus any applicable premium redeemable from such 
proceeds.

(b) The City may prepay, from any source of available funds, all or any portion 
of Base Rental Payments by depositing with the Trustee moneys or securities as provided in the 
Indenture sufficient to defease or redeem all or a portion of a Series of Bonds corresponding to such 
Base Rental Payments when due; provided that the City furnishes the Trustee with an Opinion of 
Counsel that such deposit will not cause interest on such Series of Bonds to be includable in gross 
income for federal income tax purposes. The City agrees that if following such prepayment the 
Leased Property are damaged or destroyed or taken by eminent domain, it is not entitled to, and by 
such prepayment waives the right of, abatement of such prepaid Base Rental Payments and will not 
be entitled to any reimbursement of such Base Rental Payments. 

(c) Before making any prepayment pursuant to the Lease Agreement, the City 
will, within five (5) days following the event creating such right or obligation to prepay, give written 
notice to the Authority and the Trustee describing such event and specifying the date on which the 
prepayment will be made, which date will be not less than forty-five (45) days from the date such 
notice is given. 

(d) When (i) there will have been deposited with the Trustee at or prior to the due 
dates of the Base Rental Payments or the date when the City may exercise its option to purchase the 
Leased Property or any of the Leased Unit thereof, in trust for the benefit of the Owners of the Bonds 
and irrevocably appropriated and set aside to the payment of the Base Rental Payments or option 
price, sufficient moneys and Permitted Investments described in the Indenture, not redeemable prior 
to maturity, the principal of and interest on which when due will provide money sufficient to pay all 
principal, premium, if any, and interest on the Bonds to the due date of the Bonds or date when the 
City may exercise its option to purchase the Leased Property, as the case may be; (ii) all 
requirements of the Indenture have been satisfied; and (iii) an agreement will have been entered into 
with the Trustee for the payment of its fees and expenses so long as any of the Bonds will remain 
unpaid, then and in that event the right, title and interest of the Authority in, and the obligations of 
the City under, the Lease Agreement will thereupon cease, terminate, become void and be completely 
discharged and satisfied (except for the right of the Authority and the obligation of the City to have 
such moneys and such Permitted Investments applied to the payment of the Base Rental Payments or 
option price) and the Authority’s interest in and title to the Project or applicable portion or item 
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thereof will be transferred and conveyed to the City. In such event, the Authority will cause an 
accounting for such period or periods as may be requested by the City to be prepared and filed with 
the Authority and evidence such discharge and satisfaction, and the Authority will pay over to the 
City as an overpayment of Base Rental Payments all such moneys or Permitted Investments held by 
it pursuant to the Lease Agreement other than such moneys and such Permitted Investments as are 
required for the payment or prepayment of the Base Rental Payments or the option price and the fees 
and expenses of the Trustee, which moneys and Permitted Investments will continue to be held by 
the Trustee in trust for the payment of Base Rental Payments or the option price and the fees and 
expenses of the Trustee, and will be applied by the Authority to the payment of the Base Rental 
Payments or the option price and the fees and expenses of the Trustee. 

 Tax Covenants.  

The City and the Authority will not make any use of the proceeds of the obligations provided 
in the Lease Agreement or any other funds of the City or the Authority which will cause such 
obligations to be “arbitrage bonds” subject to federal income taxation by reason of Section 148 of the 
Code. The City and the Authority will not make any use of the proceeds of the obligations provided 
in the Lease Agreement or any other funds of the City or the Authority which will cause such 
obligations to be “federally guaranteed” and subject to inclusion in gross income for federal income 
tax purposes by reason of Section 149(b) of the Code. To that end, so long as any rental payments are 
unpaid, the City and the Authority, with respect to such proceeds and such other funds, will comply 
with all requirements of such Sections 148 and 149(b) and all regulations of the United States 
Department of the Treasury issued thereunder to the extent that such requirements are, at the time, 
applicable and in effect. 

The City further covenants that it will not use or permit the use of the facilities financed or 
refinanced by the proceeds of the Bonds by any person not an “exempt person” within the meaning 
of Section 141(a) of the Code or by an “exempt person” (including the City) in an “unrelated trade or 
business,” in such manner or to such extent as would result in the inclusion of interest received under 
the Lease Agreement in gross income for federal income tax purposes under Section 103 of the Code. 

If at any time the City is of the opinion that for purposes of this Section it is necessary to 
restrict or limit the yield on or change in any way the investment of any moneys held by the Trustee 
or the City or the Authority under the Lease Agreement or the Indenture, the City will so instruct the 
Trustee or the appropriate officials of the City in writing, and the Trustee or the appropriate officials 
of the City, as the case may be, will take such actions as may be necessary in accordance with such 
instructions.

In furtherance of the covenants of the City set forth in this Section, the City will comply with 
the Tax Certificate and will instruct the Trustee in writing as necessary to comply with the Tax 
Certificate. The Trustee and the Authority may conclusively rely on any such written instructions, 
and the City agrees to hold harmless the Trustee and the Authority for any loss, claim, damage, 
liability or expense incurred by the Authority for any actions taken by the Authority in accordance 
with such instructions. 

The City and the Authority will at all times do and perform all acts and things permitted by 
law which are necessary or desirable in order to assure that the interest on the Bonds will be excluded 
from gross income for federal income tax purposes and will take no action that would result in such 
interest not being excluded from gross income for federal income tax purposes. 
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Continuing Disclosure.  Any Series of Bonds is exempt from the requirements of Rule 15c2-
12 of the Securities and Exchange Commission, including the continuing disclosure requirements of 
paragraph (b)(5) of the Rule, so long as such Series of Bonds bear interest at the Daily Rate or 
Weekly Rate.  If a New Mode is established for a Series of Bonds, such Series may become subject 
to the continuing disclosure requirements of the Rule and, in such event, the City covenants to 
comply with the applicable requirements of the Rule which include, among other things, entering 
into an undertaking to provide, for the benefit of the holders of such Series of Bonds, certain 
continuing disclosure information as required by the Rule.  Notwithstanding any other provision of 
the Lease Agreement, failure of the City to comply with the Rule will not be considered an event of 
default under the Lease Agreement; however, the Trustee may (and, at the request of any 
Participating Underwriter (as defined in the Rule) or the Holders of at least 25% aggregate principal 
amount of such Series of Bonds Outstanding and provided satisfactory indemnification is provided to 
the Trustee, will) or any Bondholder may take such actions as may be necessary and appropriate, 
including seeking mandate or specific performance by court order, to compel the City to comply with 
its obligations under the Lease Agreement. 

THE FACILITIES LEASES 

Pursuant to the Facilities Lease (Communications Building), the City, as lessor with respect 
to the Communications Building, will lease the City’s undivided one-half interest in and to the 
Communications Building, together with its interest in the Site upon which such facility is located, to 
the Authority.  Pursuant to the Facilities Lease (City County Administration Building), the Financing 
Authority, as lessor with respect to the City-County Administration Building, will lease the City’s 
interest in and to the City-County Administration Building, together with its interest in common 
areas, to the Authority.  Pursuant to the Facilities Lease (Parking Garage), the Redevelopment 
Agency, as lessor with respect to the Parking Garage, will lease the City’s interest in and to the 
Parking Garage, to the Authority.  Pursuant to the Facilities Lease (Police Facilities and 
Miscellaneous Facilities Lease), the City, as lessor with respect to the Police Facilities and 
Miscellaneous Facilities, will lease the City’s interest in and to the Police Facilities and 
Miscellaneous Facilities, to the Authority. 

The term of the Facilities Leases will commence August 28, 2008 and remain in effect until 
the term of the Lease expires.  However, if Lease Payments due under the Lease Agreement remain 
unpaid at the expiration of the Lease Agreement term, then the Facilities Leases shall not terminate 
until the later of March 1, 2046, the date on which the Bonds have been paid in full, or the expiration 
of the term of any lease executed and delivered in the event of default under the Lease Agreement by 
the City.  The City’s interest in the Communications Building, the City-County Administration 
Building, the Parking Garage and the Police Facilities and Miscellaneous Facilities will be 
simultaneously leased by the Authority to the City pursuant to the Lease Agreement and title to such 
facilities will remain in the City, the Financing Agency or the Redevelopment Agency, as the case 
may be, during the term of the Facilities Leases. 
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APPENDIX B 

CERTAIN INFORMATION REGARDING THE CITY 

The Bonds are special limited obligations of the Authority payable solely from and secured 
solely by the Revenues pledged in the Indenture; they are not a debt of the City.  However, the Base 
Rental Payments payable by the City pursuant to the Lease Agreement are expected to be a 
substantial component of the Revenues.  The following information with respect to the City is 
presented in that context.  Additional information with respect to the City contained in its 
comprehensive annual financial report for the fiscal year ended June 30, 2007.  A copy of that report 
is set forth in Appendix C. 

General 

The City, which is the county seat of Stanislaus County, was incorporated in 1884.  It is 
located in the center of the northern San Joaquin Valley, approximately 93 miles east of the City and 
County of San Francisco; and it encompasses an area of approximately 36 square miles. 

The City operates under a council-manager form of government pursuant to a charter initially 
adopted in 1951.  The City Council of the City (the “City Council”) consists of seven elected 
members; it appoints the City Clerk and Auditor, the City Attorney, and the City Manager.  The City 
Manager heads the executive branch of government, implements the directives and policies of the 
City Council and manages the administrative and operational functions through the various 
department heads who are appointed by the City Manager. 

The City provides the full range of services normally associated with a municipality 
including police and fire protection, highways and streets, parks and recreation, library, planning and 
zoning, building and engineering, various maintenance services and administration.  The City also 
provides parking and airport facilities and water, sewer, storm drainage and bus service.  The school 
districts in the City are separate governmental entities which receive no funding from the City. 

Population 

The following table represents historical population statistics for the City, the County of 
Stanislaus (the “County”) and the State. 

CITY OF MODESTO 
Population Estimates(1) 

Calendar Year City of Modesto Stanislaus County State of California 
2008 209,936 525,903 38,049,462 
2007 208,150 518,938 37,559,440 
2006 207,096 511,848 37,114,598 
2005 207,029 503,003 36,675,346 
2004 206,861 493,515 36,199,342 
2003 203,813 483,705 35,652,700 
2002 199,398 472,185 35,063,959 

    
(1) As of January 1. 
Source: California State Department of Finance, Population Estimates for Cities, Counties and State, 2002-2008 with 2000 

Benchmark. 
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Employee Relations 

The City had approximately 1,305 authorized and funded full-time positions and currently 
has approximately 1,227 actual full-time employees for fiscal year 2008-09 and approximately 
1,363 authorized full-time positions and approximately 1,233 actual full-time employees for fiscal 
year 2007-08.  City employees are represented by six labor organizations, the principal of which is 
Modesto City Employees Association which represents approximately 37% of all City employees in 
a variety of classifications. 

Approximately 95% of all City employees are covered under negotiated agreements.  The 
current agreements have expiration dates as follows: 

Modesto City Firefighters Association December 20, 2010 

Modesto Police Management Association June 22, 2009 

Modesto Police Officers Association December 22, 2008 

Modesto City Employees Association July 23, 2007 

Modesto Police Non-sworn Association June 23, 2008 

Modesto Confidential & Management Assoc June 23, 2008 
 

In August 2005, approximately 200 Modesto City Employees Association (the 
“Association”) employees (field, clerical and technical) engaged in a one-day job action and 
picketing following impasse in the contract negotiations.  No city services were disrupted as a result 
of the job action.  The Association subsequently reached agreement with the City on a contract which 
expired in July 2007.  The City is currently in negotiations with the Association, as well as two other 
associations whose contracts have recently expired. 

On March 14, 2007 the City reached a settlement in the amount of $3.25 million with three 
employees who alleged gender discrimination, harassment and retaliation.  The City expects to pay 
the settlement amount from its General Fund and its insurance liability fund and does not expect such 
payment will have an adverse effect on the City’s ability to make Base Rental Payments under the 
Lease Agreement.  As of July 3, 2008, two of the three installment payments required under the 
settlement had been made. 

Insurance 

The City is exposed to various risks of loss related to torts, damage to and loss of assets, 
errors and omissions, injuries to and illness of employees, and natural disasters.  The City maintains 
an Insurance Internal Service Fund to account for and finance its risks of loss.  Under this program, 
the City is self-insured for the following risks up to the maximum amount per claim shown:  
workers’ compensation - $750,000; liability - $1,000,000; and dental care - $1,200.  The City no 
longer self-insures for risks associated with employee illnesses and instead offers a variety of 
commercial plans to its employees.  The City obtains commercial insurance for property loss, airport 
liability, and for claims in excess of the preceding self-insured coverage amounts. 

For liability claims the City is one of twelve members of the Authority for California Cities 
Excess Liability (“ACCEL”) risk pool, which provides workers’ compensation insurance and general 
liability insurance for the member agencies.  This pool covers City claims between $1,000,000 and 



 

B-3 
 

$5,000,000.  The City contributes its pro rata share of anticipated losses to the pool.  Should actual 
losses be greater than anticipated, the City will be assigned its pro rata share of the deficiency.  
Conversely, if actual losses are less than anticipated, the City will be refunded its pro rata share of 
the excess.  Total claims in the pool are estimated to be $3,949,916 for fiscal year 2007-08.  
Commercial insurance covers claims over $5,000,000 in three excess layers of $10,000,000 each for 
an additional $30,000,000 per claim.  Settled claims have not exceeded the commercial coverage in 
any of the past five fiscal years.   

Employee Retirement System 

Retirement Plan.  The City contributes to the Public Employees’ Retirement System of the 
State of California (“PERS”), an agent multiple-employer public employee retirement program that 
acts as a common investment and administrative agent for participating entities in California.  The 
City’s total pension cost for the fiscal year 2006-07 was $18,516,775.  The City’s payments to PERS 
for fiscal year 2007-08 are estimated to be approximately $19,308,565.  The General Fund share of 
this amount equals $14,430,384. 

All full-time City employees are eligible to participate in the retirement program.  Benefits 
vest after five years of service.  Safety (fire and police) employees who retire at or after age 50 are 
entitled to an annual retirement benefit payable monthly for life in an amount equal to 3% percent of 
their average salary during the highest-paid 1-year period of employment, multiplied by their years of 
service.  All other covered employees may retire at age 55, with an annual benefit payable monthly 
for life equal to 2% percent of their average salary during the highest-paid 1-year period of 
employment, multiplied by their years of service.  These employees may retire at age 50 with a 
reduced benefit at retirement.  The retirement program also provides death and disability benefits.  
These benefit provisions and all other requirements are established by state statute and City 
ordinance.  Under GASB 27, an employer reports an annual pension cost (APC) equal to the annual 
required contribution (ARC) plus an adjustment for the cumulative difference between the APC and 
the employer’s actual plan contributions for the year. 

The City pays most of the required employee contribution to the program, which totals 9% 
percent for safety and 7% percent for miscellaneous employees, in accordance with contractual 
agreements.  The City is required to contribute the remaining amounts necessary to fund the benefits 
for its members, using the actuarial basis adopted by the PERS Board of Administration.  The current 
rate is 9.528% of the annual covered payroll for miscellaneous employees and 23.562% for safety 
employees. 

In addition to the pension benefits described above, the City provides health care benefits to 
employees who retire from the City under contractual arrangement with all employee groups.  All 
full-time employees, except firefighters who receive a cash payout, are eligible to set-aside a 
percentage of accumulated sick leave upon retirement to be used for contributions towards future 
healthcare premiums to a choice of several insurance plans.  The City has no obligation to make 
health contributions for retirees who have no accumulated sick leave.  The estimated liability for 
current retirees’ future City contributions was $18,044,787 as of December 1, 2006.  The estimated 
current portion thereof, $2,500,000, is fully funded.  The long-term portion thereof is partially 
funded, with the balance being funded over time by charges to the City’s operating funds.  The City 
reports the current and long-term portions of this liability in the Employee Benefits Management 
Fund as part of the compensated absences liability balances.  For firefighters, the City’s obligation 
for retiree health benefits is not a function of accumulated sick leave.  Firefighters are covered under 
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PERS Health plans and the City has a statutory obligation to make designated contributions to fund 
firefighters’ retiree health premiums.  The current statutory contribution is $97.00 per month. 

In June 2004, the Governmental Accounting Standards Board (“GASB”) issued Statement 
No. 45 (“GASB 45”), which addresses how state and local governments should account for and 
report their costs and obligations related to post-employment health care and other non-pension 
benefits (“OPEB”).  GASB 45 generally requires that employers account for and report the annual 
cost of OPEB and the outstanding obligations and commitments related to OPEB in essentially the 
same manner as they currently do for pensions.  Annual OPEB costs for most employers will be 
based on actuarially determined amounts that, if paid on an ongoing basis, generally would provide 
sufficient resources to pay benefits as they come due.  The provisions of GASB 45 may be applied 
prospectively and do not require governments to fund their OPEB plans.  An employer may establish 
its OPEB liability at zero as of the beginning of the initial year of implementation.  However, the 
unfunded actuarial liability is required to be amortized over future periods on the income statement.  
GASB 45 also established disclosure requirements for information about the plans in which an 
employer participates, the funding policy followed, the actuarial valuation process and assumptions, 
and for certain employers, the extent to which the plan has been funded over time.  These disclosure 
requirements were effective for the City’s fiscal year 2007-08.  GASB 45 may result in an increase in 
the annual expense recognized by the City for post retirement health care benefits.  The City has 
retained the services of an actuary to determine the extent of the City’s OPEB liability.  The amount 
of the liability and the increase in the annual expense to be recognized, if any, has not yet been 
determined by the City.   

Investment Policy 

The City invests its funds in accordance with the City’s Investment Policy (the “Investment 
Policy”), adopted by the City Council in 1984 and most recently amended in 2008.  In accordance 
with Sections 53601 et seq. of the California Government Code, idle cash management and 
investment transactions are the responsibility of the City Finance Director/Treasurer.  Investments 
permitted under the Investment Policy include the following: 

• Bonds issued by the City. 
• United States Treasury notes, bonds, bills or certificates of indebtedness. 
• Registered State of California warrants, treasury notes or bonds. 
• Bonds, notes, warrants or indebtedness of local agencies within the State. 
• Commercial paper of “prime” quality. 
• Certificates of deposit and negotiable certificates of deposit. 
• Investment in repurchase agreements or reverse repurchase agreements. 
• Medium-term corporate notes. 
• State of California Local Agency Investment Fund (LAIF). 
• California Asset Management Program. 

Funds are invested in the following order of priority: 

• Safety- Preservation of principal and interest. 
• Liquidity- Ability to readily convert investment to cask when needed. 
• Yield - potential dollar earnings on an investment. 
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The City’s cash management system is designed to accurately monitor and forecast 
expenditures and revenues, thus enabling the City to invest funds to the fullest extent possible.  The 
City attempts to obtain the highest yield when selecting an investment, provided the criteria for 
safety and liquidity are met. 

Budgetary Process 

The fiscal year of the City begins on the first day of July of each year and ends on the 30th 
day of June of the following year.  Measure M, which was passed by voters in February 2008, 
requires the City’s Mayor to take responsibility for the development of the annual budget. 

At such date as the City Manager and Mayor determine, each department head must furnish 
to each of them an estimate of revenues and expenditures for such department for the ensuing fiscal 
year, detailed in such manner as may be prescribed by the City Manager and Mayor.  In preparing the 
proposed budget, the City Manager and Mayor review the estimates, hold conferences thereon with 
the respective department heads, and revise the estimates as they deem advisable. 

Prior to the beginning of each fiscal year, the Mayor submits the proposed budget to the 
City’s Finance Committee.  After reviewing and making such revisions as it deems advisable, the 
City Finance Committee recommends the proposed budget with revisions, if any, to the City Council.  
The City Council determines the time and place for a public hearing thereon and causes to be 
published a notice thereof not less than ten days prior to the hearing date.  Copies of the proposed 
budget are available for inspection by the public in the office of the City Clerk at not less than ten 
days prior to the hearing.  At the conclusion of the public hearing, the City Council further considers 
the proposed budget and makes revisions thereto that it deems advisable.  On or before June 30 of 
each year, it adopts the budget with revisions, if any, by the affirmative vote of at least a majority of 
the total members of the City Council. 

From the effective date of the budget, the several amounts stated as proposed expenditures 
become appropriated to the several departments, offices and agencies for the objects and purposes 
named.  In accordance with the City’s financial policies, certain appropriations may be amended with 
the signed authorization of the City Manager, subsequent to the adoption of the original budget.  At 
any public meeting after the adoption of the budget, the City Council may amend or supplement the 
budget by a resolution adopted by the majority vote of the City Council.  All operating appropriations 
lapse at the end of the fiscal year to the extent that they have not been expended or lawfully 
encumbered.  Appropriations related to Capital Improvement Projects and those deemed to be multi-
year appropriations shall continue into each succeeding year until they are either fully expended or 
cancelled in accordance with the City’s budget policy. 

The City Council employs, at the beginning of each fiscal year, an independent certified 
public accountant who, at such time or times as specified by the City Council, at least annually, and 
at such other times as the City Council shall determine, examines the financial statements of the City 
in accordance with generally accepted auditing standards, including such tests of the accounting 
records and such other auditing procedures as such accountant considers necessary.  As soon as 
practicable after the end of the fiscal year, the audited Comprehensive Annual Financial Report and 
management letter are submitted by such accountant to the Audit Committee. 

Following is a table which shows the adopted final and actual General Fund Budget for 
Fiscal Year 2007-08 and the adopted General Fund Budget for Fiscal Year 2008-09.  In early 
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July 2008, the City noted that actual revenue receipts for fiscal year 2007-08 were below 
expectations in several areas.  In addition, the Stanislaus County Assessor re-assessed all homes sold 
during the period from 2003 to 2008.  This caused the tax roll assessed values for the City to 
decrease by $1.2 billion and the effect this had on revenues was reflected as a decrease in the 
estimated property tax related revenues of $2.3 million.  The current estimates for all revenues are 
reflected in the table below under the column “Current Projection” for fiscal year 2008-09.  

In response to the newly revised revenue projections, the City has frozen all hiring and will 
implement budget reductions amounting to 10% or more for some departments in order to preserve 
the City’s unrestricted fund balance at the 8% level per the City’s budget policy. 
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CITY OF MODESTO 
General Fund Budgets 

For Fiscal Years 2007-08 and 2008-09 

 

Revised 
Budget  
2007-08 

Adopted 
Budget  
2008-09 

Current  
Projection 
2008-09 

Variance with 
Adopted Final 

Budget 

Revenues:     
 Taxes  $ 50,849,442  $ 53,196,365  $ 47,841,469  $ (5,354,896) 
 Licenses and permits   90,061   89,700   89,700   - 
 Intergovernmental   47,165,440   47,272,953   45,876,526   (1,396,427) 
 Charges for services (1)   15,218,436   16,637,822   15,937,822   (700,000) 
 Special assessments levied   158,500   31,000   31,000   - 
 Interest and rent   525,500   423,900   423,900   - 
 Net Increase in Fair Value of 

Investments 
   200,000   200,000   - 

 Fines and forfeitures   1,408,000   1,290,000   1,290,000   - 
 Miscellaneous   3,002,680   1,936,914   1,910,402   (26,512) 
TOTAL REVENUES  $118,418,059  $ 121,078,654  $113,600,819  $ (7,477,835) 
     
Expenditures and Transfers:     
 General Government  $ 12,600,757  $ 12,839,310  $ 11,998,068  $ (841,242) 
 Community Development   7,318,214   7,768,797   6,640,054   (1,128,743) 
 Public works   5,473,899   4,337,254   4,099,852   (237,402) 
 Parks and recreation   12,757,748   11,898,007   11,239,107   (658,900) 
 Public Safety   80,977,632   80,901,576   76,335,487   (4,566,089) 
 Other on-going expenditures   1,487,432   2,242,846   2,183,859   (58,987) 
Debt Service:     
 Principal Retirement   -   -   -   - 
 Interest   -   -   -   - 
TOTAL EXPENDITURES  $120,615,682  $ 119,987,790  $112,496,427  $ (7,491,363) 
Excess of revenues over expenditures   (2,197,623)   1,090,864  $ 1,104,392  
     
Other Financing Sources (Uses):     
 Transfers In  $ 6,557,376  $ 4,684,937  $ 4,684,937  
 Transfers Out   (7,853,471)   (6,606,228)   (6,606,228)  
 Loan forgiveness   1,810,000   -   -  
TOTAL OTHER FINANCING 

SOURCES (USES) 
 $ 513,905  $ (1,921,291)  $ (1,921,291)  

     
NET CHANGE IN FUND 

BALANCE 
 $ (1,683,718)  $ (830,427)   (816,899)  

     
FUND BALANCES, July 1  $ 12,147,386  $ 10,463,668  $ 10,463,668  
     
FUND BALANCES, June 30  $ 10,463,668  $ 9,633,241  $ 9,646,769  
    
(1) Includes indirect cost recovery 
Source:  City of Modesto Financial Statements and City of Modesto Finance Department. 
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Financial Statements 

The accounting policies of the City of Modesto conform to generally accepted accounting 
principles.  The audited financial statements of the City for the fiscal year ended June 30, 2007 are 
set forth in Appendix C.   

Accounts of the City are organized on the basis of funds and account groups each of which is 
considered a separate accounting entity.  Operations of each fund are accounted for with a separate 
set of self-balancing accounts.  The various funds are grouped into broad categories, as follows:  
Governmental Funds (General, Special Revenue, Capital Projects and Debt Service), Proprietary 
Funds (Enterprise Funds, including the Sewer, Water, Parking, Airport, Golf Course and Community 
Center Funds; and Internal Service Funds) and Fiduciary Funds (Agency). 

All Governmental Funds and Fiduciary Funds use the modified accrual basis of accounting.  
The Proprietary Funds use the accrual basis of accounting. 

The General Fund is the general operating fund of the City and is used to account for all 
financial resources except those required to be accounted for in another fund.  Revenues and 
expenditures in the City’s General Fund for fiscal years 2003-04 through 2007-08 (estimated) are 
shown in the following table.  Taxes, Intergovernmental Revenues, Charges for Services, and 
Miscellaneous Revenue are the City’s major sources of revenues.  In fiscal year 2007-08, Taxes and 
Intergovernmental Revenues are estimated to be 42.9% and 39.8% respectively, of General Fund 
revenues, followed by Charges for Services, 12.8% and Miscellaneous Revenue, 2.5%.  Major Fiscal 
Year 2007-08 General Fund expenditures are estimated at 67.1% for Public Safety, 10.4% for 
General Government, and 10.5% for Parks and Recreation. 

Summary Financial Information 

The following tables present a statement of revenues, expenditures, and changes in fund 
balance for the City’s General Fund and the City’s General Fund balance sheet for the fiscal years 
ended June 30, 2004 through 2008 (estimated) prepared by the City of Modesto Finance Department 
based on the City’s audited financial statements for fiscal years ended June 30, 2004 through 
June 30, 2007 and the most recent budget estimates for the fiscal year ended June 30, 2008.   
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CITY OF MODESTO 
Statement of General Fund Revenues, Expenditures and Changes in Fund Balance 

Year Ended June 30, 

 2004 2005 2006 2007 2008(1)

Revenues:      
 Taxes  $ 39,511,646  $ 41,441,857  $ 47,349,236  $ 50,376,565  $ 50,849,442 
 Licenses and permits   199,097   63,652   96,081   100,682   90,061 
 Intergovernmental   39,246,030   46,874,556   48,205,287   48,014,025   47,165,440 
 Charges for services   13,845,944   15,544,008   14,953,869   15,503,085   15,218,436 
 Special assessments levied   76,119   106,442   65,909   51,634   158,500 
 Interest and rent   905,295   982,728   1,217,293   406,462   525,500 
 Net increase (decrease) in fair 

value of investments   (524,439)   46,933   16,814   146,546   -- 
 Fines and forfeitures   524,050   562,876   877,376   1,158,163   1,408,000 
 Miscellaneous   1,245,979   774,837   2,028,310   2,175,519   3,002,680 
TOTAL REVENUES  $ 95,029,721  $ 106,397,889  $ 114,810,175  $ 117,932,681  $ 118,418,059 
      
Expenditures and Transfers:      
 General Government  $ 11,482,386  $ 11,456,602  $ 13,336,716  $ 13,955,223  $ 12,600,757 
 Community and Development   4,461,865   4,975,859   5,146,011   5,346,382   7,318,214 
 Public works   1,522,787   1,696,411   1,719,587   6,364,052   5,473,899 
 Parks and recreation   11,099,460   11,433,777   11,471,198   12,071,962   12,757,748 
 Public safety   61,126,497   69,403,326   72,205,341   78,405,328   80,977,632 
 Other on-going expenditures   1,214,088   646,818   398,112   737,392   1,487,432 
Debt Service:      
 Principal Retirement   8,625   9,248   9,916   9,719   -- 
 Interest   2,352   1,729   1,061   344   -- 
TOTAL EXPENDITURES  $ 90,918,060  $ 99,623,770  $ 104,287,942  $ 116,890,402  $ 120,615,682 
Excess (deficiency) of revenues 
over (under) expenditures  $ 4,111,661  $ 6,774,119  $ 10,522,233  $ 1,042,279   (2,197,623) 
      
Other Financing Sources (Uses):      
 Operating transfers in  $ 1,965,408  $ 1,982,387  $ 2,111,925  $ 2,437,022  $ 6,557,376 
 Operating transfers out   (11,499,889)   (9,320,816)   (9,739,702)   (12,339,933)   (7,853,471) 
Loan Forgiveness   --   --   --   --   1,810,000 
TOTAL OTHER FINANCING 
 SOURCES (USES)  $ (9,534,481)  $ (7,338,429)  $ (7,627,777)  $ (9,902,911)  $ 513,905 
Excess (deficiency) of revenues 
and other sources over (under) 
expenditures and other uses  $ (5,422,820)  $ (564,310)  $ 2,894,456  $ (8,860,632)  $ (1,683,718) 
      
FUND BALANCES, July 1  $ 26,402,189  $ 20,979,369  $ 20,415,059  $ 23,309,515  $ 12,147,386 
FUND BALANCES, June 30  $ 20,979,369  $ 20,415,059  $ 23,309,515  $ 14,448,883  $ 10,463,668 
    
(1) Unaudited estimates. 
Source:  City of Modesto Comprehensive Annual Financial Statements, Fiscal Years 2003-04 through 2006-07; unaudited 

estimates of the City of Modesto Finance Department for Fiscal Year 2007-08. 
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CITY OF MODESTO 
General Fund Balance Sheets 

As of June 30, 

Assets 2003 2004 2005 2006 2007 
Cash and cash equivalents  $ 19,053,785  $ 11,110,511  $ 10,840,532  $ 9,141,367  $ 1,900,218 
      
Receivables:      
 Accounts   371,249   376,284   241,970   354,635   819,211 
 Interest   84,836   16,456   252,418   272,623   22,556 
 Utilities, net    615,687   592,005   766,763   824,856   869,711 
 Taxes   9,073,783   9,077,338   8,760,074   10,485,306   9,194,905 
Due from governments   862,689   249,265   232,950   548,231   895,397 
Due from other funds   1,210,100   1,700,000   3,634,000   5,572,000   4,320,000 
Due from JPA   --   46,542   --   --   -- 
Notes receivable, net   92,283   92,283   92,283   92,283   -- 
Redeemed 

expenses/expenditures 
  4,576   --   70,000   --   -- 

Restricted assets:      
 Cash and cash equivalents   1,390,184   1,445,486   1,445,486   1,845,018   2,066,814 
Advances to other funds   1,898,279   2,153,901   1,877,297   1,644,193   2,301,490 
Total assets  $ 34,657,451  $ 26,860,071  $ 28,213,773  $ 30,780,512  $ 22,390,302 
      
Liabilities and Fund Balances      
Liabilities      
 Accounts payable  $ 1,864,757  $ 1,707,233  $ 2,003,433  $ 2,241,841  $ 2,544,093 
 Accrued salaries and benefits   2,397,879   453,761   774,239   1,116,500   1,150,233 
 Deferred revenues   602,442   274,222   1,537,541   364,061   397,817 
 Payable from restricted 

assets: 
     

 Refundable deposits   1,390,184   1,445,486   1,483,501   1,845,119   2,066,814 
 Advances from other funds   2,000,000   2,000,000   2,000,000   1,903,476   1,782,462 
Total Liabilities  $ 8,255,262  $ 5,880,702  $ 7,798,714  $ 7,470,997  $ 7,941,419 
Fund Balances:      
 Reserved  $ 3,393,560  $ 3,327,569  $ 2,955,054  $ 2,702,381  $ 3,734,973 
 Unreserved:      
 Designated, reported in:      
 General Fund   6,807,996   5,990,699   6,237,000   5,900,886   -- 
 Undesignated, reported in:      
 General Fund   16,200,633   11,661,101   11,223,005   14,706,248   10,713,910 
Total Fund Balances   26,402,189   20,979,369   20,415,059   23,309,515   14,448,883 
Total Liabilities and Fund 

Balances 
 $ 34,657,451  $ 26,860,071  $ 28,213,773  $ 30,780,512  $ 22,390,302 

     
Source:  City of Modesto Comprehensive Annual Financial Statements for Fiscal Years 2002-03 through 2006-07. 
 
Financial Obligations 

Short Term Obligations.  The City has no short term obligations outstanding. 
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Equipment Leases.   

Two wheel loaders, valued at $371,458, less $82,400 accumulated depreciation, are being 
leased under a capital lease arrangement.  The following is a schedule of the future minimum Base 
Rental Payments on capital leases as of June 30, 2008: 

Year Ending 
June 30 

 

2009  $ 80,971 
Total Minimum Base Rental Payments  $ 80,971 

  
Less Interest   (3,487) 
Present value of Minimum Base Rental Payments  $ 77,485 

 
An Oracle software license, valued at $211,354 is being leased under a capital lease 

arrangement.  The following is a schedule of the future minimum base rental payments on capital 
leases as of June 30, 2007: 

Year Ending 
June 30 

 

2009  $ 66,676 
2010   75,000 
Total Minimum Base Rental Payments  $ 141,676 

  
Less Interest   (4,284) 
Present value of Minimum Base Rental Payments  $ 137,392 

 
    
Source:  City of Modesto. 

Long Term Leases Evidenced by Certificates of Participation and Lease Revenue Bonds.  
The City has the following certificate of participation and lease revenue bond transactions 
outstanding as of June 30, 2008: 

Title 
Principal 

Outstanding Maturity 

1993 Refunding Certificates of Participation (Community Center Project)  $ 19,935,000 November 1, 2023 
1993 Refunding Certificates of Participation (Golf Course Project)   5,435,000 November 1, 2023 
1998 Lease Revenue Bonds (Capital Improvements and Refinancing Project)(1)   3,760,000 September 1, 2033 
2007 Lease Revenue Refunding and Capital Improvements Bonds(1)   61,450,000 September 1, 2033 
  $ 90,580,000  
    
(1) Bonds of the Modesto Public Financing Authority in connection with which the City is obligated to make certain Base 

Rental Payments.  All of these bonds will be defeased upon the issuance of the Modesto Public Financing Authority’s Lease 
Revenue Refunding and Capital Improvement Bonds, Series 2008. 

Source:  City of Modesto Finance Department. 
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Overlapping Debt and Debt Ratios 

The following table summarizes direct and overlapping bonded debt within the City.   

CITY OF MODESTO 
Statement of Direct and Overlapping Debt as of June 30, 2008 

Direct and Overlapping Assessment Debt: 
Net Debt 

Outstanding(1) 

Percentage 
Applicable to 

the City(2) 

Amount 
Applicable to  

the City 
City of Modesto   $ 0 100.0%  $ 0 
  Total Direct And Overlapping Tax And Assessment Debt    $ 0 

Overlapping General Fund Debt – School Districts:    
Ceres Unified School District  $ 23,554,806 10.0%  $ 2,355,481 
Modesto Elementary School District   19,528,337 72.5%   14,158,044 
Modesto High School District   67,646,328 68.5%   46,337,735 
Sylvan School District    29,480,000 85.0%   25,058,000 
Salida Union School District   1,315,000 27.0%   355,050 
Stanislaus Union School District   2,900,000 33.0%   957,000 
Yosemite Community College District   184,084,916 28.2%   51,911,946 
  TOTAL OVERLAPPING DEBT  $ 328,509,387   $ 141,133,256 
  TOTAL DIRECT AND OVERLAPPING DEBT  $ 328,509,387   $ 141,133,256 
    
(1) Gross debt outstanding less applicable amounts in debt service funds. 
(2) Determined by ratio of assessed valuation of property subject to taxation in overlapping portion to valuation of all property 

subject to taxation in jurisdiction. 
Source:  Stanislaus County Auditor; calculated by Modesto Finance Department. 

Assessed Valuation and Tax Collections 

In California, property which is subject to ad valorem taxes is classified as “secured” or 
“unsecured.”  Secured and unsecured property are entered on separate parts of the assessment roll 
maintained by the county assessor.  The “secured roll” is that part of the assessment roll containing 
State assessed property and property the taxes on which are a lien on real property sufficient, in 
opinion of the assessor, to secure payment of the taxes.  Other property is placed on the “unsecured 
roll.” 

The method of collecting delinquent taxes is substantially different for the two classifications 
of property.  The taxing authority has four ways of collecting unsecured personal property taxes:  
(a) filing a civil action against the taxpayer; (b) filing a certificate in the office of the county clerk 
specifying certain facts in order to obtain a judgment lien on certain property of the taxpayer; 
(c) filing a certificate of delinquency for record in the county recorder’s office, in order to obtain a 
lien on certain property of the taxpayer; and (d) seizure and sale of personal property improvements 
or possessory interest belonging or assessed to the assessee.  The exclusive means of enforcing the 
payment of delinquent taxes in respect of property on the secured roll is the sale of the property 
securing the taxes to the State for the amount of taxes which are delinquent. 

A 10% penalty is added to delinquent taxes which have been levied in respect of property on 
the secured roll.  In addition, property on the secured roll with respect to which taxes are delinquent 
is sold to the State on or about June 30 of the fiscal year.  Such property may thereafter be redeemed 
by payment of the delinquent taxes and a delinquent penalty, plus a redemption penalty of 1.5% per 
month to the time of redemption.  If taxes are unpaid for a period of five years or more, the property 
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is deeded to the State and then is subject to sale by the county tax collector.  A 10% penalty also 
attaches to delinquent taxes in respect of property on the unsecured roll, and further, an additional 
penalty of 1.5% per month begins to accrue in respect of such taxes beginning the first day of the 
third month following the delinquency date. 

The valuation of property is determined as of March 1 each year and installments of taxes 
levied upon secured property become delinquent on the following December 10 and April 10.  Taxes 
on unsecured property are due March 1 and become delinquent August 31, and such taxes are levied 
at the prior year’s secured tax rate. 

The following tables set forth historical property tax levies and collections in the City and 
historical information as to the assessed values and actual value of taxable real and personal property.  
The one percent (1%) property tax is levied and collected by Stanislaus County and remitted to the 
City. 

City Assessed Valuations 

The County Assessor of Stanislaus County assesses all real and personal property in the City 
of Modesto for tax purposes except public utility property which is assessed by the State Board of 
Equalization.  California law exempts $7,000 of the assessed valuation of an owner occupied 
dwelling.  Effective with the 1980-81 fiscal year, State law also exempted 100% of the value of 
business inventories from taxation, rather than 50% as in prior years.  The law provides for 
reimbursements to local agencies based on their share of the revenues derived from the application of 
the maximum tax rate applied to business inventories in the 1979-80 fiscal year, with adjustments to 
reflect increases in population and the consumer price index. 

Revenue estimated to be lost to local taxing agencies due to such exemptions is reimbursed 
from State sources.  Such reimbursement is based upon total taxes due upon such exempt values and 
is not reduced by any amount for estimated delinquencies.  The table below presents a ten year 
history of assessed valuations of property within the City. 

CITY OF MODESTO 
Ten Year History of Assessed Valuations 

Fiscal Year 
Real Property 

Assessed Valuation(1) 
Personal Property 

Assessed Valuation 

1999-00 $ 7,113,017,315 $374,764,312 
2000-01 8,284,751,572 465,640,345 
2001-02 9,240,625,466 400,351,138 
2002-03 10,005,769,331 229,231,096 
2003-04 10,516,523,400 433,048,483 
2004-05 11,405,079,179 504,487,150 
2005-06 12,734,371,632 513,206,844 
2006-07 14,625,449,070 556,511,925 
2007-08 15,962,154,212 563,106,853 
2008-09 14,817,439,301(2) 615,545,728 

    
(1) All years shown at full cash value. 
(2) The Stanislaus County Assessor re-assessed all homes sold from 2003 to 2008. 
Source:  Stanislaus County Assessor; last equalized roll. 
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Tax Levies and Delinquencies 

Taxes are collected by the Stanislaus County Tax Collector and are currently distributed 
under the “Teeter Plan” (as described below).  Taxes and assessments on the secured roll are payable 
in two installments on November 1 and February 1 of each fiscal year, and become delinquent after 
December 10 and April 10, respectively.  A penalty of 10% is added to the first installment if not 
paid on or before December 10, and 10% is added to the second installment if not paid on or before 
April 10.  At the end of the first year of delinquency, property is sold to the State. 

Under the Teeter Plan (as described below), a county forwards 100% of property tax levies, 
including taxes for prior years, to underlying governmental entities, including itself.  In exchange, the 
county keeps moneys from all delinquent taxes, interest, and penalties. 

The following table shows property tax levies and collections for the City. 

CITY OF MODESTO 
Property Tax Levies And Collections 

Fiscal Years 2003-04 to 2007-08 

Year Ended 
June 30 

Total Tax 
Levy(1) 

Current Tax 
Collected 

Percent of Levy 
Collected 

Delinquent Tax 
Collections 

Total Tax 
Collections 

Total Collections 
as Percent  of 

Current Levy(2)(3) 

2004 $ 9,709,897 $ 9,440,383 97.22% $107,388 $ 9,547,771 98.33% 
2005 10,568,415 10,133,222 95.88 24,163 10,157,385 96.11 
2006 11,130,020 10,794,066 96.98 233,290 11,027,356 99.08 
2007 12,669,332 11,884,410 93.80 558,622 12,443,032 98.21 
2008 13,626,496 12,698,563 93.19 657,619 13,356,182 98.02 

    
(1) Totals include exempt organizations. 
(2) Total collections include taxes resulting from “escaped assessments.”  These are comprised of assessments to property not 

known to exist when the original roll was compiled and other adjustments to the roll. 
(3) Since 1994, the City has participated in the County of Stanislaus “Teeter Plan” (as described below) which guarantees the 

City 100% of each year’s property tax levy in exchange for the County retaining late fees and delinquency penalties. 
Source:  City of Modesto, Comprehensive Annual Financial Reports for Fiscal Years 2004, 2005, 2006; County of Stanislaus 

for Fiscal Years  2007 and 2008.  

Teeter Plan 

The Board of Supervisors of the County, in 1994, adopted the Alternative Method of 
Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the “Teeter Plan”), as provided 
for in Section 4701 et seq. of the State Revenue and Taxation Code.  Pursuant to the Teeter Plan, the 
County establishes a tax losses reserve fund and a tax resources account and each entity levying 
property taxes in the County may draw on the amount of uncollected taxes and assessments credited 
to its fund, in the same manner as if the amount credited had been collected. 

The County is responsible for determining the amount of the tax levy on each parcel in the 
taxing entity, which is entered onto the secured real property tax roll.  Upon completion of the 
secured real property tax roll, the County’s Auditor-Controller determines the total amount of taxes 
and assessments actually extended on the roll for each fund for which a tax levy has been included, 
and apportions 100% of the tax and assessment levies to that fund’s credit.  Such moneys may 
thereafter be drawn against the taxing agency in the same manner as if the amount credited had been 
collected.  The County determines which moneys in the County treasury (including those credited to 
the tax losses reserve fund) shall be available to be drawn on to the extent of the amount if 
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uncollected taxes credited to each fund for which a levy has been included.  When amounts are 
received on the secured tax roll for the current year, or for redemption of tax-defaulted property, 
Teeter Plan moneys are distributed to the apportioned tax resources accounts. 

So long as the Teeter Plan remains in effect, the City’s receipt of revenues with respect to the 
levy of ad valorem property taxes will not be dependent upon actual collections of the ad valorem 
property taxes by the County.  However, under the statute creating the Teeter Plan, the Board of 
Supervisors could under certain circumstances terminate the Teeter Plan in its entirety and, in 
addition, the Board of Supervisors could terminate the Teeter Plan if the delinquency rate for all ad 
valorem property taxes levied within the City in any year exceeds 3%.  In the event that the Teeter 
Plan were terminated, the amount of the levy of ad valorem property taxes in the City would depend 
upon the collections of the ad valorem property taxes and delinquency rates experienced with respect 
to the parcels within the City. 

Although the County is entitled to draw on the full amount of taxes credited to the tax fund 
for a taxing entity in approximately October of each tax year, it has been the City’s experience that it 
receives approximately 55% of the tax allocations for the year by December 31, an additional 40% 
by April 30 and the final 5% by June 30. 

Non-Real Estate Taxes 

In addition to ad valorem taxes on real property, the City receives the following non-real 
estate taxes: 

Sales and Use Tax.  The sales and use tax ($20,380,941) and in lieu sales tax amount 
($6,557,121) accounted for approximately 35% of the City’s tax revenues in the General Fund in 
fiscal year 2007-08, a decrease of approximately 3.4% from the prior fiscal year.  The 7.375% sales 
and use tax is levied and collected by the State, which returns to the City 0.95% (the local share of 
sales tax) of the amount of sales in the City.  Through the legislation that restored local revenues, the 
state provides an in-lieu payment from property taxes in an amount equal to .25% of the local tax. 

Business License Tax.  The City levies a business license tax which accounted for 
$9,828,839, or approximately 12.6% of the City’s tax receipts in the General Fund in fiscal year 
2007-08, a decrease of approximately 5% from the prior fiscal year.  The tax is paid by certain 
businesses located in the City at varying percentages of gross receipts. 

Other Taxes.  Other taxes levied by the City include the transient occupancy tax on hotel and 
motel bills, utility consumption, a real property transfer tax and a franchise fee. 
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The following table presents the tax revenues of the City for the last five Fiscal Years: 

CITY OF MODESTO 
General Fund Tax Revenues By Source 

Fiscal Year Ended June 30, 

 2004 2005 2006 2007 2008(1)

Sales and Use Tax  $ 27,150,743  $ 21,277,711  $ 22,287,940  $ 20,483,152  $ 20,380,941 
Utility Users Tax   14,718,858 15,622,652   17,584,060   18,319,657   19,418,836 
Property Taxes   11,294,599 11,316,694   14,318,747   16,456,379   16,100,367 
Business License Taxes   9,231,136 9,726,816   10,374,157   10,359,058   9,828,839 
Other Taxes(2)   4,267,053   10,086,397   12,412,239   12,643,171   12,058,522 
Total  $ 66,662,389  $ 68,030,270  $ 76,977,143  $ 78,261,417  $ 77,787,505 
    
(1) Estimated, unaudited figures 
(2) Includes Transient Occupancy Tax, Franchise Tax and after Fiscal Year 2003-04, In-lieu Sales Tax. 
Source:  City of Modesto Finance Department. 

Motor Vehicle License Fees 

Prior to 2003, a significant revenue source of the City was State of California payments in-
lieu of taxes.  The City receives a portion of Department of Motor Vehicles license fees (“VLF”) 
collected statewide.  Payment of State assistance depends on the adoption by the State of its budget, 
including the appropriations therein providing for local assistance.  These revenues are shown in the 
accompanying financial statements as “intergovernmental revenues from other agencies.” 

Several years ago, the state-wide VLF was reduced by approximately two-thirds.  However, 
pursuant to legislation, the State continued to remit to cities and counties the same amount that those 
local agencies would have received if the VLF had not been reduced, known as the “VLF backfill.”  
On June 19, 2003, the State triggered an increase in VLF to be effective beginning October 1, 2003.  
The Governor signed an executive order on November 17, 2003 to reduce the VLF rate once again, 
eliminating the increase.  On December 17, 2003 the Governor issued another executive order, this 
time appropriating $2.625 billion to provide backfill funding for the city and county VLF funding in 
2003/04 which covered the backfill except for the VLF loan amounts. 

The State Legislature adopted AB 1768 which deferred payment to local agencies of the 
amount of the VLF backfill that related to the period from June 20, 2003 to September 30, 2003 
when the higher VLF went into effect, until August 2006.  This VLF “gap” or “loan” was 
approximately $1.2 billion statewide.  The City’s share of the “loan” was $3.4 million.  The State 
repaid its VLF loans in July 2005. 

The City’s budgeted VLF amount of $16,961,000 for fiscal year 2007-08 is based on 
projected amounts and includes the property tax backfill provided for in current state legislation.  The 
State’s fiscal year 2005-06 Budget realigned certain property tax revenues so that cities and counties 
would be kept whole with respect to the amount of the VLF backfill in future years.  The City 
accounts for this realignment of property taxes in-lieu of VLF in the same manner as VLF in its 
financial statements.   
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Largest Property Taxpayers 

The ten largest property-taxpayers in the City for fiscal year 2007-08 and their percentage of 
total property taxes are shown in the following table: 

CITY OF MODESTO 
Principal Payers of Property Tax 

Rank Name Value Tax Amount 
Percent 
of Total 

1 Doctors Medical Center of Modesto   $ 113,539,310  $ 1,216,775.80 0.69% 
2 Macerich Vintage Faire Limited 

Partnership 
  90,789,360   963,434.04 0.55 

3 Foster Dairy Farms   83,628,106   896,224.02 0.51 
4 Phenix Management Corp   55,905,271   585,004.63 0.34 
5 Stanislaus Partners   43,251,060   463,512.10 0.26 
6 HRC Modesto, LLC   34,489,259   360,927.00 0.21 
7 William Lyon Homes Inc   24,937,727   492,520.68 0.15 
8 Brooks Landing Apt. Assoc. LLC Et Al   24,050,457   379,767.64 0.15 
9 Hamilton Meredith C Tr Et Al   21,695,603   236,208.10 0.13 
10 Gallo Glass Co   21,472,938   230,120.84 0.13 

    $ 513,759,091  $ 5,824,494.85 3.12% 
    
Source:  Stanislaus County Tax Collector. 

Employment 

The City forms part of the Modesto Metropolitan Area Labor Market (Stanislaus County) 
reported on periodically by the State Department of Employment Development.  As of June 2008, 
this labor market had a total civilian employment of 213,800. 
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The following table summarizes the civilian labor force, employment and unemployment in 
the County for the calendar years 2004 through 2007 and for the month of June 2008.  These figures 
are county-wide statistics and may not necessarily accurately reflect employment trends in the City. 

MODESTO METROPOLITAN STATISTICAL AREA 
Industry Employment and Labor Force 

(Annual Averages)(1) 

 2004 2005 2006 2007 
June 
2008 

Civilian Labor Force      
Employment 204,600 210,800 227,100 231,200 213,800 
Unemployment 20,700 19,000 18,100 20,300 26,200 
Unemployment Rate 9.2% 8.3% 8.0% 8.8% 10.9% 
      
Wage and Salary Employment:      
Total Farm 13,800 14,100 14,100 12,800 16,700 
Natural Resources, Mining and 
Construction 

12,300 13,300 13,400 11,400 10,300 

Manufacturing 22,700 22,300 23,100 22,700 22,400 
Wholesale Trade 6,000 6,200 5,900 6,000 5,900 
Retail Trade 21,500 22,700 22,500 22,200 22,200 
Transport., Warehousing, Utilities 4,700 5,200 5,200 5,600 5,800 
Information 2,500 2,500 2,400 2,300 2,300 
Financial Activities 6,100 6,200 6,400 6,200 5,900 
Professional and Business Services 14,200 14,900 14,800 14,900 15,100 
Educational and Health Services 19,200 19,500 19,600 21,100 21,700 
Leisure and Hospitality 14,200 14,800 15,500 15,400 15,400 
Other Services 6,200 6,100 5,900 6,000 6,100 
Federal Government 1,200 1,200 1,200 1,100 900 
State Government 1,700 1,700 1,800 1,800 2,000 
Local Government   22,100   22,700   23,300   23,300   23,100 
Total All Industries 168,500 173,300 172,500 172,800 175,800 
    
(1)  Latest available information. 
Note:  Totals may not add up because of rounding. 
Source:  Labor Division of the California State Employment Development Department. 

Industrial and Commercial Development 

The City is located in the heart of California’s Central Valley, a highly productive 
agricultural area.  The availability of low-cost power, modern sewage treatment and disposal 
facilities, a good supply of water, reasonably priced developable land and excellent transportation 
facilities have been important factors in the development of a sound and growing industrial base. 

Approximately 432 commercial manufacturing plants are located in and surrounding the 
City, comprising a growing manufacturing base.  Manufacturing accounts for approximately 18.9% 
of all wage and salary workers. 



 

B-19 
 

There are over 4,200 total net acres of industrially-zoned lands within the Modesto sphere of 
influence, of which approximately 1,729 are within the City limits.  Most of Modesto’s large 
manufacturing employers are located in the Beard Industrial District, situated south of Yosemite 
Boulevard in eastern Modesto.  Such employers include E&J Gallo Winery, Frito-Lay, Del Monte, 
Parker Hannifin, Seneca, Georgia Pacific, and Weyerhaeuser.  This area, highly developed and 
provided with all utilities and services, is located outside the City but is served by the Modesto and 
Empire Traction Company, a short-line railroad connecting with the Union Pacific  and Burlington 
Northern Santa Fe (BNSF) railroads in the metropolitan area.  The south Modesto industrial area, 
located within the City, is accessible by the Union Pacific railroad.  The largest manufacturing 
employers in Stanislaus County as of December 2007, are as follows: 

STANISLAUS COUNTY 
Largest Manufacturing Employers as of December 2007 

Name of Company Employment Product(s) 

E & J Gallo Wine 3,300 Winery 
Seneca Foods 2,300 Fruit Products 
Del Monte Foods 1,850 Fruit Products 
Stanislaus Food Products 1,800 Tomato Products 
Foster Farms 1,608 Poultry Processor 
ConAgra 1,300 Food Processing 
Racor 800 Filtration Products 
Bronco Wine 750 Winery 
Frito-Lay 700 Snack Food Products 
Patterson Vegetable Company 675 Frozen Food Products 
    
Source:  Stanislaus Economic Development and Workforce Alliance. 

Construction Activity and Property Value 

“Single Family Housing,” includes detached, semi-detached, rowhouse and townhouse units.  
Rowhouses and townhouses are included when each unit is separated from the adjacent unit by an 
unbroken ground-to-roof party or fire wall.  Condominiums are included in single-family when they 
are of zero-lot-line or zero-property-line construction; when units are separated by an air space; or, 
when units are separated by an unbroken ground-to-roof party or fire wall.  “Multi-Family Housing,” 
includes duplexes, 3-4-unit structures and apartment-type structures with five units or more.  
Multi-family housing also includes condominium units in structures of more than one living unit that 
do not meet the above single-family housing definition.  “Residential Alterations and Additions,” 
means alterations, additions, and conversions to residential structures, excluding special installation 
permits for electrical, plumbing, heating, air-conditioning, or similar mechanical work, or installation 
of fire escapes, elevators, signs, etc. 

“New Commercial,” includes new hotels and motels, office and bank buildings, stores and 
other mercantile buildings, parking garages, service stations, and amusement and recreational 
buildings.  “New Industrial,” includes manufacturing plants and affiliated buildings.  “Other New 
Nonresidential,” includes churches and religious buildings, hospitals and institutional buildings, 
schools and educational buildings, residential garages, public works and utilities buildings, and 
miscellaneous nonresidential structures.  “Nonresidential Alterations and Additions,” means 
alterations, additions, and conversions to nonresidential structures, excluding special installation 
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permits for electrical, plumbing, heating, air-conditioning, or similar mechanical work, or installation 
of fire escapes, elevators and signs, etc. 

Provided below are the building permits and valuations for the City for calendar years 2003 
through 2007. 

CITY OF MODESTO 
Residential and Nonresidential Building Permit Valuations 

and Total Residential Building Permits 
 2003 2004 2005 2006 2007 
Permit Valuation      
New Single-family  $ 169,031,342  $ 69,285,758  $ 168,770,716  $ 80,245,831  $ 55,199,615 
New Multi-family   6,105,669   20,343,871   1,118,710   3,812,649   30,912,544 
Res. Alterations & 
Additions 

  39,686,601   80,226,181   45,317,392   39,017,104   80,583,151 

Total Residential   214,823,612   169,855,810   215,206,818   123,075,584   166,695,310 
New Commercial   24,687,807   46,240,400   11,798,301   27,027,077   59,163,453 
New Industrial   994,822   3,204,092   1,202,465   2,279,197   10,000 
New Other   39,686,601   37,838,523   62,440,247   21,941,020   5,188,331 
Non-Res. Alterations 
& Additions 

  33,473,125   36,444,721   69,587,431   36,071,154   40,412,881 

Total Nonresidential   98,842,355   123,727,736   145,028,444   87,318,448   104,774,665 
Total All Building  $ 313,665,967  $ 293,583,546  $ 360,235,262  $ 210,394,032  $ 271,469,975 
      
New Dwelling Units      
Single Family 838 345 868 378 288 
Multiple Family 77 288 13 37 288 
Total 915 633 881 415 576 
    
Note:  Totals may not add up because of rounding. 
Source: Building Permit Summary, City of Modesto. 
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Commercial Activity 

The City is the retail, financial and service center of Stanislaus County.  The City’s economy, 
while primarily agricultural, does include other economic sectors.  The table below summarizes 
taxable sales for the calendar years 2002 through 2006. 

CITY OF MODESTO 
Taxable Transactions 

Calendar Years 2002 through 2006 
(in Thousands of Dollars) 

Retail Outlets 2002 2003 2004 2005 2006 

Apparel stores  $ 129,773  $ 126,372  $ 147,849  $ 168,064   163,548 
General merchandise 

stores 
  507,438   518,024   539,780   549,742   543,987 

Food stores   119,423   136,462   162,515   168,121   131,263 
Eating and drinking places   235,337   245,609   259,861   272,313   275,393 
Home furnishing and 

appliances 
  131,234   130,089   162,749   169,723   121,102 

Bldg. materials and farm 
implements 

  188,388   204,427   288,841   316,796   204,034 

Auto dealers and supplies   247,861   259,395   260,655   247,795   218,243 
Service stations   101,551   115,317   126,608   146,946   175,359 
Other retail stores   381,371   392,650   394,363   405,229   449,981 
Subtotal  $ 2,042,376  $ 2,128,345  $ 2,343,221  $ 2,444,729  $ 2,282,910 
All Other Outlets   372,899   433,387   311,646   309,659   395,515 
All Outlets  $ 2,415,275  $ 2,561,732  $ 2,654,867  $ 2,754,388  $ 2,678,425 
    
Source:  State of California, Board of Equalization. 
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The following table shows the dollar volume of taxable transactions in the County of 
Stanislaus from 2002 through 2006. 

COUNTY OF STANISLAUS 
Taxable Transactions 

Calendar Years 2002 through 2006 
(in Thousands of Dollars) 

Retail Outlets 2002 2003 2004 2005 2006 

Apparel stores  $ 154,083  $ 154,867  $ 192,858  $ 213,850  $ 224,909 
General merchandise 

stores   784,431   803,255   846,742   927,418   956,378 
Specialty stores   432,777   465,562   501,694   535,480   558,432 
Food stores   260,781   282,781   291,867   308,864   320,361 
Eating and drinking places   403,421   421,793   452,120   489,169   505,384 
Household   181,384   187,214   198,691   210,720   192,275 
Building materials   368,472   416,983   508,825   572,552   567,014 
Automotive   1,248,936   1,305,986   1,396,277   1,516,702   1,573,719 
Other retail stores   273,693   297,729   331,376   368,269   369,917 
 Subtotal  $ 4,107,978  $4,336,170  $4,720,450  $5,143,024  $5,268,389 

Business and Personal 
Services 

  233,862   224,429   240,245   253,838   240,304 

 All Other Outlets   1,494,025   1,614,893   1,804,973   1,889,038   1,843,839 
All Outlets  $ 5,825,865  $6,175,492  $6,765,668  $7,285,900  $7,352,532 
    
Source: State of California, Board of Equalization. 
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Agriculture 

The City is located in one of the most productive agricultural areas in the United States.  The 
County of Stanislaus ranks in the top ten of the nation’s counties in sales of agricultural products 
with production primarily in fruits, nuts, livestock and animal products.  There are 879,381 acres of 
farmland in production in the County.  The following table summarizes historical agricultural 
production within the County for calendar years 2003 through 2007.   

STANISLAUS COUNTY 
Agricultural Production 

2003-2007 

Commodity 2003 2004 2005 2006 2007 

Fruit and Nut Crops  $ 431,642,000  $ 616,452,000  $ 686,897,000  $ 660,001,000  $ 755,874,000 
Vegetable Crops   105,667,000   125,903,000   91,454,000   93,239,000   106,106,000 
Field Crops   127,329,000   137,871,000   147,744,000   167,576,000   177,011,000 
Seed Crops   533,000   401,000   810,000   617,000   756,000 
Apiary   7,565,000   8,865,000   12,045,000   12,745,000   31,139,000 
Nursery Crops   99,164,000   111,272,000   71,240,000   87,351,000   99,985,000 
Livestock & Poultry   239,990,000   403,205,000   401,244,000   628,551,000   446,133,000 
Livestock & Poultry 

Products 
  443,042,000   574,465,000   566,161,000   498,072,000   796,567,000 

      
TOTALS  $1,454,932,000  $1,978,434,000  $1,977,595,000  $2,148,152,000  $2,413,571,000 
    
Source: Stanislaus County Department of Agriculture 

Fruit and nut crops amounted for nearly a third of the total annual gross value of farm 
production in the County.  The production value of fruit and nut crops exceeded $775 million in 2007 
to rank as the major commodity group in the County.  In 2007, almonds headed the list of products in 
this group, with a gross value of more than $465 million.  The following table shows a listing of the 
leading agricultural commodities in 2007. 

LEADING FARM COMMODITIES IN STANISLAUS COUNTY 

Rank Commodity 
Gross Production Value in 

2007 

1 Milk, All $745,387,000 
2 Almonds 465,800,000 
3 Chickens, All 222,431,000 
4 Cattle & Calves, All 164,216,000 
5 Walnuts 119,065,000 
6 Silage, All 77,864,000 
7 Deciduous Fruit & Nut Nursery 74,860,000 
8 Tomatoes 59,986,000 
9 Turkeys, All 54,541,000 

10 Peaches, All 52,745,000 
    
Source:  Stanislaus County 2007 Agricultural Crop Report. 
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Educational Facilities 

There are 24 public elementary schools, 4 junior high schools, 9 high schools, and 
1 continuation high school within the City, plus a number of private institutions of learning.  Higher 
education is provided by Modesto Junior College and California State University at Stanislaus, which 
offers both undergraduate and graduate degrees. 

Transportation 

The City is traversed by three state highways.  Interstate 5, with which two of these state 
roads connects, passes approximately 20 miles to the west of the City of Modesto.  The City is served 
by truck and bus lines.  Rail service is provided by the Southern Pacific, Union Pacific and Santa Fe 
railroads.  The Modesto City-County airport has daily scheduled commuter service to San Francisco 
and Los Angeles.  The deepwater port of Stockton, California, located approximately 30 miles from 
the City, provides shipping to coastal and overseas markets. 
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   (209) 577-5369 FAX (209) 571-5880 1010 Tenth Street, P.O. Box 642, Modesto, CA 95353 
www.modestogov.com [TDD (209) 526-9211 Hearing and Speech Impaired only]

December 21, 2007

To the Honorable Mayor, Members of the City Council, and Citizens of the City of Modesto:

The City of Modesto City Charter and Municipal Code require that a complete financial statement 
and report on the finances of the City be submitted to the City Council at the end of each fiscal
year.  This report is being submitted to fulfill that requirement for the fiscal year ended June 30,
2007.

City management assumes full responsibility for the completeness and reliability of the
information contained in this report.   We believe the data fairly represent the financial position
and results of operations of the City.   The disclosures necessary to enable the reader to
understand the City's financial affairs have been included. The City's accounting system has
been developed and maintained with due consideration given to the adequacy of internal
controls.    Because the cost of internal controls should not exceed the anticipated benefits, the
objective is to provide reasonable, rather than absolute, assurance that the financial statements
are free of any material misstatements.  The evaluation of the costs and benefits of particular
control requires estimates and judgments by management.

The Charter also requires an annual audit by an independent certified public accountant selected
by the City Council.   The accounting firm of Maze & Associates was selected in 2003 to perform 
the City's annual financial audits. The auditors have issued an unqualified (“clean”) opinion on the 
financial statements for the year ended June 30, 2007, which is presented on page 3.  In addition 
to meeting the City Charter audit requirements, the audit was also designed to meet the
requirements of the federal Single Audit Act of 1996 and related OMB Circular A-133.  The
auditor’s reports related specifically to the Single Audit will be presented separately at a later
date.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s
report and provides a narrative introduction, overview, and analysis of the basic financial
statements.  MD&A is designed to be read in conjunction with this transmittal letter.

City of Modesto Profile

Modesto is a dynamic city located in the heart of California's San Joaquin Valley and is the retail, 
service and financial center of Stanislaus County.    The City currently occupies a land area of
approximately 36 square miles and serves a population of over 209,000.   Periodically, as allowed 
by state statute, the City extends its corporate limits by annexation when deemed appropriate by 
the City Council.

Incorporated in 1884, Modesto adopted its City Charter on March 12, 1951, and has operated
under the council-manager form of government since that date.  Under this form of government,
policy-making and legislative authority are vested in an elected council consisting of the Mayor
and six members.  The Modesto City Council is elected by chair on a non-partisan basis,

C-7



iv

meaning 6 members represent the entire City rather than specific geographical areas within the
City’s boundaries.   The Mayor is elected separately on a non-partisan basis.   The Mayor and
City Council are responsible for passing ordinances, adopting and amending the operating and
capital budgets, appointing various committee members, and hiring the City Manager, City
Attorney, and City Clerk/Auditor.   The City Manager of Modesto is charged with carrying out the 
policies and ordinances of the City Council, overseeing the day-to-day operations of the City, and 
for appointing the Deputy City Manager and department heads, with general responsibilities for
the Economic Development and Health, Safety & Culture components of the City’s Vision.
Support services departments, like Finance, Personnel and Information Technology report to the
City Manager.

The City provides services typically   associated   with   a municipality.  These include
administrative services; police and fire protection; highway, street, and utility infrastructure
construction and maintenance; sanitation; planning and zoning; recreational activities and cultural 
events. Parking, airport facilities, water, sewer, storm drainage and bus services are also
provided.

The City’s financial reporting entity includes all funds and activities of the City of Modesto as the
primary government and its component units, which are legally separate entities that operate
under the auspices of the City and provide services that supplement City services.  The City’s
component units are blended into the City’s funds because their governing boards consist of all
seven members of the City Council.  These component units are the Modesto Municipal Sewer
District No. 1, the Redevelopment Agency of the City of Modesto, the Modesto Public Financing
Authority and the City of Modesto Community Facilities Districts.

The annual operating budget serves as the foundation for Modesto’s financial planning and
control.  The proposed budget is adopted annually prior to July 1, by passage of a resolution.
The Council’s legally adopted budget level is at the fund level. During the fiscal year, the budget
may be modified.  The City Council has also adopted fiscal policies that delegate budget control
authority to the Council, City Manager and the Finance Director.

Local economy

Modesto area employment in retail and manufacturing remained strong over the past year.
Retail sector jobs account for one-sixth of Stanislaus County’s wage and salary workers with the
manufacturing sector trailing close behind. Stanislaus County consistently ranks among the top
10 California counties in terms of annual agricultural production values.  The county’s leading
commodities are milk, almonds and poultry.

The unemployment rate has remained fairly steady for the last several years and is 6.8%.  Just
over 10 years ago the unemployment rate was 15%.  Since 2000, over 12,000 jobs have been
added to the local economy, representing cumulative growth of more than 8%.  Industries
recording the most growth were: educational and health services; retail sales, and construction.
Employees within the community enjoy an average commute time of 26 minutes. 

Building permit activity has boomed over the past decade.  In fiscal year 1996, the City issued
4,186 permits with estimated cost of construction valued at $114 million.  Permit activity peaked
in 2001, when 7,155 permits with construction valued at $477 million were issued, and activity
has remained above 5,000 permits annually since 2001.  During fiscal year 2007, 5,174 permits
were issued valued at $228 million.

Since 2000, the City’s population grew 11.1% to 209,174.  This population growth is largely
attributable to the relatively low cost of housing compared to the Bay Area and to the growth of
employment within the region.

C-8



v

During the past ten years, public safety costs have risen not only in amount, but also as a
percentage of total expenditures.   Public safety represented 68% of total General Fund
expenditures in 2007, compared with 62.4% ten years ago.  Expenses for other governmental
functions have remained steady or decreased compared to total fund expenses during the same
time period.  Increased staffing, driven by the growth in the population, as well as higher salaries 
and charges for retirement, have caused the increase in public safety charges.

Long-Term Financial Planning

In Fiscal Year 2003, the City Council adopted a policy of maintaining at least 8% of General Fund 
expenditures in reserve.  At the end of Fiscal Year 2007, the General Fund unreserved and
undesignated balance was $10.7 million representing 8.3% of total General Fund outflows
(expenditures and transfers out).

State Impacts

Between Fiscal Years 1991 and 2005, the State of California diverted $36.6 million in local
revenues from the City of Modesto into its own coffers.  In 2005 the state enacted new legislation 
known as the Triple-Flip.  As the name implies, a series of revenue exchanges take place leaving 
the City with 25% less sales tax revenue and more property tax revenue in its place.  A similar
exchange takes place leaving the City with property tax revenue in place of 67% of the In-Lieu
Vehicle License Fees.  These exchanges not only affect the character and amount of the
revenues received by the City but also affect City cash flow, because a monthly stream of
payments has been replaced by semi-annual payments.

Important Financial Policies

In 2003, the City Council adopted a series of financial policies that direct how the City’s financial 
business is conducted.  In addition to the 8% General Fund reserve level, these policies include
direction on departmental annual budget savings, tracking of all transfers to the Redevelopment
Agency for future payback, capital budgeting, interfund loan interest rates and investment pool
interest allocation.  These policies were reviewed and revised at the start of the 2007 Fiscal Year.

Major Initiatives

During Fiscal Year 2005, California voters approved Proposition 1A.  This initiative places stricter 
controls on the state’s ability to divert local revenue.  While this protection is seen as beneficial to 
local government, local revenues are still affected by the Triple-Flip component of the legislation
described above.  In Fiscal Year 2006, the last payment to be made under the revised legislation 
that shifted local property tax dollars to the Education Revenue Augmentation Fund was made.
Now, with the State of California facing a $10 billion shortfall in revenues, it remains to be seen
how the legislature will affect local revenues under Proposition 1A.

Awards and Acknowledgments

For the twenty-third consecutive year, the Government Finance Officers Association of the United 
States and Canada  (GFOA) awarded a Certificate of Achievement for Excellence in Financial
Reporting to the City of Modesto for its comprehensive annual financial report for the fiscal year
ended June 30, 2006. To receive this recognition, the City must publish an easily readable and
efficiently organized report.   The report must satisfy both generally accepted accounting
principles and applicable legal requirements.  The award is valid for a period of one year.   We
believe that the current Comprehensive Annual Financial Report continues to meet the
requirements of the program, and it will be submitted to the GFOA to determine its eligibility.
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 INDEPENDENT AUDITOR’S REPORT 
 ON BASIC FINANCIAL STATEMENTS 
 
 
To the Honorable Mayor and Members of the City Council 
City of Modesto, California 
 
 
We have audited the financial statements of the governmental activities, the business-type activities, each major 
fund, and the aggregate remaining fund information of the City of Modesto as of and for the year ended June 30, 
2007, which collectively comprise the City’s basic financial statements as listed in the Table of Contents.  These 
financial statements are the responsibility of the City’s management.  Our responsibility is to express an opinion on 
these financial statements based on our audit. 
 
We conducted our audit in accordance with generally accepted auditing standards in the United States of America and 
the standards for financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States.  Those standards require that we plan and perform the audit to obtain reasonable assurance as to 
whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation.  We believe that our audit provides a reasonable basis for our opinion. 
 
In our opinion the basic financial statements referred to above present fairly, in all material respects, the financial 
position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining 
fund information of the City of Modesto as of June 30, 2007 and the respective changes in the financial position and 
cash flows, where applicable, thereof for the year then ended, in conformity with generally accepted accounting 
principles in the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued reports dated December 14, 2007 on our 
consideration of the City’s internal control structure and on its compliance with laws and regulations. 
 
Management’s Discussion and Analysis and the Budget and Actual statement for the General Fund are not a 
required part of the basic financial statements but are supplementary information required by the Government 
Accounting Standards Board.  We have applied certain limited procedures, which consisted principally of inquiries 
of management regarding the methods of measurement and presentation of the required supplementary information.  
However, we did not audit this information and express no opinion on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the basic financial statements.  The Combining and Individual Fund Statements and Schedules listed in the Table of 
Contents are presented for purposes of additional analysis and are not a required part of the basic statements of the 
City of Modesto.  This information has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial 
statements taken as a whole. 
 
The introductory section and statistical section listed in the Table of Contents have not been subjected to the 
auditing procedures applied in the audit of the basic financial statements and, accordingly, we express no opinion on 
them. 
 

 
December 14, 2007 
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Management’s Discussion and Analysis

5

This section of the City of Modesto (City) comprehensive annual financial report presents a discussion and analysis of the 
City’s financial performance during the fiscal year ended June 30, 2007.  Please read it in conjunction with the transmittal 
letter at the front of this report and the basic financial statements following this section.

FINANCIAL HIGHLIGHTS 

• The assets of the City exceeded liabilities at the close of the 2007 fiscal year by $724,416,295 (total net assets).  Of
this amount, $127,047,078 (unrestricted net assets) may be used to meet ongoing obligations to citizens and
creditors, $93,168,664 is restricted for a specific purpose (restricted net assets), and $504,200,553 is invested in
capital assets, net of related debt.

• The City’s total net assets increased by $21,948,132. All of this increase is attributable to business type activities.

• As of June 30, 2007, the City’s governmental funds reported combined fund balances of $138,763,177, a decrease of 
$10,898,940 in comparison with the prior year.  Approximately 68% of the combined fund balances, $94,853,284 is
available to meet the City’s current and future needs (unreserved fund balance).

• At the end of the fiscal year, the General Fund fund balance was $14,448,883, or 12% of total General Fund
expenditures.  Of this, $3.7 million is reserved for encumbrances and non-current assets. The
unreserved/undesignated balance of $10,713,910 represents 8.3% of total General Fund outflows.  The City Council 
has adopted a goal of maintaining an 8% reserve level.

• The City’s total long-term debt showed a net increase of $69,006,844 in comparison with the prior year.  Lease
revenue bonds were partially refunded for a net increase of $3.9 million, including $2.6 million of new construction
funds, new debt was issued for Water and Sewer projects ($46.3 and $16.5 million, respectively), and an increase in
compensated absences liabilities of approximately $6.3 million were offset by principal and other reductions of
approximately $4 million.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City’s basic financial statements.  The City’s
basic financial statements comprise three components 1) Government-wide financial statements; 2) Fund financial
statements and 3) Notes to basic financial statements.  Required Supplementary Information is included in addition to the 
basic financial statements.

Government-wide Financial Statements are designed to provide readers with a broad overview of City finances, in 
a manner similar to a private-sector business.

The statement of net assets presents information on all City assets and liabilities, with the difference between the two
reported as net assets.  Over time, increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the City is improving or deteriorating.

The statement of activities presents information showing how net assets changed during the most recent fiscal year.  All
changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of related cash flows.  Thus, revenues and expenses are reported in this statement for some items that will result in 
cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of these government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a 
portion of their costs through user fees and charges (business-type activities). The governmental activities of the City
include general government, community development, highways and streets, public works, parks and recreation, and
public safety.  The business-type activities of the City include the water, sewer, parking, storm drain, airport, bus, golf
and community center operations.

Component units are included in our basic financial statements and consist of legally separate entities for which the City
is financially accountable and that have substantially the same board as the City Council, or provide services entirely to
the City.  Examples are the Redevelopment Agency of the City of Modesto and the Modesto Public Financing Authority.
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The government-wide financial statements can be found on pages 17-19 of this report.

Fund Financial Statements are groupings of related accounts that are used to maintain control over resources that
have been segregated for specific activities or objectives.  The City, like other state and local governments, uses fund
accounting to ensure and demonstrate finance-related legal compliance.  All of the funds of the City can be divided into
three categories: governmental funds, proprietary funds and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements.  However, unlike the government-wide financial statements, governmental funds
financial statements focus on near-term inflows and outflows of spendable resources, as well as on balances of spendable 
resources available at the end of the fiscal year.  Such information may be useful in evaluating the City’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to 
compare the information presented for governmental funds with similar information presented for governmental activities 
in the government-wide financial statements.  By doing so, readers may better understand the long-term impact of the
government’s near-term financing decisions.  Both the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The City reports 18 individual governmental funds.  Information is presented separately in the governmental funds
balance sheet and in the governmental funds statement of revenues, expenditures and changes in fund balances for the
General Fund, the Capital Facility Fees Fund and the Communities Facility District Fund.  Data from the other
governmental funds are combined into a single, aggregated presentation.  Individual fund data for each of these non-major
governmental funds is provided in the form of combining statements elsewhere in this report.

The governmental funds financial statements can be found on pages 20-23 of this report

Proprietary funds are maintained two ways. Enterprise funds are used to report the same functions presented as business-
type activities in the government-wide financial statements.  The City uses enterprise funds to account for its Water,
Sewer, Parking, Storm Drain, Compost, Airport, Bus, Golf and Community Center operations. Internal service funds are
an accounting device used to accumulate and allocate costs internally among the City’s various functions.  The City uses
internal service funds to account for its Fleet Management, Central Services, Information and Technology Services,
Insurance, Employee Benefits Management and Building Services functions.  Because these services predominantly
benefit governmental rather than business-type functions, they have been included within governmental activities in the
government-wide financial statements.  Internal services benefiting business-type functions have been allocated as
“internal balances”.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail.
The Water, Sewer and Bus funds are considered to be major funds of the City.  The City’s six internal service funds are
combined into a single, aggregated presentation in the proprietary funds financial statements.  Individual fund data for the 
internal service funds is provided in the form of combining statements elsewhere in this report.

The proprietary funds financial statements can be found on pages 24-27 of this report.

Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary funds
are not reflected in the government-wide financial statements because the resources of those funds are not available to
support the City's own programs. The accounting used for fiduciary funds is much like that used for proprietary funds
except for agency funds.

The fiduciary fund financial statements can be found on page 28 of this report.

Notes to Basic Financial Statements provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements.  The notes can be found on pages 29-54 of this
report.
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Required Supplementary Information is also presented.  The City adopts an annual appropriated budget. Budgetary
comparison schedules for the major governmental funds have been provided to demonstrate compliance with this budget. 

Required supplementary information can be found on pages 56-58 of this report.

The combining and individual fund statements and schedules referred to earlier provide information for nonmajor
governmental, enterprise and internal service funds and are presented immediately following the required supplementary
information.  Combining and individual fund statements and schedules can be found on pages 62 –98 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.  In the case of
the City, assets exceeded liabilities by $724,416,295 at the close of the most recent fiscal year.

Net Assets

Governmental activities Business-type activities Total
2007 2006 2007 2006 2007 2006

Current and other assets $235,977,387 $235,172,812 $151,849,527 $75,157,357 $387,826,914 $310,330,169
Capital assets 376,422,992 362,971,175 294,466,111 284,722,417 670,889,103 647,693,592
   Total assets 612,400,379 598,143,987 446,315,638 359,879,774 1,058,716,017 958,023,761

Current and other liabilities 21,587,793 15,574,156 10,152,964 6,429,320 31,740,757 22,003,476
Long-term liabilities 176,800,687 167,533,635 125,758,279 66,018,487 302,558,966 233,552,122
Total liabilities 198,388,480 183,107,791 135,911,243 72,447,807 334,299,723 255,555,598

Net assets:
 Invested in capital assets, net of 
related debt 333,409,532 296,401,824 170,791,021 220,881,691 504,200,553 517,283,515
 Restricted net assets 93,168,664 120,937,678 93,168,664 120,937,678
 Unrestricted net assets (12,566,297) (2,303,306) 139,613,374 66,550,276 127,047,077 64,246,970
   Total net assets $414,011,899 $415,036,196 $310,404,395 $287,431,967 $724,416,294 $702,468,163

The largest portion of the City’s net assets, $504,200,553 (70 percent), reflects its investment in capital assets (e.g. land,
buildings, improvements, furnishings and equipment, buses and fare boxes, pipelines, and infrastructure), less any related 
debt used to acquire those assets that is still outstanding.  The City uses these capital assets to provide services to citizens; 
consequently, these assets are not available for future spending.  Although the City’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

Another significant portion of the City’s net assets represents unrestricted net assets of $127,047,0787 (17 percent),
which may be used to meet the City’s ongoing obligations to citizens and creditors.

The remaining balance of the City’s net assets of $93,168,664 (13 percent) represents resources that are subject to
external restrictions on how they may be used.

At the end of the 2007 fiscal year, the City reported positive balances in all three categories of net assets for the City as a 
whole.

The City’s net assets increased by $21,948,132 during the current fiscal year.  All of this increase is attributable to
Business-type activities.
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 The following table indicates the changes in net assets for governmental and business-type activities, as well as
comparative data for the prior year: 

Changes in Net Assets

Governmental activities Business-type activities Total
2007 2006 2007 2006 2007 2006

Revenues:
Program revenues:
   Charges for services $39,977,342 $39,789,386 $87,816,684 $79,482,231 $127,794,026 119,271,617
   Operating grants and contributions 12,701,177 11,892,511 11,059,129 8,317,889 23,760,306 20,210,400
   Capital grants and contributions 4,207,389 38,484,548 7,962,675 10,467,873 12,170,064 48,952,421
General revenues:
   Taxes 56,747,933 52,816,226 222,776 207,749 56,970,709 53,023,975
   Grants and contributions not 
      restricted for specific purposes 48,287,468 48,685,311 48,287,468 48,685,311
   Unrestricted investment earnings 8,330,079 3,255,401 5,406,639 2,504,291 13,736,718 5,759,692
  Settlements and recoveries 3,784,295 3,784,295
   Miscellaneous 3,582,325 2,827,161 3,582,325 2,827,161
           Total revenues 173,833,713 197,750,544 112,467,903 104,764,328 286,301,616 302,514,872

Expenses:
   General government 17,227,876 15,529,735 17,227,876 15,529,735
   Community development 12,025,105 12,241,213 12,025,105 12,241,213

Highways and streets 26,246,306 26,025,311 26,246,306 26,025,311
   Public works 12,557,512 6,491,062 12,557,512 6,491,062
   Parks and recreation 14,568,192 11,733,698 14,568,192 11,733,698

Public safety 83,793,361 74,500,043 83,793,361 74,500,043
   Interest on long-term debt 7,286,026 5,178,130 7,286,026 5,178,130
   Parking 1,475,340 1,287,450 1,475,340 1,287,450
   Water 35,540,918 29,989,775 35,540,918 29,989,775
   Sewer 24,156,577 22,716,100 24,156,577 22,716,100
   Storm drain 6,924,335 5,795,746 6,924,335 5,795,746
   Compost 1,225,462 941,919 1,225,462 941,919
   Airport 2,039,988 1,342,645 2,039,988 1,342,645
   Bus 13,758,421 12,119,311 13,758,421 12,119,311
   Golf 2,479,447 2,461,470 2,479,447 2,461,470
   Community center 2,543,121 2,465,644 2,543,121 2,465,644
          Total expenses 173,704,378 151,699,192 90,143,609 79,120,060 263,847,987 230,819,252

Increase in net assets before transfers 129,335 46,051,352 22,324,294 25,644,268 22,453,629 71,695,620
   Transfers (1,153,632) (1,416,790) 1,153,632 1,416,790
   Special item (505,498) (1,736,054) (505,498) (1,736,054)
Change in net assets (1,024,297) 44,634,562 22,972,428 25,325,004 21,948,131 69,959,566
Net assets - beginning 415,036,196 370,401,634 287,431,967 262,106,963 702,468,163 632,508,597
Net assets - ending $414,011,899 $415,036,196 $310,404,395 $287,431,967 $724,416,294 $702,468,163
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Governmental activities. Governmental activities decreased the City’s net assets by $1,024,297.  Taxes (mainly
Property and Utility Users taxes) increased about $4 million over 2006, due to rising tax bases; tax rates remained the
same.  Intergovernmental revenues in total were just slightly less than the previous year.  However,  Sales tax declined by 
$1.7 million and Motor Vehicle License revenue increased $1.2 million.  Sales tax revenue from the State of California
took a marked downturn in the fourth quarter (fiscal), while changes in the State’s distribution of Motor Vehicle License 
revenues are now tied more to property tax trends than the purchase and licensing of new vehicles.  The largest change
from the prior year is in capital grants and contributions, with $30 million coming from Community Facilities District
(CFD) bonds issued in 2006, and not repeated in 2007.  These CFD bonds have no City commitment, so the debt is not
reported as long-term debt and the proceeds were recorded as revenues in the 2006 financial statements.  Finally,
investment earnings grew by $5 million due to more favorable investment yields.

Expenses in total are up $22 million, or 14%, due largely to salary and wage increases (3-3.5%).  For 2007, the City’s
Community Forestry operation was moved to the Public Works function from Highways and Streets, resulting in a $4
million shift between those functions.

Business-type activities. Business-type activities increased the City’s net assets by $22,972,428.  As detailed in the
schedule on page 12, the Water, Sewer, Compost and Airport enterprises posted net incomes during the period.  Net
losses were experienced by Parking, Bus, Storm Drain, Golf and Community Center operations.  Depreciation expense,
which is the major cause of these net losses, is not included in these funds’ budgets or revenue-setting processes.  Storm 
Drain rates will be reviewed in 2008.

Charges for services are up about $8.3 million, due in part to a 5% water rate increase that became effective on July 1,
2006.   Settlements and recoveries revenue decreased $3.8 million, as PCE settlements slowed pending the outcome of
litigation (see Note II. L).  Investment earnings grew by $2.9 million due to more favorable investment yields and growth 
in the investment portfolio resulting from the deposit of water and wastewater bond proceeds.  Finally, expenses across
the board are up, primarily due to general increases in salaries and benefits, and the rise in utilities, fuel and materials
costs.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental funds. The general government functions are contained in the general, special revenue, capital projects,
and debt service funds.  The focus of the City’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources.  Such information is useful in assessing the City’s financing requirements.
In particular, unreserved fund balance may serve as a useful measure of a government’s net resources available for
spending at the end of the fiscal year.

At June 30, 2007, the City’s governmental funds reported combined fund balances of $138,763,177, a decrease of
$10,898,940 from the prior year.  Approximately 68% of the combined fund balances $94,853,284 constitutes unreserved
fund balance, which is available to meet the City’s current and future needs. The remainder of fund balance is reserved to 
indicate that it is not available for new spending because it has been committed: 1) to pay debt service ($7,390,425); 2) to 
reflect advances to other funds, loans receivable and property held for resale that are long-term and/or do not represent
available spendable resources ($15,347,594); 3) to liquidate contractual commitments of the period ($15,783,614); and 4) 
to meet Redevelopment Agency low and moderate income housing set-aside requirements ($5,388,260).

The General Fund is the chief operating fund of the City.  At June 30, 2007, unreserved fund balance of the General Fund 
was $10,713,910 while total fund balance was $14,448,883.  As a measure of the General Fund’s liquidity, it may be
useful to compare both unreserved fund balance and total fund balance to total fund expenditures.  Unreserved fund
balance represents 9.2 percent of total fund expenditures, while total fund balance represents 12.4 percent of that same
amount.  The prior year ratios were 20% and 22%, respectively.  The use of the fund balance reserves was planned and
budgeted during the year.

Revenues of governmental funds totaled $171,615,967 in fiscal year 2006-2007, which represents a decrease of 11.7%
from fiscal year 2005-2006.

Expenditures of governmental funds totaled $184,277,408 in fiscal year 2006-2007, representing an increase of 14.3%
over the prior year. 
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The following table presents governmental fund revenues from various sources, with comparisons to the prior year:

Revenues Classified by Source – Governmental Funds

• Taxes –Utility Users taxes, Property taxes, and Redevelopment Agency Tax Increment (an allocation of property taxes) all
increased over the prior year ($.8, $.2.1, and $.9 million, respectively), while the other tax categories showed only slight increases 
due to rising tax bases; tax rates remained unchanged.

• Intergovernmental – State sales taxes and motor vehicle license fees make up over half of these revenues.   Sales tax was down
$1.7 million, but vehicle license fees were up $1.2 million. The balance of the overall increase is due to higher grant revenues
from more aggressive grant billing during the year. 

• Charges for services – Included in this category are the Capital Facilities and Community Facility District Fees charged to
mitigate the impact of new development on City infrastructure needs.  These fees decreased $.8 million from the prior year, due to 
an overall slowing of new construction.

• Investment revenues increased over $2 million due to more favorable market conditions.  Fines and forfeitures increased from the
red light camera enforcement program and an increase in towed vehicle release fees.

• Contributions from property owners – This source was unique to the prior year, and represented the proceeds of bonds issued by
the Community Facility Districts that will be repaid by district charges to property owners.   The City has no commitment for the 
repayment of these bonds.

The following table presents expenditures by function compared to prior year amounts.

Expenditures by Functions
Governmental Funds

FY 2007 FY 2006 Increase (Decrease)
Exp by Function Amount Percent Amount Percent Amount % Change
General government $15,517,544 8.4% $14,111,535 8.8% $1,406,009 10.0%
Community development 11,789,640 6.4% 12,296,072 7.6% (506,432) -4.1%
Highways and streets 12,553,681 6.8% 14,357,041 8.9% (1,803,360) -12.6%
Public works 11,307,307 6.1% 5,647,023 3.5% 5,660,284 100.2%
Parks and recreation 13,348,613 7.2% 11,662,263 7.2% 1,686,350 14.5%
Public safety 80,988,650 43.9% 74,527,875 46.2% 6,460,775 8.7%
Capital outlay 30,194,778 16.4% 21,563,774 13.4% 8,631,004 40.0%
Debt Service-principal retirement 2,008,538 1.1% 1,901,827 1.2% 106,711 5.6%
Debt Service-interest charges 4,413,300 2.4% 4,576,780 2.8% (163,480) -3.6%
Debt Service-Advance refunding 822,228 0.4% 822,228 100.0%
Debt Service-other 1,333,129 0.7% 618,742 0.4% 714,387 115.5%
Total $184,277,408 100.0% $161,262,932 100.0% $23,014,476 14.3%

FY 2007 FY 2006 Increase (Decrease)
Revenues by Source Amount Percent Amount Percent Amount % Change
Taxes $56,748,017 33.1% $52,816,596 27.2% $3,931,421 7.4%
Licenses and permits 187,289 0.1% 146,854 0.1% 40,435 27.5%
Intergovernmental 66,129,862 38.5% 64,759,658 33.3% 1,370,204 2.1%
Charges for services 36,979,023 21.5% 37,802,149 19.4% (823,126) -2.2%
Special assessments 51,634 0.0% 65,909 0.0% (14,275) -21.7%
Interest and rent 4,837,419 2.8% 3,755,169 1.9% 1,082,250 28.8%
Net increase (decrease) in fair value 1,168,857 0.7% 103,036 0.1% 1,065,821 1034.4%
Fines and forfeits 2,699,445 1.6% 1,675,926 0.9% 1,023,519 61.1%
Contribution of property owners 30,473,773 15.7% (30,473,773) 100.0%
Miscellaneous 2,814,421 1.5% 2,821,161 1.4% (6,740) -0.2%
Total $171,615,967 100.0% $194,420,231 100.0% ($22,804,264) -11.7%
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The following provides an explanation of the expenditures by function that changed significantly over the prior year:

• General government –Expenditures increased about $1.4 million, or 10% over the prior year, generally due to modest 
salary and benefit increases during the year.

• Highways and streets – Expenditures show a decrease of $1.8 million or 12.6%, mostly due to a reclassification of
the $5 million Community Forestry division from Streets to Public Works.

• Public Works – As noted above, the Community Forestry operations are now included in this category.

• Public safety –Expenditures increased about $6.5 million, or 8.7% over the prior year.  Cost of living increases  and
related benefits and pension costs contributed significantly toward this increase. 

• Capital outlay –The increase of $8.6 million the substantial expenditure of the prior year Community Facilities
Districts bond funds on infrastructure improvements in the Districts. 

Other financing sources and uses are presented below to illustrate changes from the prior year:

Other Financing sources (Uses)
Governmental Funds

Increase/(Decrease)
FY 2007 FY 2006 Amount Percent

Transfers in $23,985,863 $17,724,718 $6,261,145 35.3%
Transfers out (26,399,280) (20,267,476) (6,131,804) 30.3%
Proceeds of loans payable 44,138 44,138 100.0%
Proceeds of lease revenue bonds 62,275,000 62,275,000 100.0%
Payments to refunded certificates of

participation escrow agent (58,911,124) (58,911,124) -100.0%
Sale of assets 767,904 6,000 761,904 12698.4%
  Net financing sources (uses) $1,762,501 ($2,536,758) $4,299,259 -169.5%

• Transfers - The City uses interfund transfers to: (1) move revenues from the funds that collect them in accordance
with statutory and/or budgetary requirements,  (2) use unrestricted revenues collected in the General Fund to help
finance various programs and capital projects accounted for in other funds in accordance with budgetary
authorization, and (3) move cash to debt service funds from the funds responsible for payment as debt service
payments become due. 

The net transfers from governmental funds for 2007 were ($2,413,417), compared to $2,542,758, in the prior year.
This net transfer is to the proprietary funds, and consists mainly of the operating subsidy to Community Center
operations and funding to the Fleet internal services fund for vehicle and equipment replacement.

The annual totals for both transfers in and out vary, depending on the nature of the activities that are undertaken each 
year.

• Debt transactions – The City received $44,138 proceeds from a loan from the Stanislaus County Economic
Development Bank for business park planning costs.  In addition, this schedule reflects the effects of the partial
refunding of the 1998 lease revenue bonds.  Additional information can be found in Note C. Long-term Debt. 

• Sale of assets – In 2007 the City sold the decommissioned park at 17th and G Streets to the Redevelopment Agency
for future use in an affordable housing project.  The proceeds represent the appraised value of the property.

The current year excess of revenues and other financing sources over expenditures and other financing uses is presented
in the following table:
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Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

The fund balance of the City’s General Fund decreased by $8,860,632 during the fiscal year.  Total revenues increased
$3.1 million, while expenditures increased $12.6 million over the prior year.  While revenues didn’t increase as much as
projected, these changes were consistent with plans to spend down the General Fund reserves closer to the City Council’s 
adopted 8% level.

Capital Facility Fee revenues, derived from impact fees on new development, decreased $1.9 million from the prior year, 
reflecting the decrease in housing starts.  Expenditures on capital projects increased by $931,112.  Yet, revenues still
exceeded expenditures by $1.1 million.  The significant fund balance is budgeted for large, multi-year projects to mitigate 
the effects of growth on the community.

Community Facility Districts became a major fund in 2006 with the infusion of  $30 million from bonds issued that year.
Regular CFD charges were $3.8 million more than in 2006, but expenditures increased almost $10 million.  Significant
expenditures on capital projects are expected to continue over the next 3 years.

Proprietary funds.  The City’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. 
The following table shows actual revenues, expenses and results of operations of enterprise funds for the 
current fiscal year:

The Water, Sewer, Compost, and Airport enterprises posted net incomes during the period.  It is important to note that
while the Water and Sewer funds show rather healthy operating results, capital improvement expenditures and debt
service principal payments incurred during the year are not reflected in the expenditure totals shown above.  Net losses

M ajor Funds Nonmajor Funds
Capital Community Special Capital Debt

General Facility Fees Facilities Revenue Projects Service
Fund Fund Districts Funds Funds Funds Total

Revenues $117,932,681 $11,340,636 $8,915,860 $22,344,948 $7,513,088 $3,568,754 $171,615,967
Expenditures (116,890,402) (10,265,441) (16,624,064) (23,629,379) (9,804,377) (7,063,745) (184,277,408)
Other financing
sources/(uses), net (9,902,911) 120,682 (920,085) 518,593 9,316,252 2,629,970 1,762,501
Net change in fund 
balances (8,860,632) 1,195,877 (8,628,289) (765,838) 7,024,963 (865,021) (10,898,940)

Fund balance-July 1 23,309,515 42,107,113 42,135,367 27,441,931 6,412,745 8,255,446 149,662,117
Fund balance June 30 $14,448,883 $43,302,990 $33,507,078 $26,676,093 $13,437,708 $7,390,425 $138,763,177

Major Funds Nonmajor Funds
Storm Community

Water Sewer Bus Parking Drain Compost Airport Golf Center Total
Operating revenues $49,305,033 $24,833,019 $2,545,790 $1,128,755 $5,403,474 $1,254,137 $604,214 $2,189,384 $552,878 $87,816,684
Operating expenses (32,466,468) (21,271,818) (13,614,093) (1,441,651) (6,546,654) (1,193,925) (2,008,982) (2,172,537) (2,488,250) (83,204,378)

Operating income (loss) 16,838,565 3,561,201 (11,068,303) (312,896) (1,143,180) 60,212 (1,404,768) 16,847 (1,935,372) 4,612,306

Non-operating revenues 
(expenses), net 1,329,710 (247,291) 9,886,461 37,724 (219,287) 42,464 1,004,763 (198,809) 490,142 $12,125,877

Income (loss) before 
capital contributions, 
transfers and special 
items 18,168,275 3,313,910 (1,181,842) (275,172) (1,362,467) 102,676 (400,005) (181,962) (1,445,230) 16,738,183
Contributions, transfers 
and special items 2,248,550 2,618,988 299,457 180,000 844,912 (99,000) 1,087,352 42,061 724,826 7,947,146
      Net income (loss) $20,416,825 $5,932,898 ($882,385) ($95,172) ($517,555) $3,676 $687,347 ($139,901) ($720,404) $24,685,329
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were experienced by the other enterprise funds.  Golf and Community Center normally receive annual operating subsidies 
from the General fund, but these subsidies do not cover depreciation expenses, resulting in net losses overall. This is also 
the case with the Bus fund, which receives capital funding from the federal government.   Also, the Golf fund did not
receive a subsidy in 2007.  Revenues in the Water utility fund rose during the year due to an average 5% rate increase, the 
last in a series of rate increases to fund capital improvements and debt service, as well as normal growth in the customer
base.

GENERAL FUND BUDGETARY HIGHLIGHTS

Budget to actual information for the major governmental funds are presented as Required Supplementary Information,
beginning on page 56 of this report.

While the City Council amended the budget several times, the differences between the original budget and the final
amended budget for the General Fund were relatively minor.  The estimated revenues increased about $3.7 million (3%), 
while total appropriations were increased $5.6 million, or about 5%.   These amendments, generally, were to adjust the
actual beginning balances and carryovers after closing the prior fiscal year, and to reflect adjustments to current estimates 
based on the periodic monitoring of revenue and expenditures throughout the year.

Revenues came in $3.1 million less than the final estimates.  Variances in Sales tax ($2.3 million), Property taxes
($400,000) and construction related revenues ($600,000) were due to the effects of the sub-prime mortgage market that
hit in the fourth quarter of fiscal 2007.

Expenditures, overall, were $3.2 million under budget, primarily due to efforts of departments to realize savings, and
certain purchases being deferred to future periods.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital assets

The City’s investment in capital assets for its governmental and business-type activities as of June 30, 2007, amounted to 
$670,889103 (net of accumulated depreciation).  The total increase in the City’s investment in capital assets for the
current period was 3.6 percent.  Capital assets, net of depreciation, for the governmental and business-type activities are
presented below to illustrate changes from the prior year.

Major capital asset events during the current fiscal year included the following:

• Construction in progress – Governmental fund increased due to bond-financed CFD road improvements, roundabouts 
and a pedestrian overcrossing in Village I.  Business type increases were in Water ($6 million) and Sewer ($9.2
million) improvements.

• Land – Right-of-way was acquired for the widening of the Pelandale expressway to six lanes.

Increase
Governmental Business type Total (decrease)

Percent
2007 2006 2007 2006 2007 2006  Change $ change

Land $24,972,386 $22,982,481 $26,811,152 $26,539,639 $51,783,538 $49,522,120 4.6% $2,261,418
Buildings 20,090,053 21,142,099 45,833,974 48,322,570 65,924,027 69,464,669 -5.1% (3,540,642)
Improvements 16,437,093 16,668,974 55,372,253 59,863,277 71,809,346 76,532,251 -6.2% (4,722,905)
Furnishings and 
equipment 9,086,379 8,059,702 2,405,596 2,893,008 11,491,975 10,952,710 4.9% 539,265
Equipment pool 15,095,983 15,232,410 15,095,983 15,232,410 -0.9% (136,427)
Streets 231,315,998 234,966,127 231,315,998 234,966,127 -1.6% (3,650,129)
Signalization 6,202,103 6,583,733 6,202,103 6,583,733 -5.8% (381,630)
Bridges 23,965,873 25,239,107 23,965,873 25,239,107 -5.0% (1,273,234)
Buses & fareboxes 7,553,177 8,197,997 7,553,177 8,197,997 -7.9% (644,820)
Pipelines 112,994,297 110,263,919 112,994,297 110,263,919 2.5% 2,730,378
Construction in 
progress 29,257,124 12,096,542 43,495,662 28,642,007 72,752,786 40,738,549 78.6% 32,014,237
Total $376,422,992 $362,971,175 $294,466,111 $284,722,417 $670,889,103 $647,693,592 3.6% $23,195,511
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The City’s infrastructure assets are recorded at historical cost in the government-wide financial statements.  Depreciation
expense is recorded using the straight-line method, based on estimated useful life of the asset.  Additional information on 
the City’s capital assets can be found in note II.B on pages 37-38 of this report.

Long-term debt

At June 30, 2007, the City had total long-term liabilities outstanding of $302,558,966, net of unamortized discounts and
deferred amounts on refunding, as compared to $233,552,122 in the prior year. This amount was comprised of
$66,440,000 of lease revenue bonds, $90,826,989 of certificates of participation, $51,558,192 of revenue bonds payable, 
$67,888,5123 of estimated compensated absences, $16,626,237 of claims liability, $2,407,414 of loans payable,
$2,083,189 of developer advances, $362,987 of capital leases, and $4,365,446 of notes payable.  During the year,
retirement of debt and other reductions amounted to $82,513,016, and new debt and other additions totaled $151,519,859.
These totals include the effects of refunding most of the 1998 lease revenue bonds ($58 and $62 million, respectively) ,
the issuance of new Water certificates of participation and Sewer revenue bonds ($46.3 and $16.5 million, respectively),
and  new estimates for compensated absences ($6.3 million).  Additional information on the City’s long-term debt can be 
found in note II.C on pages 39-47 of this report.

Modesto maintains an Employee Benefits internal service fund (EBF) to pay a portion of retiree health benefits and other 
employee related expenses.  While the City has yet to implement GASB Statement No. 45 related to Other Post
Employment Benefits, the City has consistently included an estimate of its retiree health care obligation from sick-leave
conversion in its compensated absences liability.  As of June 30, 2007, this amounts to approximately $57.5 million of the 
$67.9 million listed above.  This contributes significantly to the EBF’s $49 million unfunded liability.  Additional
information on the City’s EBF can be found in Notes II-H and III-G.

Economic Factors and Next Year’s Budget and Rates

• Consumer Price Index – Growth in the CPI has been relatively stable during the past six years. In June 2000, the
CPI-Western Urban Index was 3.5 % higher than the year before.  In the year ending June 30, 2007, the CPI-Western
Urban Index increased 3.0%.

• Taxable Sales - Taxable sales growth has ranged from 11% to 5.7% during the last couple of years.  In future years, 
annual taxable sales growth is projected to be lower due to the effects of the slow down in new housing starts and the 
sub-prime mortgage market collapse. 

• Building Permit Activity - Building permit issuance, which had been extremely robust for several years, peaked at
5,968 for fiscal 2006.  For the fiscal year ending June 30, 2007, 5,174 permits were issued, with an average
construction value of $44,000.

• Utility Service Charges - Water utility rates were increased an average of 5% effective July 1, 2006.  This is the last 
in a series of increases adopted by the City Council and is intended to fund major capital improvements to the water
system.  A new water utility rate study will be undertaken in the second half of the 2007-2008 fiscal year.  The City
Council adopted new sewer utility rates that became effective August 1, 2007.  New sewer connection fees were also 
adopted in July, raising the average fee from $500 per home to $4,876 per home.

All of these factors were considered in preparing the City’s budget for fiscal year 2008.

During the current fiscal year, unreserved fund balance in the General Fund decreased by $9.6 million, to $10,713,910,
which represents 8.3% of total General Fund outflows versus the City Council’s target of 8%.  The budget adopted for
fiscal year 2007-2008 maintains this target reserve level.

Requests for Information

This financial report is designed to provide a general overview of the City’s finances for all those with an interest in the
City’s financial condition. Questions concerning any of the information provided in this report and requests for additional 
financial information should be addressed to the City of Modesto, Attention: Finance Department, P.O. Box 642,
Modesto, CA   95353.
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CITY OF MODESTO
STATEMENT OF NET ASSETS

June 30, 2007

Governmental Business-type
Activities Activities Total

ASSETS
Cash and cash equivalents $ 176,305,862 $ 137,390,448 $ 313,696,310
Accounts receivable, net 2,065,948 318,958 2,384,906
Interest receivable 523,867 537,321 1,061,188
Utility billings receivable, net 886,786 9,640,604 10,527,390
Taxes receivable 9,840,090 5,905 9,845,995
Due from governments, net 11,301,723 2,588,188 13,889,911
Notes receivable, net 15,117,307 15,117,307
Prepaid expenses 1,308 706,673 707,981
Property held for resale 780,000 630,000 1,410,000
Internal balances 1,754,404 (1,754,404)
Inventories 763,492 763,492
Unamortized costs of debt issuance 1,785,834 1,785,834
Investments in joint ventures 16,636,600 16,636,600
Capital assets:
  Land and construction in progress 54,229,510 70,306,814 124,536,324
  Other capital assets, net of accumulated depreciation 322,193,482 224,159,297 546,352,779

Total assets 612,400,379 446,315,638 1,058,716,017

LIABILITIES
Accounts payable 8,541,419 4,987,924 13,529,343
Accrued salaries and benefits 1,372,293 238,264 1,610,557
Approved loans payable 2,724,225 2,724,225
Interest payable 836,032 726,834 1,562,866
Unearned revenues 3,771,698 3,118,569 6,890,267
Refundable deposits 4,342,126 1,081,373 5,423,499
Long-term liabilities:
  Due within one year 10,210,601 3,110,947 13,321,548
  Due in more than one year 166,590,086 122,647,332 289,237,418

Total liabilities 198,388,480 135,911,243 334,299,723

NET ASSETS
Invested in capital assets, net of related debt 333,409,532 170,791,021 504,200,553
Restricted for:
  Capital projects 58,413,311 58,413,311
  Housing and community development 22,222,295 22,222,295
  Redevelopement 9,818,201 9,818,201
  Debt Service 151,916 151,916
  Other purposes 2,562,941 2,562,941
Unrestricted (12,566,297) 139,613,374 127,047,077

Total net assets $ 414,011,899 $ 310,404,395 $ 724,416,294

The notes to basic financial statements are an integral part of this statement.
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CITY OF MODESTO
STATEMENT OF ACTIVITIES

Year ended June 30, 2007

Operating Capital
Charges for Grants and Grants and

Expenses Services Contributions Contributions
FUNCTIONS/PROGRAMS:
  Governmental activities:
    General government $ 17,227,876 $ 3,775,368
    Community development 12,025,105 10,873,541
    Highways and streets 26,246,306 10,719,009 $ 4,525,132 $ 2,102,247
    Public works 12,557,512 1,757,648 964,612
    Parks and recreation 14,568,192 4,437,320 3,610,022 2,105,142
    Public safety 83,793,361 8,414,456 3,601,411
    Interest on long-term debt 7,286,026
      Total governmental activities 173,704,378 39,977,342 12,701,177 4,207,389

  Business-type activities:
    Parking 1,475,340 1,128,755
    Water 35,540,918 49,305,033 831,798 3,009,620
    Sewer 24,156,577 24,833,019 2,666,690
    Storm Drain 6,924,335 5,403,474 844,912
    Compost 1,225,462 1,254,137
    Airport 2,039,988 604,214 554,649 1,077,802
    Bus 13,758,421 2,545,790 9,672,682 363,651
    Golf 2,479,447 2,189,384
    Community Center 2,543,121 552,878
      Total business-type activities 90,143,609 87,816,684 11,059,129 7,962,675

Total $ 263,847,987 $ 127,794,026 $ 23,760,306 $ 12,170,064

General revenues:
  Taxes:
    Utility users tax
    Property taxes, levied for general purposes
    Property taxes, generated by and allocated to the airport
    Tax increments for redevelopment agency
    Transient occupancy tax
    Franchise tax
    Business license tax, levied for general purposes
    Business license tax, levied for downtown improvement district
    Business license tax, generated by and allocated to the airport
    Intergovernmental revenue not restricted to specific programs:
     Sales tax
     Motor vehicle license fee
     Other
  Unrestricted investment earnings
  Miscellaneous
Transfers, net
Special item - PCE legal fees

    Total general revenues, transfers and special item

Change in net assets

Net assets, July 1

Net assets, June 30
The notes to basic financial statements are an integral part of this statement.
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Governmental Business-type
Activities Activities Total

$ (13,452,508) $ (13,452,508)
(1,151,564) (1,151,564)
(8,899,918) (8,899,918)
(9,835,252) (9,835,252)
(4,415,708) (4,415,708)

(71,777,494) (71,777,494)
(7,286,026) (7,286,026)

(116,818,470) (116,818,470)

$ (346,585) (346,585)
17,605,533 17,605,533

3,343,132 3,343,132
(675,949) (675,949)

28,675 28,675
196,677 196,677

(1,176,298) (1,176,298)
(290,063) (290,063)

(1,990,243) (1,990,243)
16,694,879 16,694,879

(116,818,470) 16,694,879 (100,123,591)

18,319,573 18,319,573
16,456,379 16,456,379

209,722 209,722
5,303,521 5,303,521
2,264,699 2,264,699
3,823,216 3,823,216

10,359,058 10,359,058
221,487 221,487

13,054 13,054

27,884,852 27,884,852
16,233,262 16,233,262

4,169,354 4,169,354
8,330,079 5,406,639 13,736,718
3,582,325 3,582,325

(1,153,632) 1,153,632
(505,498) (505,498)

115,794,173 6,277,549 122,071,722

(1,024,297) 22,972,428 21,948,131

415,036,196 287,431,967 702,468,163

$ 414,011,899 $ 310,404,395 $ 724,416,294
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CITY OF MODESTO
BALANCE SHEET - GOVERNMENTAL FUNDS

June 30, 2007

Capital Community
Facility Facilities Other Total

General Fees Districts Governmental Governmental

ASSETS
Cash and cash equivalents $ 1,900,218 $ 44,890,897 $ 11,503,718 $ 25,137,422 $ 83,432,255
Cash and cash equivalents with
 fiscal agent 24,186,705 10,963,438 35,150,143
Receivables:
  Accounts 819,211 69 388,712 1,207,992
  Interest 22,556 185,058 77,521 94,494 379,629
  Utilities, net 869,711 17,075 886,786
  Taxes 9,194,905 52,302 592,883 9,840,090
Due from governments 895,397 132,976 134,599 10,138,751 11,301,723
Due from other funds 4,320,000 4,320,000
Notes receivable, net 15,117,307 15,117,307
Prepaid expenses/expenditures 1,308 1,308
Property held for resale 780,000 780,000
Restricted assets:
  Cash and cash equivalents 2,066,814 2,274,311 4,341,125
Advances to other funds 2,301,490 102,124 2,403,614

Total assets $ 22,390,302 $ 45,209,000 $ 38,229,156 $ 63,333,514 $ 169,161,972
 

LIABILITIES AND FUND BALANCES
Liabilities:
  Accounts payable $ 2,544,093 $ 549,683 $ 2,362,333 $ 1,683,775 $ 7,139,884
  Accrued salaries and benefits 1,150,233 4,210 129,940 1,284,383
  Approved loans payable 2,724,225 2,724,225
  Due to other funds 4,320,000 4,320,000
  Deferred revenues 397,817 81,223 6,801,765 7,280,805
  Payable from restricted assets:
    Refundable deposits 2,066,814 2,274,312 1,000 4,342,126
  Advances from other funds 1,782,462 1,356,327 168,583 3,307,372

Total liabilities 7,941,419 1,906,010 4,722,078 15,829,288 30,398,795

Fund balances:
  Reserved 3,734,973 3,888,291 2,340,868 33,945,761 43,909,893
  Unreserved:
    Designated, reported in:
      General fund
      Special revenue funds 11,520,508 11,520,508
      Capital projects funds 39,414,699 31,166,210 6,062,872 76,643,781
    Undesignated, reported in:
      General fund 10,713,910 10,713,910
      Special revenue funds 365,402 365,402
      Capital projects funds (4,390,317) (4,390,317)

Total fund balances 14,448,883 43,302,990 33,507,078 47,504,226 138,763,177

Total liabilities and fund balances $ 22,390,302 $ 45,209,000 $ 38,229,156 $ 63,333,514 $ 169,161,972

The notes to basic financial statements are an integral part of this statement.
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CITY OF MODESTO
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS - GOVERNMENTAL ACTIVITIES
June 30, 2007

Total fund balances - total governmental funds $ 138,763,177

Amounts reported for governmental activities in the statement of net assets are
 different because:

Capital assets used in governmental activities are not financial resources and,
 therefore, are not reported in the governmental funds.

General capital assets:
Nondepreciable $ 53,408,477
Depreciable 80,490,251
Accumulated depreciation on general capital assets (39,290,464)

Infrastructure:
Depreciable 474,126,776
Accumulated depreciation on infrastructure (212,642,804) 356,092,236

Other long-term assets are not available to pay for current-period expenditures and,
 therefore, are:

Deferred in the governmental funds, or $ 3,509,107
Investments in joint ventures 16,636,600 20,145,707

Internal service funds are used by management to charge the costs of activities
 to individual funds.  The assets and liabilities of internal service funds are
 included in governmental activities in the statement of net assets. (8,224,089)

Some liabilities are not due and payable in the current period and therefore are not
 reported in the funds.

Bonds payable and other long-term debt $ (91,930,138)
Accrued interest (834,994) (92,765,132)

Net assets of governmental activities $ 414,011,899

The notes to basic financial statements are an integral part of this statement.
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CITY OF MODESTO
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS
Year ended June 30, 2007

Capital Community
 Facility Facilities Other Total

General Fees Districts Governmental Governmental

REVENUES:
  Taxes $ 50,376,565 $ 6,371,452 $ 56,748,017
  Licenses and permits 100,682 86,607 187,289
  Intergovernmental 48,014,025 $ 107,941 $ 391,586 17,616,310 66,129,862
  Charges for services 15,503,085 9,474,111 6,454,501 5,547,326 36,979,023
  Special assessments levied 51,634 51,634
  Interest and rent 406,462 1,225,368 1,830,462 1,375,127 4,837,419
  Net increase in fair value 
  of investments 146,546 533,025 239,311 249,975 1,168,857
  Fines and forfeits 1,158,163 1,541,282 2,699,445
  Contribution from property owners
  Miscellaneous  2,175,519 191 638,711 2,814,421
    Total revenues 117,932,681 11,340,636 8,915,860  33,426,790 171,615,967

EXPENDITURES:
  Current:
    General government 13,955,223 64,700 1,497,621 15,517,544
    Community development 5,346,382 1,336,926 5,106,332 11,789,640
    Highways and streets 1,904,430 10,649,251  12,553,681
    Public works 6,364,052 132,540 4,810,715 11,307,307
    Parks and recreation 12,071,962 1,077,571 199,080 13,348,613
    Public safety 78,405,328 2,583,322 80,988,650
  Capital outlay 737,392 6,632,459 15,287,138 7,537,789 30,194,778
  Debt service:
    Principal retirement 9,719 435,185 1,563,634 2,008,538
    Interest 344 18,556 4,394,400 4,413,300
     Advance refunding escrow 822,228 822,228
    Other 1,333,129 1,333,129
      Total expenditures 116,890,402 10,265,441 16,624,064 40,497,501  184,277,408

EXCESS OF REVENUES
OVER (UNDER) EXPENDITURES 1,042,279 1,075,195 (7,708,204) (7,070,711) (12,661,441)

OTHER FINANCING SOURCES 
  (USES):
  Transfers in 2,437,022 1,112,897 196,035 20,239,909 23,985,863
  Transfers out (12,339,933) (992,215) (1,116,120) (11,951,012) (26,399,280)
 Issuance of loans payable 44,138 44,138
 Issuance of lease revenue bonds 62,275,000 62,275,000
 Payments to refunded certificates of
  participation escrow agent (58,911,124) (58,911,124)
 Sale of assets 767,904 767,904
    TOTAL OTHER FINANCING 
     SOURCES (USES) (9,902,911) 120,682 (920,085) 12,464,815 1,762,501

NET CHANGE IN FUND 
BALANCES (8,860,632) 1,195,877 (8,628,289) 5,394,104 (10,898,940)
  FUND BALANCES, July 1 23,309,515 42,107,113 42,135,367 42,110,122 149,662,117

FUND BALANCES, June 30 $ 14,448,883 $ 43,302,990 $ 33,507,078 $ 47,504,226 $ 138,763,177

The notes to basic financial statements are an integral part of this statement.
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CITY OF MODESTO
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES -GOVERNMENTAL ACTIVITIES
Year Ended June 30, 2007

Net change in fund balances - total governmental funds $ (10,898,940)

Amounts reported for governmental activities in the statement of activities are
 different because:

Governmental funds report capital outlay as expenditures.  However, in the 
 statement of activities the cost of those assets is allocated over their estimated
 useful lives and reported as depreciation expense.

Capital outlay $ 30,194,778
Depreciation expense (17,270,077) 12,924,701

In the statement of activities, only the gain or loss on the sales of capital assets
 is reported, whereas in the governmental funds, the proceeds from such sales
 increase financial resources.  Thus, the change in net assets differs from the
 change in fund balances by the cost of the assets sold. (1,336,923)

Developer donations of infrastructure assets are not included in the fund statements.
Thus, the change in net assets differs from the change in fund balance by the value
of these asset donations. 1,272,207

Revenues in the statement of activities that do not provide current financial
 resources are not reported as revenues in the funds.

Change in deferred revenue $ (2,146,168)
Change in investment in joint venture 213,558 (1,932,610)

The issuance of long-term debt provides current financial resources to governmental
 funds, while the repayment of the principal of long-term debt consumes the current
 financial resources of governmental funds.  Neither transaction, however, has any
 effect on net assets.  

Principal retirement 59,803,538
Proceeds of long term debt (62,319,138) (2,515,600)

Some expenses reported in the statement of activities do not require the use of
 current financial resources and therefore are not reported as expenditures in
 governmental funds.

Change in accrued interest 409,332

Internal service funds are used by management to charge the costs of certain
 activities to individual funds.  The net revenue (expense) of internal service
 funds is reported with governmental activities. 1,053,536

Change in net assets of governmental activities $ (1,024,297)

The notes to basic financial statements are an integral part of this statement.
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CITY OF MODESTO
STATEMENT OF NET ASSETS - PROPRIETARY FUNDS

June 30, 2007

Enterprise
Other Total Internal

Water Sewer Bus Enterprise Enterprise Service
ASSETS

Current assets:
  Cash and cash equivalents $ 39,127,144 $ 22,773,037 $ 4,152,663 $ 5,032,664 $ 71,085,508 $ 53,382,339
  Cash and cash equivalents with fiscal agent 2,445,103 4,049,547 610,647 7,105,297
  Receivables:
    Accounts 44,534 34,844 239,580 318,958 857,956
    Interest 337,254 166,699 17,008 16,360 537,321 144,238
    Utilities, net 6,441,602 2,641,080 557,922 9,640,604
    Taxes 5,109 796 5,905
  Due from governments 1,803,311 784,877 2,588,188
  Prepaid expenses 706,673 706,673
  Inventories 763,492
  Property held for resale 630,000 630,000
  Advances to other funds 1,782,462
      Total current assets 49,062,885 29,674,897 6,007,826 7,872,846 92,618,454 56,930,487

Noncurrent assets:
  Restricted assets-cash and cash equivalents 42,767,102 16,432,541 59,199,643
  Unamortized costs of issuance 892,938 892,896 1,785,834
  Land and construction in progress 15,958,371 34,942,347 5,416,369 13,989,727 70,306,814 821,033
  Other capital assets, net of accumulated depreciation 63,948,764 103,300,068 13,726,444 43,184,021 224,159,297 19,509,723
      Total noncurrent assets 123,567,175 155,567,852 19,142,813 57,173,748 355,451,588 20,330,756

      Total assets 172,630,060 185,242,749 25,150,639 65,046,594 448,070,042 77,261,243

LIABILITIES
Current liabilities:
  Accounts payable $ 523,698 $ 2,715,641 $ 753,143 $ 995,442 $ 4,987,924 $ 1,401,535
  Accrued salaries and benefits 73,227 99,100 18,910 47,027 238,264 87,910
  Interest payable 264,620 410,407 51,807 726,834 1,038
  Current portion - compensated absences 3,259,769
  Current portion - claims liability 4,583,644
  Current portion - long-term debt 1,018,977 1,710,000 289,148 3,018,125 102,188
  Current portion - developer advances 92,822 92,822
  Deferred revenues 2,897,511 221,058 3,118,569
      Total current liabilities 1,973,344 4,935,148 3,669,564 1,604,482 12,182,538 9,436,084

Noncurrent liabilities:
  Payable from restricted assets -
   refundable deposits 656,522 424,851 1,081,373
  Compensated absences 64,628,743
  Claims liability 12,042,593
  Long-term debt:
    Revenue bonds payable 49,848,192 49,848,192
    Loan payable 1,754,299 1,754,299
    Notes payable 116,220
    Obligations under capital leases 77,485 77,485 137,392
    Certificates of participation 63,541,989 5,435,000 68,976,989
  Developer advances 1,990,367 1,990,367
 Advances from other funds 878,704 878,704
      Total noncurrent liabilities 67,943,177 50,273,043 6,391,189 124,607,409 76,924,948

      Total liabilities 69,916,521 55,208,191 3,669,564 7,995,671 136,789,947 86,361,032

NET ASSETS
Invested in capital assets, net of related debt 55,702,450 102,691,913 19,142,813 51,372,115 170,791,021 20,091,176
Unrestricted 47,011,089 27,342,645 2,338,262 5,678,808 140,489,074 (29,190,965)

      Total net assets $ 102,713,539 $ 130,034,558 $ 21,481,075 $ 57,050,923 311,280,095 $ (9,099,789)

Adjustment to reflect the consolidation of internal service fund activities 
   related to enterprise funds. (875,700)

Net assets of business-type activities $ 310,404,395
The notes to basic financial statements are an integral part of this statement.
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CITY OF MODESTO
STATEMENT OF REVENUES, EXPENSES, AND CHANGES

IN FUND NET ASSETS - PROPRIETARY FUNDS
Year ended June 30, 2007

Other Total Internal
Water Sewer Bus Enterprise Enterprise Service

OPERATING REVENUES:
  Charges for services $ 49,289,417 $ 24,776,869 2,390,892 $ 11,086,967 $ 87,544,145 $ 43,641,010
  Sales 4,757,411
  Cost of sales (3,939,828)
  Miscellaneous 15,616 56,150 154,898 45,875 272,539
      Total operating revenues 49,305,033 24,833,019 2,545,790 11,132,842 87,816,684 44,458,593

OPERATING EXPENSES:
  Salaries and wages 4,105,016 5,136,040 914,950 2,633,769 12,789,775 4,379,438
  Contractual services 2,041,814 2,700,492 7,667,756 4,921,651 17,331,713 983,009
  Utilities 1,926,634 1,107,437 78,238 413,330 3,525,639 485,393
  Maintenance and supplies 4,034,053 2,770,550 1,599,586 2,375,374 10,779,563 3,935,434
  Water purchases 12,904,328 12,904,328
  Insurance 131,337 298,464 55,941 160,279 646,021 13,398,895
  Claims expense 9,231,869
  Employee benefits 1,561,618 2,100,382 339,276 1,032,997 5,034,273 10,851,683
  Administration services 2,237,066 1,238,155 497,071 1,302,286 5,274,578 1,504,323
  Allocated indirect administrative costs 1,049,489 760,932 277,794 406,422 2,494,637 264,010
  Other 78,673 130,838 89,894 77,925 377,330 147,574
  Depreciation 2,396,440 5,028,528 2,093,587 2,527,966 12,046,521 3,198,649
      Total operating expenses 32,466,468 21,271,818 13,614,093 15,851,999 83,204,378 48,380,277

OPERATING INCOME (LOSS) 16,838,565 3,561,201 (11,068,303) (4,719,157) 4,612,306 (3,921,684)

NONOPERATING REVENUES (EXPENSES)
  Operating grants 9,672,682 554,649 10,227,331 4,000
  Gain (Loss) on disposition of capital assets (147,600) (112,741) (18,470) (189,445) (468,256) (659,282)
  Tax revenue 222,776 222,776
  Tax expense (85,487) (91,495) (14,801) (191,783)
  Interest income 2,242,135 812,288 113,220 100,579 3,268,222 1,481,764
  Net increase in fair value of investments 734,296 400,169 40,923 61,723 1,237,111 628,481
  Rental income 37,770 58,354 78,106 727,076 901,306
  Settlements and recoveries 831,798 663,663 1,495,461
  Interest expense (2,249,824) (1,931,309) (305,560) (4,486,693) (10,577)
  Amortization of costs of issuance (33,378) (46,220) (79,598)
      Total nonoperating revenues (expenses) 1,329,710 (247,291) 9,886,461 1,156,997 12,125,877 1,444,386

INCOME (LOSS) BEFORE CAPITAL
 CONTRIBUTIONS AND TRANSFERS 18,168,275 3,313,910 (1,181,842) (3,562,160) 16,738,183 (2,477,298)

Capital contributions 2,345,957 2,666,690 363,651 1,922,714 7,299,012 558,148
Transfers in 264,000 226,389 1,500 985,437 1,477,326 1,298,335
Transfers out (65,000) (65,000) (65,694) (128,000) (323,694) (38,550)
Special item (296,407) (209,091) (505,498)

CHANGE IN NET ASSETS 20,416,825 5,932,898 (882,385) (782,009) 24,685,329 (659,365)

NET ASSETS, July 1 82,296,714 124,101,660 22,363,460 57,832,932 (8,440,424)

NET ASSETS, June 30 $ 102,713,539 $ 130,034,558 21,481,075 $ 57,050,923 $ (9,099,789)

Adjustment to reflect the consolidation of internal service fund 
    activities related to enterprise funds. (1,712,901)

Change in net assets of business-type activities $ 22,972,428

The notes to basic financial statements are an integral part of this statement.
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CITY OF MODESTO
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS

Year ended June 30, 2007

Enterprise
Other Total Internal

Water Sewer Bus Enterprise Enterprise Service

CASH FLOWS FROM OPERATING ACTIVITIES:  
  Receipts from customers and users $ 47,758,187 $ 24,828,928 $ 2,595,078 $ 11,954,968 $ 87,137,161 $ 4,812,775
  Receipts from interfund services provided 427,858 65,035 23,521 516,414 39,660,607
  Payments to suppliers (19,473,381) (2,969,190) (9,054,243) (5,884,024) (37,380,838) (18,835,253)
  Payment of insurance claims (8,936,742)
  Payments to employees (5,661,907) (7,237,125) (1,251,420) (3,663,140) (17,813,592) (8,956,088)
  Payments for interfund services used (5,310,466) (3,964,147) (1,142,537) (3,364,808) (13,781,958) (2,244,913)
Net cash provided (used) by operating activities 17,740,291 10,723,501 (8,853,122) (933,483) 18,677,187 5,500,386

CASH FLOWS FROM NONCAPITAL FINANCING
 ACTIVITIES:
  Operating grants received 11,935,926 565,482 12,501,408 5,038
  Taxes received 222,776 222,776
  Settlements and recoveries 831,798 663,663 1,495,461
  Transfers in 264,000 226,389 1,500 985,437 1,477,326 1,298,335
  Transfers out (65,000) (65,000) (65,694) (128,000) (323,694) (38,550)
   New advances from other funds 878,704 121,014
Net cash provided (used) by noncapital financing
 activities 1,030,798 825,052 11,871,732  2,524,399  15,373,277 1,385,837

CASH FLOWS FROM CAPITAL AND RELATED
 FINANCING ACTIVITIES:  
  Acquisition and construction of capital assets (6,058,751) (10,512,609) (1,222,095) (2,120,363) (19,913,818) (3,732,362)
  Proceeds of sale of capital assets 13,502
  Proceeds of debt issues 46,275,000 16,535,000
  Costs of issuance paid (685,703) (339,604)
  Bond discount paid (323,867)
  Principal repayments (1,072,336) (1,650,000) (275,955) (2,998,291) (26,587)
  Interest paid (2,163,506) (2,055,524) (309,551) (4,528,581) (10,577)
  Capital grants received 363,651 1,546,459 1,910,110
  Connection fees for capital purposes 2,023,224 663,316 2,686,540
Net cash used by capital and related 
 financing activities 38,317,928 2,330,214 (858,444)  (1,159,410)  (22,844,040) (3,769,526)

CASH FLOWS FROM INVESTING ACTIVITIES:
  Interest received 2,029,235 1,227,069 105,360 136,465 3,498,129 1,557,085
  Net increase in the fair value of investments 734,296 400,169 40,923 61,723 1,237,111 628,481
Net cash provided by investing activities 2,763,531 1,627,238 146,283 198,188 4,735,240  2,185,566

Net increase (decrease) in cash and cash equivalents 59,852,548 15,506,005 2,306,449 629,694 78,294,696 5,354,364
CASH AND CASH EQUIVALENTS, JULY 1 24,486,801 27,749,120 1,846,214 5,013,617 59,095,752 48,027,975

CASH AND CASH EQUIVALENTS, JUNE 30 $ 84,339,349 $ 43,255,125 4,152,663 $ 5,643,311 $ 137,390,448 $ 53,382,339

RECONCILIATION TO STATEMENT OF NET ASSETS:
  Cash and cash equivalents $ 39,127,144 $ 22,773,037 $ 4,152,663 $ 5,032,664 $ 71,085,508 $ 53,382,339
  Cash and cash equivalents with fiscal agent 2,445,103 4,049,547 610,647 7,105,297
  Restricted assets-cash and cash equivalents 42,767,102 16,432,541  59,199,643

TOTAL CASH AND CASH EQUIVALENTS $ 84,339,349 $ 43,255,125 $ 4,152,663 $ 5,643,311 $ 137,390,448 $ 53,382,339
(continued)

The notes to basic financial statements are an integral part of this statement.
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CITY OF MODESTO
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS (Continued)

Year ended June 30, 2007

Enterprise
Other Total Internal

Water Sewer Bus Enterprise Enterprise Service

RECONCILIATION OF OPERATING INCOME (LOSS)
 TO NET CASH PROVIDED (USED) BY OPERATING
 ACTIVITIES:
  Operating income (loss) $ 16,838,565 $ 3,561,201 $ (11,068,303) $ (4,719,157) $ 4,612,306 $ (3,921,684)
  Adjustments to reconcile operating income (loss) to
   net cash provided (used) by operating activities:
    Depreciation 2,396,440 5,028,528 2,093,587 2,527,966 12,046,521 3,198,649
    Rental income 37,770 58,354 78,106 727,076 901,306
    Taxes paid (85,487) (91,495) (15,597) (192,579)
    Special item (296,407) (209,091) (505,498)
    Change in assets and liabilities:

     (Increase) in accounts receivable 1,440 14,175 (28,818) 120,541 107,338 (23,898)
    (Increase) in utilities receivable (1,149,441) (200,399) 490 (1,349,350)
    (Increase) in taxes receivable (1,169) (1,169)
     Decrease in due from governments 127,064 127,064 38,687
     (Increase) decrease in prepaid expenses 296,327 296,327
     (Increase) in inventories (246,573)
     (Decrease) in accounts payable and
      accrued expenses (294,886) 2,374,117 69,500 423,236 2,571,967 (114,955)
     Increase in accrued salaries and benefits 4,727 (703) 2,806 3,626 10,456 3,475
     Increase in compensated absences 6,271,558
     (Decrease) in claims liability 295,127
     Increase in deferred revenues (1,664) (1,664)
     Increase (decrease) in refundable deposits (7,588) 61,750 54,162

      Total adjustments 901,726 7,162,300 2,215,181 3,785,674 14,064,881 9,422,070
Net cash provided (used) by operating activities $ 17,740,291 $ 10,723,501 (8,853,122) $ (933,483) $ 18,677,187 $ 5,500,386

NONCASH INVESTING, CAPITAL AND FINANCING
 ACTIVITIES:
  Capital assets transferred in $ 38,683 $ 444,898 $ 18,545 $ 502,126 $ 558,148
  Developer infrastructure contributions 284,050 1,558,476 1,842,526

The notes to basic financial statements are an integral part of this statement.
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CITY OF MODESTO
STATEMENT OF FIDUCIARY NET ASSETS -AGENCY FUNDS

June 30, 2007

Agency
Funds

ASSETS
Cash and cash equivalents $ 5,314,399
Cash and cash equivalents held with fiscal agent 3,841,746

$ 9,156,145

LIABILITIES
Due to special district bondholders $ 6,445,706
Deposits held as agent for others 2,710,439

$ 9,156,145

The notes to basic financial statements are an integral part of this statement.
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  CITY OF MODESTO
NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2007

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. THE FINANCIAL REPORTING ENTITY

The City of Modesto (the City) was incorporated in 1884 and operates under a Council-Manager form of
government as authorized by its charter adopted in 1951.  The City Council consists of seven elected members.
The following services are provided by the City to its citizens: public safety (police and fire), highways and streets,
drinking water, wastewater collection and treatment, storm drainage, public transit, recreation and social services,
public improvements, community development, planning and zoning, and general administrative services.

These financial statements present the financial status of the City and its component units.  The component units
discussed in the following paragraphs are included in the City's reporting entity because the City is financially
accountable for their operations.

1. The Redevelopment Agency of the City of Modesto (the Agency) was established by the City as a separate 
legal entity in accordance with state law.  The purpose of the Agency is to encourage new investment and 
reinvestment within legally designated redevelopment areas in partnership with property owners.

2. The Modesto Public Financing Authority was established as a separate legal entity whose sole purpose is to 
provide financing for various City capital projects.

3. The Modesto Municipal Sewer District is a separate legal entity formed under the Municipal Sewer and Water
Facilities Law of 1911.  The purpose of the District is to provide financing for needed sewerage facilities in the
Modesto urban area.

4. The City of Modesto has established several Community Facilities Districts to provide funding and
reimbursement mechanisms for public facilities and services required by each District Specific Plan.  These 
Districts are the vehicles used to ensure that all landowners in the Districts contribute to the cost of public 
improvements.  There are currently eight active Districts, which are combined for presentation in these
financial statements.  Individual component unit financial statements are prepared for each District.

Although  these component units are legally separate from the City, they are reported on a blended basis as part of
the primary government because their boards consist of all seven members of the City Council.  Component unit
financial statements may be obtained from the City's Finance Department.

The joint ventures and jointly governed organization described in Note III - E are not considered part of the
reporting entity because the City is not financially accountable for their operations.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements (i.e., the statement of net assets and the statement of activities) report
information on all of the nonfiduciary activities of the primary government and its component units.  For the most 
part, the effect of interfund activity has been removed from these statements.  Governmental activities, which 
normally are supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment 
are offset by program revenues.  Direct expenses are those that are clearly identifiable with a specific function or 
segment.  Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and 2) grants and contributions that 
are restricted to meeting the operational or capital requirements of a particular function or segment.  Taxes and 
other items not properly included among program revenues are reported instead as general revenues.
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Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even 
though the latter are excluded from the government-wide financial statements.  Major individual governmental 
funds and major individual enterprise funds are reported as separate columns in the fund financial statements.

C. BASIS OF PRESENTATION, BASIS OF ACCOUNTING, AND MEASUREMENT FOCUS

The government-wide financial statements are reported using the economic resources measurement focus and 
the accrual basis of accounting, as are the proprietary fund statements.  Agency funds have no measurement 
focus.   Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows.  Property taxes are recognized as revenues in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus 
and the modified accrual basis of accounting.  Revenues are recognized as soon as they are both measurable and
available.  Revenues are considered to be available when they are collectible within the current period or soon 
enough thereafter to pay liabilities of the current period.  For this purpose, the City considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.  Expenditures generally are 
recorded when a liability is incurred, as under accrual accounting.  However, principal and interest expenditures 
are recorded as fund liabilities when due or when amounts have been accumulated in the debt service funds for 
payments to be made early in the following year.

Substantially all property taxes, taxpayer-assessed taxes (such as sales and use, utility users, business license,
transient occupancy, franchise fees, and gas taxes), interest, special assessments levied, state and federal grants,
and charges for current services are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period.  Revenues from licenses, permits, and fines and forfeits are considered to be
measurable and available only when cash is received by the City.

The City reports the following major governmental funds:

The General Fund is the City’s primary operating fund.  It accounts for all financial resources of the general 
government, except those required to be accounted for in another fund.

The Capital Facility Fees Fund accounts for special fees collected on new building permits to be used for 
construction of growth related projects, including police department expansion, fire department expansion, 
expressway loop, street lights, parks, new traffic signals, city hall expansion, wastewater treatment, streets, 
public transportation, and air quality improvements.

The Community Facilities Districts Fund accounts for the construction of public improvements deemed to
benefit properties against which special taxes are levied.

The City reports the following major proprietary funds:

The Water Fund accounts for all revenues collected by the City for the purpose of financing the construction,
operation, and maintenance of the City water distribution system.  Revenues are derived from water service 
charges and various installation fees.

The Sewer Fund accounts for revenues collected by the City for the purpose of financing the construction, 
operation, and maintenance of the City sewer system.  Revenues include, but are not limited to, sewer service
charges and sewer lateral charges.

The Bus Fund accounts for operations, maintenance, and capital expenditures of the City’s mass
transportation service.. This system operates pursuant to the terms of a Federal grant agreement.   Buses are
operated by a private contractor under the terms of a supervisory agreement with the City.  A separate
contract provides Dial-a-Ride service for the elderly and handicapped.
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Additionally, the City reports the following fund types:

Internal service funds account for fleet management, central services, technology and information services, 
insurance, employee benefits management, and building services provided to other departments or agencies
of the City on a cost-reimbursement basis.

Agency funds account for cash and investments held by the City as agent for various assessment districts, 
governmental entities and non-public organizations.  Agency funds cannot be major funds.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are 
followed in both the government-wide – business-type activities and proprietary fund financial statements to the 
extent that those standards do not conflict with or contradict guidance of the Governmental Accounting Standards
Board.  Governments also have the option of following subsequent private-sector guidance for their business-type
activities and enterprise funds, subject to this same limitation.  The City has elected not to follow subsequent
private-sector guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements.  Exceptions to this general rule are exchange or exchange-like transactions between functions of the
government.  Eliminations of these charges would distort the direct costs and program revenues reported for the
various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or 
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special
assessments.  Internally dedicated resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.  Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations.  The principal operating revenues of the enterprise and internal 
service funds are charges to customers for sales and services.  The Water and Sewer Funds also recognize as 
operating revenue the portion of tap fees intended to recover the cost of connecting new customers to the
systems.  Operating expenses for enterprise and internal service funds include the cost of sales and services, 
administrative expenses, and depreciation on capital assets.  All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use restricted
resources first, then unrestricted resources as they are needed.

The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions.  These estimates and assumptions
affect the reported amounts of assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period.  Actual results could differ from those estimates.

D. ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

1. Cash and Cash Equivalents

Cash and investments (including restricted assets) held in the City's investment pool are reported as cash and
cash equivalents on the statement of net assets and balance sheet because funds can spend cash at any time
without prior notice or penalty.  All investments with fiscal agents are also considered cash equivalents
because they are highly liquid and have maturities of 3 months or less at the time of purchase.  Investments 
are stated at fair value.   Valuations are obtained by using quotations obtained from independent published 
sources.
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2. Restricted Assets - Cash and Cash Equivalents

Refundable deposits of the General Fund and the Community Facilities Districts Capital Projects Fund are 
classified as restricted assets – cash and cash equivalents on the governmental funds balance sheet because
their use is restricted for repayment of those refundable deposits.   Refundable deposits in the Water and 
Sewer funds are also reported as restricted assets on the proprietary funds statement of net assets.  In
addition, certain proceeds of Water certificates of participation and Sewer revenue bonds are considered
restricted assets because their use is limited by applicable debt covenants.  These proceeds are reported as
part of “restricted assets – cash and cash equivalents” on the proprietary funds statement of net assets.

3. Receivables and Payables

Balances representing lending/borrowing transactions between funds outstanding at the end of the fiscal year
are reported as either "due from/due to other funds" (amounts due within one year), or "advances to/from 
other funds" (non-current portions of interfund lending/borrowing transactions). Any residual balances
outstanding between the governmental activities and business-type activities are reported in the government-
wide financial statements as “internal balances.”  Advances to other funds are offset by a fund balance
reserve in applicable governmental funds to indicate they are not available for appropriation and are not
expendable available financial resources.

All property taxes are collected and allocated by the County of Stanislaus to the various taxing entities.
Property taxes are determined annually as of March 1 and attach as an enforceable lien on real property as of
January 1.   Taxes are due November 1 and February 1 and are delinquent if not paid by December 10 and 
April 10, respectively.   The City participates in the County "Teeter Plan" method of property tax distribution.
Under the Teeter Plan, the County remits property taxes to the City based on assessments, not on collections,
according to the following schedule:  55 percent in December, 40 percent in April, and 5 percent at the end of
the fiscal year.  Property tax is recognized when it is available and measurable.  The City considers property 
tax as available if it is received within 60 days after year-end.

Revenue from taxpayer-assessed taxes (sales and use, business license, transient occupancy, utility users, 
gas, and franchise fees) are accrued in the governmental funds when they are both measurable and available.
The City considers these revenues available if they are received during the period when settlement of prior 
fiscal year accounts payable occurs.  Historically, the majority of these taxes are received within 60 days of the
fiscal year end; therefore, revenue from taxpayer-assessed taxes is accrued if it is received by August 31.

Grant and entitlement revenues are recorded as receivables in the funds when they are susceptible to accrual
(i.e., when all eligibility requirements have been met). The corresponding governmental fund revenues are 
recorded when they become available, with the differences recorded as deferred revenue.  The corresponding
proprietary fund revenues are recorded as nonoperating revenues when the receivables are recorded.  Some
grant and entitlement revenues are not susceptible to accrual, in which case the corresponding revenues are
recorded when received.   The total amount due from governments for grants, entitlements, and shared
receivables and revenues at June 30, 2007 is $14,821,485.

Utility service accounts receivable are reported net of $666,240 allowance for doubtful collections and include
unbilled receivables using actual amounts billed in July for June services.  Accounts receivable are reported 
net of $1,501,106 allowance for doubtful collections, and are based on miscellaneous receivables from the 
City’s invoice system as well as other receivables accrued at year end.

4. Inventories

Inventories of material and supplies held by proprietary funds are stated at average cost.
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5. Capital Assets

Capital assets, which include property, plant and equipment, and infrastructure assets (e.g., roads, bridges, 
sidewalks, and similar items), are reported in the applicable governmental or business-type activities columns
in the government-wide financial statements.  Capital assets are defined by the government as assets with an
initial, individual cost of more than $5,000 and an estimated useful life in excess of two years.  Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed.  Donated capital assets are 
recorded at estimated fair value at the date of donation.

In the case of the initial capitalization of infrastructure assets reported by governmental activities, the City chose to
include them regardless of their acquisition date or amount.   Historical values were estimated.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets 
lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.  Interest incurred 
during the construction phase of capital assets of business-type activities is included as part of the capitalized value
of the assets constructed.  The amount of interest capitalized is determined by offsetting interest expense incurred
from the date of borrowing until completion of the project, against interest earned on invested proceeds over the 
same period.  During the fiscal year ended June 30, 2007, $13,312 net interest expense on tax-exempt debt of the 
City’s Sewer Fund was capitalized.

Depreciation is recorded using the straight line method over the estimated useful lives of the assets, which are 75 
years for pipelines, 30 years for buildings, 20 years for improvements, 12 years for buses, 10 years for furnishings
and equipment, 2 to 10 years for vehicles, 30 to  50 years for streets, 20 years for signalization, and 50 years for 
bridges.  Operating expenses include depreciation on all depreciable capital assets.

Capital leases are recorded as an asset and an obligation at an amount equal to the present value at the beginning
of the lease term of minimum lease payments during the lease term.

6. Compensated Absences

All earned vacation, holiday, and compensating time, and a portion of accumulated sick leave payable upon
termination or retirement, are accrued in the Employee Benefits Management Internal Service Fund as
compensated absences.  Estimated sick leave termination payments have been calculated using the Governmental
Accounting Standards Board Statement 16 vesting method.  Under this method, a liability is accrued for a portion of
the sick leave balances of all employees who are currently eligible, or are assumed to become eligible in the future,
to receive a payment for sick leave upon termination, as well as amounts set aside to pay future health care
premiums.   As of June 30, 2007, the total estimated liability for all compensated absences, including sick leave, is
$67,888,512.  The estimated current portion of $3,259,769  is funded by charges to all operating funds.  The
estimated long-term portion is $64,628,743.

7. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not 
available for appropriation or are legally restricted by outside parties for use for a specific purpose.  Designations of
fund balance represent tentative management plans that are subject to change.

E. OTHER SIGNIFICANT ACCOUNTING POLICIES

1. Employee Benefits

The City established the Employee Benefits Management Internal Service Fund to account for all compensated 
absences and non-insurance benefits.  Insurance benefits for current employees are paid from the Insurance
Internal Service Fund.  The Employee Benefits Management Fund is reimbursed based on actual benefits paid and
leave taken, through payroll charges to the City's operating funds.  Leave earned but not taken is being funded over
time by budgeted charges to the operating funds.
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2. Interfund Transactions

The City transfers resources among funds in the course of normal operations.  Interfund service provided and used,
such as equipment pool rental, are accounted for as revenues and expenditures or expenses.  Transactions to 
reimburse a fund for expenditures/expenses initially made from it that are applicable to another fund are recorded 
as expenditures/expenses in the correct fund and as reductions of expenditures/expenses in the original fund.  All
other interfund transactions are reported as transfers.

II. DETAILED NOTES

A. CASH AND INVESTMENTS

The City maintains a cash and investment pool that is used by all funds.  Each fund’s portion of the City’s cash and
investment pool is displayed on the balance sheet and proprietary and fiduciary fund statements of net assets as
“cash and cash equivalents.”  Each fund is allocated interest on average monthly cash balances held by the funds
throughout the year.   A majority of the interest from the Fleet Management Internal Service Fund is credited to the
General Fund in accordance with the City’s policy.  Certain deposits held in trust are displayed on the
governmental funds balance sheet and the proprietary funds statement of net assets as "restricted assets - cash
and cash equivalents."  The City also maintains "cash and cash equivalents with fiscal agent" which represent 
monies held by fiscal agents for payment of various City debt and capital projects costs.

Investments Authorized by the California Government Code and the City’s Investment Policy

The City’s investment policy and the California Government Code allow the City to invest in the following types of
instruments, and the table also identifies certain provisions of the California Government Code, or the City’s
investment policy where it is more restrictive:

Minimum Maximum Maximum
Maximum Credit Percentage Investment in

Authorized Investment Type Maturity Quality Of Portfolio One Issuer

City of Modesto Bonds 5 years N/A None None

U.S. Treasury Obligations 5 yeas N/A None None

State of California Securities   5 years AAA None None

California Municipal Securities 5 years AAA None None

Federal Agency Securities 5 years N/A None None

Bankers’ Acceptances 180 days N/A 40% 10% or $1 million

Commercial Paper 270 days Top rating category 25% 10%

Certificates of Deposit 1 year N/A 20% of 
surplus None

Negotiable Certificates of Deposit 5 years AA 30% None

Repurchase Agreements 90 days Top rating category None None

Reverse Repurchase Agreements 92 days N/A 20% None
Medium Term Corporate Notes 5 years AA - 30% None
Money Market Funds N/A Top rating category None None

California Local Agency Investment Fund N/A N/A $40 million 
per account None

Mortgage and Asset-Backed Securities 5 years AA 20% of 
surplus None

Investments are stated at fair value.   The City’s investment in the Local Agency Investment Fund (LAIF) is
$114,799,066.  The value of the pool shares in LAIF, which may be withdrawn on demand, is determined on an 
amortized cost basis, which is not materially different than the fair value of the City’s portion in the pool.  The total
amount invested by all public agencies in LAIF is $65,756,665,933.   The Local Investment Advisory Board (Board)
has oversight responsibility for LAIF.  The Board consists of five members as designated by state statute.

Investments Authorized by Debt Agreements

The City must maintain required amounts of cash and investments with trustees or fiscal agents under the terms of
certain debt issues.  These funds are unexpended bond proceeds or are pledged as reserves to be used if the City 
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fails to meet its obligations under these debt issues.  The California Government Code requires these funds to be
invested in accordance with City ordinance, bond indentures or State statute.  All current bond indentures
authorize the same investments as the City’s investment policy.  In addition some bond indentures authorize
investments in guaranteed investment contracts with maturity dates of September 1, 2033 and November 1, 2016
and a repurchase agreement with a maximum maturity of May 27, 2013.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment.  Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to
changes in market interest rates.   The following table summarizes the City’s interest rate risk, based on maturity 
dates of various investments:

Remaining Time to Maturity

Investment Type Total
Less Than 1 

Year 1 – 2 Years 2 – 3 Years
Over

5 Years
U.S. Treasury Notes $26,139,826 $9,302,128 $7,659,155 $9,178,543
Federal agency securities
   Bonds 11,811,563 11,811,563
   Notes 76,282,702 7,878,666 42,540,184 25,863,852
   Discount notes 4,688,104 4,688,104
Commercial Paper 38,817,660 38,817,660
LAIF 114,799,066 114,799,066
Cash in banks 4,216,350 4,216,350
Held by trustee:

   Money market funds 11,858,530 11,858,530
   U.S. Treasury Bill 1,729,536 1,729,536
   U.S. Treasury Notes
   Federal agency discount
     notes 13,553,164 13,553,164
   Federal agency securities 
     notes 16,635,253 13,479,256 1,595,997 1,560,000
   Repurchase agreements 1,977,051 $1,977,051

Guaranteed investment
      contracts 343,650      343,650
    Total $322,852,455 $232,134,023 $51,795,336 $36,602,395 $2,320,701

Maturity dates for callable notes are based on call dates.

Disclosures Related to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment.  This is measured by the assignment of a rating by a nationally recognized statistical rating
organization.  Presented below is the rating as of June 30, 2007 for each investment type: 

Investment Type Total
Exempt from 
Disclosure

AAA and
A-1+ Not Rated

U.S. Treasury Notes $26,139,826 $26,139,826
Federal agency securities 92,782,369 $92,782,369
Commercial Paper 38,817,660 38,817,660
LAIF 114,799,066 $114,799,066
Cash in banks 4,216,350 4,216,350
Held by trustee:
   Money market funds 11,858,530 11,858,530
   U.S. Treasury Bill 1,729,536 1,729,536
   Federal agency notes 13,553,164 13,553,164
   Federal agency securities notes 16,635,253 16,635,253
   Repurchase agreements 1,977,051 1,977,051

Guaranteed investment   contracts 343,650 343,650
    Total $322,852,455 $32,085,712 $173,646,976 $117,119,767
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Concentration of Credit Risk

The City’s investment policy contains no limitations on the amount that can be invested in any one issuer beyond 
that stipulated by the California Government Code.  Investments in any one issuer, other than U. S. Treasury
securities, mutual funds, and external investment pools, that represent 5% or more of total entity-wide investments
are as follows at June 30, 2007:

Issuer Investment Type
Reported
Amount

Percent of
Portfolio

Fannie Mae (FNMA) Federal agency securities $24,819,188 8.0%
Freddie Mac (FHLMC) Federal agency securities 40,296,173 15.0%
Federal Home Loan Bank Federal agency securities 44,883,521 14.0%

Investments in any one issuer, other than U. S. Treasury securities, mutual funds, and external investment pools,
that represent 5% or more of governmental fund investments were as follows at June 30, 

      2007:

Fund/Issuer Investment Type
Reported
Amount

Community Facilities Districts:
   Fannie Mae (FNMA) Federal agency securities $  6,738,406
   Freddie Mac (FHLMC) Federal agency securities 8,396,338
   Federal Home Loan Bank Federal agency securities 2,928,975
   FFCB Federal agency securities 5,536,258

Other Governmental Funds:
    Lehman Government Securities Repurchase agreement 1,977,051

Investments in any one issuer, other than U. S. Treasury securities, mutual funds, and external investment pools,
that represent 5% or more of enterprise funds were for the Sewer Enterprise Fund as follows at June 30, 2007:

Issuer Investment Type
Reported
Amount

 Federal Home Loan Bank Federal agency securities $3,192,784

Investments in any one issuer, other than U. S. Treasury securities, mutual funds, and external investment pools,
that represent 5% or more of Agency Fund investments were as follows at June 30, 2007:

Issuer Investment Type
Reported
Amount

Freddie Mac (FHMLC) Federal agency securities $1,595,997
Federal Home Loan Bank Federal agency securities 1,560,000

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, the 
City will not be able to recover its deposits or will not be able to recover collateral securities that are in the
possession of an outside party.  Under California Government Code Section 53651, depending on specific types of
eligible securities, a bank must deposit eligible securities posted as collateral with its Agent having a fair value of 
105% to 150% of the City’s cash on deposit.  All of the City’s deposits are either insured by the Federal Depository 
Insurance Corporation (FDIC) or collateralized with pledged securities held in the trust department of the financial
institution in the City’s name.

The custodial credit risk for investments is the risk that, in the event of the failures of the counterparty (e.g. broker-
dealer) to a transaction, the City will not be able to recover the value of its investment or collateral securities that 
are in the possession of another party.  The City’s investment policy limits its exposure to custodial credit risk by 
requiring that all security transactions entered into by the City, including collateral for repurchase agreements, be 
conducted on a delivery-versus-payment basis.  Securities are to be held by a third party custodian.
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B. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2007 was as follows:

Beginning Ending
Balance Additions Deletions Balance

Governmental activities:
Capital assets, not being depreciated:
  Land $22,982,481 $ 1,989,905 $24,972,386
  Construction in progress 12,096,543 17,283,510 $122,929 29,257,124
Total capital assets, not being depreciated 35,079,024 19,273,415 122,929 54,229,510

Capital assets, being depreciated:
  Buildings 31,228,945 355,547 31,584,492
  Improvements other than buildings 37,889,012 1,118,888 39,007,900
  Furnishings and equipment 17,961,416 2,807,677 1,105,866 19,663,227
  Equipment pool 28,045,170 3,123,118 2,982,715 28,185,573
  Streets 425,979,732 7,396,540 433,376,272
  Signalization 14,226,300 697,905 14,924,205
  Bridges 25,753,532 72,769 25,826,301
Total capital assets, being depreciated 581,084,107 15,572,444 4,088,581 592,567,970

Less accumulated depreciation for:
  Buildings (10,086,846) (1,407,593) (11,494,439)
  Improvements other than buildings (21,220,038) (1,350,769) (22,570,807)
  Furnishings and equipment (9,901,715) (1,617,534) 942,401 (10,576,848)
  Equipment pool (12,812,761) (2,581,417) 2,304,588 (13,089,590)
  Streets (191,013,605) (11,046,669) (202,060,274)
  Signalization (7,642,567) (1,079,535) (8,722,102)
  Bridges (514,425) (1,346,003) (1,860,428)
Total accumulated depreciation (253,191,957) (20,429,520) 3,246,989 (270,374,488)

Total capital assets, being depreciated, net 327,892,150 (4,857,076) 841,592 322,193,482

Governmental activities capital assets, net $362,971,174 $14,416,339 $964,521 $376,422,992

Beginning Ending
Balance Additions Deletions Balance

Business-type activities:
Capital assets, not being depreciated:
  Land $26,539,639 $    271,513 $26,811,152
  Construction in progress 28,642,007 14,853,655 43,495,662
Total capital assets, not being depreciated 55,181,646 15,125,168 70,306,814

Capital assets, being depreciated:
  Buildings 82,907,925 54,373 82,962,298
  Improvements other than buildings 137,754,357 1,086,997 138,841,354
  Furnishings and equipment 5,971,301 691,601 $926,271 5,736,631
  Buses and fareboxes 15,221,187 1,081,082 16,302,269
  Pipelines 131,863,546 4,426,777 136,290,323
Total capital assets, being depreciated 373,718,316 7,340,830 926,271 380,132,875

Less accumulated depreciation for:
  Buildings (34,585,355) (2,542,969) (37,128,324)
  Improvements other than buildings (77,891,080) (5,578,021) (83,469,101)
  Furnishings and equipment (3,078,293) (503,230) 250,488 (3,331,035)
 Buses and fareboxes (7,023,190) (1,725,902) (8,749,092)
  Pipelines (21,599,627) (1,696,399) (23,296,026)
Total accumulated depreciation (144,177,545) (12,046,521) 250,488 (155,973,578)

Total capital assets, being depreciated, net 229,540,771 (4,705,691) 675,783 224,159,297

Business-type activities capital assets, net $284,722,417 $10,419,477 $675,783 $294,466,111
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Depreciation expense was charged to functions/programs as follows:

Governmental activities:
  General government  $     103,518
  Community development 85,094
  Highways and streets, including depreciation of
   general infrastructure assets 13,541,559
  Public works 874,412
  Parks and recreation 933,268
  Public safety 1,732,226
 Capital assets held by the government’s internal
   service funds are charged to the various functions
   based on their usage of the assets 3,159,443

Total depreciation expense – governmental activities $20,429,520

Business-type activities:
  Parking $    387,929
  Water 2,396,440
  Sewer 5,028,528
  Storm Drain 591,157
  Compost 69,354
  Airport 390,774
  Bus 2,093,587
  Golf 310,649
  Community center 778,103

Total depreciation expense – business-type activities $12,046,521
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C. LONG-TERM DEBT

Loans Payable

Governmental activities:

No-interest loan payable to the Stanislaus County Economic Development Bank loan
program, to pay master plan costs incurred by the City’s Redevelopment Agency for the 
Kansas Avenue Business Park Project; no obligation to begin repayments until project is 
complete and revenue stream begins; final payment due in 2015 if not repaid sooner. $405,000

No-interest loan payable to the Stanislaus County Economic Development Bank loan
program, to pay costs incurred by the City for the Kiernan Business Park East Project; loan
intended to be repaid within five years of project completion, provided funds are available 
from revenue stream; project completion estimated to be March 1, 2009; authorized loan 
amount up to $500,000, with a current balance of $44,138; outstanding amount will increase
as more eligible costs are incurred and more loan proceeds are borrowed.              44,138 

Total principal balances – governmental activities  $449,138

Business-type activities:

Water Enterprise Fund:

Loan payable to the State of California Department of Water Resources, assumed from Del
Este Water Company at acquisition, for purposes of upgrading the water delivery system; 
interest at 3.2%; semi-annual installments on April 1 and October 1 of $132,360, including 
interest, through October 1, 2015. $1,958,276

Annual debt service requirements to maturity for loans payable are as follows:

Governmental Activities Business-type Activities
Year Ending June 30, Principal Interest Principal Interest

2008    $   203,977 $  60,743
2009 210,745 53,974
2010 217,380 47,339
2011 224,343 40,376
2012 231,463 33,256
2012-2016 $449,138 870,368 56,148

  Total           $449,138 $0 $1,958,276 $291,836
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Certificates of Participation

Governmental activities:

1993 Refunding Certificates of Participation issued to refund earlier certificates for the
Modesto Centre Plaza Community Center capital project; serial certificates with annual
maturities on November 1, in amounts from $885,000 to $1,040,000; interest rates from 5.4%
- 5.6%; term certificates at 5.6% in the amount of $4,740,000 maturing November 1, 2014, 
and in the amount of $12,235,000 at 5.0% maturing November 1, 2023, with annual payments
of $1,090,000 to $1,610,000 beginning in 2011. $ 20,820,000

Business-type activities:

Golf Enterprise Fund:

1993 Refunding Certificates of Participation issued to refund earlier certificates for the
Creekside Golf Course capital project; serial certificates with annual maturities on November 
1, in amounts from $215,000 to $235,000; interest rates from 5.4% to 5.5%; term certificates
at 5.6% in the amount of $1,390,000 due November 1, 2014, and in the amount of $3,585,000
at 5.0% due November 1, 2023, with annual payments ranging from $250,000 to $480,000 
beginning in 2010. $   5,650,000

Water Enterprise Fund:

1997 Refunding Certificates of Participation issued to refund earlier certificates for various 
Water Enterprise Fund capital projects; serial certificates with annual maturities on October 1,
in amounts from $815,000 to $1,050,000; interest rates from 4.70% to 5.0%; term certificates
at 5.4% in the amount of $6,145,000 maturing on October 1, 2017, and in the amount of
$7,965,000 at 5.43% maturing on October 1, 2022, with annual payments from $1,015,000 to
$1,765,000 beginning in 2013. 19,670,000

2006 Water Revenue Certificates of Participation issued to provide funding for construction of
new downstream water facilities and various water distribution system improvements in
connection with Modesto Irrigation District’s expansion of the regional water treatment plant; 
variable auction rate securities maturing October 1, 2036, with interest calculated weekly,
fluctuating according to market conditions; principal payments beginning October 1, 2008 in 
annual amounts of $250,000 to $3,725,000.

The City entered into a 30 year interest rate swap agreement as discussed below.  The
combination of the variable rate 2006 COPs and the floating rate swap creates a synthetic 
fixed-rate debt for the City.  The synthetic fixed rate was 3.49% at June 30, 2007. 46,275,000

Total principal balances – business-type activities 71,595,000

Less:
     Unamortized bond discount – 1997 Water Certificates of Participation (363,376)

     Deferred amount on refunding – 1997 Water Certificates of Participation (1,224,635)

Total business-type activities certificates of participation $70,006,989
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Annual debt service requirements to maturity for certificates of participation are as follows:

Governmental Activities Business-type Activities
Year Ending June 30, Principal Interest Principal Interest

2008       $   885,000 $1,064,925       $   1,030,000 $2,997,427
2009 935,000 1,015,318 1,330,000 2,938,747
2010 985,000 962,517 1,410,000 2,873,070
2011 1,040,000 906,310 1,470,000 2,804,026
2012 1,090,000 846,670 1,535,000 2,730,817
2013-2017 6,125,000 3,244,035 8,975,000 12,408,488
2018-2022 6,615,000 1,645,375 11,415,000 9,927,024
2023-2027 3,145,000 159,125 12,805,000 7,030,696
2028-2032 14,350,000 4,489,403
2033-2037 17,275,000 1,515,432

  Total $20,820,000 $9,844,275 $71,595,000 $49,715,130

Lease Revenue Bonds – Governmental activities:

1998 Lease Revenue Bonds (Capital Improvements and Refinancing Project) in the original 
principal amount of $61,430,000, issued to provide funding for the City’s portion of a
City/County government building, parking garage, new police station, and other governmental 
capital improvements; serial certificates with annual maturities on September 1, in amounts 
from $30,000 to $450,000; interest payments at 4.2% to 5.125%; final maturity in 2034. $4,165,000

2007 Lease Revenue Refunding and Capital Improvement Bonds in the amount of
$62,275,000, issued to refund 1997 John Thurman Field bonds in full, to provide additional 
project funds for John Thurman Field, and to partially refund the 1998 Lease Revenue Bonds;
variable auction rate securities issued in denominations of $25,000 maturing on September 1,
2033,  bearing  interest at 3.7% through September 8, 2008;  thereafter, the bonds convert to a
variable rate with interest calculated weekly; the rate will fluctuate according to market
conditions, but is capped at 12%; annual principal payments in the amount of $250,000 to
$4,250,000 beginning September 1, 2007.

The City entered into a 25-year interest rate swap agreement, which will become effective
September 3, 2008, in the same amount as the outstanding principal balance of the Bonds on
that date.  The combination of the variable rate bonds and a floating swap rate will create
synthetic fixed-rate debt for the City.  Because neither the auction rate nor the swap rate are 
effective as of June 30, 2007, the initial bond interest rate of 3.7% is used for disclosure
purposes.  The terms of the swap agreement will be disclosed when it becomes effective. 62,275,000

Total lease revenue bonds $ 66,440,000
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    Annual debt service requirements to maturity for lease revenue bonds are as follows:

Year Ending June 30, Principal Interest

2008 $1,230,000 $2,180,827
2009 700,000 2,964,779
2010 955,000 2,351,753
2011 1,085,000 2,313,481
2012 1,190,000 2,271,104
2013-2017 7,925,000 10,554,929
2018-2022 10,225,000 8,876,595
2023-2027 14,895,000 6,543,242
2028-2032 19,380,000 3,318,063
2033-2034 8,855,000 256,293

  Total $66,440,000 $41,631,066

Revenue Bonds – Business-type activities:

Sewer Enterprise Fund:

Wastewater Treatment Facility Revenue Bonds, Series 2005 Series A and B; Series A
(non-taxable) interest payable on November 1 and May 1; serial certificates with annual
maturities on November 1, in amounts from $575,000 to $3,230,000, with interest rates from
3.0% to 5.25%; Series B (taxable) interest payable on November 1 and May 1; serial
certificates with annual maturities on November 1, in amounts from $1,075,000 to
$1,115,000, with interest rates from 4.14% to 4.40%. $ 36,595,000

Wastewater Revenue Bonds, Series 2006A; interest payable on November 1 and May 1; 
serial certificates with annual maturities on November 1, in amounts from $880,000 to
$1,005,000, with interest rates from 4.2% to 4.5%; term certificates in the amount of
$5,710,000 maturing in 2031 and $7,060,000 maturing in 2036, bearing interest at 4.25%, 
with annual payments beginning in 2024. 16,535,000

Total principal balances – business-type activities 53,130,000

Plus:  Unamortized bond premium -  2005 Bonds 2,044,805

Less:
   Unamortized bond discount – 2006 Bonds (313,420)

   Deferred amount on refunding – 2005 Bonds (3,303,193)

Total business-type activities revenue bonds $ 51,558,192

The 2005 and 2006 bonds were issued to fund a variety of Sewer Enterprise Fund wastewater capital improvements.
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Annual debt service requirements to maturity for  revenue bonds are as follows:

Annual debt service requirements to maturity for these notes payable are as follows:

Year Ending June 30, Principal Interest

2008 $  178,226 $  232,373
2009 187,968 224,759
2010 196,816 216,184
2011 207,778 206,685
2012 202,658 196,417
2013-2017 1,057,000 828,316
2018-2022 1,350,000 497,328
2023-2025 985,000 90,444

  Total $4,365,446 $2,492,506

Interest Rate Swap Agreements

During fiscal year 2007, the City entered into an interest swap agreement in connection with the 2006 Water Revenue
Certificates of Participation.  This transaction allows the City to create a synthetic fixed rate on the COPs, protecting it 
against increases in short-term interest rates.  The terms, fair value and credit risk of the swap agreement is disclosed
below.  For the swap agreement pertaining to the 2007 Lease Revenue Refunding and Capital Improvement Bonds, 
these disclosures will be made when the agreement becomes effective in fiscal year 2009.

Year Ending June 30, Principal Interest
2008 $  1,710,000 $  2,428,988
2009 1,660,000 2,370,633
2010 1,710,000 2,320,083
2011 1,765,000 2,250,308
2012 1,855,000 2,159,808
2013-2017 10,820,000 9,280,588
2018-2022 13,845,000 6,257,135
2023-2027 6,995,000 3,294,639
2028-2032 5,710,000 2,127,550
2033-2037 7,060,000 775,625

  Total $53,130,000 $33,265,357

Notes Payable – Governmental activities:

Note payable to the Federal Housing and Development Department for the purpose of
constructing the Neighborhood Center at Marshall Park and the expansion of the Maddux 
Youth Center;  to be repaid using future Community Development Block Grant revenue; 
interest rates from 3.09% to 6.01%; semi-annual installments on August 1 and February 1 
through August 2024. $4,221,000

Fleet Management Internal Service Fund:

Note payable for the acquisition of property related to the Police Fleet Shop; variable
interest rate with a minimum of 6% and a maximum of 9%; monthly payments of $3,010, 
including interest, through February 2012. 144,446

Total notes payable $4,365,446
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Terms - The terms, including the counterparty credit rating of the outstanding swap, as of June 30, 2007 are shown in
the table below.  The swap agreement contains scheduled reductions to the outstanding notional amount that are 
expected to follow scheduled principal reductions in the associated debt issue.

Related Debt Issue
Notional
Amount

Effective
Date Counterparty

Credit
Rating
(S&P)

Fixed
Rate
Paid

Variable
Rate

Received
Termination

Date

2006 Water Revenue
      COPs $46,275,000 11/2/2006

Bank of 
America  AA+ 3.48%

63.7% of
30-day
LIBOR,
plus
.154%

10/1/2036

Based on the swap agreement, the City owes interest calculated at a fixed rate to the counterparty (Bank of America).
In return, the counterparty owes the City interest based on the variable rate that approximates the rate required by the
associated COPs.  Debt principal is not exchanged; it is only the basis on which the swap receipts and payments are 
calculated.

Fair value – Fair value takes into consideration the prevailing interest rate environment, the specific terms and
conditions of each transaction and any upfront payments that may have been received.  Fair value was estimated 
using the zero-coupon discounting method, which calculates the future payments required by the swap, assuming that
the current forward rates implied by the LIBOR swap yield curve are the market’s best estimate of future spot interest
rates.  These payments are then discounted using the spot rates implied by the current yield curve for a hypothetical
zero-coupon rate bond due on the date of each future net settlement on the swaps.  As of June 30, 2007, the fair value
of the 2006 Water Revenue Certificates of Participation swap was in favor of the City as shown in the following table:

Bond Issue Fair Value

2006 Water Revenue Certificates of Participation             $1,546,494

Credit risk -  As of June 30, 2007, the City was exposed to credit risk on the swap because the swap had positive fair 
value.  This amount may increase if interest rates increase in the future.  However, if interest rates decline and the fair
value becomes negative, the City would no longer be exposed to credit risk.  The City will be exposed to interest rate 
risk only if the counterparty to the swap defaults of if the swap is terminated.

Basis risk -  Basis risk is the risk that the interest rate paid by the City to the bondholders on the underlying variable 
rate bonds temporarily differs from the variable swap rates received from the counterparty.   The swaps have basis risk
since the City receives a percentage of the LIBOR Index to offset the actual variable bond rates the City pays on the 
underlying certificates of participation.  The City is exposed to basis risk should the floating rate that it receives on the
swap be less than the actual variable rate the City pays on the bonds.  Depending on the magnitude and duration of 
any basis risk shortfall, the expected cost of the basis risk may vary.

A portion of this basis risk is tax risk.  The City is exposed to tax risk when the relationship between the taxable LIBOR
based swaps and tax-exempt variable rate bonds changes as a result of a reduction in federal and state income tax 
rates.  Should the relationship between LIBOR and the underlying tax-exempt variable rate bonds converge the City is
exposed to this basis risk.

Termination risk -  The City may terminate the swap contract if the other party fails to perform under the terms of the 
contract.  The City will be exposed to variable rates if the counterparty defaults or if the swap contract is terminated.  A
termination of the swap contract may also result in the City’s making or receiving a termination payment based on 
market interest rates at the time of the termination.  If at the time of termination the swap has a negative fair value, the
City would be liable to the counterparty for a payment equal to the swap’s fair value.

Swap payments and associated debt – Using rates as of June 30, 2007, debt service requirements of the 2006 Water
Revenue Certificates of Participation and net swap payments, including broker fees, are as shown in the following 
table.  These payments are also included in the table of debt service requirements accompanying the Certificates of 
Participation disclosure above. The bond interest payments and net swap payments will vary as interest rates vary.
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Interest Rate
Year Ending Variable-Rate Bonds Swap, Net, and

June 30 Principal Interest Broker Fees Total

2008 --- $ 1,642,762         $   89,540 $ 1,732,302
2009 $250,000 1,636,106  89,181 1,975,287
2010 275,000 1,626,566 88,263 1,989,829
2011 275,000 1,616,803 88,120 1,979,923
2012 275,000 1,607,041 87,593 1,969,634
2013-2017 1,600,000 7,871,238 431,182 9,902,420
2018-2022 1,875,000 7,559,503 414,129 9,848,632
2023-2027 10,100,000 6,578,150 359,818 17,037,968
2028-2032 14,350,000 4,252,456 236,947 18,839,403
2033-2037 17,275,000 1,425,991 89,441 18,790,432

Total $46,275,000 $35,816,616 $1,974,214 $84,065,830

Advance Refunding of 1997 and 1998 Lease Revenue Bonds

In April 2007, the City refunded  the balance of outstanding 1997 Lease Revenue Bonds (John Thurman Field Project),
and a portion of  1998 Lease Revenue Bonds (Capital Improvements and Refinancing Project), by placing a portion of
the 2007 Lease Revenue Bond proceeds in irrevocable trust accounts.  The trust was sufficient to pay on May 23, 
2007 the prepayment price of 102% of the principal amount and accrued interest on the 1997 Lease Revenue Bonds.
The remaining trust account will generate sufficient resources to pay the prepayment price of 101% of the principal 
balance plus interest of a portion of the 1998 Lease Revenue Bonds on September 1, 2008.   As of June 30, 2007, 
the 1997 Lease Revenue Bonds have been paid in full, and 1998 Lease Revenue Bonds in the amount of  $55,460,000
are considered defeased.    These auction rate refunding bonds were issued to reduce the total debt service payments
over the next 30 years by an estimated $7,928,935, resulting in an estimated economic gain of $5,075,172.

Changes in Long-Term Liabilities

Long-term liability activity for the year ended June 30, 2007, was as follows:

Beginning
Balance Additions Reductions

Ending
Balance

Due Within
One Year

Governmental activities:
Loans payable $      445,634    $      44,138 $   40,634 $      449,138
Certificates of participation 21,655,000 835,000 20,820,000 $   885,000
Lease revenue bonds 62,505,000 62,275,000 58,340,000 66,440,000 1,230,000
Notes payable 4,535,034 169,588 4,365,446 178,226
Obligations under capital leases 444,904 211,354 444,904 211,354 73,962
Compensated absences 61,616,954 17,271,365 10,999,807 67,888,512 3,259,769
Claims liability 16,331,110 9,231,869 8,936,742 16,626,237 4,583,644
  Governmental activities long-
   term liabilities $167,533,636 $89,033,726 $79,766,675 $176,800,687 $10,210,601
Business-type activities:
Loan payable $  2,156,040 $197,764 $  1,958,276 $   203,977
Certificates of participation 26,305,000 46,275,000 985,000 71,595,000 1,030,000
    Unamortized discounts (385,551) (22,175) (363,376)
    Deferred amount on 
    refunding (1,299,371) (74,736) (1,224,635)
Revenue bonds 38,245,000 16,535,000 1,650,000 53,130,000 1,710,000
    Unamortized premium 2,172,605 127,800 2,044,805
    Unamortized discount (323,867) (10,447) (313,420)
    Deferred amount on 
    refunding (3,575,585) (272,392) (3,303,193)
Capital lease 222,588 70,955 151,633 74,148
Developer advances 2,177,761 94,572 2,083,189 92,822
  Business-type activities long-
   term liabilities $66,018,487 $62,486,133 $2,746,341 $125,758,279 $3,110,947

Principal balances are reported on the government-wide and enterprise funds statements of net assets net of
unamortized issuance discounts and deferred amounts on refunding.
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Internal service funds predominantly serve the governmental funds.  Accordingly, long-term liabilities for them are
included as part of the above totals for governmental activities.  At year end $144,446 of internal service funds 
obligations under notes payable, and $211,354 in capital leases are included in the above amounts.  Also, the 
compensated absences and claims liability balances relate to the internal service funds, and as such they are 
liquidated by the internal service funds.

Prior year defeasance of debt

In 2005, the City issued refunding Wastewater Revenue Bonds to refund 1993, 1996 and 1997 Wastewater
Revenue Bonds.   The proceeds were used to purchase U.S. government securities, which were deposited in an 
irrevocable trust to provide for all future debt service requirements of the three refunded issues.  Both the 1993 
and 1996 Bonds have been fully redeemed.  As of June 30, 2007 $32,340,000 of 1997 revenue bonds are
considered defeased and are not included in the Sewer Fund. 

D. OBLIGATIONS UNDER CAPITAL LEASES

Enterprise Funds

     Two wheel loaders, valued at $371,458, less $82,400 accumulated depreciation, are being leased under a capital
     lease arrangement.   The following is a schedule of the future minimum lease payments on this capital lease as of
    June 30, 2007:

Year Ending June 30,

2008 $80,972
2009 80,971
Total minimum lease payments    161,943
Less:  amount representing interest (10,310)

Present value of minimum lease payments $151,633

 Internal Service Funds

 A  software license valued at $211,354 is being leased under a capital lease arrangement.   The following is a
schedule of the future minimum lease payments on this capital lease as of  June 30, 2007:

Year Ending June 30,

2008 $73,962
2009 75,000
2010 75,000
Total minimum lease payments    223,962
Less:  amount representing interest (12,608)

Present value of minimum lease payments $211,354
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E.  DEVELOPER ADVANCES

The Del Este Water Company (Del Este) entered into various agreements with developers under which
infrastructure components were either constructed on behalf of Del Este or cash was advanced to the company to
construct the infrastructure.  Agreements in existence at the time of the City’s acquisition of Del Este were
assumed by the City. The terms of repayment call for no interest, with principal paid over a 40-year period.  As of
June 30, 2007, the total outstanding balance due under the agreements is $2,083,189.  The total annual payments
fluctuate depending on the ending date of each agreement.   At June 30, 2007, the amount of $92,822 due during
fiscal year 2008 has been reported as “current portion-developer advances” on the Proprietary Funds statement of
net assets. The remaining $1,990,367 of outstanding principal has been reported under noncurrent liabilities, as 
“developer advances.”

F. INTERFUND BALANCES

Interfund balances as of June 30, 2007 consist of the following:

Due to General Fund from:
Other governmental funds – total due to/due from $4,320,000

Advances from General Fund to:
Capital Facility Fees Fund $1,254,203
Other governmental funds 168,583
Other enterprise funds 878,704
       Total advances from General Fund 2,301,490
Advances from other governmental funds to Capital Facility Fees Fund 102,124
Advances from internal service funds to General Fund 1,782,462
Total advances from/advances to $4,186,076

All balances reported as “due to/due from” are short-term loans to cover temporary fund cash shortages as of 
June 30, 2007, and were repaid early in fiscal year 2008.   Balances reported as “advance to/advance from”  were
for capital projects expenditures and are either in the process of being repaid or have scheduled repayments in 
future years.  $3,800,776 of advances are not currently scheduled for repayment during 2008.
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G. RESERVES AND DESIGNATIONS OF FUND BALANCES

The City’s reserves and designations at June 30, 2007 are comprised of the following:

Capital
Facility

Community
Facility

Other

General Fees Districts Governmental

Reserved for:
Encumbrances $1,433,483 $3,888,291 $2,340,868 $8,120,972
Loan programs 12,163,980
Interfund advances 2,301,490 102,124
Set-aside requirement 5,388,260
Property held for resale 780,000
Debt service 7,390,425

  Total reserved $3,734,973  $3,888,291 $2,340,868 $33,945,761

Designated for:
Pending projects $39,414,699 $31,166,210 $17,583,380

  Total designated $39,414,699 $31,166,210 $17,583,380

1. Reserve for encumbrances - Amounts reserved for encumbrances represent the total of outstanding purchase
orders and contracts which are scheduled for reappropriation in the next fiscal year.

2. Reserve for loan programs - Amounts equal to the outstanding housing program and small business notes 
receivable are reserved in the Housing and Community Development Fund Special Revenue Fund and the 
Redevelopment Agency Capital Projects Fund.

3. Reserve for interfund advances - The City reserves an amount in each fund equal to the advances to other 
funds.

4. Reserve for Redevelopment Agency set-aside requirement - The portion of fund balance relating to State 
required low-to-moderate income housing set-aside, has been reserved in the Redevelopment Agency Capital
Projects Fund.

5.  Reserve for property held for resale - The City reserves an amount equal to the property held for resale by the
Redevelopment Agency, since it is not an available spendable resource.

6. Reserve for debt service - The total fund balances of the debt service funds are reserved for future debt
service requirements.

7. Designation for pending projects - Designations for pending projects are established to fund projects approved
but not yet appropriated.
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H. DEFICIT FUND EQUITY

The Capital Grants Capital Projects Fund has a deficit fund balance of $1,903,084.  Recognition of deferred
revenue is expected to resolve this deficit.

The Golf Enterprise Fund has a net assets deficit of $1,614,556, due to a change in accounting policy several 
years ago, as well as revenues not keeping up with expenses.  The City originally classified the 1993 Refunding 
Certificates of Participation as debt of the governmental funds, with construction proceeds transferred to the Golf
Enterprise Fund when the certificates were issued.  However, since the Golf Fund is paying, and is expected to 
continue paying, the entire debt service cost, it was decided that the balance of the debt should be recorded in the
Golf fund.  The Golf fund also has struggled due to competition and lagging revenues.   Depreciation expense 
further contributes to the deficit.

The Employee Benefits Management Internal Service Fund has a net assets deficit of  $49,269,248.   It exists 
partially because the total compensated absences balance previously classified as debt of the governmental funds
was included in this fund at its inception several years ago, and has never been fully funded.  In addition, the City 
normally contracts for an actuarial valuation of the sick leave liability on an annual basis.   Because the City will be
required to implement GASB 45, which will change the way post-retirement benefits are presented, it was decided
that for this fiscal year the sick leave would again be estimated.     The City is continuing to charge a higher benefit
rate to help reduce this deficit.  In addition, one-time revenues having to do with employee benefits are deposited
to this fund.

I. INTERFUND TRANSFERS

The following is a schedule of interfund transfers.

                                                                                     Transfers from:
Capital Community Other

General Facility Facilities Govern-      Other Internal
Transfers to: Fund Fees Districts mental Water Sewer Bus Enterprise Service Total

General Fund $353,000 $190,000 $1,746,022 $65,000 $65,000 $18,000 $2,437,022
Capital Facility 
Fees 926,120 186,777 1,112,897
Community
Facilities Districts 196,035 196,035
Other
Governmental $10,083,447 341,833 9,814,629 20,239,909

Water 264,000 264,000

Sewer 226,389 226,389
Bus 1,500 1,500
Other Enterprise 766,887 180,000 $38,550 985,437
Internal Service 997,710 101,347 23,584 47,694 $128,000 1,298,335

Grand Total $12,339,933 $992,215 $1,116,120 $11,951,012 $65,000 $65,000 $65,694 $128,000 $38,550 $26,761,524

In general, the City uses interfund transfers to (1) move revenues from the funds that collect them to the funds that
statute or budget requires to expend them, (2) use unrestricted revenues collected in the General Fund to help 
finance various programs and capital projects accounted for in other funds in accordance with budgetary
authorization, and (3) move cash to debt service funds from the funds responsible for payment as debt service 
payments become due. 

J. NOTES RECEIVABLE

The notes receivable in the Other Governmental Funds of $15,117,307, net of $73,182, allowance for doubtful 
accounts, consist of loans made for low-income housing rehabilitation, property improvement and small business
origination. The loans are collateralized by deeds of trust on the improved properties, are generally interest free 
with the exception of a small number of direct loans bearing annual interest at 3 or 5 percent and, with a few
exceptions, require no repayment of principal until the loans reach maturity. 
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K. APPROVED LOANS PAYABLE

The approved loans payable in the Housing and Community Development Special Revenue Fund of  $2,724,225
consist of amounts being held for rehabilitation of properties using funds provided by federal grants.  The liability is
expected to be liquidated within one year.

L. SPECIAL ITEMS

These expenses in the Water and Sewer Enterprise funds represent legal costs incurred in pursuit of mitigating 
damages from the manufacturers of perchlorethylene, or PCE, a common chemical used in the dry cleaning
industry.  This chemical has seeped into the groundwater through sewer lines when improperly disposed, and 
threatens the City’s groundwater supplies.  Modesto has been proactive in attempting to recover damages and 
future cleanup costs from the dry cleaners and their insurers, and has also initiated litigation with the
manufacturers.  In the current year the City received $1,495,461 in insurance recoveries and settlements from 
some of the smaller defendants.  In October 2007 the City settled with one of the defendants and received $12.8
million, net of attorney fees, that is to be used for the cleanup costs.

III. OTHER INFORMATION

A. RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors 
and omissions; injuries to and illnesses of employees; and natural disasters.  The City maintains the Insurance
Internal Service Fund to account for and finance its risks of loss.  Under this program, the City is self-insured for 
the following risks up to the maximum amount per claim as follows:  workers' compensation $750,000; liability
$1,000,000; and dental care $1,200.   In July 1995, the City dropped its self -insured health plan, and now offers a
variety of commercial plans to its employees.    The City purchases commercial insurance for employee disability,
property loss, airport liability, and for claims in excess of the preceding self-insured coverage amounts.

For liability claims, the City is one of twelve members of the Authority for California Cities Excess Liability (ACCEL)
risk pool.  This pool covers City claims between $1,000,000 and $4,000,000. The purpose of the pool is to spread
the adverse effect of losses among the member agencies.  The City contributes its pro rata share of anticipated 
losses to the pool.  Should actual losses among participants be greater than anticipated, the City will be assessed
its pro rata share of that deficiency.  Conversely, if the actual losses are less than anticipated, the City will be 
refunded its pro rata share of the excess.  Commercial insurance covers claims over $5,000,000 in three excess
layers of $10,000,000 each, for an additional $30,000,000 per claim.  Settled claims have not exceeded this
commercial coverage in any of the past five fiscal years.

All operating funds participate in the program and make payments to the Insurance Fund based on historical cost
and/or actuarial estimates of the amounts needed to pay prior and current year claims, and to allow accrual of 
estimated incurred but not reported claims and allocated loss adjustment expenses.  Insurance premiums to 
commercial insurers are also processed through the Insurance Fund. The total claims liability at June 30, 2007 is
$16,626,237 consisting of $13,536,000 workers' compensation, $2,637,000 general liability, $363,163 dental,
$30,449 disability, and $59,625 vision.   Workers’ compensation and general liability claims liabilities are estimated
on an actuarial basis, and are reported at their net present value using an expected future investment yield
assumption of 3.56%.  The undiscounted worker’s compensation and liability claims totaled $16,649,000 and
$2,820,000, respectively.

The current portion of the total claims liability is estimated to be $4,583,644 and the balance of $12,042,593 is 
reported as a long-term liability on the statement of net assets.  These claim estimates are based on the
requirements of Governmental Accounting Standards Board Statement 10, and include estimated claims incurred
but not yet reported and allocated loss adjustment expenses as of June 30, 2007.  Changes in the Insurance Fund
claims liability during the fiscal years ended June 30, 2006 and June 30, 2007 were:

Claims Liability Current-Year Claims and Current-Year Claims Liability
July 1 Changes in Estimates Claim Payments June 30

2005-06 $13,961,801 $7,458,436 $(5,089,127) $16,331,110
2006-07 16,331,110 9,231,869 (8,936,742) 16,626,237

C-62



51

B. COMMUNITY FACILITIES DEBT WITHOUT CITY COMMITMENT

Special assessment and community facilities districts have been established in various areas of the City to provide
improvements to properties located in those districts.  Properties are assessed for the cost of the improvements;
these assessments are payable solely by the property owners over the term of the debt issued to finance the
improvements.  The City is not legally obligated to pay these debts or be the purchaser of last resort of foreclosed
properties in the special assessment districts, nor is it obligated to advance City funds to repay this debt in the 
event of default by any property owners.  The City functions as an agent for the property owners by collecting 
assessments and forwarding collections to trustees for payment to bond holders.  At June 30, 2007, the balance of
these districts’ outstanding debt was as follows:

Issue Outstanding Amount
Village One #2 Community Facilities District $31,085,000
Fairview Village Community Facilities District 4,960,000

C. CONDUIT DEBT OBLIGATIONS

From time to time, the City has issued revenue bonds to provide financial assistance to private-sector entities for 
the acquisition and construction of industrial, commercial, health care, and multiple-family housing facilities
deemed to be in the public interest.  The bonds are secured by the property financed and are payable solely from
developer payments on the underlying mortgage loans.  Upon repayment of the bonds, ownership of the acquired
facilities transfers to the private-sector entity served by the bond issuance.  Neither the City, the State, nor any 
political subdivision thereof is obligated in any manner for repayment of the bonds.  Accordingly, the bonds are 
considered conduit debt obligations and are not reported as liabilities in the accompanying financial statements.

As of June 30, 2007 there were seven series of conduit revenue bonds outstanding.  The aggregate principal 
amount payable for these multiple-family housing and health care facility bond issues, issued between 1993 and 
2002, was $43,365,000. 

D. COMMITMENTS AND CONTINGENCIES

The City is involved in litigation relating to tort claims, workers' compensation claims and other claims such as 
contract actions and inverse condemnation actions for which the City is self-insured.  Management and the City's
legal counsel anticipate there will be no material effect on the financial statements beyond the amounts accrued in
the Insurance Internal Service Fund.

In the 1950’s and 1960’s, the City operated a landfill facility outside the city limits. This facility was closed in 1968,
to the standards in effect at that time.  State and federal laws and regulations require that the City perform certain
maintenance and monitoring functions.  Testing performed during fiscal year 2007 indicated that methane
emissions in the area had exceeded State standards, however additional testing performed indicated that the
emissions were within the allowable levels.  If additional postclosure care requirements are determined (due to 
changes in technology or applicable laws or regulations, for example), these costs may result in increased charges
to future landfill users.  As of June 30, 2007 the future postclosure care cost of monitoring the landfill was
calculated to be immaterial for presentation purposes.

The City receives funding from a number of federal, state and local grant programs, principally the Federal
Highway Administration, Community Development Block Grants, and Federal Transit Administration grants.
These programs are subject to financial and compliance review by the grantors.  Accordingly, the City's
compliance with applicable grant requirements will be determined at some future date.  Expenditures, if any, which
may be disallowed by the granting agencies cannot be determined at this time.  The City does not expect the 
undeterminable amounts of disallowed expenditures, if any, to materially affect the basic financial statements.
Receipt of these federal, state and local grant revenues is not assured in the future.

The City has commitments of $33,333,675 as of June 30, 2007 for contracts awarded but not completed and other
outstanding purchase orders.   This amount consists of  $1,433,483 in the General Fund, $3,888,291 in the
Capital Facility Fees Fund, $2,340,868 in the Community Facilities Districts Funds, $8,120,972 in other
governmental funds, $15,035,353 in the enterprise funds, and $2,514,708 in the internal service funds.
Commitments of the governmental funds are recorded as fund balance reserves for encumbrances on the balance
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sheet.   As of June 30, 2007, there are major contracts and other purchase orders outstanding for  the  9th Street 
bridge replacement, various new parks, Kiernan Business Park development consultant, storm drain
improvements, water and sewer system improvements,  comprehensive update to the City’s general plan, airport
terminal parking lot expansion, major street improvements, and the purchase of replacement vehicles and
equipment for the City fleet.

E. JOINT VENTURES AND JOINTLY GOVERNED ORGANIZATION

Tuolumne River Regional Park

The City participates with Stanislaus County and the City of Ceres in the operation and development of the
Tuolumne River Regional Park (TRRP).  The governing body consists of 2 members from the County Board of 
Supervisors, 2 members from the Modesto City Council, and 1 member from the Ceres City Council.  The TRRP 
board prepares the annual budget, which must be approved by both cities' councils and the board of supervisors.
Each participant has an equity interest in the capital assets of TRRP based on the percentage of cumulative
contributions paid.  The City's contribution to TRRP was $129,264 for the fiscal year ended June 30, 2007.  As of
June 30, 2007 the City's investment in this joint venture was $1,807,047, and is included in governmental activities
on the statement of net assets.  Financial statements for TRRP are prepared by the City of Modesto Finance 
Department.

Stanislaus Drug Enforcement Agency

Stanislaus County (County) and the cities of Modesto, Oakdale, Ceres, Patterson, Turlock, Riverbank and
Newman are the participants in the Stanislaus Drug Enforcement Agency (SDEA).  The purpose of the SDEA is to
maintain a specially trained police unit to assist each of the participating agencies in the enforcement of drug
control laws, and to study, plan, and set priorities for effective enforcement of such laws throughout Stanislaus 
County.  The governing board consists of the sheriff of Stanislaus County and the chief of police of each
participating city.  All participants contribute to the funding of the SDEA budgeted expenditures, based on
population and assessed property value.  The City's contribution to the SDEA for the fiscal year ended June 30, 
2007 was $693,390, consisting of a $373,855 cash contribution and in-kind services valued at $319,535.  The 
City's investment in this joint venture was estimated to be $442,657 as of June 30, 2007, based on the most recent
available information.  This amount is reported in governmental activities in the statement of net assets.
Financial statements of the SDEA are prepared by the City of Modesto Finance Department.

City-County Capital Improvements and Financing Agency

The City and Stanislaus County formed the City-County Capital Improvements and Financing Agency (Agency) to
provide for the design, construction, ownership, operation, management and financing of a City-County
administration center located in Modesto’s downtown redevelopment area.   The governing body is a commission
consisting of 2 members of the City Council, 2 members of the County Board of Supervisors, the County Chief 
Executive Officer, and the City Manager.   The commission is responsible for developing an annual budget and 
determining the annual contribution rates, subject to approval by both the City and the County.  The Stanislaus 
County Auditor Controller  was the fiscal administrator during the construction phase, which was finaled at the end
of June 2003.   Since then, the City of Modesto has been the fiscal administrator.  For the fiscal year ended June 
30, 2007, the City’s payments to the Agency were $676,371. The City’s equity interest in the Agency is
$14,386,896, equal to its fixed asset contributions to date net of depreciation, and is reported in governmental 
activities as investments in joint ventures in the Statement of Net Assets.    Financial statements of the Agency  will
be available from the Agency after the initial audit of the Agency’s books has been completed.

Stanislaus Waste-to-Energy Financing Agency

The City participates with Stanislaus County in the Stanislaus Waste-to-Energy Financing Agency (Agency).  The
Agency was created to provide financing for a facility that generates power from solid waste.  The costs of
operating the Agency, if any, are shared equally by the participants.  The governing body consists of 2 members 
each from the County Board of Supervisors and the Modesto City Council.  As of June 30, 2007,  the City has no 
equity interest.   Stanislaus County Treasurer's office prepares the Agency's financial statements.
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Regional Fire Training Center

The City has entered into an agreement with the Yosemite Community College District (YCCD) and Stanislaus 
County for the use and management of the regional fire training center at Modesto Junior College.  The executive
board consists of the YCCD Chancellor, the President of Modesto Junior College, the City Manager of the City of
Modesto, and the Chief Executive Officer of Stanislaus County.  The YCCD is responsible for accounting and for 
monitoring the center's budget.  All three entities share in the operating costs.  Initial construction costs were paid 
by the YCCD from borrowed funds, with the City and County reimbursing a portion of these costs in exchange for
future use of the center.  The City has paid its share of the construction costs in full.  Title to the constructed asset
is held by the YCCD; therefore, the City has no equity interest. 

F. TREATMENT AND DELIVERY AGREEMENT

In 1992, the City entered into a treatment and delivery agreement with the Modesto Irrigation District (MID) and the
Del Este Water Company (Del Este).  The City assumed Del Este’s interest and obligations under the agreement
when it acquired Del Este in July 1995.   Under the agreement, MID built and operates a surface water treatment 
plant on the Tuolumne River for the purpose of providing a long-term source of domestic treated water for the City.
MID is the sole owner of the project, and has all management and operations responsibility.  In exchange for the 
treated water, the City has agreed to pay:  all debt service on bonds issued by MID for the construction of the 
project; a raw water charge as set forth in the agreement; project operation, administration, and maintenance 
costs; and insurance on the project.   Gross revenues of the City's Water Fund are irrevocably pledged for the 
punctual payment of the MID debt service and all obligations of the City under any parity debt.  Current parity debt
of the City consists of the 2006 Water Revenue Certificates of Participation, 1997 Water System Improvement 
Project Refunding Certificates of Participation, and the California Safe Drinking Water Act loan (Note II-C).  The
minimum annual amount payable to MID, consisting of the debt service component only, is $6,687,444.  The
treatment plant completed all tests and began commercial operations on May 15, 1995, at which time the City
began paying for raw water and operations.   The total cash paid to MID during the fiscal year ended June 30, 
2007 was $12,608,001, which is reported as "water purchases" expense on the proprietary funds statement of 
revenues, expenses and changes in net assets in the amount of $12,904,328, and as prepaid expense of
$706,673.  Prior year prepaid expense of $1,003,000 reduced the amount of cash paid during the current fiscal 
year.

The City and MID have agreed upon an expansion of the initial Domestic Water Project facilities beyond the
existing design capacity of 36 million gallons per day (“mgd”) to a design capacity of 72 mgd.  In June 2007, the 
MID issued $93,190,000 Domestic Water Project revenue bonds pursuant to the terms of the existing treatment 
and delivery agreement.  Therefore, as of June 30, 2007, the total outstanding on the MID bonds is: $73,780,000
for the 1998 bonds, and $93,190,000 for the 2007 bonds for a total of $166,970,000.

G. POST-RETIREMENT HEALTH CARE BENEFITS

In addition to the pension benefits described below in Note III-H, the City provides health care benefits to
employees who retire from the City, under contractual agreements with all employee groups.  All full-time
employees, except firefighters who receive a cash payout, are eligible to set aside a percentage of accumulated
sick leave upon retirement, to be used for payment of future health care premiums to a choice of four insurance 
plans.  The City has no obligation to pay premiums for retirees with no accumulated sick leave.  The estimated 
liability for current retirees' future premiums is $16,341,924 as of June 30, 2007.  The estimated current portion of
$1,969,375 is fully funded.  The long-term portion $14,372,549 is partially funded, with the balance being funded 
over time by charges to the City's operating funds.  The current and long-term portions are reported in the
Employee Benefits Management Fund as part of the compensated absences liability balances.
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H. DEFINED BENEFIT PENSION PLAN

Plan Description

The City contributes to the California Public Employees Retirement System (CalPERS), an agent multiple-
employer public employee defined benefit pension plan, which acts as a common investment and administrative 
agent for participating public entities in California.  CalPERS provides retirement and disability benefits, and death
benefits to plan members and beneficiaries.   Benefit provisions and all other requirements are established by
state statute and city ordinance.  Copies of CalPERS’ annual financial report may be obtained from their executive
office: 400 P Street, Sacramento, CA 95814.  An annual financial report for the City’s portion of the plan is not 
available.

Funding Policy

Participants are required to contribute 7% (9% for safety employees) of their annual covered salary, of which the 
City pays the majority on behalf of the employees.   The City is required to contribute at an actuarially determined
rate; the current rate is 9.124% of annual covered payroll for non-safety employees and 24.421% for safety
employees. The contribution requirements of plan members and the City are established and may be amended by 
CalPERS.

Annual Pension Cost

For 2007, the City’s annual pension cost of $12,214,853 for CalPERS was equal to the City’s required and actual
contributions.  The required contribution was determined as part of the June 30, 2004 actuarial valuation using  the
entry age normal actuarial cost method. This is a projected benefit cost method, which takes into account those 
benefits that are expected to be earned in the future as well as those already accrued.  The actuarial assumptions
included (a) 7.75% investment rate of return (net of administrative expenses), (b) projected annual merit or
seniority salary increases that vary by length of service, and (c) no post-retirement benefit increases.    Both (a) 
and (b) included an inflation component of 3.0%.  The actuarial value of the City’s CalPERS assets was
determined using techniques that smooth the effects of short-term volatility in the market value of investments over
a three-year period (smoothed market value).  The City’s CalPERS unfunded actuarial accrued liability is being 
amortized as a level percentage of projected payroll on a closed basis.  The remaining amortization period at  June
30, 2006  was 32 years for both the miscellaneous and safety plans.

THREE-YEAR TREND INFORMATION FOR PERS – ALL PLANS

Annual Pension Percentage of Net Pension
Fiscal Year Cost (APC) APC Contributed Obligation

6/30/05 $8,276,570 100% -
6/30/06 11,748,699 100% -
6/30/07 12,214,853 100% -

SCHEDULE OF FUNDING PROGRESS FOR PERS
Overfunded Unfunded

Entry Age (Underfunded) Actuarial
Actuarial Actuarial Actuarial Liability as

Actuarial Value of Accrued Accrued Funded Covered Percentage of
Valuation Assets Liability Liability Ratio Payroll Covered Payroll

Date (A) (B) (A – B) (A/B) (C) [(A – B)/C]
6/30/04:

Misc. $204,261,809 $212,669,957 $(8,408,148) 96.0% $41,083,600 20.5%
Safety 221,621,121 257,554,567 (35,933,446) 86.0% 29,085,514 123.5%

6/30/05:
Misc. $218,307,677 $231,079,054 $(12,771,377) 94.5% $42,221,273 30.2%

Safety 239,178,942 273,741,974 (34,563,032) 87.4% 30,117,501 114.8%

6/30/06:
Misc. $234,337,099 $248,371,895 $(14,034,796) 94.3% $43,582,742 32.2%

Safety 258,762,829 293,433,828 (34,670,999) 88.2% 32,412,111 107.0%
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CITY OF MODESTO
SCHEDULE OF REVENUES - BUDGET (GAAP BASIS)

AND ACTUAL - GENERAL FUND
Year ended June 30, 2007

Variance with
Final Budget -

Positive
Original Final Actual (Negative)

TAXES:
 Utility users tax $ 17,862,717 $ 18,914,944 $ 18,319,657 $ (595,287)
 Property tax 16,641,611 16,875,109 16,456,379 (418,730)
 Transient occupancy tax 2,217,721 2,267,721 2,264,699 (3,022)
 Franchise tax 3,056,008 3,122,128 2,976,772 (145,356)
 Business license tax 10,830,466 10,830,466 10,359,058 (471,408)

   Total taxes 50,608,523 52,010,368 50,376,565 (1,633,803)

LICENSES AND PERMITS 101,174 101,174 100,682 (492)

INTERGOVERNMENTAL:
 Sales tax 23,181,345 22,789,203 20,483,152 (2,306,051)
 In-lieu sales tax 7,339,967 7,401,700 7,401,700
 Motor vehicle license fees 14,845,688 16,109,311 16,233,262 123,951
 State 2,402,550 2,402,550 2,643,897 241,347
 County 97,000 97,000 227,098 130,098
 Federal 52,000 132,000 46,183 (85,817)
 Other intergovernmental 573,389 573,389 978,733 405,344

   Total intergovernmental 48,491,939 49,505,153 48,014,025 (1,491,128)

CHARGES FOR SERVICES:
 General government 3,243,809 3,277,809 3,204,871 (72,938)
 Community development 4,460,028 3,767,335 3,186,285 (581,050)
 Public works 1,586,240 1,649,515 1,341,012 (308,503)
 Parks and recreation 1,911,520 1,848,128 2,158,617 310,489
 Public safety 1,823,064 2,423,315 2,523,428 100,113
 Other current charges for services 268,260 268,260 191,417 (76,843)
 Indirect cost recovery 2,948,304 2,948,304 2,897,455 (50,849)

   Total charges for services 16,241,225 16,182,666 15,503,085 (679,581)

SPECIAL ASSESSMENT 158,500 158,500 51,634 (106,866)

INTEREST AND RENT 490,680 490,680 406,462 (84,218)

NET INCREASE (DECREASE) IN FAIR VALUE
 OF INVESTMENTS 146,546 146,546

FINES AND FORFEITURES 546,835 705,000 1,158,163 453,163

MISCELLANEOUS:
 Mandated cost recovery 963,508 938,730 (24,778)
 Other 786,091 980,918 1,236,789 255,871

   Total miscellaneous 786,091 1,944,426 2,175,519 231,093

   Total revenues $ 117,424,967 $ 121,097,967 $ 117,932,681 $ (3,165,286)

The notes to required supplementary information are an integral part of this schedule
56

Budget

C-68



CITY OF MODESTO
SCHEDULE OF EXPENDITURES BY FUNCTION - BUDGET

(GAAP BASIS) AND ACTUAL - GENERAL FUND
Year ended June 30, 2007

Variance with
Final Budget -

Positive
Original Final Actual (Negative)

General government:
City council $ 220,240 $ 251,838 $ 181,553 $ 70,285
Personnel/training 1,533,775 1,767,323 1,587,678 179,645
City manager 1,282,485 1,467,492 1,261,908 205,584
City attorney 1,804,258 1,939,273 1,845,852 93,421
City clerk/auditor 703,606 737,264 613,562 123,702
Finance 6,261,297 6,575,432 6,161,665 413,767
Other 1,236,440 2,353,010 (1,116,570)

Total general government 11,805,661 13,975,062 14,005,228 (30,166)

Community development 6,313,766 6,619,484 5,362,329 1,257,155

Public works:
Engineering and Transportation Dept:

Construction administration/permits 865,894 952,575 763,901 188,674
Engineering administration 1,456,411 1,489,475 1,379,882 109,593

Operations and Maintenance Dept:
Service and maintenance 4,050,894 4,091,589 3,912,980 178,609
Graffiti abatement 340,400 340,400 326,765 13,635

Total public works 6,713,599 6,874,039 6,383,528 490,511

Parks and recreation:
Operations and Maintenance Dept:

Service and maintenance 5,431,788 5,535,387 5,506,403 28,984
Community Services & Neighborhood Connection:

Administration 833,807 893,021 799,605 93,416
Planning and development 493,641 497,241 491,553 5,688
Culture 1,367,657 1,505,037 1,443,538 61,499
Recreation division 3,190,169 3,323,635 3,266,829 56,806
Facilities 718,321 697,762 626,017 71,745

Total parks and recreation 12,035,383 12,452,083 12,133,945 318,138

Public safety:
Fire protection 25,735,655 27,315,004 26,623,758 691,246
Police protection 51,886,032 52,898,987 52,371,551 527,436

Total public safety 77,621,687 80,213,991 78,995,309 1,218,682

   Total expenditures by department 114,490,096 120,134,659 116,880,339 3,254,320

Debt service:
Principal retirement 9,719 9,719 9,719
Interest 344 344 344

   Total debt service 10,063 10,063 10,063

Total expenditures $ 114,500,159 $ 120,144,722 $ 116,890,402 $ 3,254,320

The notes to required supplementary information are an integral part of this schedule
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CITY OF MODESTO
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2007

BUDGETARY INFORMATION - The City follows these procedures annually in establishing the budgetary data
reflected in the budgetary comparison schedules:

1. The City Manager submits to the City Council a proposed budget for the fiscal year commencing the following
July 1.  The budget includes proposed expenditures and the means of financing them.

2. The City Council reviews the proposed budget at specially scheduled sessions, which are open to the public.
The Council also conducts a public hearing on the proposed budget to obtain comments from interested
persons.

3. Prior to July 1, the budget is legally adopted through passage of an ordinance.  This budget is reported as the 
Original Budget in the budgetary comparison schedules.

4. During the fiscal year, changes to the adopted budget may be authorized, as follows:
a. Items requiring City Council action - appropriation of fund balance reserves; transfers of appropriations 

between funds; appropriation of any non-departmental revenue; new interfund loans or advances; and 
creation of new capital projects or increases to existing capital projects.

b. Items delegated to the City Manager - transfers between departments within funds; appropriation of
unbudgeted departmental revenues; and approval of transfers that increase salary and benefit
appropriations.

c. Items delegated to the Finance Director - approval authority over any changes in or transfers from
budgeted allocations for Internal Service Fund charges.

d. Items delegated to Department Heads - allocation of departmental appropriations to line item level.

5. Formal budgetary accounting is employed as a management tool for all funds.  Annual budgets are legally 
adopted and amended as required for the general, special revenue, enterprise and internal service funds.
Project length budgets are adopted for the capital projects funds.  All budgets are prepared on a basis
consistent with generally accepted accounting principles (GAAP), and budgetary comparisons for the general
and major special revenue funds are presented on this basis in the required supplementary information.  A 
debt service payment schedule for the debt service funds is also approved as part of the budget process.

6. Budget amounts are reflected after all authorized amendments and revisions.  This budget is reported as the
Final Budget in the budgetary comparison schedules.

7. For each legally adopted operating budget, expenditures may not exceed budgeted appropriations at the
activity level.  The legal appropriation basis is at the level called "department".  A "department" for legal
appropriation purposes may be a single organization (e.g., City Attorney), or an entire department having
multiple organizations within the same fund (e.g., Operations and Maintenance), or an entire fund (e.g.,
Downtown Improvement District).  All departments and funds completed the year within their legally authorized
expenditures.  Encumbrance accounting, under which purchase orders, contracts and other commitments are
recorded to reserve the applicable appropriations, is employed in the governmental funds.

The City does, however, honor the contracts represented by year-end encumbrances and the subsequent 
year's appropriations provide authority to complete these transactions.
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Nonmajor Governmental Funds

Nonmajor Special Revenue Funds

Special Revenue Funds include funds which are restricted as to use by the Federal or State governments, and special 
purpose funds established by authority of the City Council.  Nonmajor Special Revenue Funds include:

OPERATING GRANTS FUND – To account for a variety of governmental fund operating grants, including law
enforcement grants.

LOCAL TRANSPORTATION FUND – To account for revenues and expenditures of Local Transportation Fund
allocations for streets, urban trails, and non-motorized facilities.  Allocations for the City bus system are reported directly 
in the Bus Enterprise Fund.

TRAFFIC SAFETY FUND – To account for receipts and expenditures of traffic safety fines.

SPECIAL GAS TAX STREET IMPROVEMENT FUND – To account for State-collected, locally-shared gas  tax monies.
These funds may be used for all street purposes including construction, purchase of rights-of-way, and maintenance. 

DOWNTOWN IMPROVEMENT DISTRICT FUND – To account for the fiscal activities of Business Improvement Area A
of the City of Modesto.

HOUSING AND COMMUNITY DEVELOPMENT FUND – To account for grants and other monies received and
disbursed for projects developed and administered under the Housing and Community Development Act of 1974.

STRATEGIC PLANNING AND DEVELOPMENT FUND – Established to provide a funding source for future village
planning, general plan update and other large expenses related to planning and development.  This fund was originally 
financed with an apportionment of the PERS rebate related to AB702.  Subsequent funding has been provided by
transfers from the General Fund.  Future funding will be provided by fees imposed on private development.

Nonmajor Capital Projects Funds

Capital Projects Funds are used to account for financial resources to be used for the acquisition or construction of major
capital facilities other than those financed by proprietary funds.  Nonmajor Capital Projects Funds include:

SPECIAL FUND FOR CAPITAL OUTLAYS – To account for capital outlay authorized by the City Council.  No monies
placed in this fund are to be disbursed except for this purpose unless authorized by a vote of the people.

PARKS FUND – To account for a discretionary transfer of General Fund property tax revenue to provide for the
development of parks within the City, as directed by the City Council.

McHENRY MANSION RESTORATION FUND – To account for donations and other revenues received and
appropriated for the purpose of restoring the McHenry Mansion.

CAPITAL GRANTS FUND – To account for receipts and disbursements of a variety of Governmental Fund capital
grants.

REDEVELOPMENT AGENCY FUND – To account for the construction of capital projects financed by the
Redevelopment Agency of the City of Modesto.

IMPROVEMENT DISTRICTS FUND – To account for the construction of public improvements deemed to benefit
properties against which special assessments are levied.

PUBLIC FINANCING AUTHORITY FUND – To account for the financing of various projects authorized by the Modesto
Public Financing Authority.

C-72



Nonmajor Debt Service Funds

Debt Service Funds are used to account for the accumulation of resources for, and the payment of, general long-term
debt principal and interest.  Nonmajor Debt Service Funds include:

REDEVELOPMENT AGENCY FUND – To account for certificates of participation issued to finance the acquisitions and
construction of the Modesto Centre Plaza.

PUBLIC FINANCING AUTHORITY FUND – To account for payment of debt issued to finance projects authorized by the
Modesto Public Financing Authority.
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CITY OF MODESTO
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS

June 30, 2007

Special Gas Downtown
Operating Local Traffic Tax Street Improvement

Grants Transportation Safety Improvement District

ASSETS
Cash and cash equivalents $ 776,508 $ 559 $ 374,251 $ 7,350,153 $ 60,985
Cash and cash equivalents
  with fiscal agent
Receivables:
  Accounts 303,022 531
  Interest 4,040 4,661 27,716 254
  Utilities, net 17,075
  Taxes 220,077
Due from governments 1,396,081 3,808,348 265,974
Notes receivable, net 229,102
Prepaid expesnes/expenditures 1,308
Property held for resale
Advances to other funds

      Total assets $ 2,727,136 $ 3,813,568 $ 374,251 $ 7,864,451 $ 61,239

LIABILITIES AND FUND
BALANCES

Liabilities:
  Accounts payable $ 235,182 $ 30,607 $ 263,374 $ 38
  Accrued salaries and benefits 58,801 56,839
  Due to other funds $ 710,000
  Approved loans payable
  Deferred revenues 1,498,273 3,005,445 925
  Refundable deposits
  Advances from other funds

Total liabilities 1,792,256 3,715,445 30,607 321,138 38

Fund balances:
  Reserved for:
    Encumbrances 649,497 1,527 832,434
    Loan programs and prepaids
    Interfund advances
    Property held for resale
    Set-aside requirement
    Debt service
  Unreserved/designated for:
    Pending projects 343,644 6,710,879 61,201
  Unreserved/undesignated 285,383 96,596

Total fund balances 934,880 98,123 343,644 7,543,313 61,201

Total liabilities and fund balances $ 2,727,136 $ 3,813,568 $ 374,251 $ 7,864,451 $ 61,239
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Capital Projects
Housing and Strategic Special Fund McHenry Redevelop- Public
Community Planning and for Capital Mansion Capital ment Financing
Development Development Outlays Parks Restoration Grants Agency Authority

$ 2,612,711 $ 1,802,294 $ 1,673,921 $ 1,451,013 $ 6,632 8,416 $ 8,088,802 $

1,731,589 2,412,632 148,306

13,270 71,889
8,339 5,075 5,691 28 25,022

492,519 202,953 3,972,876
13,959,189 929,016

780,000
102,124

$ 18,817,617 $ 1,879,258 $ 1,776,045 $ 4,072,289 $ 6,660 3,981,292 $ 9,822,840 $ 148,306

$ 167,201 $ 22,572 $ 104,030 $ 5,143 $ 253,852 $ 3,639 $
14,300

3,610,000
2,724,225

1,756 71,889 202,953 2,020,524
1,000

168,583

2,907,482 94,461 104,030 376,679 5,884,376 4,639

270,387 1,801,374 2,196,009 291,273 1,861,115 217,356
11,234,964 929,016

102,124
780,000

5,388,260

4,404,784 3,404,337 $ 6,660 2,503,569 148,306
(16,577) (626,118) (3,764,199)

15,910,135 1,784,797 1,672,015 3,695,610 6,660 (1,903,084) 9,818,201 148,306

$ 18,817,617 $ 1,879,258 $ 1,776,045 $ 4,072,289 $ 6,660 $ 3,981,292 $ 9,822,840 $ 148,306
(continued)
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CITY OF MODESTO
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS (Continued)

June 30, 2007

Public
Redevelopment Financing

Agency Authority Total

ASSETS
Cash and cash equivalents $ 931,177 $ 25,137,422
Cash and cash equivalents
  with fiscal agent 1,981,634 $ 4,689,277 10,963,438
Receivables:
  Accounts 388,712
  Interest 13,668 94,494
  Utilities, net 17,075
  Taxes 372,806 592,883
Due from governments 10,138,751
Notes receivable, net 15,117,307
Prepaid expesnes/expenditures 1,308
Property held for resale 780,000
Advances to other funds 102,124

      Total assets $ 3,299,285 $ 4,689,277 $ 63,333,514

LIABILITIES AND FUND
BALANCES

Liabilities:
  Accounts payable $ 598,137 $ $ 1,683,775
  Accrued salaries and benefits 129,940
  Due to other funds 4,320,000
  Approved loans payable 2,724,225
  Deferred revenues 6,801,765
   Refundable deposits 1,000
  Advances from other funds 168,583

Total liabilities 598,137 15,829,288

Fund balances:
  Reserved for:
    Encumbrances 8,120,972
    Loan programs 12,163,980
    Interfund advances 102,124
    Property held for resale 780,000
    Set-aside requirement 5,388,260
    Debt service 2,701,148 4,689,277 7,390,425
  Unreserved/designated for:
    Pending projects 17,583,380
  Unreserved/undesignated (4,024,915)

Total fund balances 2,701,148 4,689,277 47,504,226

Total liabilities and fund balances $ 3,299,285 $ 4,689,277 $ 63,333,514
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CITY OF MODESTO
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS
Year ended June 30, 2007

Special Gas Downtown
Operating Local Traffic Tax Street Improvement

Grants Transportation Safety Improvement District
REVENUES:
  Taxes $ 846,444 $ 221,487
  Licenses and permits $ 75,173 11,434
  Intergovernmental 1,356,813 $ 2,737,811 5,502,051
  Charges for services 3,173,601 1,201,740
  Special assessments levied
  Interest and rent 19,585 49,721 148,181 (471)
  Net increase (decrease) in fair
   value of investments 4,360 28,229 54,691 703
  Fines and forfeits 12,737 $ 1,528,545
  Miscellaneous 399,966 95,939
    Total revenues 5,042,235 2,815,761 1,528,545 7,860,480 221,719

EXPENDITURES:
  Current:
    General government 1,497,621
    Community development 220,115
    Highways and streets 22,724 10,059,896
    Public works 3,723,236
    Parks and recreation 90,454
    Public safety 2,277,433 305,841
  Capital outlay:
    General government
    Community development
    Highways and streets 19,057 130,526
    Public works 64,890
    Parks and recreation 172,619
    Public safety 114,088
  Debt service:
    Principal retirement 40,634
    Interest 917
     Advance refunding escrow
    Other
      Total expenditures 7,940,341 41,781 305,841 10,231,973 220,115

EXCESS (DEFICIENCY) OF
 REVENUES OVER (UNDER)
 EXPENDITURES (2,898,106) 2,773,980 1,222,704 (2,371,493) 1,604

OTHER FINANCING SOURCES (USES):
  Transfers in 2,648,523 4,984,943
  Transfers out (2,685,131) (1,052,000) (1,265,085)
 Issuance of loans payable
 Issuance of lease revenue bonds
 Payments to refunded certificates of
  participation escrow agent
 Sale of assets

    TOTAL OTHER FINANCING
     SOURCES (USES) 2,648,523 (2,685,131) (1,052,000) 3,719,858

NET CHANGE IN FUND BALANCES (249,583) 88,849 170,704 1,348,365 1,604
FUND BALANCES, July 1 1,184,463 9,274 172,940 6,194,948 59,597
FUND BALANCES, June 30 $ 934,880 $ 98,123 $ 343,644 $ 7,543,313 $ 61,201

66

                                                                                       Special Revenue

C-78



Capital Projects
Housing and Strategic Special Fund McHenry Redevelop- Public
Community Planning and for Capital Mansion Capital ment Financing

Development Development Outlays Parks Restoration Grants Agency Authority

2,348,704

$ 3,294,634 $ 4,725,001
113,194 $ 1,047,611 $ 11,180

331,687 39,724 $ (17,182) 56,362 $ 35 $ 175,574 $ 2,138

18,208 17,810 (895) 17,153 82 65,470

3,340 10,000 31,500 97,966
3,761,063 1,115,145 13,423 182,661 117 4,725,001 2,589,748 2,138

2,706,272 1,631,512 548,433
566,631

1,087,479
81,708 26,918
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1,376
179,144 58,480

1,892,691

2,795,998 984,427 595,752
528,741

143,000
229,400

635,695
3,257,816 1,631,512 4,413,642 1,066,135 3,081,992 606,913 635,695

503,247 (516,367) (4,400,219) (883,474) 117 1,643,009 1,982,835 (633,557)

625,000 4,694,513 2,848,632 890,107
(2,781,795) (543,738) (97,222) (25,807) (2,582,013)

44,138
3,363,876

767,904

(2,781,795) 669,138 4,150,775 3,519,314 890,107 (25,807) 781,863

(2,278,548) 152,771 (249,444) 2,635,840 117 2,533,116 1,957,028 148,306
18,188,683 1,632,026 1,921,459 1,059,770 6,543 (4,436,200) 7,861,173

$ 15,910,135 $ 1,784,797 $ 1,672,015 $ 3,695,610 $ 6,660 $ (1,903,084) $ 9,818,201 $ 148,306
(continued)
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CITY OF MODESTO
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS
Year ended June 30, 2007

Public
Redevelopment Financing

Agency Authority Total
REVENUES:
  Taxes $ 2,954,817 $ 6,371,452
  Licenses and permits 86,607
  Intergovernmental 17,616,310
  Charges for services 5,547,326
  Special assessments levied
  Interest and rent 275,611 $ 294,162 1,375,127
  Net increase (decrease) in fair
   value of investments 44,164 249,975
  Fines and forfeits 1,541,282
  Miscellaneous 638,711
    Total revenues 3,274,592 294,162 33,426,790

EXPENDITURES:
  Current:
    General government 1,497,621
    Community developement 5,106,332
    Highways and streets 10,649,251
    Public works 4,810,715
    Parks and recreation 199,080
    Public safety 2,583,322
  Capital outlay:
    General government 1,376
    Community developement 237,624
    Highways and streets 2,042,274
    Public works 64,890
    Parks and recreation 4,548,796
    Public safety 642,829
  Debt service:
    Principal retirement 835,000 545,000 1,563,634
    Interest 1,111,365 3,052,718 4,394,400
    Advance refunding escrow 822,228 822,228
    Other 691,225 6,209 1,333,129
      Total expenditures 2,637,590 4,426,155 40,497,501

EXCESS (DEFICIENCY) OF
 REVENUES OVER (UNDER)
 EXPENDITURES 637,002 (4,131,993) (7,070,711)
OTHER FINANCING SOURCES
 (USES):
  Transfers in 25,807 3,522,384 20,239,909
  Transfers out (918,221) (11,951,012)
 Issuance of loans payable 44,138
 Issuance of lease revenue bonds 58,911,124 62,275,000
 Payments to refunded certificates of
  participation escrow agent (58,911,124) (58,911,124)
 Sale of assets 767,904

    TOTAL OTHER FINANCING
     SOURCES (USES) (892,414) 3,522,384 12,464,815

NET CHANGE IN FUND BALANCES (255,412) (609,609) 5,394,104
FUND BALANCES, July 1 2,956,560 5,298,886 42,110,122
FUND BALANCES, June 30 $ 2,701,148 $ 4,689,277 $ 47,504,226
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CITY OF MODESTO
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

BUDGET (GAAP BASIS) AND ACTUAL - OPERATING GRANTS SPECIAL REVENUE FUND
Year ended June 30, 2007

Variance with
Final Budget -

Positive
Original Final Actual (Negative)

REVENUES:
 Licenses and permits $ 50,000 $ 50,000 $ 75,173 $ 25,173
  Intergovernmental 676,169 1,275,923 1,356,813 80,890
 Charges for services 3,003,022 3,392,948 3,173,601 (219,347)
 Special assessments
  Interest and rent - interest 1,133 19,585 18,452
  Net increase in fair value of investments 4,360 4,360
 Fines and forfeits 500 14,000 12,737 (1,263)
 Miscellaneous 360,170 362,683 399,966 37,283
      Total revenues 4,089,861 5,096,687 5,042,235 (54,452)

EXPENDITURES:
 General government 2,181,085 2,129,835 1,497,621 632,214
 Public works 4,161,293 4,720,521 3,788,126 932,395
 Parks and recreation 807,913 808,207 263,073 545,134
 Public safety 4,682,276 5,296,663 2,391,521 2,905,142
  Total expenditures 11,832,567 12,955,226 7,940,341 5,014,885

DEFICIENCY OF REVENUES (UNDER) EXPENDITURES (7,742,706) (7,858,539) (2,898,106) 4,960,433

OTHER FINANCING SOURCES:
  Transfers in 2,398,916 2,398,916 2,648,523 249,607

NET CHANGE IN FUND BALANCE (5,343,790) (5,459,623) (249,583) 5,210,040
FUND BALANCES, JULY 1 1,184,463 1,184,463 1,184,463

FUND BALANCES, JUNE 30 $ (4,159,327) $ (4,275,160) $ 934,880 $ 5,210,040
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CITY OF MODESTO
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

BUDGET (GAAP BASIS) AND ACTUAL - LOCAL TRANSPORTATION SPECIAL REVENUE FUND
Year ended June 30, 2007

Variance with
Final Budget -

Positive
Original Final Actual (Negative)

REVENUES:
  Intergovernmental $ 2,620,000 $ 2,620,000 $ 2,737,811 $ 117,811
  Interest and rent - interest 49,721 49,721
  Net increase in fair value of investments 28,229 28,229
      Total revenues 2,620,000 2,620,000 2,815,761 195,761

EXPENDITURES:
  Highways and streets 1,039,534 1,039,534 41,781 997,753
   Total expenditures 1,039,534 1,039,534 41,781 997,753

EXCESS OF REVENUES OVER EXPENDITURES 1,580,466 1,580,466 2,773,980 1,193,514

OTHER FINANCING SOURCES (USES):
  Transfers out (2,968,889) (2,968,889) (2,685,131) 283,758
      TOTAL OTHER FINANCING SOURCES (USES) (2,968,889) (2,968,889) (2,685,131) 283,758

NET CHANGE IN FUND BALANCE (1,388,423) (1,388,423) 88,849 1,477,272
FUND BALANCES, JULY 1 9,274 9,274 9,274

FUND BALANCE (DEFICITS), JUNE 30 $ (1,379,149) $ (1,379,149) $ 98,123 $ 1,477,272
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CITY OF MODESTO
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

BUDGET (GAAP BASIS) AND ACTUAL - TRAFFIC SAFETY SPECIAL REVENUE FUND
Year ended June 30, 2007

Variance with
Final Budget -

Positive
Original Final Actual (Negative)

REVENUES
  Motor vehicle fines $ 1,040,000 $ 1,355,000 $ 1,528,545 $ 173,545

EXPENDITURES:
  Public safety 450,000 450,000 305,841 144,159

EXCESS OF REVENUES OVER EXPENDITURES 590,000 905,000 1,222,704 317,704

OTHER FINANCING USES:
  Transfers out (1,052,000) (1,052,000) (1,052,000)

NET CHANGE IN FUND BALANCE (462,000) (147,000) 170,704 317,704
FUND BALANCES, JULY 1 172,940 172,940 172,940

FUND BALANCES, JUNE 30 $ (289,060) $ 25,940 $ 343,644 $ 317,704
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CITY OF MODESTO
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL - SPECIAL
GAS TAX STREET IMPROVEMENT SPECIAL REVENUE FUND

Year ended June 30, 2007

Variance with
Final Budget -

Budget Positive
Original Final Actual (Negative)

REVENUES:
  Intergovernmental:
    State grants $ 3,510,000 $ 5,026,292 $ 5,283,279 $ 256,987
    Federal grants (1,475) (1,475)
   Other grants 220,247 220,247
      Total intergovernmental revenues 3,510,000 5,026,292 5,502,051 475,759

 Taxes 826,459 826,459 846,444 19,985
 Licenses and permits 10,200 10,200 11,434 1,234
 Charges for services 1,320,692 1,415,501 1,201,740 (213,761)
 Interest and rent 148,181 148,181
 Net increase in fair value of investments 54,691 54,691
 Miscellaneous 23,159 23,156 95,939 72,783
      Total revenues 5,690,510 7,301,608 7,860,480 558,872

EXPENDITURES:
 Current:
  Highway and streets 10,199,107 13,811,662 10,190,422 3,621,240
 Debt service:
  Principal retirement 41,553 41,553 40,634 919
  Interest 917 (917)
   Total expenditures 10,240,660 13,853,215 10,231,973 3,621,242

EXCESS OF REVENUES OVER EXPENDITURES (4,550,150) (6,551,607) (2,371,493) 4,180,114

OTHER FINANCING SOURCES (USES):
  Transfers in 5,368,018 5,368,018 4,984,943 (383,075)
  Transfers out (4,129,552) (4,129,552) (1,265,085) 2,864,467
      TOTAL OTHER FINANCING SOURCES (USES) 1,238,466 1,238,466 3,719,858 2,481,392

NET CHANGE IN FUNDS BALANCE (3,311,684) (5,313,141) 1,348,365 6,661,506
FUND BALANCES, JULY 1 6,194,948 6,194,948 6,194,948

FUND BALANCES, JUNE 30 $ 2,883,264 $ 881,807 $ 7,543,313 $ 6,661,506
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CITY OF MODESTO
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCE - BUDGET (GAAP BASIS) AND ACTUAL - DOWNTOWN
IMPROVEMENT DISTRICT SPECIAL REVENUE FUND

Year ended June 30, 2007

Variance with
Final Budget -

Positive
Original Final Actual (Negative)

REVENUES:
  Taxes - business license tax $ 221,830 $ 221,830 $ 221,487 $ (343)
  Interest and rent - interest 600 600 (471) (1,071)
  Net increase in fair value of investments 703 703
      Total revenues 222,430 222,430 221,719 (711)

                                                    
EXPENDITURES - community development
  Downtown improvement district administration:
    Professional and contractual services 184,590 184,590 186,791 (2,201)
    Materials and supplies 5,740 5,740 6,757 (1,017)
    Other 32,100 32,100 26,567 5,533
      Total expenditures 222,430 222,430 220,115 2,315

NET CHANGE IN FUND BALANCE 1,604 1,604
FUND BALANCES, JULY 1 59,597 59,597 59,597

FUND BALANCES, JUNE 30 $ 59,597 $ 59,597 $ 61,201 $ 1,604
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CITY OF MODESTO
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL - HOUSING
AND COMMUNITY DEVELOPMENT SPECIAL REVENUE FUND

Year ended June 30, 2007

Variance with
Final Budget -

Positive
Original Final Actual (Negative)

REVENUES:
  Intergovernmental - federal grants $ 3,783,398 $ 5,679,585 $ 3,294,634 $ (2,384,951)
  Charges for services 136,911 136,911 113,194 (23,717)
  Interest and rent - interest 293,250 293,250 331,687 38,437
 Net increase in fair value of investments 18,208 18,208
  Miscellaneous 3,340 3,340
      Total revenues 4,213,559 6,109,746 3,761,063 (2,348,683)

EXPENDITURES - community development
  Housing program 2,593,094 2,993,322 2,463,201 530,121
  Removal of architectural barriers 2,657,512 3,070,122 422,215 2,647,907
 Debt service:
  Principal retirement 143,000 143,000 143,000
  Interest 229,400 229,400 229,400
      Total expenditures 5,623,006 6,435,844 3,257,816 3,178,028

EXCESS OF REVENUES OVER EXPENDITURES (1,409,447) (326,098) 503,247 829,345

OTHER FINANCING USES:
 Transfers in
  Transfers out (5,502,829) (5,502,829) (2,781,795) 2,721,034
      TOTAL OTHER FINANCING SOURCES (USES) (5,502,829) (5,502,829) (2,781,795) 2,721,034

NET CHANGE IN FUND BALANCE (6,912,276) (5,828,927) (2,278,548) 3,550,379
FUND BALANCES, JULY 1 18,188,683 18,188,683 18,188,683

FUND BALANCES, JUNE 30 $ 11,276,407 $ 12,359,756 $ 15,910,135 $ 3,550,379
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CITY OF MODESTO
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL - STRATEGIC
PLANNING AND DEVELOPMENT SPECIAL REVENUE FUND

Year ended June 30, 2007

Variance with
Final Budget -

Positive
Original Final Actual (Negative)

REVENUES:
 Charges for services $ 1,494,039 $ 1,494,039 $ 1,047,611 $ (446,428)
 Special assessments levied
 Interest and rent - interest 39,724 39,724
 Net increase in fair value of investments 17,810 17,810
 Miscellaneous 10,000 10,000 10,000
      Total revenues 1,504,039 1,504,039 1,115,145 (388,894)

EXPENDITURES:
  Community development 2,887,973 2,641,167 1,631,512 1,009,655
  Public works
  Total expenditures 2,887,973 2,641,167 1,631,512 1,009,655

EXCESS (DEFICIENCY) OF REVENUES OVER 
(UNDER) EXPENDITURES (1,383,934) (1,137,128) (516,367) 620,761

OTHER FINANCING USES:
  Transfers in 625,000 625,000 625,000
  Issuance of loan payable 44,138 44,138
      TOTAL OTHER FINANCING SOURCES (USES) 625,000 625,000 669,138 44,138

NET CHANGE IN FUND BALANCE (758,934) (512,128) 152,771 664,899
FUND BALANCES, JULY 1 1,632,026 1,632,026 1,632,026

FUND BALANCES, JUNE 30 $ 873,092 $ 1,119,898 $ 1,784,797 $ 664,899
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Nonmajor Enterprise Funds 

 
Enterprise Funds are established to account for activities that render services on a user-charge basis to the general 
public.  Nonmajor Enterprise Funds include: 
 
 
PARKING FUND – Revenues in this fund consist of charges for off-street parking and the downtown parking garage, 
as well as in-lieu parking fees.  The revenue is used to develop and maintain parking facilities. 
 
STORM DRAIN FUND – To account for storm drain improvements, operations and maintenance.  The activities of the 
fund include street cleaning, rock well maintenance, and compliance with Federal and State water quality standards on 
storm water discharge. 
 
COMPOST FUND – To account for tip fees charged at the City’s composting facility for processing various 
compostable materials and the sale of compost product.  Excess revenues over expenses are set aside to protect the 
enterprise against market fluctuations, and to provide for capital improvements to the facility infrastructure. 
 
AIRPORT FUND – To account for all airport operations as stipulated in the City-Stanislaus County agreement of 
January 1968.  Amounts received from the Federal government, State of California, and Stanislaus County, requiring 
matching amounts by the City, are recorded in this fund and are appropriated to finance approved capital projects. 
 
GOLF FUND – Revenues in this fund consist of fees charged for using the City’s golf courses.  The revenue is used to 
improve, operate, and maintain golf courses. 
 
COMMUNITY CENTER FUND – Accounted for in this fund are all amounts collected for the purpose of operating and 
maintaining the Modesto Centre Plaza Community Center.  Revenues include room rental, catering fees, ticket sales, 
and other charges for using the center. 
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CITY OF MODESTO
COMBINING STATEMENT OF NET ASSETS - NON MAJOR ENTERPRISE FUNDS

June 30, 2007

Storm
Parking Drain Compost

ASSETS
Current assets:
  Cash and cash equivalents $ 1,372,855 $ 950,800 $ 483,510
  Cash and cash equivalents with fiscal agent
  Receivables:
    Accounts 1,320 654 140,151
    Interest 4,956 3,059 2,403
    Utilities, net 557,922
   Taxes
  Due from governments 4,538
 Property held for resale 630,000

      Total current assets 2,009,131 1,516,973 626,064

Capital assets:
  Land and construction in progress 3,142,479 1,942,719
  Other capital assets, net of accumulated depreciation 7,615,660 15,890,160 614,605

      Total assets 12,767,270 19,349,852 1,240,669

LIABILITIES
Current liabilities:
  Accounts payable 38,208 112,283 22,740
  Accrued salaries and benefits 3,716 20,405 5,844
  Interest payable 2,807
  Current portion - long-term debt 74,148
  Deferred revenues
      Total current liabilities 41,924 132,688 105,539

Noncurrent liabilities:
    Obligations under capital leases 77,485
    Certificates of participation
   Advances from other funds 878,704

      Total liabilities 41,924 1,011,392 183,024

NET ASSETS
Invested in capital assets, net of related debt 10,758,139 17,832,879 540,457
Unrestricted 1,967,207 505,581 517,188

      Total net assets $ 12,725,346 $ 18,338,460 $ 1,057,645
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Community
Airport Golf Center Total

$ 1,508,354 $ 230,740 $ 486,405 $ 5,032,664
610,647 610,647

8,743 35,723 52,989 239,580
5,765 177 16,360

557,922
796 796

780,339 784,877
630,000

2,303,997 877,287 539,394 7,872,846

4,644,747 494,938 3,764,844 13,989,727
5,221,878 2,976,956 10,864,762 43,184,021

12,170,622 4,349,181 15,169,000 65,046,594

756,609 43,679 21,923 995,442
5,014 12,048 47,027

49,000 51,807
215,000 289,148
221,058 221,058

761,623 528,737 33,971 1,604,482

77,485
5,435,000 5,435,000

878,704

761,623 5,963,737 33,971 7,995,671

9,866,625 (2,178,106) 14,629,606 51,449,600
1,542,374 563,550 505,423 5,601,323

$ 11,408,999 $ (1,614,556) $ 15,135,029 $ 57,050,923
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CITY OF MODESTO
COMBINING STATEMENT OF REVENUES, EXPENSES, AND

CHANGES IN FUND NET ASSETS - NON MAJOR ENTERPRISE FUNDS
Year ended June 30, 2007

Parking Storm Drain Compost

OPERATING REVENUES:
  Charges for services $ 1,128,584 $ 5,375,186 $ 1,254,137
  Miscellaneous 171 28,288
      Total operating revenues 1,128,755 5,403,474 1,254,137

OPERATING EXPENSES:
  Salaries and wages 301,104 1,003,827 236,474
  Contractual services 245,890 2,059,596 120,835
  Utilities 110,050 20,786 5,862
  Maintenance and supplies 149,236 1,186,068 512,404
  Insurance 22,598 45,639 6,709
  Employee benefits 67,261 425,371 179,890
  Administration services 126,567 958,759 61,080
  Allocated indirect administrative costs 26,679 249,352
  Other 4,337 6,099 1,317
  Depreciation 387,929 591,157 69,354
      Total operating expenses 1,441,651 6,546,654 1,193,925

OPERATING INCOME (LOSS) (312,896) (1,143,180) 60,212

NONOPERATING REVENUES (EXPENSES)
  Operating grants
  Gain (Loss) on disposition of capital assets (210,348) 24,245
  Tax revenue
  Tax expense (14,047)
  Interest income 37,112 (16,301) 7,049
  Net increase in fair value of investments 14,659 7,362 19,040
  Rental income
  Interest expense (7,870)
      Total nonoperating revenues (expenses) 37,724 (219,287) 42,464

INCOME (LOSS) BEFORE CAPITAL
 CONTRIBUTIONS AND TRANSFERS (275,172) (1,362,467) 102,676

Capital contributions 844,912
Transfers in 180,000 29,000
Transfers out (128,000)

CHANGE IN NET ASSETS (95,172) (517,555) 3,676

NET ASSETS (DEFICIT), July 1 12,820,518 18,856,015 1,053,969

NET ASSETS (DEFICIT), June 30 $ 12,725,346 $ 18,338,460 $ 1,057,645
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Community 
Airport Golf Center Total

$ 601,017 $ 2,189,384 $ 538,659 $ 11,086,967
3,197 14,219 45,875

604,214 2,189,384 552,878 11,132,842

317,500 774,864 2,633,769
767,833 1,677,254 50,243 4,921,651
106,631 (2,539) 172,540 413,330

99,532 8,546 419,588 2,375,374
29,119 13,911 42,303 160,279

130,661 229,814 1,032,997
93,646 53,630 8,604 1,302,286
38,256 92,135 406,422
35,030 18,951 12,191 77,925

390,774 310,649 778,103 2,527,966
2,008,982 2,172,537 2,488,250 15,851,999

(1,404,768) 16,847 (1,935,372) (4,719,157)

554,649 554,649
(3,342) (189,445)

222,776 222,776
(754) (14,801)

44,103 28,303 313 100,579
17,802 1,400 1,460 61,723

166,187 69,178 491,711 727,076
(297,690) (305,560)

1,004,763 (198,809) 490,142 1,156,997

(400,005) (181,962) (1,445,230) (3,562,160)

1,077,802 1,922,714
9,550 42,061 724,826 985,437

(128,000)

687,347 (139,901) (720,404) (782,009)

10,721,652 (1,474,655) 15,855,433 57,832,932

$ 11,408,999 $ (1,614,556) $ 15,135,029 $ 57,050,923
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CITY OF MODESTO
COMBINING STATEMENT OF CASH FLOWS - NONMAJOR ENTERPRISE FUNDS

Year ended June 30, 2007

Storm
Parking Drain Compost

CASH FLOWS FROM OPERATING ACTIVITIES:
  Receipts from customers and users $ 1,136,260 $ 5,385,719 $ 1,377,158
  Receipts from interfund services provided 23,521
  Payments to suppliers (413,113) (2,165,418) (446,153)
  Payments to employees (369,049) (1,427,342) (414,161)
  Payments for interfund services used (278,655) (2,351,387) (243,018)
Net cash provided (used) by operating activities 75,443 (534,907) 273,826

CASH FLOWS FROM NONCAPITAL FINANCING
 ACTIVITIES:
  Operating grants received 9,684
  Taxes received
  Transfers in 180,000 29,000
  Transfers out (128,000)
  New advances from other funds 878,704
Net cash provided (used) by noncapital financing
 activities 180,000 888,388 (99,000)

CASH FLOWS FROM CAPITAL AND RELATED
 FINANCING ACTIVITIES:
  Acquisition and construction of capital assets (1,138,537) (1,397)
  Principal repayments (70,955)
  Interest paid (10,016)
  Capital grants received 826,367
Net cash used by capital and related
 financing activities (312,170) (82,368)

CASH FLOWS FROM INVESTING ACTIVITIES:
  Interest received 35,597 18,591 5,468
  Net increase in the fair value of investments 14,659 7,362 19,040
Net cash provided by investing activities 50,256 25,953 24,508

Net increase (decrease) in cash and cash equivalents 305,699 67,264 116,966
CASH AND CASH EQUIVALENTS, JULY 1 1,067,156 883,536 366,544

CASH AND CASH EQUIVALENTS, JUNE 30 $ 1,372,855 $ 950,800 $ 483,510

RECONCILIATION TO STATEMENT OF NET ASSETS:
  Cash and cash equivalents $ 1,372,855 $ 950,800 $ 483,510
  Cash and cash equivalents with fiscal agent

TOTAL CASH AND CASH EQUIVALENTS $ 1,372,855 $ 950,800 $ 483,510
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Community
Airport Golf Center Total

$ 759,058 $ 2,251,207 $ 1,045,566 $ 11,954,968
23,521

(600,105) (1,660,902) (598,333) (5,884,024)
(449,346) (1,003,242) (3,663,140)
(212,375) (160,847) (118,526) (3,364,808)
(502,768) 429,458 (674,535) (933,483)

554,649 1,149 565,482
222,776 222,776

9,550 42,061 724,826 985,437
(128,000)
878,704

786,975 43,210 724,826 2,524,399

(947,012) (27,774) (5,643) (2,120,363)
(205,000) (275,955)
(299,535) (309,551)

720,092 1,546,459

(226,920) (532,309) (5,643) (1,159,410)

42,750 33,520 539 136,465
17,802 1,400 1,460 61,723
60,552 34,920 1,999 198,188

117,839 (24,721) 46,647 629,694
1,390,515 866,108 439,758 5,013,617

$ 1,508,354 $ 841,387 $ 486,405 $ 5,643,311

$ 1,508,354 $ 230,740 $ 486,405 $ 5,032,664
610,647 610,647

$ 1,508,354 $ 841,387 $ 486,405 $ 5,643,311
(continued)
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CITY OF MODESTO
COMBINING STATEMENT OF CASH FLOWS - NON MAJOR ENTERPRISE FUNDS (Continued)

Year ended June 30, 2007

Storm
Parking Drain Compost

RECONCILIATION OF OPERATING INCOME (LOSS)
 TO NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES:
  Operating income (loss) $ (312,896) $ (1,143,180) $ 60,212
  Adjustments to reconcile operating income (loss) to
   net cash provided (used) by operating activities:
    Depreciation 387,929 591,157 69,354
    Rental income
    Taxes paid (14,047)
    Change in assets and liabilities:

    (Increase) decrease in accounts receivable 7,505 5,276 123,021
   (Increase) in utilities receivable 490
    Increase (decrease) in accounts payable and
      accrued expenses 7,636 9,494 19,036
   Increase in accrued salaries and benefits (684) 1,856 2,203
    Increase in deferred revenues

      Total adjustments 388,339 608,273 213,614
Net cash provided (used) by operating activities $ 75,443 $ (534,907) $ 273,826

NONCASH INVESTING, CAPITAL AND FINANCING
 ACTIVITIES:
  Capital assets transferred from other funds ` $ 18,545 $
  Developer infrastructure contributions
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Community
Airport Golf Center Total

$ (1,404,768) $ $ 16,847 $ (1,935,372) $ (4,719,157)

390,774 310,649 778,103 2,527,966
166,187 69,178 491,711 727,076

(1,550) (15,597)

2,878 (19,116) 977 120,541
490

358,321 40,139 (11,390) 423,236
(1,185) 1,436 3,626

(13,425) 11,761 (1,664)
902,000 412,611 1,260,837 3,785,674

$ (502,768) $ $ 429,458 $ (674,535) $ (933,483)

$ 18,545
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Internal Service Funds 
 
 

Internal Service Funds are established to finance and account for services and commodities furnished by a designated 
agency of a governmental unit to other departments of the same governmental unit.  Since the services and 
commodities are supplied exclusively to other departments of a governmental jurisdiction, they are distinguishable from 
those public services which are rendered to the public in general and which are accounted for in General, Special 
Revenue, or Enterprise Funds.  Internal Service Funds include: 
 
FLEET MANAGEMENT FUND – To provide the maintenance necessary for the City’s equipment pool, which serves 
the needs of all City departments. 
 
CENTRAL SERVICES FUND – To provide office supplies, various maintenance and construction materials, records 
storage, and mail services to all City departments. 
 
INFORMATION AND TECHNOLOGY SERVICES FUND – To finance and account for the replacement, upgrade and 
maintenance of the City’s network and technology infrastructure, and to develop and implement a coordinated City-
wide information technology plan. 
 
INSURANCE FUND – To finance and account for the City’s insurance and risk management programs. 
 
EMPLOYEE BENEFITS MANAGEMENT FUND – To account for all compensated absences and other employee 
benefits.  Insurance benefits for current employees are accounted for in the Insurance Fund. 
 
BUILDING SERVICES FUND – To account for the true cost of occupying and maintaining office space, to better reflect 
the value of that space, and to accumulate amounts for future building repair costs. 
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CITY OF MODESTO
COMBINING STATEMENT OF NET ASSETS - INTERNAL SERVICE FUNDS

June 30, 2007

Information
Fleet Central & Technology

Management Services Services

ASSETS
Current assets:
  Cash and cash equivalents $ 14,186,997 $ 444,965 $ 3,433,307
  Receivables:
    Accounts receivable 21,905 2,423
    Interest 38,251 1,135 10,283
  Inventories 763,492
 Due from governments
 Advances to other funds 1,782,462
      Total current assets 16,029,615 1,212,015 3,443,590

Noncurrent assets:
  Land and construction in progress 821,033
  Other capital assets, net of accumulated depreciation 16,856,577 66,670 2,409,428

      Total assets 33,707,225 1,278,685 5,853,018

LIABILITIES
Current liabilities:
  Accounts payable 264,775 157,499 73,017
  Accrued salaries and benefits 19,584 5,278 38,453
  Interest Payable 1,038
  Current portion - compensated absences
  Current portion - claims liability
  Current portion - long-term debt 28,226 73,962
      Total current liabilities 312,585 162,777 186,470

Noncurrent liabilities:
  Compensated absences
  Claims liability
  Long-term debt:
    Notes payable 116,220
   Obligations under capital leases 137,392

      Total liabilities 428,805 162,777 323,862

NET ASSETS
Invested in capital assets, net of related debt 17,649,384 66,670 2,198,074
Unrestricted 15,629,036 1,049,238 3,331,082

      Total net assets $ 33,278,420 $ 1,115,908 $ 5,529,156
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Employee
Benefits Building

Insurance Management Services Total

$ 15,944,621 $ 19,306,031 $ 66,418 $ 53,382,339

821,403 12,225 857,956
18,396 76,173 144,238

763,492

1,782,462
16,784,420 19,394,429 66,418 56,930,487

821,033
19,942 3,931 153,175 19,509,723

16,804,362 19,398,360 219,593 77,261,243

79,256 776,868 50,120 1,401,535
6,069 2,228 16,298 87,910

1,038
3,259,769 3,259,769

4,583,644 4,583,644
102,188

4,668,969 4,038,865 66,418 9,436,084

64,628,743 64,628,743
12,042,593 12,042,593

116,220
137,392

16,711,562 68,667,608 66,418 86,361,032

19,942 3,931 153,175 20,091,176
72,858 (49,273,179) (29,190,965)

$ 92,800 $ (49,269,248) $ 153,175 $ (9,099,789)
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CITY OF MODESTO
COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES

IN FUND NET ASSETS - INTERNAL SERVICE FUNDS
Year ended June 30, 2007

Information
Fleet Central & Technology

Management Services Services

OPERATING REVENUES:
  Charges for services $ 9,264,500 $ 95,407 $ 4,460,538
  Sales 4,757,411
  Cost of sales (3,939,828)
      Total operating revenues 9,264,500 912,990 4,460,538

OPERATING EXPENSES:
  Salaries and wages 1,055,941 236,285 1,747,003
  Contractual services 357,229 48,867 240,335
  Utilities 8,180 894 273,047
  Maintenance and supplies 2,528,952 50,152 1,063,215
  Insurance 59,548 4,855 29,853
  Claims expense
  Employee benefits 474,739 108,940 670,478
  Administration services 49,850 7,122 539
  Allocated indirect administrative costs 264,010
  Other 14,678 782 47,820
  Depreciation 2,731,662 9,982 417,968
      Total operating expenses 7,544,789 467,879 4,490,258

OPERATING INCOME (LOSS) 1,719,711 445,111 (29,720)

NONOPERATING REVENUES (EXPENSES)
 Operating grant 4,000
  Loss on disposition of capital assets (565,386) (10,876) (73,868)
  Interest income 427,854 6,690 73,004
  Net increase (decrease) in fair value of investments 169,501 3,112 28,365
  Interest expense (9,539) (1,038)

      Total nonoperating revenues (expenses) 26,430 (1,074) 26,463

INCOME (LOSS) BEFORE CAPITAL
 CONTRIBUTIONS AND TRANSFERS 1,746,141 444,037 (3,257)

Capital contributions 502,800 55,348
Transfers in 251,536 999,105
Transfers out (29,000)

CHANGE IN NET ASSETS 2,471,477 444,037 1,051,196

NET ASSETS (DEFICITS), July 1 30,806,943 671,871 4,477,960

NET ASSETS (DEFICITS), June 30 $ 33,278,420 $ 1,115,908 $ 5,529,156

90

C-102



Employee
Benefits Building

Insurance Management Services Total

$ 23,127,940 $ 4,602,821 $ 2,089,804 $ 43,641,010
4,757,411

(3,939,828)
23,127,940 4,602,821 2,089,804 44,458,593

340,780 60,318 939,111 4,379,438
49,528 82,587 204,463 983,009

640 202,632 485,393
11,368 26,225 255,522 3,935,434

13,284,442 825 19,372 13,398,895
9,231,869 9,231,869

204,121 8,960,009 433,396 10,851,683
1,329,877 44,550 72,385 1,504,323

264,010
18,313 63,979 2,002 147,574

8,808 1,474 28,755 3,198,649
24,479,746 9,239,967 2,157,638 48,380,277

(1,351,806) (4,637,146) (67,834) (3,921,684)

4,000
(9,152) (659,282)

428,852 551,208 (5,844) 1,481,764
211,000 219,275 (2,772) 628,481

(10,577)

639,852 770,483 (17,768) 1,444,386

(711,954) (3,866,663) (85,602) (2,477,298)

558,148
47,694 1,298,335

(9,550) (38,550)

(721,504) (3,866,663) (37,908) (659,365)

814,304 (45,402,585) 191,083 (8,440,424)

$ 92,800 $ (49,269,248) $ 153,175 $ (9,099,789)
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CITY OF MODESTO
COMBINING STATEMENT OF CASH FLOWS - INTERNAL SERVICE FUNDS

Year ended June 30, 2007

Information
Fleet Central & Technology

Management Services Services

CASH FLOWS FROM OPERATING ACTIVITIES:
  Receipts from customers and users $ 4,757,427 $ 22,345
  Receipts from interfund services provided 4,531,980 888,222 $ 4,460,538
  Payments to suppliers (2,631,017) (339,053) (1,582,141)
  Payment of insurance claims
  Payments to employees (1,532,636) (344,135) (2,411,250)
  Payments for interfund services used (516,635) (47,621) (65,806)
Net cash provided (used) by operating activities 4,609,119 179,758 401,341

CASH FLOWS FROM NONCAPITAL  FINANCING ACTIVITIES:
  Transfers in 251,536 999,105
  Transfers out (29,000)
 Repayment of advances to other funds 121,014
  Operating grants received 4,000 1,038
Net cash provided (used) by noncapital financing activities 347,550 1,000,143

CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING ACTIVITIES:
   Acquisition and construction of capital assets (3,416,388) (20,048) (295,928)
   Proceeds from sale of capital assets 38,224 13,877
   Principal repayments (26,587)
   Interest paid (9,539) (1,038)
Net cash used by capital and related financing activities (3,414,290) (20,048) (283,089)

CASH FLOWS FROM INVESTING ACTIVITIES:
   Interest received 401,196 6,804 69,402
   Net increase in the fair value of investments 169,501 3,112 28,365
Net cash provided by investing activities 570,697 9,916 97,767

Net increase (decrease) in cash and cash equivalents 2,113,076 169,626 1,216,162
CASH AND CASH EQUIVALENTS, JULY 1 12,073,921 275,339 2,217,145

CASH AND CASH EQUIVALENTS, JUNE 30 $ 14,186,997 $ 444,965 $ 3,433,307
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Employee
Benefits Building

Insurance Management Services Total

$ 17,290 $ 15,713 $ 4,812,775
23,110,650 4,579,413 $ 2,089,804 39,660,607

(13,589,166) (140,989) (552,887) (18,835,253)
(8,936,742) (8,936,742)

(545,797) (2,747,431) (1,374,839) (8,956,088)
(1,381,053) (57,394) (176,404) (2,244,913)
(1,324,818) 1,649,312 (14,326) 5,500,386

47,694 1,298,335
(9,550) (38,550)

121,014
5,038

(9,550) 47,694 1,385,837

1 1 (3,732,362)
52,101

(26,587)
(10,577)

1 1 (3,717,425)

553,941 531,586 (5,844) 1,557,085
211,000 219,275 (2,772) 628,481
764,941 750,861 (8,616) 2,185,566

(569,426) 2,400,173 24,753 5,354,364
16,514,047 16,905,858 41,665 48,027,975

$ 15,944,621 $ 19,306,031 $ 66,418 $ 53,382,339
(continued)
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CITY OF MODESTO
COMBINING STATEMENT OF CASH FLOWS - INTERNAL SERVICE FUNDS (Continued)

Year ended June 30, 2007

Information
Fleet Central & Technology

Management Services Services

RECONCILIATION OF OPERATING INCOME (LOSS) TO
 NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES:
  Operating income (loss) $ 1,719,711 $ 445,111 $ (29,720)
  Adjustments to reconcile operating income (loss) to 
   net cash provided (used) by operating activities:
    Depreciation 2,731,662 9,982 417,968
    Change in assets and liabilities:
      (Increase) decrease in accounts receivable (13,780) (2,423)
      (Increase) decrease in due from governments 38,687
      Decrease in inventories (246,573)
      Increase (decrease) in accounts payable and accrued expenses 134,795 (27,429) 6,862
     Increase in accrued salaries and benefits payable (1,956) 1,090 6,231
      Increase in compensated absences
      Decrease in claims liability
        Total adjustments 2,889,408 (265,353) 431,061
Net cash provided (used) by operating activities $ 4,609,119 $ 179,758 $ 401,341

NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES:
  Capital assets transferred in $ 502,800 $ 55,348
  New capital lease transaction 211,354
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Employee
Benefits Building

Insurance Management Services Total

$ (1,351,806) $ (4,637,146) $ (67,834) $ (3,921,684)

8,808 1,474 28,755 3,198,649

(7,695) (23,898)
38,687

(246,573)
(276,051) 19,783 27,085 (114,955)

(896) 1,338 (2,332) 3,475
6,271,558 6,271,558

295,127 295,127
26,988 6,286,458 53,508 9,422,070

$ (1,324,818) $ 1,649,312 $ (14,326) $ 5,500,386

$ 558,148
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AGENCY FUNDS 
 

 
Agency Funds account for assets held by the City as an agent for individuals, governmental entities and non-public 
organizations. 
 
Special Districts – To account for collection of special district assessments from property owners and forwarding 
these collections to trustees for payment to bondholders. 
 
Tuolumne River Regional Park – To account for cash and investments of the Tuolumne River Regional Park, a  joint 
powers agency between the City of Modesto, Stanislaus County and City of Ceres.  The agency provides financing, 
development, and maintenance of the Tuolumne River Regional Park facilities. The cash and investments of  the  Park 
are invested as part of the City’s investment pool. 
 
City-County Capital Improvements and Financing Agency - To account for cash and investments of the City-
County Capital Improvements and Financing Agency, a joint powers agency between the City of Modesto and  
Stanislaus County.  The agency built and maintains a joint City-County government complex in downtown Modesto.   
The cash and investments of  the  Agency are invested as part of the City’s investment pool. 
 
Stanislaus Drug Enforcement Agency -  To account for cash and investments of the Stanislaus Drug Enforcement 
Agency, a joint powers agency between Stanislaus County and the cities of Modesto, Oakdale, Turlock, Ceres, 
Hughson, Newman, Patterson, and Waterford.  The agency’s purpose is to maintain a specially trained police unit to 
assist each of the participating agencies in the enforcement of drug control laws, and to study, plan, and set priorities 
for effective enforcement of such laws throughout Stanislaus County.    Cash and investments of the Agency are 
invested in the City’s investment pool. 
 
 
 
 
 
 
 
 
 

 
 
. 
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CITY OF MODESTO
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES AGENCY FUNDS

Year ended June 30, 2007

Balance Balance
June 30, 2006 Additions Deletions June 30, 2007

Special Districts

ASSETS
Cash and cash equivalents $ 1,250,422 $ 2,205,342 $ 851,804 $ 2,603,960
Cash and cash equivalents with fiscal agent 4,512,890 1,064,402 1,735,546 3,841,746

$ 5,763,312 $ 3,269,744 $ 2,587,350 $ 6,445,706
`

LIABILITIES
Due to special district bondholders $ 5,763,312 $ 3,269,744 $ 2,587,350 $ 6,445,706

Tuolumne River Regional Park

ASSETS
Cash and cash equivalents $ 33,926 $ 2,242,121 $ 1,429,353 $ 846,694

LIABILITIES
Deposits held as agent for others $ 33,926 $ 2,242,121 $ 1,429,353 $ 846,694

City/County Joint Powers Financing Authority

ASSETS
Cash and cash equivalents $ 94,720 $ 1,505,783 $ 1,348,992 $ 251,511

LIABILITIES
Deposits held as agent for others $ 94,720 $ 1,505,783 $ 1,348,992 $ 251,511

Stanislaus Drug Enforcement Agency

ASSETS
Cash and cash equivalents $ 1,167,635 $ 2,808,748 $ 2,364,149 $ 1,612,234

LIABILITIES
Deposits held as agent for others $ 1,167,635 $ 2,808,748 $ 2,364,149 $ 1,612,234

Totals - All Agency Funds

ASSETS
Cash and cash equivalents $ 2,546,703 $ 8,761,994 $ 5,994,298 $ 5,314,399
Cash and cash equivalents with fiscal agent 4,512,890 1,064,402 1,735,546 3,841,746

$ 7,059,593 $ 9,826,396 $ 7,729,844 $ 9,156,145

LIABILITIES
Due to special district bondholders $ 5,763,312 $ 3,269,744 $ 2,587,350 $ 6,445,706
Deposits held as agent for others 1,296,281 6,556,652 5,142,494 2,710,439

$ 7,059,593 $ 9,826,396 $ 7,729,844 $ 9,156,145
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Statistical Section

This part of the Comprehensive Annual Financial Report presents detailed information to aid in understanding what the information
in the financial statements, note disclosures, and required supplementary information says about the City’s overall financial health.
In contrast to the financial section, the statistical section information is not subject to independent audit.

Financial Trends
These schedules contain trend information to help the reader understand how the City’s financial performance has changed 
over time.

1. Net Assets by Component
2. Changes in Net Assets
3. Fund Balances of Governmental Funds
4.    Changes in Fund Balance of Governmental Funds

Revenue Capacity
This schedule gives information on the City’s most significant local revenue source, the water user charges:

1.  Water Utility System – Ten Largest Customers
2.  Water revenues by customer class
3.  Water rates

Debt Capacity
These schedules present information to help the reader assess the affordability of the City’s current levels of outstanding debt 
and the City’s ability to issue additional debt in the future:

1. Ratio of Outstanding Debt by Type
2. Computation of Direct and Overlapping Debt
3. Computation of Legal Bonded Debt Margin
4. Bonded Debt Pledged Revenue Coverage, Wastewater Revenue Bonds
5. Continuing Disclosure Requirements:

a. Wastewater Revenue Bonds and Refunding Revenue Bonds
b. Water Utility System Revenue Certificates of Participation and Refunding Revenue Certificates of 

Participation, and Modesto Irrigation District Financing Authority Domestic Water Project  Revenue Bonds 
and Refunding Revenue Bonds

Demographic and Economic Information
These schedules offer demographic and economic indicators to help the reader understand the environment within which the 
City’s financial activities take place:

1.     Demographic and Economic Statistics
2.     Principal Employers

Operating Information
These schedules contain service and infrastructure data to help the reader understand how the information in the City’s 
financial report relates to the services the City provides and the activities it performs:

1. Full-Time Equivalent City Government Employees by Function
2. Operating Indicators by Function/Program
3. Capital Asset Statistics by Function/Program

Sources:  Unless otherwise noted, the information in these schedules is derived from the Comprehensive Annual Financial Reports 
for the relevant year.  The City implemented GASB Statement No. 34 in 2002; however, for schedules presenting entity-wide
information, the City has elected to include information beginning in fiscal year 2003.
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CITY OF MODESTO
NET ASSETS BY COMPONENT

Last Four Fiscal Years
(accrual basis of accounting)

2003 2004 2005 2006 2007
Governmental activities

Invested in capital assets, 
net of related debt $259,156,770 $275,171,096 $288,391,776 $296,401,824 $333,409,532

Restricted 65,766,576 76,577,126 88,725,341 120,937,678 93,168,664
Unrestricted 2,530,581 (11,382,001) (6,715,483) (2,303,306) (12,566,297)

Total governmental activities net assets $327,453,927 $340,366,221 $370,401,634 $415,036,196 414,011,899

Business-type activities
Invested in capital assets, 

net of related debt $206,792,699 $209,230,461 $216,558,150 $220,881,691 $170,791,021
Restricted 756,245 763,190
Unrestricted 28,786,201 37,266,369 45,548,813 66,550,276 139,613,374

Total business-type activities net assets $236,335,145 $247,260,020 $262,106,963 $287,431,967 $310,404,395

Primary government
Invested in capital assets, 

net of related debt $465,949,469 $484,401,557 $504,949,926 $517,283,515 $504,200,553
Restricted 66,522,821 77,340,316 88,725,341 120,937,678 93,168,664
Unrestricted 31,316,782 25,884,368 38,833,330 64,246,970 127,047,077

Total primary government net assets $563,789,072 $587,626,241 $632,508,597 $702,468,163 724,416,294
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CITY OF MODESTO
CHANGES IN NET ASSETS

Last Five Fiscal Years
(Accrual Basis of Accounting)

2003 2004 2005 2006 2007
Expenses
Governmental Activities:

General Government $12,557,259 $13,954,909 $15,273,174 $15,529,735 $17,227,876
Community Development 13,823,955 $10,517,243 $14,105,411 $12,241,213 12,025,105
Highways and streets 19,656,219 23,136,950 23,721,458 26,025,311 26,246,306
Public works 6,843,742 6,458,522 5,263,984 6,491,062 12,557,512
Parks and Recreation 16,723,475 12,682,746 13,334,330 11,733,698 14,568,192
Public safety 64,410,214 68,258,235 71,239,341 74,500,043 83,793,361
Interest on Long Term Debt 4,612,885 4,515,439 4,987,911 5,178,130 7,286,026

Total Governmental Activities Expenses 138,627,749 139,524,044 147,925,609 151,699,192 173,704,378
Business-Type Activities:

Parking 1,153,145 651,330 1,162,479 1,287,450 1,475,340
Water 30,874,820 27,051,982 30,691,348 29,989,775 35,540,918
Sewer 23,266,170 21,386,084 22,422,268 22,716,100 24,156,577
Storm Drain 5,940,261 5,327,334 6,111,317 5,795,746 6,924,335
Compost 941,919 1,225,462
Airport 971,865 1,120,922 1,131,889 1,342,645 2,039,988
Bus 9,745,477 10,122,176 11,074,907 12,119,311 13,758,421
Golf 2,475,913 2,432,202 2,354,759 2,461,470 2,479,447
Community Center 2,390,517 2,078,752 2,323,169 2,465,644 2,543,121

Total Business-Type Activities Expenses 76,818,168 70,170,782 77,272,136 79,120,060 90,143,609
Total Primary Government Expenses $215,445,917 $209,694,826 $225,197,745 $230,819,252 $263,847,987

Program Revenues
Governmental Activities:

Charges for Services:
General Government $3,453,403 $3,321,760 $3,252,732 $4,179,505 3,775,368
Community Development 11,566,306 9,592,055 11,294,130 9,466,082 10,873,541
Highway and streets 1,303,305 2,005,336 14,081,840 12,104,089 10,719,009
Public Safety 9,173,932 9,267,650 2,024,509 1,986,957 1,757,648
Parks and Recreation 3,835,652 3,992,598 4,821,884 4,928,366 4,437,320
Public Safety 5,925,096 6,794,911 8,011,509 7,124,387 8,414,456

Operating Grants and Contributions 9,413,521 15,975,814 13,736,453 11,892,511 12,701,177
Capital Grants and Contributions 23,297,198 18,368,908 22,799,320 38,484,548 4,207,389

Total Government Activities Program Revenues 67,968,413 69,319,032 80,022,377 90,166,445 56,885,908
Business-Type Activities:

Charges for Services:
Parking 824,917 890,263 908,920 1,176,061 1,128,755
Water 28,200,885 31,353,046 31,315,920 42,639,348 49,305,033
Sewer 23,556,044 25,292,995 24,419,607 23,083,280 24,833,019
Storm Drain 5,169,831 5,227,844 5,162,217 5,277,304 5,403,474
Compost 1,317,105 1,254,137
Airport 590,960 559,479 559,215 577,688 604,214
Bus 2,137,065 2,077,503 2,264,506 2,645,622 2,545,790
Golf 2,120,689 2,160,223 2,115,712 2,222,738 2,189,384
Community Center 467,229 496,680 504,338 543,085 552,878

Operating Grants and Contributions 5,119,474 6,217,613 7,525,367 8,317,889 11,059,129
Capital Grants and Contributions 13,603,460 10,145,892 8,498,408 10,467,873 7,962,675

Total Business-Type Activities Program Revenue 81,790,554 84,421,538 83,274,210 98,267,993 106,838,488
Total Primary Government Program Revenues $149,758,967 $153,740,570 $163,296,587 $188,434,438 $163,724,396

Net (Expense)/Revenue
Governmental Activities ($70,659,336) ($70,205,012) ($67,903,232) ($61,532,747) (116,818,470)
Business-Type Activities 4,972,386 14,250,756 6,002,074 19,147,933 16,694,879
Total Primary Government Net Expense ($65,686,950) ($55,954,256) ($61,901,158) ($42,384,814) ($100,123,591)

(continued)
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CITY OF MODESTO
CHANGES IN NET ASSETS

(continued)
Last Five Fiscal Years

(Accrual Basis of Accounting)

2003 2004 2005 2006 2007

General Revenues and Other Changes in Net Assets
Governmental Activities:

Taxes:
Utility Users Tax $13,732,571 $14,659,986 $15,621,566 $17,583,690 $18,319,573
Property taxes, levied for general purposes 10,169,004 11,294,599 11,316,694 14,318,747 16,456,379
Tax increments for redevelopment agency 2,631,695 3,183,871 3,909,452 4,450,836 5,303,521
Transient occupancy tax 2,097,901 2,110,909 2,098,303 2,181,467 2,264,699
Franchise tax 3,360,976 3,455,535 3,420,453 3,693,307 3,823,216
Business license tax - for general purposes 9,238,797 9,231,136 9,726,816 10,374,157 10,359,058
Business license tax - for downtown improvement district 172,847 190,644 201,308 214,022 221,487

Grants and contributions not restricted to specific programs:
Sales tax 25,887,064 27,151,779 26,589,449 29,627,835 27,884,852
Motor vehicle license fee 11,746,283 9,052,449 16,403,864 14,986,883 16,233,262
Other 922,237 1,204,485 1,702,234 4,070,593 4,169,354

Unrestricted investment earnings 3,645,205 1,004,974 4,463,080 3,255,401 8,330,079
Miscellaneous 2,220,976 2,479,871 3,792,340 2,827,161 3,582,325
Transfers (1,824,890) (1,902,932) (1,306,914) (1,416,790) (1,153,632)

Total Government Activities 84,000,666 83,117,306 97,938,645 106,167,309 115,794,173
Business-Type Activities:

Taxes:
Property taxes, generated by and allocated to the airport 166,043 204,091 239,518 166,641 209,722
Business license tax, generated by and allocated 
     to the airport 21,816 7,870 20,546 41,108 13,054

Unrestricted investment earnings 2,003,214 857,751 1,819,870 2,504,291 5,406,639
Miscellaneous 1,306,914

Transfers 1,824,890 1,902,932 7,396,627 1,416,790 1,153,632
Settlements and Recoveries 3,784,295
Special item (4,753,884) (6,298,525) (1,938,606) (1,736,054) (505,498)

Total Business-Type Activities (737,921) (3,325,881) 8,844,869 6,177,071 6,277,549
Total Primary Government $83,262,745 $79,791,425 $106,783,514 $112,344,380 $122,071,722

Change in Net Assets
Governmental Activities $13,341,330 $12,912,294 $30,035,413 $44,634,562 (1,024,297)
Business-Type Activities 4,234,465 10,924,875 14,846,943 25,325,004 22,972,428
Total Primary Government $17,575,795 $23,837,169 $44,882,356 $69,959,566 $21,948,131

Note:  'the City has elected to show only five years of data for this schedule.
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CITY OF MODESTO
FUND BALANCES OF GOVERNMENTAL FUNDS

Last Six Fiscal Years
(Modified Accrual Basis of Accounting)

2002 2003 2004 2005 2006 2007

General Fund
Reserved $1,961,061 $3,393,560 $3,327,569 $2,955,054 $2,702,381 $3,734,973
Unreserved 22,512,913 23,008,629 17,651,800 17,460,005 20,607,134 10,713,910

Total General Fund $24,473,974 $26,402,189 $20,979,369 $20,415,059 $23,309,515 $14,448,883

All Other Governmental Funds
Reserved $35,241,185 $31,889,387 $40,013,124 $40,160,539 $40,168,886 $40,174,920
Unreserved, reported in:
  Special revenue funds (6,013,102) 1,844,576 15,398,402 15,931,290 13,431,304 11,885,910
  Capital project funds 36,152,800 40,102,394 29,172,787 42,534,688 72,752,412 72,253,464

Total all other governmental funds $65,380,883 $73,836,357 $84,584,313 $98,626,517 $126,352,602 $124,314,294

The change in total fund balance for the General Fund and other governmental funds 
is explained in Management's Discussion and Analysis.

Note:  The City has elected to show only six years of data for this schedule.
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CITY OF MODESTO
CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS

Last Six Fiscal Years
(Modified Accrual Basis of Accounting)

Fiscal Year Ended June 30,
2002 2003 2004 2005 2006 2007

Revenues
Taxes $37,855,427 $41,405,014 $44,185,552 $46,295,678 $52,816,596 $56,748,017
Licenses, permits and fees 173,348 169,108 250,129 128,754 146,854 187,289
Intergovernmental 62,726,570 66,228,880 70,583,373 73,889,063 64,759,658 66,129,862
Charges for services 33,633,119 31,789,634 33,203,507 41,660,016 37,802,149 36,979,023
Special assessments levied 823,091 2,015,090 386,368 107,696 65,909 51,634
Interest and rent 3,418,440 3,712,219 2,911,392 3,146,452 3,755,169 4,837,419
Net increase in fair value of investments 647,793 (339,331) (1,458,065) 186,515 103,036 1,168,857
Fines and forfeits 1,055,966 1,030,389 1,294,193 1,646,472 1,675,926 2,699,445
Contribution from property owners 30,473,773
Miscellaneous 1,111,982 2,220,976 2,479,871 2,991,745 2,821,161 2,814,421

Total Revenues 141,445,736 148,231,979 153,836,320 170,052,391 194,420,231 171,615,967

Expenditures
Current:

General government 10,168,110 11,352,860 11,878,443 11,819,603 14,111,535 15,517,544
Community development 7,950,839 13,123,011 10,113,628 12,832,640 12,296,072 11,789,640
Highways and streets 7,994,279 8,559,729 11,568,810 12,152,087 14,357,041 12,553,681
Public works 4,622,232 5,420,867 4,876,115 5,053,030 5,647,023 11,307,307
Parks and recreation 13,969,712 14,848,478 11,374,052 12,021,937 11,662,263 13,348,613
Public safety 52,812,553 56,576,055 62,747,623 70,882,176 74,527,875 80,988,650

Capital outlay 23,082,610 19,031,609 33,092,718 24,412,735 21,563,774 30,194,778
Debt service:

Principal retirement 1,422,501 3,111,203 1,563,472 1,666,764 1,901,827 2,008,538
Interest 4,621,270 4,580,409 4,502,666 4,425,980 4,576,780 4,413,300
Advance refunding escrow 822,228
Other 29,611 57,038 18,355 553,645 618,742 1,333,129

Total Expenditures 126,673,717 136,661,259 151,735,882 155,820,597 161,262,932 184,277,408

Excess of revenues over
 (under) expenditures 14,772,019 11,570,720 2,100,438 14,231,794 33,157,299 (12,661,441)

Other Financing Sources (Uses)
Transfers in 18,838,748 14,601,556 19,332,436 17,962,442 17,724,718 23,985,863
Transfers out (21,098,333) (15,441,935) (20,819,979) (19,644,937) (20,267,476) (26,399,280)
Proceeds of capital lease 2,020,418
Proceeds of loan payable 191,835 192,759 212,241 44,138
Proceeds of notes payable 4,500,000
Proceeds of lease revenue bonds 62,275,000
Sale of Assets 928,595 6,000 767,904
Payments to refunded debt escrow agent (58,911,124)

Total other financing sources (uses) (47,332) (647,620) 3,224,698 (753,900) (2,536,758) 1,762,501

Net Change in fund balances 14,724,687 10,923,100 5,325,136 13,477,894 30,620,541 (10,898,940)
FUND BALANCES, July 1 75,130,170 89,315,446 100,238,546 105,563,682 119,041,576 149,662,117

FUND BALANCES, June 30 $89,854,857 $100,238,546 $105,563,682 $119,041,576 $149,662,117 $138,763,177
Debt service as a percentage of

noncapital expenditures 0.06198 0.07000 0.05389 0.04884 0.04886 0.04979

Note : The City has elected to show only six years of data for this schedule.
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CITY OF MODESTO
REVENUE CAPACITY - MOST SIGNIFICANT LOCAL REVENUE SOURCE

WATER UTILITY CHARGES
(Fiscal Year ended June 30, 2007)

Ten Largest Customers of Water Utility System,  Year Ended 6/30/07
% of Total Water Sales % of Total Water

Customer Business Type Usage (ccf) (1) Usage Revenue ($) Sales Revenue
1)   Signature Fruit Cannery 541,261 1.45% $648,435 1.36%
2)   Modesto City Schools Education 458,038 1.19 635,965 1.33
3)   Grover Landscaping (Parks) Landscape Maintenance 392,111 1.20 580,507 1.22
4)   Stanislaus Foods Cannery 377,600 0.82 460,575 0.97
5)   Foster Farms Dairy Processor 338,786 0.56 398,235 0.83
6)   Stanislaus County Government 200,874 0.46 284,742 0.60
7)   Modesto Irrigation District Power Company 206,179 0.43 263,276 0.55
8)   Stanislaus Housing Authority Housing Authority 176,057 0.41 261,904 0.55
9)   City of Modesto Government 159,911 0.37 239,405 0.50
10) Sylvan Union School District Education 141,445 0.32 191,940 0.40
        Total Top Ten 2,992,262 7.30% $3,964,984 8.31%

Total Flat/Metered Revenues (Water Sales) $47,723,020
(1) "ccf" means "hundred cubic feet"

Water Sales Revenue, Year Ended 6/30/07
Residential - flat rates $30,716,386
Commercial, industrial and municipal - metered rates 17,006,634
    Total Water Sales $47,723,020

The average monthly flat rate service charge for residential customers is: $38.38

Commercial Accounts:
Meter Size

3/4" $12.44
1" 17.64

1 1/2" 30.53
2" 46.06
3" 87.53
4" 134.13
6" 263.51
8" 418.82

10" 600.07
12" 1,117.74

In addition to these minimum charges, commercial accounts are charged $1.16 per 100 cubic feet of water used.

Water rates for both metered and flat rate services were increased on July 1, 2006.

Source:
City of Modesto-Customer Services

Note:  Information about Water Utility Customers was not available for the year ended June 30, 1998.

107

Current Water Rates and Charges as of 6/30/07

C-119



CITY OF MODESTO
RATIO OF OUTSTANDING DEBT BY TYPE

Last Ten Fiscal Years

Governmental Activities
Certificates Lease Obligations

Fiscal Loans of Revenue Notes Under
Year Payable Participation Bonds Payable Capital Leases Total

1998 $639,725 $34,100,000 $64,935,000 $1,264,963 $100,939,688
1999 33,490,000 64,835,000 1,462,933 99,787,933
2000 32,800,000 64,730,000 514,333 98,044,333
2001 25,280,000 64,615,000 329,594 90,224,594
2002 191,835 24,625,000 64,250,000 $262,807 2,153,350 91,482,992
2003 348,273 23,935,000 63,865,000 241,880 1,753,685 90,143,838
2004 523,363 23,215,000 63,455,000 4,719,663 1,335,182 93,248,208
2005 485,077 22,455,000 63,000,000 4,696,076 896,833 91,532,986
2006 446,634 21,655,000 62,505,000 4,535,034 444,904 89,586,572
2007 449,138 20,820,000 66,440,000 4,365,446 211,354 92,285,938

Business-Type Activities
Certificates Total Percentage

Fiscal Loans of Revenue Capital Primary of Personal Per
Year Payable Participation Bonds Leases Total Government Income (a) Capita (a)

1998 $3,532,306 $25,585,000 $47,740,000 $4,201 $76,861,507 $177,801,195 4.48% 973.40
1999 3,378,635 24,900,000 46,780,000 75,058,635 174,846,568 4.26% 947.16
2000 3,220,042 24,355,000 45,780,000 73,355,042 171,399,375 3.87% 910.31
2001 3,056,210 30,525,000 44,735,000 78,316,210 168,540,804 3.82% 895.13
2002 2,887,342 29,765,000 43,640,000 76,292,342 167,775,334 3.55% 844.79
2003 2,713,066 28,965,000 42,490,000 74,168,066 164,311,904 3.33% 808.22
2004 2,533,380 28,125,000 41,285,000 71,943,380 165,191,588 3.09% 801.12
2005 2,347,602 27,240,000 39,235,000 290,487 69,113,089 160,646,075 2.87% 773.70
2006 2,156,040 26,305,000 38,245,000 222,588 66,928,628 156,515,200 2.81% 752.09
2007 1,958,276 71,595,000 53,130,000 151,633 126,834,909 219,120,847 3.76% 1,047.55

Note:  debt amounts are gross outstanding at year end without eliminating any premiums, discounts, or other amortization amounts.
(a)  See Demographic and Economic Statistics for personal income and population data.
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CITY OF MODESTO
COMPUTATION OF DIRECT AND OVERLAPPING DEBT

June 30, 2007

Percentage Amount
Net Debt Applicable to Applicable to

Jurisdiction Outstanding (1) City of Modesto (2) City of Modesto

Direct debt:
City of Modesto $ 0 100% $ 0

Overlapping General Obligation debt - school districts:
Ceres Unified District 23,994,806 10.0 2,399,481
Modesto Elementary School District 21,963,337 72.5 15,923,420
Modesto High School District 71,853,195 68.5 49,219,438
Sylvan School District 8,305,000 85.0 7,059,250
Salida Union Elementary District 1,490,000 27.0 402,300
Stanislaus Union School District 3,320,000 33.0 1,095,600
Yosemite Community College District 88,490,000 28.2 24,954,180

Total overlapping debt 219,416,338 101,053,669

Total direct and overlapping debt $ 219,416,338 $ 101,053,669

NOTES: source of data for School Districts:  Stanislaus County Auditor.
(1) Gross debt outstanding less applicable amounts in debt service funds.
(2) Determined by ratio of assessed valuation of property subject to taxation
      in overlapping portion to valuation of all property subject to taxation
      in the jurisdiction.
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CITY OF MODESTO
COMPUTATION OF LEGAL DEBT MARGIN

June 30, 2007

  Net assessed value (1) $ 14,169,192,745

  Plus homeowners' exemption (1) 235,367,095

       Gross assessed value (1) $ 14,404,559,840

  Debt limit - 15% of gross assessed value (2) $ 2,160,683,976

  Amount of debt applicable to debt limit:
    Total general bonded debt, including
      special assessment debt $ 0

  Less:  Assets in debt service funds
    available for payment of principal $ 0
  Other deductions:  Special assessment debt 0

       Total deductions 0

       Total amount of debt applicable to debt limit 0

       Legal debt margin $ 2,160,683,976

Total Net Debt
Applicable to the

Total Net Debt Limit as a 
Applicable Legal Percentage of

Fiscal Year Debt Limit to Limit Debt Margin  Debt Limit
2006 $ 1,911,402,504 $ 0 $ 1,911,402,504 0%
2007 $ 2,160,683,976 $ 0 $ 2,160,683,976 0%

Notes: (1) Source of Data:  Stanislaus County Auditor; Last Equalized Roll (AC2703, including aircraft)
(2) Section 43605 California Government Code.

Note: The City has elected to show only two years of data for this schedule.
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CITY OF MODESTO
 REVENUE BOND COVERAGE

WASTEWATER REVENUE BONDS
Last ten fiscal years

Net Revenue Debt
Fiscal Gross Operating Available for Service
Year Revenue (1) Expenses (2) Debt Service Requirements(3) Coverage

1998 $20,191,250 $11,192,431 $8,998,819 $3,637,239 2.47
1999 20,192,478 11,204,247 8,988,231 3,551,320 2.53
2000 19,490,824 12,380,840 7,109,984 3,549,445 2.00
2001 21,102,892 13,244,750 7,858,142 3,549,180 2.21
2002 22,288,061 17,117,917 5,170,144 3,550,017 1.46
2003 24,623,786 15,664,660 8,959,126 3,551,958 2.52
2004 26,123,771 16,687,958 9,435,813 3,550,120 2.66
2005 25,701,300 16,476,917 9,224,383 3,549,633 2.60
2006 24,695,878 16,044,781 8,651,097 2,916,462 2.97
2007 26,367,977 16,399,785 9,968,192 3,705,523 2.69

Notes: (1) Consists of all receipts of the Sewer fund, including charges for services, interest and rental income, 
connection fees, not dedicated to capital spending purposes.
(2) Total Sewer Fund operating expenses exclusive of depreciation.  Beginning with 2005, the portion 
of transfers out to other funds, if any, that would have otherwise been an operating expense of the
the Sewer Fund have been included.
(3 )Includes total principal and interest of Wastewater Treatment Facility Revenue Bonds, Series 1993 and
1997, and Refunding Revenue Bonds, Series 1987 and 1996, through 2005.  During the 2005 fiscal year,
these issues were refunded by Wastewater Refunding Revenue Bonds, Series 2005 A and 2005 B.    In 
November 2006, Wastewater Revenue Bonds, Series 2006A  were issued.
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CITY OF MODESTO
CONTINUING DISCLOSURE REQUIREMENTS INFORMATION

Year Ended June 30, 2007

Wastewater Revenue Refunding Bonds, Series 2005 A and B, and
Wastewater Revenue Bonds, Series 2006 A 

Connection charge information:   The Sewer Enterprise imposes connection fees on a on-time basis to new users of the
sewer system and to users who significantly expand their usage.  The fees have three components:

Capacity charge: $4,876 per Equivalent Dwelling Unit for residential units.  Commericlal and
     industrial property charged based on type of business.

Sub-trunk sewer charge: $645 per acre
Connection (lateral) charge: $33 per linear foot of lot frontage adjacent to the sewer line.

Customer Base by Type of Account
Number of % of Total % of Sewer Fee

Category Accounts Accounts Operating Revenue
Residential 56,411 95.44% 50.0%
Commercial 2,647 4.48% 15.5%
Industrial 46 0.08% 34.5%

Total 59,104 100.00% 100.00%

Ten Largest Users of Sewer Facilities,  Year Ended 6/30/07
Sewer Fee % of Sewer Fee

User Revenue Operating Revenue
1)   Stanislaus Foods 2,006,723$ 8.60%
2)   Del Monte Foods 1,634,188 7.01%
3)   Signature Fruit 1,184,651 5.08%
4)   E & J Gallo Winery 810,468 3.47%
5)   Foster Farms 573,266 2.46%
6)   Frito-Lay, Inc. 573,126 2.46%
7)   City of Ceres 430,843 1.85%
8)   Nestle Food Company 156,613 0.67%
9)   Stanislaus County 86,375 0.37%
10) Doctor's Hospital 79,695 0.34%
        Total (Top Ten Customers) 7,535,948$ 32.31%

        Total (All Customers) 23,323,409$

The average single-family residence monthly sewer charge is $14.26.

Minimum Charge Charge Per 1,000
Commercial Group First 1,680 Cubic Feet Gallons Additonal
Group 1 (no food, just toilets or working facilities) $21.95 $1.73
Group 2 (commercial laundromats, service stations, hotels without food) $25.29 $2.04
Group 3 (industrial laundromats, hotels with food) $31.00 $2.47
Group 4 (restaurants, bakeries, auto steam, markets) $37.19 $2.98

Industrial users pay a minimum charge of $10.00, with additional charges of:   $892.23 per million gallons of flow,
$105.52 per 1,000 pounds of excess biochemical oxygen demand (BOD), and $97.14 per 1,000 pounds of excess 
suspended solids (SS).

The Annual Budget of the City of Modesto is available from the City of Modesto Finance Department.

Updates of other required disclosures may be found elsewhere in this report, as follows:
Statement of Revenues, Expenses and Changes in Fund Net Assets Page 25
Principal Amount of Bonds and Other Parity Debt Page 42-43 (Note III-C)
Historical Debt Service Coverage Page 111

(continued)
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CITY OF MODESTO
CONTINUING DISCLOSURE REQUIREMENTS INFORMATION (continued)

Year Ended June 30, 2007

1997 Water Utility System Refinancing Project, Refunding Revenue Certificates of Participation
Water Revenue Cerficates of Participation, Series 2006 A

Modesto Irrigation District Financing Authority Domestic Water Project Refunding Revenue Bonds, Series 1998D(1)

Modesto Irrigation District Financing Authority Domestic Water Project Revenue Bonds, Series 2007F(1)

Reserve Account Requirement as of 6/30/07 $3,768,210, covered by $1,935,855 surety bond issued by 
Federal Guarantee Insurance Company, and balance in Parity
Reserve Account

Balance in Parity Reserve Account as of 6/30/07 $1,886,131
Balance in Rate Stabilization Account as of 6/30/07 $3,000,000

Ten Largest Customers of Water Utility System,  Year Ended 6/30/07
% of Total Water Sales % of Total Water

Customer Business Type Usage (ccf) (2) Usage Revenue ($) Sales Revenue
1)   Signature Fruit Cannery 541,261 1.58% $648,435 1.36%
2)   Modesto City Schools Education 458,038 1.34% 635,965 1.33%
3)   Grover Landscaping (1) Landscape Maintenance 392,111 1.14% 580,507 1.22%
4)   Stanislaus Foods Cannery 377,600 1.10% 460,575 0.97%
5)   Foster Farms Dairy Processor 338,786 0.99% 398,235 0.83%
6)   Stanislaus County Government 200,874 0.59% 284,742 0.60%
7)   Modesto Irrigation District Power Company 206,179 0.60% 263,276 0.55%
8)   Stanislaus Housing Authority Housing Authority 176,057 0.51% 261,904 0.55%
9)   City of Modesto Government 159,911 0.47% 239,405 0.50%
10) Sylvan Union School District Education 141,445 0.41% 191,940 0.40%
        Total Top Ten 2,992,262 8.73% $3,964,984 8.31%

Total Flat/Metered Revenues (Water Sales) $47,723,020
(1) Grover Landscaping maintains City parks
(2) "ccf" means "hundred cubic feet"

Water Sales Revenue, Year Ended 6/30/07
Residential - flat rates $30,716,386
Commercial, industrial and municipal - metered rates 17,006,634
    Total Water Sales $47,723,020

The average monthly flat rate service charge for residential customers is $38.38

Current Water Rates and Charges as of 6/30/07- Commercial Accounts
Meter Size

3/4" $12.44
1" 17.64

1 1/2" 30.53
2" 46.06
3" 87.53
4" 134.13
6" 263.51
8" 418.82

10" 600.07
12" 1,117.74

In addition to these minimum charges, commercial accounts are charge $1.16 per 100 cubic feet of water used.

Water rates for both metered and flat rate services were increased on July 1, 2006.

The Anuual Budget of the City of Modesto is available from the City of Modesto Finance Department.

(1)  Water Fund parity debt obligations, issued by the Modesto Irrigation District Financing Authority, on behalf of the
City, and pursuant to the 1992 Treatment and Delivery Agreement between the District and the City.   As of 6/30/07, the balance
of the 1998 Bonds was  $73,780,000, and the balance of the 2007 Bonds was $93,190,000. (continued)
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CITY OF MODESTO
CONTINUING DISCLOSURE REQUIREMENTS INFORMATION

1997 Water Utility System Refinancing Project, Refunding Revenue Certificates of Participation, Water Revenue
Cerficates of Participation, Series 2006 A

Modesto Irrigation District Financing Authority Domestic Water Project Refunding Revenue Bonds, Series 1998D
Modesto Irrigation District Financing Authority Domestic Water Project Revenue Bonds, Series 2007F

Water Utility System - Debt Service Coverage
Fiscal Year 2007

Gross Operating Revenues:
    Charges for services $49,289,417
    Connection charges 2,023,224
    Interest and rental income 2,279,905
    Miscellaneous operating revenue 15,616
         Total Gross Operating Revenues 53,608,162

Operating Expenses:
    Total operating expenses 32,466,468
    Less:  Depreciation (2,396,440)
              T&DA debt service component paid to MID (6,687,444)
    Plus:  Property taxes 85,487
               Operating transfers 65,000
          Total Operating Expenses 23,533,071

Net Operating Revenues $30,075,091

Total Debt Service:
    1997 Refunding Revenue Certificates of Participation $1,794,120
    2006 Revenue Certificates of Participation 1,082,432
    Treatment & Delivery Agreement 6,687,444
    CDWR Loan 264,719
         Total Debt Service 2007 $9,828,715

Debt Service Coverage (Net Operating Revenues/Total Debt Service) 3.06

Updates of certain other required disclosures may be found elsewhere in this report, as follows:

Water Utility System Statement of Net Assets Page  24
Water Utility System Revenues and Expenses Page 25
Principal Amount of Certificates Outstanding Page 40 (Note III-C)

The most recent information regarding additional disclosures required by the 2007 Modesto Irrigation District bond issue 
continuing disclosure agreement is contained in the final official statement of that issue.  Updated information will be 
available next fiscal year.
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CITY OF MODESTO
DEMOGRAPHIC AND ECONOMIC STATISTICS

Last ten fiscal years

Total Per Capita Stanislaus City
Fiscal City Personal Personal Unemployment County Population
Year Population Income Income       Rate (%) Population % of County

1998 182,660 $3,966,644,560 21,716 13.3% 427,642 42.71%
1999 184,600 $4,106,242,400 22,244 11.6% 432,990 42.63%
2000 188,286 $4,425,097,572 23,502 7.9% 441,364 42.66%
2001 188,286 $4,417,566,132 23,462 7.9% 446,997 42.12%
2002 198,600 $4,722,310,800 23,778 9.6% 469,512 42.30%
2003 203,300 $4,935,310,800 24,276 10.4% 481,604 42.21%
2004 206,200 $5,337,487,000 25,885 9.4% 491,900 41.92%
2005 207,634 $5,588,469,110 26,915 8.3% 504,482 41.16%
2006 208,107 $5,579,348,670 26,810 8.3% 514,370 40.46%
2007 209,174 $5,833,026,164 27,886 8.5% 521,497 40.11%

Source: State of California, Department of Finance (population)
State of California, Economic Development Department (unemployment rate)
U.S. Department of Commerce, Bureau of Economic Analysis (income)
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CITY OF MODESTO
Principal Employers

2006 - 07
Percentage

Number of of Total City
Employer Employees Rank Employment

Stanislaus County 4,764 1 4.8%

Modesto City Schools 3,345 2 3.4%

E & J Gallo Winery 3,311 3 3.3%

Memorial Medical Center 2,700 4 2.7%

Edl Monte Foods 2,600 5 2.6%

Modesto Junior College 2,550 6 2.6%

Signature Fruit Company 2,321 7 2.3%

Stanislaus Food Products 2,000 8 2.0%

Doctors Medical Center 1,967 9 2.0%

City of Modesto 1,700 10 1.7%

     Subtotal 27,258 27.5%

Total City Employment 99,100

Total City  Population 209,174

Source: Stanislaus Economic Development & Workforce Alliance
Note: Information about Principal Employers was not available for the fiscal year 1997-98.
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CITY OF MODESTO
FULL-TIME CITY GOVERNMENT EMPLOYEES BY FUNCTION

Last Five Fiscal Years

2003 2004 2005 2006 2007

Function
General government 88.25 88.25 62.25 79.00 104.10
Community development 51.00 56.00 53.00 54.00 56.00
Public works 221.80 219.00 159.00 159.50 136.50
Parks and recreation 56.25 52.50 130.50 112.50 93.25
Public safety 519.00 546.00 563.00 567.75 588.75
Parking 2.00 2.00 2.00 2.00 7.00
Water 70.00 76.00 76.00 81.00 78.00
Sewer 108.00 108.00 107.00 103.00 107.00
Storm Drain 20.00 22.00 22.00 22.00 22.00
Compost 7.00 7.00
Airport 7.00 6.00 6.00 6.00 6.00
Bus 14.00 15.00 16.00 16.00 15.00
Community Center 9.75 9.25 9.50 9.50 9.50
Internal services 88.75 89.00 87.00 86.00 99.60

Total 1,255.80 1,289.00 1,206.25 1,305.25 1,329.70

Source:  City of Modesto
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CITY OF MODESTO
OPERATING INDICATORS BY FUNCTION

2006 2007

Function/Program
Public safety:

Fire:
    Fire calls for service 20,200 21,526
    Primary fire inspections conducted 1,006 936

Police:
    Police calls for Service 129,225 92971
    Law violations:
        Part I and Part II crimes 63,954 46401
        Physical arrests (adult and juvenile) 13,054 15374
        Traffic violations 23,104 27111
        Parking violations 20,308 21,600

Public works
Street resurfacing (miles) 9.98 10.06
Potholes repaired (square miles) 30,252 31,055

Airport:
Number of passengers enplaned 23,969 50,782
Number of tennant aircraft 201 202
Number of hangers 109 109
Number of runways 2 2
Annual fuel consumption in gallons 998,978 1,102,439

Bus Service:
Number of buses 43 51
Number of routes 19 19
Total route miles 305 356
Average weekday number of passengers 11,206 12,295
Total number of passengers carried 3,629,191 3,629,128

Community Development
Permits issued in 20055-2006 5,968 5,174
Estimated cost of construction $298,025,900 $228,814,464
Building Inspections made 49,852 44,542

Culture and recreation:
Community Services:
        Recreation class participants 5,291 5,175

Solid Waste:
Recyclables Processed (tons per year) 61,080 74,645

Source: City of Modesto - Various Departments
Note:  The City has elected to show only two years of data for this schedule
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CITY OF MODESTO
CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAM

2006 2007

Function/Program
Public safety:

Fire stations 11 11
Police stations 1 1
Police patrol units 98 102

Public works
Traffic & Streets
Miles of streets (1) 672 674
Street lights 13,358 13,595
Traffic Signals 140 140

Water:
Miles of water mains N/A 990
Fire hydrants 7,060 7,200
Storage capacity (thousands of gallons) N/A 9,400,000

Wastewater:
Miles of sanitary sewers 480.8 641
Miles of storm sewers 130.2 132.9
Number of treatment plants (2) 2 2
Treatment capacity (millions of gallons) 70 70

Community services:
City parks 75 75
City parks acreage 1,088 1,088
Playgrounds 55 55
City trails 4 4
City trails miles 11 11
Regional park acreage 324 324
Regional park facilities:
      Golf courses (18 holes) 2 2
      Golf courses (9 holes) 1 1
      Clubhouse and banquet facility 8 8
      Historic house 4 4
Community gardens 2 2
Community centers 6 6
Senior centers 1 1
Sports centers 1 1
Performing arts centers 1 1
Swimming pools 16 16
Tennis courts 37 37
Baseball/softball diamonds 24 24
Soccer/football fields 22 22

(1) Information now reported from the City's GIS system and is more accurate.
(2) The City has both a Primary and a Secondary treatment facility.
Source: City of Modesto - Various Departments
Note: N/A denotes information is not available.
Note:  The City has elected to show only two years of data for this schedule
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APPENDIX D 

PROPOSED FORM OF OPINION OF BOND COUNSEL  

Upon issuance of the Bonds, Sidley Austin LLP, San Francisco, California, Bond Counsel, 
proposes to render its final opinion with respect to the 2008 Bonds in substantially the following 
form: 

[CLOSING DATE] 
 

Modesto Public Financing Authority 
Modesto, California 
 
City of Modesto 
Modesto, California 
 

$__________ 
Modesto Public Financing Authority 

Lease Revenue Refunding Bonds 
Series 2008 

 
Ladies and Gentlemen: 
 

We have acted as bond counsel to the Modesto Public Financing Authority (the “Authority”) 
in connection with the issuance of its Lease Revenue Refunding Bonds, Series 2008 (the “Bonds”) in 
the aggregate principal amount of $__________.  The Bonds are issued pursuant to Article 4 of 
Chapter 5 of Division 7 of Title 1 of the Government Code of the State of California and an 
Indenture, dated as of August 1, 2008 (the “Indenture”) between the Authority and The Bank of New 
York Mellon Trust Company, N.A., as trustee (the “Trustee”).  Capitalized terms not otherwise 
defined herein shall have the meanings set forth in the Indenture. 

In connection with the issuance of the Bonds, the City of Modesto (the “City”), the 
Redevelopment Agency of the City of Modesto (the “Redevelopment Agency”) and the City-County 
Capital Improvements and Financing Agency (the “Financing Agency”) have leased certain 
properties to the Authority pursuant to a facilities lease (Parking Garage) (the “Parking Garage 
Facilities Lease”), a facilities lease (Police Facilities and Miscellaneous Facilities) (the “City 
Facilities Lease”), a facilities lease (City-County Administration Building) (the “City-County 
Facilities Lease”) and a facilities lease (Communications Dispatch Center) (the “Communications 
Facilities Lease” and, together with the Parking Garage Facilities Lease, the City Facilities Lease and 
the City-County Facilities Lease, the “Facilities Leases”), each dated as of August 1, 2008.  The 
Authority has in turn leased such properties to the City pursuant to the terms of a lease agreement 
(the “Lease Agreement”), dated as of August 1, 2008 between the City and the Authority.  The 
Bonds are secured as to payment from Base Rental Payments to be made by the City to the Authority 
under the Lease Agreement and certain other revenues and moneys pledged under the Indenture. 

We have examined a certified copy of the record of proceedings relating to the issuance of 
the Bonds and such other documents and records of the Authority and the City as we have deemed 
necessary for the purpose of this opinion.  We have assumed the genuineness of all documents and 
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signatures presented to us.  We have not undertaken to verify independently, and have assumed, the 
accuracy of the factual matters represented, warranted or certified in the documents.  Furthermore, 
we have assumed compliance with all covenants and agreements contained in the Indenture, the 
Facilities Leases and the Lease Agreement, including (without limitation) covenants and agreements 
compliance with which is necessary to assure that future actions, omissions or events will not cause 
interest on the Bonds to be included in gross income for federal income tax purposes. 

Certain requirements and procedures contained or referred to in the Indenture, the Facilities 
Leases and the Lease Agreement, or other documents pertaining to the Bonds, may be changed, and 
certain actions may be taken or omitted, under the circumstances and subject to the terms and 
conditions set forth in such documents, upon the advice or with the approving opinion of counsel 
nationally recognized in the area of tax exempt obligations.  We express no opinion as to the effect of 
any change to any document pertaining to the Bonds or of any action taken or not taken where such 
change is made or action is taken or not taken without our approval or in reliance upon the advice of 
counsel other than ourselves with respect to the exclusion from gross income of the interest on the 
Bonds for federal income tax purposes.. 

Based on the foregoing and our examination of existing constitutional, statutory and 
decisional law, such legal proceedings and such other documents as we deem necessary to render this 
opinion, we are of the opinion that: 

1. The Bonds have been duly authorized, executed and delivered by the Authority and 
are legal, valid and special limited obligations of the Authority, payable from Revenues pledged 
therefore under the Indenture. 

2. The Indenture has been duly authorized, executed and delivered by the Authority and 
constitutes a legal, valid and binding obligation of the Authority. 

3. The Facilities Leases have been duly authorized, executed and delivered by the City, 
the Redevelopment Agency, the Financing Agency and the Authority and constitute the legal, valid 
and binding obligations of the parties thereto. 

4. The Lease Agreement has been duly authorized, executed and delivered by the City 
and the Authority and constitutes the legal, valid and binding obligation of the parties thereto. 

5. Based on existing statutes, regulations, rulings and judicial decisions and assuming 
compliance by the Authority and the City with certain covenants in the Indenture, the Facilities 
Leases, the Lease Agreement and the Tax Certificate executed by the Authority and the City and 
requirements of the Internal Revenue Code of 1986, as amended (the “Code”), regarding the use, 
expenditure and investment of proceeds of the Bond and the timely payment of certain investment 
earnings to the United States, interest on the Bonds is not includable in the gross income of the 
owners of the Bonds for federal income tax purposes.  Failure to comply with such covenants and 
requirements may cause interest on the Bonds to be included in gross income retroactively to the date 
of issuance of the Bonds. 

6. Interest on the Bonds is not treated as an item of tax preference in calculating the 
federal alternative minimum taxable income of individuals and corporations.  Interest on the Bonds, 
however, is included as an adjustment in the calculation of federal corporate alternative minimum 
taxable income and may therefore affect a corporation’s alternative minimum tax liability. 
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7. Interest on the Bonds is exempt from personal income taxes imposed by the State of 
California. 

We express no opinion with respect to any collateral tax consequences resulting from the 
ownership or disposition of, or the accrual or receipt of interest on, the Bonds. 

With respect to the opinions expressed herein, the rights and obligations under the Bonds, the 
Indenture, the Facilities Leases and the Lease Agreement are subject to bankruptcy, insolvency, 
reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or 
affecting the enforcement of creditors’ rights generally, to the application of equitable principles 
(regardless of whether such enforceability is considered in equity or at law), to the exercise of 
judicial discretion in appropriate cases and to the limitations on legal remedies against joint exercise 
of powers authorities or cities in the State of California.  We express no opinion with respect to any 
indemnification, contribution, penalty, choice of law, choice of forum or waiver provisions contained 
in the foregoing documents nor do we express any opinion with respect to the state or quality of title 
to any of the real or personal property described in or subject to the lien of the Facilities Leases, the 
Lease Agreement or the Indenture or the accuracy or sufficiency of the description contained therein 
of, or the remedies available to enforce liens on any such property. 

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings 
and court decisions.  Such opinions may be adversely affected by actions taken or events occurring, 
including a change in law, regulation or ruling (or in the application or official interpretation of any 
law, regulation or ruling) after the date hereof.  We have not undertaken to determine, or to inform 
any person, whether such actions are taken or such events occur, and we have no obligation to update 
this opinion in light of such actions or events. 

Respectfully submitted, 
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APPENDIX E 

BOOK ENTRY SYSTEM 

The information in this Appendix concerning DTC and DTC’s book-entry only system has been obtained 
from sources that the Authority and the Underwriter believe to be reliable, but neither the Authority nor the 
Underwriter takes no responsibility for the completeness or accuracy thereof.  The following description of the 
procedures and record keeping with respect to beneficial ownership interests in the Bonds, payment of 
principal, premium, if any, accreted value, if any, and interest with respect to the Bonds to DTC Participants or 
Beneficial Owners, confirmation and transfers of beneficial ownership interests in the Bonds and other related 
transactions by and between DTC, the DTC Participants and the Beneficial Owners is based solely on 
information provided by DTC. 

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the 
Bonds.  The 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 Bond will be issued for each issue of the Bonds, each in the aggregate principal amount of such 
issue, and will be deposited with DTC. 

DTC, the world’s largest securities 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.  DTCC is owned by the 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 Bonds under the DTC system must be made by or through Direct Participants, which will 
receive a credit for the Bonds on DTC’s records.  The ownership interest of each actual purchaser of each Bond 
(“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.  Beneficial 
Owners will not receive written confirmation from DTC of their purchase.  Beneficial Owners are, however, 
expected 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 Bonds are to be accomplished by entries made on the books 
of Direct and Indirect Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not receive 
certificates representing their ownership interests in Bonds, except in the event that use of the book-entry system 
for the Bonds is discontinued. 

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

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 Bonds may wish to take certain steps to augment the transmission to 
them of notices of significant events with respect to the Bonds, such as redemptions, tenders, defaults, and 
proposed amendments to the Bond documents.  For example, Beneficial Owners of Bonds may wish to ascertain 
that the nominee holding the Bonds for their benefit has agreed to obtain and transmit notices to Beneficial 
Owners.  In the alternative, Beneficial Owners may wish 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 Bonds within an issue are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such 
issue to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 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 Authority 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 
Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

Redemption proceeds, distributions, and dividend payments on the 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 
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, or the Authority, subject 
to any statutory or regulatory requirements as may be in effect from time to time.  Payment of redemption 
proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested by an 
authorized representative of DTC) is the responsibility of 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. 

A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, through its 
Participant, to the Trustee, and shall effect delivery of such Bond by causing the Direct Participant to transfer 
the Participant’s interest in the Bonds, on DTC’s records, to the Trustee. The requirement for physical delivery 
of Bonds in connection with an optional tender or a mandatory purchase will be deemed satisfied when the 
ownership rights in the Bonds are transferred by Direct Participants on DTC’s records and followed by a book-
entry credit of tendered Bonds to the Trustee’s DTC account.   

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

The Authority may decide to discontinue use of the system of book-entry only transfers through DTC 
(or a successor securities depository).  In that event, Bonds will be printed and delivered to DTC. 
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Any statements in this Official Statement involving matters of opinion, whether or not 
expressly so stated, are intended as such and not as representations of fact. This Official Statement is 
not to be construed as a contract or agreement between the Authority or the City and the purchasers 
or holder of any Bonds. 

The execution and delivery of this Official Statement has been duly authorized by the 
Authority and the City. 

MODEST0 PUBLIC FINANCING AUTHORITY 

CITY OF MODEST0 

By: Is1 Wavne Padilla 
Finance DirectorITreasurer 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

RECEIPT FOR THE SERIES 2008 BONDS 

The undersigned, an authorized officer of Banc of America Securities LLC, as 
underwriter under the Bond Purchase Contract, dated August 27, 2008 (the "Purchase 
Contract"), between Banc of America Securities LLC and the Modesto Public Financing 
Authority (the "Authority") and approved by the City of Modesto (the "City"), for the purchase 
of the above-captioned Bonds, does hereby acknowledge that it has received from The Bank of 
New York Mellon Trust Company, N.A. (the "Trustee") the Authority's Lease Revenue 
Refunding Bonds, Series 2008 (the "Series 2008 Bonds"), in the aggregate principal amount of 
$65,170,000, dated August 28, 2008, consisting of fully registered bonds without coupons, all as 
set forth in the Indenture, dated as of August 1, 2008, by and between the Authority and the 
Trustee, with respect to the Series 2008 Bonds. 

The undersigned hereby further acknowledges the receipt of, or waives the requirement 
for, each opinion, document and certificate required by Section 8(f) of the Purchase Contract, 
and agrees that the Underwriter has received each such opinion, document and certificate and 
that each is satisfactory to the Underwriter as to form and substance or have waived the 
requirements therefor. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



Dated: August 28, 2008 

BANC OF AMERICA SECURITIES LLC, 
as Underwriter 

By: 1- 
L Kim Nakahara 

Vice President 



NEITHER THE FULL FAITH AND CREDIT OF THE AUTHORITY NOR THE CITY OF 
MODEST0 IS PLEDGED FOR THE PAYMENT OF THE INTEREST ON OR PRINCIPAL 
OF THE BONDS AND NO TAX OR OTHER SOURCE OF FUNDS OTHER THAN THE 
REVENUES HEREINAFTER REFERRED TO IS PLEDGED TO PAY THE INTEREST ON 
OR PRINCIPAL OF THE BONDS. NEITHER THE PAYMENT OF THE PRINCIPAL OF 
NOR INTEREST ON THE BONDS CONSTITUTES A DEBT, LIABILITY OR OBLIGATION 
OF THE CITY OF MODEST0 OR ANY OF THE PUBLIC AGENCIES WHO ARE PARTIES 
TO THE AGREEMENT CREATING THE AUTHORITY. 

NUMBER 
;;, 

' ' AMOUNT 

R- 1 , I  _ I. . , $65,170,000 

MODESTO PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING AND CAPITAL IMPROVEMENT . '  BOND 

SERIES 2008 

I ' , , 
( '_ 

MATURITY DATE INITIAL INTEREST DATED':OATE ' CUSP NUMBER 
RATE ., ( 

September 1,2033 1.90% , ,  ~ u g i i s t '  28,2008 607796BU2 

REGISTERED HOLDER: 3 , 

PRINCIPAL AMOUNT: SIXTY-FIVE MILLION, ONE HUNDRED AND SEVENTY 
THOUSAND DOLLARS 

MODEST0 PUBLIC FINANCING AUTHORITY, a joint exercise of powers authority 
duly organized and existing under the laws of the State of California (the "State"), particularly 
Article 1 of Chapter 5 of Division 7 of Title 1 of the Government Code of the State (the 
"Authority"), for value received, hereby promises to pay from the Revenues (as defined in the 
Indenture) and any other amounts pledged under the Indenture, dated as of August 1, 2008, by 
and between the Authority and The Bank of New York Mellon Trust Company, N.A. (together 
with any successor thereto, the "Trustee"), to the Registered Holder identified above or 
registered assigns, on the Maturity Date, stated above, the Principal Amount specified above, in 
lawful money of the United States of America, upon presentation and surrender hereof to the 
Trustee for cancellation; and to pay from such sources to the Registered Holder hereof as of the 
applicable Record Date by check mailed to such Registered Holder at such Holder s address as it 
last appears on the registration books kept for that purpose at the office of the Trustee (unless 
otherwise specified in the Indenture), interest hereon in like lawful money from the Dated Date 
stated above, or thereafter from the date to which interest has already been paid, payable on each 
Interest Payment Date (as defined in the Indenture), until payment of the Principal Amount 
hereof has been discharged as provided in the Indenture. Capitalized terms used herein have the 
meanings ascribed thereto in the Indenture. 



The term of the Series 2008 Bonds will be divided into consecutive Interest Periods 
during each of which the Series 2008 Bonds shall bear interest at a Daily Rate, Weekly Rate, 
Flexible Rate or Term Rate. The initial Interest Period for the Series 2008 Bonds shall be a 
Weekly Rate Period. The Series 2008 Bonds shall initially evidence interest at the Initial Interest 
Rate specified above for the period commencing on and including the Dated Date and ending on 
and including September 2, 2008, with interest payable on each Interest Payment Date. The 
Interest Period on the Series 2008 Bonds thereafter may be changed from time to time to a Daily 
Rate Period, Weekly Rate Period, Flexible Rate Period or a Term Rate Period and thereafter 
again changed as described in the Indenture. 

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

This Bond is one of a duly authorized issue of bonds of the Authority designated 
Modesto Public Financing Authority Lease Revenue Refunding and Capital Improvement 
Bonds, Series 2008, issued in the aggregate principal amount of $65,170,000 (the Series 2008 
Bonds) and pursuant to the provisions of Sections 6540 pt seq. of the Government Code of the 
State (the "Act) and the Indenture. 

The Series 2008 Bonds are issued to provide funds to finance or refinance the cost of the 
acquisition and construction of certain facilities (the "'Project"). The Bonds are limited 
obligations of the Authority and are payable, as to interest thereon and principal thereof, solely 
from certain proceeds of the Bonds held in certain funds and accounts pursuant to the Indenture 
and the Revenues (as defined in the Indenture) derived fiom Base Rental Payments and other 
payments made by the City of Modesto (the "City"), and all interest or other investment income 
thereon, pursuant to the Lease Agreement, dated as of August 1, 2008, as amended from time to 
time (collectively, the "Lease Agreement"), by and between the Authority and the City, and the 
Authority is not obligated to pay the interest or premium, if any, on and principal of the Bonds 
except from the Revenues, All Bonds are equally and ratably secured in accordance with the 
terms and conditions of the Indenture by a pledge of and charge and lien upon the Revenues, and 
the Revenues constitute a trust fund for the security and payment of the interest or premium, if 
any, on and principal of the Bonds as provided in the Indenture. The full faith and credit of the 
Authority- and the City are not pledged for the payment of the interest or premium, if any, on or 
principal of the Bonds, No tax shall ever be levied to pay the interest on or principal of the 
Bonds. The Bonds are not secured by a legal or equitable pledge of or charge or lien upon any 
property of the Authority or any of its income or receipts except the Revenues, and neither the 
payment of the interest on nor principal of the Bonds is a debt, liability or general obligation of 
the Authority, the City or any member of the Authority for which such entity is obligated to levy 
or pledge any form of taxation. Additional Bonds payable from the Revenues may be issued 
which will rank equally as to security with the Series 2008 Bonds, but only subject to the 
conditions and upon compliance with the procedures set forth in the Indenture. 

This Bond and the Series of which it forms a part are issued pursuant to and in full 
compliance with the constitution and laws of the State and pursuant to the Indenture. The Bond 
is a special and limited obligation of the Authority and will be payable solely from and secured 
exclusively by payments, revenues and other amounts pledged thereto in the Indenture. The 



Bonds do not represent or constitute a debt of the City or the State or any political subdivision 
thereof within the meaning of the provisions of the constitution or statutes of the State or a 
pledge of the faith and credit of the City or the State, or any political subdivision thereof, and the 
Bonds do not grant to owners or holders thereof any right to have the Authority or the State, or 
any political subdivision thereof, levy any taxes or appropriate funds for the payment of the 
principal thereof or interest thereon. The Authority has no taxing power. 

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

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

The Series 2008 Bonds are subject to.,:extraordifiary redemption, prior to their stated 
maturity, at the option of the Auth'ohty, as provide'&in thehdenture. The Series 2008 Bonds are 
also ~ubject to redemption at the &tion of the ~u thod iy  at the times and at the Redemption Price 
as set forth in the Indenture. The )$cries 2008 Bonds are also subject to redemption in part prior 
to their stated maturity from ~ ink ihg :~und  Installments established pursuant to the Indenture on 
any September 1, on or after Septemb& 1, 2009 at the principal amount thereof, together with 
interest accrued thereonto the date fixed for redemption, without premium, as set forth in the 
Indenture. 

Notice"0f redemption shall be given by mail to the registered owners of the Bonds as 
provided in the Indenhre. If notice of redemption shall have been given as aforesaid, the Bonds 
specified in said notice shall become due and payable at the applicable redemption price on the 
date of redemption therein designated; subject to the right to rescind such notice as provided in 
the Indenture. 

The Series 2008 Bonds are subject to mandatory tender as provided in the Indenture. 

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

This Bond is fully transferable by the Registered Holder hereof in person or by such 
owner s duly authorized attorney on the registration books of the Authority kept at the principal 



office of the Trustee upon surrender of this Bond together with a duly executed written 
instrument of transfer satisfactory to the Trustee. Upon such transfer a new fully registered Bond 
of authorized denominations of the same aggregate principal amount and maturity will be issued 
to the transferee in exchange therefor, all upon payment of the charges and subject to the terms 
and conditions set forth in the Indenture. 

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

."*. ' . ,', , 
the circumstances permitted by the Indenture. ,,. ' , , .  , '  , , , ,  

' ' >  ". .*. .. . -> , ; ,;. :. , , > .".. , ,  , , 
,":': " , , 

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

The Authority and the Trustee may deem and treat the person in whose name this Bond is 
registered upon the registration books as the 'absolute owner hereof, whether this Bond is 
overdue or not, for the purpose of r e c e i ~ i n ~ . ~ a ~ r n e n t ~ f  or on account of the principal or interest 
and for all other purposes, and all such paym&ts so made to the Registered Holder or upon such 
Holder s order shall be valid and effectual to iitisfy and'discharge the liability on this Bond to 
the extent of the sum or sums so paid, and neither the ~ u t ' h o r i t ~  nor Trustee shall be affected by 
any notice to the contrary. 

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

[SIGNATURE PAGE TO FOLLOW] 



IN WITNESS WHEREOF, MODEST0 PUBLIC FINANCING AUTHORITY has 
caused this Bond to be executed in its name and on its behalf by the manual or facsimile 
signature of its Chairman and attested by the manual or facsimile signature of its Secretary, all as 
of the date set forth above. 

MODEST0 PUBLIC FINANCING AUTHORITY 

Attest: 

By: 



TRUSTEES CERTIFICATE OF AUTHENTICATION AND REGISTRATION 

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

Dated: August 28, 2008 

THE BANK OF NEW YORK MELLON TRUST - ~ 

COMPANY, N.A., as 

By: 



[FORM OF ASSIGNMENT] 

For value received, the undersigned do(es) hereby sell, assign and transfer unto 
the within mentioned Bond and hereby irrevocably constitute(s) and 

appoint(s) attorney, to transfer the same on the books of the within named 
Trustee, with full power of substitution in the premises. 

Dated: By: 

Signature Guaranteed By: 

NOTICE: Signature must be guaranteed by 
an eligible guarantor institution. 
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August 28,2008 

Modesto Public Financing Authority 
Modesto, California 

City of Modesto 
Modesto, California 

$65,170,000 
Modesto Public Financing Authority 

Lease Revenue Refunding Bonds 
Series 2008 

Ladies and Gentlemen: 

We have acted as bond counsel to the Modesto Public Financing Authority (the "Authority") in 
connection with the issuance of its Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") in the 
aggregate principal amount of $65,170,000. The Bonds are issued pursuant to Article 4 of Chapter 5 of 
Division 7 of Title 1 of the Government Code of the State of California and an Indenture, dated as of 
August 1, 2008 (the "Indenture") between the Aiithority and The Bank of New York Mellon Trust 
Company, N.A., as trustee (the "Trustee"). Capitalized terms not otherwise defined herein shall have the 
meanings set forth in the Indenture. 

In connection with the issuance of the Bonds, the City of Modesto (the "City"), the 
Redevelopment Agency of the City of Modesto (the "Redevelopment Agency") and the City-County 
Capital Improvements and Financing Agency (the "Financing Agency") have leased certain properties to 
the Authority pursuant to a facilities lease (Parking Garage) (the "Parking Garage Facilities Lease"), a 
facilities lease (Police Facilities and Mis'cellaneous Facilities) (the "City Facilities Lease"), a facilities 
lease (City-Codnty ~drninistrati0n:~uilding) (the "City-County Facilities Lease") and a facilities lease 
(Communications Dispatch Center) (the "Communications Facilities Lease" and, together with the 
Parking Garage Facilities Lease, the City Facilities Lease and the City-County Facilities Lease, the 
"Facilities Leases"), each dated as of August 1, 2008. The Authority has in turn leased such properties to 
the City pursuant to the terms of a lease agreement (the "Lease Agreement"), dated as of August 1, 2008 
between the City and the Authority. The Bonds are secured as to payment from Base Rental Payments to 
be made by the City to the Authority under the Lease Agreement and certain other revenues and moneys 
pledged under the Indenture. 

We have examined a certified copy of the record of proceedings relating to the issuance of the 
Bonds and such other documents and records of the Authority and the City as we have deemed necessary 
for the purpose of this opinion. We have assumed the genuineness of all documents and signatures 
presented to us. We have not undertaken to verify independently, and have assumed, the accuracy of the 
factual matters represented, warranted or certified in the documents. Furthermore, we have assumed 

Sldley Austln UP IS a l~m~ted lhab~l~ty partnersh~p practlclng In afflllatlon wth other S~dley Austln pannersh~ps 
SF1 1510206 4792210 
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compliance with all covenants and agreements contained in the Indenture, the Facilities Leases and the 
Lease Agreement, including (without limitation) covenants and agreements compliance with which is 
necessary to assure that future actions, omissions or events will not cause interest on the Bonds to be 
included in gross income for federal income tax purposes. 

Certain requirements and procedures contained or referred to in the Indenture, the Facilities 
Leases and the Lease Agreement, or other documents pertaining to the Bonds, may be changed, and 
certain actions may be taken or omitted, under the circumstances and subject to the terms and conditions 
set forth in such documents, upon the advice or with the approving opinion of counsel nationally 
recognized in the area of tax exempt obligations. We express no opinion as to'the effect of any change to 
any document pertaining to the Bonds or of any action taken or not taken where such change is made or 
action is taken or not taken without our approval or in reliance upon the advice of counsel other than 
ourselves with respect to the exclusion from gross income of the interest on the Bonds for federal income 
tax purposes. 

Based on the foregoing and our examination of existing constitutional, statutory and decisional 
law, such legal proceedings and such other documents as we deem necessary to render this opinion, we 
are of the opinion that: 

" ~, 

1. The Bonds have been duly authorized, executedxtnd delivered by the Authority and are 
legal, valid and special limited obligations of'the AuthoAty, paydble from Revenues pledged therefore 
under the Indenture. 

2 .  The Indenture has been duly authorized, executed and delivered by the Authority and 
constitutes a legal, valid and binding obligation of the Authority. 

3.  The Facilities Leases have been duly authorized, executed and delivered by the City, the 
Redevelopment Agency, the Financing Agency and the Authority and constitute the legal, valid and 
binding obligations of the parties thereto. 

4. The Lease Agreement has been duly authorized, executed and delivered by the City and 
the Authority and constitutes the legal, valid and binding obligation of the parties thereto. 

5. Based on existing statutes, regulations, rulings and judicial decisions and assuming 
compliance by the Authority and the City with certain covenants in the Indenture, the Facilities Leases, 
the Lease Agreement and the Tax Certificate executed by the Authority and the City and requirements of 
the Internal Revenue Code of 1986, as amended (the "Code"), regarding the use, expenditure and 
investment of proceeds of the Bond and the timely payment of certain investment earnings to the United 
States, interest on the Bonds is not includable in the gross income of the owners of the Bonds for federal 
income tax purposes. Failure to comply with such covenants and requirements may cause interest on the 
Bonds to be included in gross income retroactively to the date of issuance of the Bonds. 

6. Interest on the Bonds is not treated as an item of tax preference in calculating the federal 
alternative minimum taxable income of individuals and corporations. Interest on the Bonds, however, is 
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included as an adjustment in the calculation of federal corporate alternative minimum taxable income and 
may therefore affect a corporation's alternative minimum tax liability. 

7. Interest on the Bonds is exempt from personal income taxes imposed by the State of 
California. 

We express no opinion with respect to any collateral tax consequences resulting from the 
ownership or disposition of, or the accrual or receipt of interest on, the Bonds. 

With respect to the opinions expressed herein, the rights and obligations undQ the Bonds, the 
Indenture, the Facilities Leases and the Lease Agreement are subject to bankruptcy, insolvency, 
reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting 
the enforcement of creditors' rights generally, to the application of equitable principles (regardless of 
whether such enforceability is considered in equity or at law), to the' exercise of judicial discretion in 
appropriate cases and to the limitations on legal remedies against joint exercise of powers authorities or 
cities in the State of California. We express no opinion with respect to any indemnification, contribution, 
penalty, choice of law, choice of forum or waiver provisions contained in the foregoing documents nor do 
we express any opinion with respect to the state or quality of title to any of the real or personal property 
described in or subject to the lien of the Facilities ~ e & e s ,  the Lease Agreement or the Indenture or the 
accuracy or sufficiency of the description contained therein of, or the remedies available to enforce liens 
on any such property. 

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and 
court decisions. Such opinions may be adversely affected by actions taken or events occurring, including 
a change in law, regulation or ruling (or in the application or official interpretation of any law, regulation 
or ruling) after the date hereof. We have not undertaken to determine, or to inform any person, whether 
such actions are taken or such events occur, and we have no obligation to update this opinion in light of 
such actions or events. 

Respectfully submitted, 
' I '  : I 

Sidley Austin LLP 



Wayne Padilla, Director of Finance 
City of Modesto Financial Services 
City Hall 
101 0 Tenth Street, Suite 5200 
Modesto, CA 95353 

August 25,2008 

Re: $65,170,000 Modesto Public Financing Authority Lease Revenue Refunding Bonds Series 2008 

Dear Mr. Padilla: 

Fitch Ratings ("Fitch") has assigned a rating of 'AAIFl+' to the above-referenced bonds. The rating is based jointly on the 
underlying rating assigned to the Modesto Public Financing Authority Lease Revenue Refunding Bonds Series 2008 (rated 
'A+' by Fitch) and the support provided by an irrevocable direct-pay LOC issued by Bank of America, N.A. (rated 'AA-/FI+') 
securing the bonds. The short-term 'Fl+' rating assigned to the Bonds is based solely on the LOC. The rating on the bonds 
will expire on the earliest of: August 1, 201 1, the expiration date of the LOC, unless extended; any prior termination of the 
LOC; or defeasance of the bonds. 

Ratings assigned by Fitch are based on the documents and information provided to us by the Issuer and its experts and 
agents and are subject to receipt of final closing documents in form satisfactory to Fitch. Fitch does not audit or verify the 
truth or accuracy of such information. 

The assignment of a rating by Fitch shall not constitute a consent by Fitch to the use of its name as an expert in connection 
with any registration statement filed under US., U.K., or any other relevant securities laws. 

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or hold 
any investment, loan or security or to undertake any investment strategy with respect to any investment, loan or security or 
any issuer. Ratings do not comment on the adequacy of market price, the suitability of any investment, loan or security for 
a particular investor (including without limitation, any accounting and/or regulatory treatment), or the tax-exempt nature or 
taxability of payments made in respect of any investment, loan or security. Fitch is not your advisor, nor is Fitch providing 
you or any other party any financial advice, or any legal, auditing, accounting, appraisal or actuarial services. A rating 
should not be viewed as a replacement for such advice or services. 

It is important that you promptly provide us with all information that may be material to the rating so that our ratings continue 
to be appropriate. Ratings may be raised, lowered, withdrawn, or placed on Rating Watch due to changes in, additions to, 
the accuracy of or the inadequacy of information or for any other reason Fitch deems sufficient. 

Nothing in this letter is intended to or should be construed as creating a fiduciary relationship between Fitch and you or 
between us and any user of the ratings. Nothing in this letter shall limit our right to publish, disseminate or license others to 
publish or otherwise disseminate the ratings or the rationale for the ratings. 

We are pleased to have had the opportunity to be of service to you. If we can be of further assistance, please contact us. 

Trudy Zibit 
Managing Director 
Public Finance 

cc: Kim Nakahara - Banc of America Securities LLC 
Ty Conner - Sidley Austin LLP 



FitchRat ings 
KNOW YOUR RISH " 

FITCH RATES MODEST0 PUBLIC FINANCING AUTHORITY, 
CALIFORNIA'S $65MM RFDG LEASE REVS 'AA/Fl+' 

Fitch Ratings-New York-25 August 2008: Fitch Ratings assigns a rating of 'AA/Fl+' to the 
$65,170,000 Modesto Public Financing Authority (California) lease revenue refunding bonds series 
2008 (the bonds). The long-term 'AA' rating is based jointly on the long-term 'A+' underlying rating 
assigned by Fitch to the bonds and the support provided by an irrevocable, direct-pay letter of credit 
(LOC) issued by Bank of America, N.A. (Bank), rated 'AA-/Fl+', securing the bonds. The 
short-term 'F1+' rating is based solely on the LOC. The bank is obligated to make payments of 
principal, interest and purchase price when due. For more information on the underlying credit, 
please refer to the report published on August 14,2008 on 'www.fitchratings.com'. 

The long-term 'AA' rating is based on Fitch's methodology, which considers the joint probability of 
the failure of both a rated obligor and a bank LOC provider. The methodology results in a rating 
that is up to two notches higher than the stronger of the two credits if the following conditions are 
met: (1) both entities have a rating of 'A' or higher; (2) the transaction is structured such that 
payments from both the municipal issuer and the bank are in the flow of funds and both entities 
would have to fail to perform before the Bonds defaulted; and (3) the credit of the bank and the 
rated obligor have no more than a medium degree of correlation. In this instance Fitch has 
determined a medium degree of correlation which results in a rating of 'AA'. If either the underlying 
rating on the Bonds or the Bank were downgraded to 'A-' or lower, the joint probability could no 
longer be applied and the long-term rating would then reflect the higher of the two ratings. 

The Bank is obligated to make payments of principal of and interest on the Bonds upon maturity 
and redemption, as well as the purchase price for tendered bonds. The LOC provides full coverage 
of principal plus an amount equal to 34 days' interest at a maximum rate of 12% based on a year of 
365 days and purchase price for tendered bonds. The ratings will expire upon the earliest o f  (a) 
August 1, 201 1, the initial stated expiration date of the LOC, unless such date is extended; (b) upon 
any prior termination of the LOC; or (c) upon defeasance of the Bonds. The underwriter for the 
Bonds is Banc of America Securities LLC. 

The bonds will initially bear interest at the weekly rate but may be converted to a flexible, daily, 
fixed rate, or term rate mode. While the Bonds bear interest in the weekly mode, interest payments 
will be made on the first business day of each month, commencing September 2, 2008. Holders 
may tender their bonds on any business day with the requisite prior notice of the purchase. 

The bonds are subject to mandatory tender: (i) any Mode Change Date; (ii) any Substitution Date; 
(iii) the 5th Business Day prior to an Expiration Date upon failure by the Trustee to receive an 
extension of the Credit Facility; (iv) for a Series of Bonds in a Daily Mode or a Weekly Mode, any 
Business Day specified by the Authority in a notice delivered to the Trustee; and (v) any date 
specified for a Mandatory Credit Tender. Optional and mandatory redemption provisions also apply 
to the Bonds. 

Richard Park +1-212-908-0289, New York; or Alan Gibson (underlying rating) +1-415-732-7577, 
San Francisco. 

Media Relations: Cindy Stoller, New York, Tel: +1 212 908 0526. 

Fitch's rating definitions and the terms of use of such ratings are available on the agency's public 
site, 'www.fitchratings.com'. Published ratings, criteria and methodologies are available from this 
site, at all times. Fitch's code of conduct, confidentiality, conflicts of interest, affiliate firewall, 
compliance and other relevant policies and procedures are also available from the 'Code of Conduct' 
section of this site. 



STANDARD 
One Market 
Steuart Tower, 15th Floor 
San Francisco, CA 94105-1000 
tel415 3715004 
reference no.: 40244676 

August 28,2008 

City Of Modesto 
1012 "I" Street 
2nd Floor 
Modesto, CA 95352 
Attention: Mr. John Emero, Director 

Re: $66,405,000 Modesto Public Finance Authority, Cal,$ornia, Variable Rate Demand Lease 
Revenue Bonds, Series 2008 

Dear Mr. Emero: 

Standard & Poor's has reviewed the rating on the above-referenced obligations. After such 
review, we have changed the rating to "AA+/A-I+" from "A" and changed the outlook to not 
meaningful from stable. A copy of the rationale supporting the rating and outlook is enclosed. 

The rating is not investment, financial, or other advice and you should not and cannot rely upon 
the rating as such. The rating is based on information supplied to us by you or by your agents but 
does not represent an audit. We undertake no duty of due diligence or independent verification of 
any information. The assignment of a rating does not create a fiduciary relationship between us 
and you or between us and other recipients of the rating. We have not consented to and will not 
consent to being named an "expert" under the applicable securities laws, including without 
limitation, Section 7 of the Securities Act of 1933. The rating is not a "market rating" nor is it a 
recommendation to buy, hold, or sell the obligations. 

This letter constitutes Standard & Poor's permission to you to disseminate the above-assigned 
rating to interested parties. Standard & Poor's reserves the right to inform its own clients, 
subscribers, and the public of the rating. 

Standard & Poor's relies on the issuerlobligor and its counsel, accountants, and other experts for 
the accuracy and completeness of the information submitted in connection with the rating. To 
maintain the rating, Standard & Poor's must receive all relevant financial information as soon as 
such information is available. Placing us on a distribution list for this information would facilitate 
the process. You must promptly notify us of all material changes in the financial information and 
the documents. Standard & Poor's may change, suspend, withdraw, or place on Creditwatch the 
rating as a result of changes in, or unavailability of, such information. Standard & Poor's reserves 
the right to request additional information if necessary to maintain the rating. 
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Please send all information to: 
Standard & Poor's Ratings Services 
Public Finance Department 
55 Water Street 
New York, NY 1004 1-0003 

If you have any questions, or if we c m  be of help in any other way, please feel free to call or 
contact us at n~ublicfinance@,standardandpoors.com. For more information on Standard & 
Poor's, please visit our website at www.standardandpoors.com. We appreciate the opportunity to 
work with you and we look forward to working with you again. 

Sincerely yours, 

Standard & Poor's Ratings Services 
a division of The McGraw-Hill Companies, hc .  

j g 
enclosure 
cc: Mr. Wayne Padilla, CPA, Director of Finance 

City of Modesto 



STANDARD 
&POOR'S 

Standard & Poor's Ratings Services assigned its 'AA+/A-1+' standard long-term rating to Modesto 
Public Financing Authority, 's refunding revenue bonds series 2008, based on the direct-pay, 
irrevocable LOC provider: Bank of America N.A. rated 'AA+/A-I+'. 

The LOC provides coverage for payment of principal and interest on the bonds for a maximum 34 
days of interest coverage at 12% annually. The anticipated date of expiration dates of the LOC is 
August 1,2011. 

The bonds will initially bear interest at the weekly rate. However, the bonds may be converted to a 
daily rate, flexible term rate, term rate, or fixed interest rate mode. The LOC will provide coverage 
for the weekly mode only, and during this time, the holders may optionally tender their bonds upon 
providing appropriate notice. The bonds are subject to mandatory tender upon: 

Conversion to another interest mode; 
Substitution, 
termination or expiration of the LOC 
Non-reinstatement of interest (not applicable for this deal) 



August 6,2008 

Mr. Wayne Padilla 
Director of Finance 
Modesto Public Financing Authority 
Financial Services 
City Hall 
1010 Tenth Street, Suite 5200 
Modesto, CA 95353 

Dear Mr. Padllla: 

Fitch Ratlngs has assigned one or more ratings andlor othewlse taken rating action(s), as detailed on the attached 
Notice of Rating Action. 

Ratings assigned by Fitch are based on documents and information provided to us by Issuers, obligors, and/or their 
experts and agents, and are subject to receipt of the final closing documents. Fitch does not audit or verify the truth 
or accuracy of such information. 

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make 
or hold any investment, loan or security or to undertake any investment strategy with respect to any investment, loan 
or security or any issuer. Ratings do not comment on the adequacy of market price, the suitabillty of any Investment, 
loan or secunty for a particular investor (including without limitation, any accounting and/or regulatory treatment), or 
the tax-exempt nature or taxability of payments made in respect of any investment, loan or security. Fitch is not your 
advisor, nor is Fltch providing to you or any other party any financial advlce, or any legal, auditing, accounting, 
appraisal, valuation or actuarial services. A rating should not be viewed as a repiacement for such advice or 

It is important that Fitch be provided with all information that may be mater~al to ~ ts  ratings so that they continue to 
accurately reflect the status of the rated issues. Ratings may be changed, withdrawn, suspended or placed on Rating 
Watch due to changes In, addittons to or the inadequacy of information. 

Ratlngs are not recommendat~ons to buy. sell or hold securities. Rat~ngs do not comment on the adequacy of market 
price, the suitabillty of any security for a particular investor, or the tax-exempt nature or taxability of payments made 
~n respect of any secunty. 

The assignment of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in connection 
wlth any reg~stratlon statement or other flling under US., U.K., or any other relevant securities taws. 

We are @eased to have had the opportunity to be of service to you. If we can be of further assistance, please feel 
free to contact us at any time. 

Sincerely, 
--- 

'- .._ 
--.. ? 

-+#+'- 

Amy S. Doppelt 
Managing Director 
U.S. Public F~nance 

ADIdg 

Enc: Notice of Rating Action 
(Doc ID: 109427) 



Notice of Rating Action 

Bond Description 

- 

OutlooW 
Rating Type Action Rating Watch Eff Dste - - Notes - 

Modesto Public Financing Authority (CA) lease rev rfdg Long T e n  New Rating A+ ROSta 05-Aug-2008 
bonds ser 2008 

Modesto (CA) wastewtr rev bonds ser 2006A (insured: Long Term Affirmed A+ R0:Sta 05-Aug-2008 
F~nancial Securitv Assurance Inc. (FSA)) 

Modesto (CA) wastewtr rev rfdg bonds ser 2005A Long Term Affirmed A+ R0:Sta 05-Aug-2008 

Modesto Publlc Financing Authority (CA) lease rev rfdg Long Term Affirmed A+ R0:Sta 05-Aug-2008 
cap improv bonds ser 2007 (insured: ClFG Assurance 
North America, lnc.) 

- - 

Key RO Rattng Outlook, RW Rating Watch, Pos Posthve, Neg' Negatrve, Sta. Stable, Evo Evolving 

(Doc ID: 109427) Page 1 of 1 



One Market 
Steuatt Tower, 15th Floor 
San Francisco, CA 941051000 
tel415 371-5004 
reference no 1515167 

August 19,2008 

Modesto Public Finance Authority 
b'inancial Senriccs, City Hall 
101 0 Tenth Street, Suite 5200 
Modesto, CA 95353 
Attention: Mr. Wayne Padilla, Director of Finance 

Re: US$65,170,000 n/lbdestu Public Firznncing Autltority, California, Lease Revenrre 
RLtfunding Bonds Series 2008 

Dear Mr. Padilla: 

Pursuant to your rcqucst for a Standard Rr. Poor's rating on the above-referenced obligations, we 
have reviewed the itsformation submitted to us and, subject to the enclosed 7i.rrnqs. and C'oniiitions, 
have assigned a rating of "A". Standard Rr. I'oor's views the outlook for this rating as stable. A 
copy of the rationale supporting the rating is enclosed. 

The rating is not investment, financial, or other advice and you should not and cannot rely upon 
the rating as such. The rating is based on information supplied to us by yt>u or by your agents but 
does not represent an audit. We undertake no duty of due diligence or independent verification oS 
any information. 'I'he assignment of a rating does not create a fiduciary relationship between us 
and you or between us and other recipients of the rating. We have not consented to and will not 
consent to being named an "expert" under the applicable securities laws, including without 
limitation, Section 7 of the Securities Act of 1933. The rating is not a "market rating" nor is it a 
recommendation to buy, hold, or sell the obligations. 

'This letter constitutes Standard & f'oor's permission to you to disseminate the above-assigned 
rating to interested pm-ties. Standard & Poor's reserves the right to infor'om~ its own clients. 
subscribers, and the public oSr1lc raling. 

Standard c% Poor's relies on the issuer/obligor and its counsel, accountants, and other experts for 
the accuracy and cornpleter~ess of the information submitted in connection with the rating. 'This 
rating is based on financial information and documents we received prior to the issuance of this 
letter. Standard & Poor's assumes that the documents you have provided to us are final. If ally 
subsequent changes were made in the final docutnents, you must notify us of such changes by 
sending us the revised final docurnerlts wit11 the changes clearly marked. 

l'o rnainrain the rating, Standard & Poor's must receive all relevant financial information as soon 
as such information is available. Placing us an a distribution list for this infornlation would 
facilitate the process. You rnust promptly notify us of all material changes in the linancial 
infarn~ation and the documents. Standard & Poor's may change. suspend, withdraw, or place on 



Mr. Wayne PadilIa 
Page 2 
August 19,2008 

Creditwatch the rating as a result of changes in, or unavailability of, such info~mation. Standard 
& Poar's rcserves the right to request additional information if necessary to maintain the rating, 

Please send all information to: 
Standard & Poor's Ratings Scrvices 
Public Finance Jhpsrtrnent 
55 Water Street 
New York, NY 1 OW 1-0003 

Standard & Poor's is pleased to be of service to you. For more info~mation on Standard & Poor's, 
pieme visit our websik at www.s~ndard~d~o&,com.  If we can be of help in any other way, 
pleasc call or contact us at nypublicfinancecii%standardandpoof~.com. Thank you for choosing 
Standard & Poor's mid we look forward to working with you again. 

Sincerely yours, 

Standard & Poor's Ratin8s Services 
a division of The McGraw-Hill Companies, Inc. 

am 
enclosures 
cc: Mr Brad Neal 

Stradling, Yocca, Carlson & Rauth 



STANDARD 

Standard & Poor's Ratings Services 
f ems end CoMfftlons 

Appticabk To 
U,S. Public Finance Ratings 

m e s t  for a rating, Standard & Poor's issues public finance ratings for a fee u p n  request from an issues, or from an 
underwriter, financial advisor, investor, insurzlnce company, or &her entity, provided that the obligor and issuer (if 
different fron the obligor) each has knowlcdgc of the request. The term "issueriobligor" in these Tenns and 
Conditions means the issuer and the obligor if the obligor is difrerent from the issuer. 

Atz.r&ernent to Acccat Terms and C o n d m .  Standard & Poor's assigns Public Finance ratings subject to the terms 
and conditions stated herain and in the rating letter. The issuer/obligor's use of a Standard & Poor's public f i i n c e  
rating constiturn agreement ta comply in all respects with the terms and conditions contained herein and in the rating 
lener and acknowltd&es tho issuerlobligor's understanding of the scope and limitations of the SumciArd & Paor's rating 
as stated harein and in the rating letter. 

Fees 8- In consideration of our analytic review and issuance of the rating, the issuer/obligor agrees to pay 
Standard & Poor's a rating fee. Payment of the fee is not wnditioned on Standard & Poor's issuance of any particular 
rating, in most cases an annurl surveitlance fee wilt be charged for so long as we maintain the rating. The 
issuwlobligor will reimburse Standard & Poor's for reasonable travel and legal expenses if such CXp3SM are not 
included in the fee. Should the rating not be issued, the issuer/obIigot agrees to compenmte Standard & Poor's based on 
the time, offor&, and chargs incurred through the date upon which it is determined that the rating will not bt? isstred. 

. The issuer/obligor understands and agrca that (i) an issuer wing reflects Standard L& Poor's cumn? 
opinian of the issuerlobtip's overall financial capacity to pay it$ financial obligatians as they come due, (ii) an issue 
rating reflects SUtndaKi & Poor's current opinion of the Iikclihd that the issuer/obligor will make payrnms of principal 
and intercst on a timety basis in accordance with the tnrns of the obligation, (iii) a rating is an opinion and is  rkot a 
verifiable staternant of fact, (iv) ratings am based on information supplied to Standard k Poor's by the issuerlobtigor or 
by its agents and upon other information obtained by Standard & Poor's from other sourcfs it considers reliable, (v) 
Standard & Poor's docs not perform hn audit in connection with any rating and a rating docs not represent an audit by 
Standard & Poor's, (vi) Slandard & Poor's ;.efies on the isswr/obiigor, its accowitants, counsel, and othcr experts for the 
accuracy and camplcteness of the infonnaticm submitted in conncctian with the rating and surveillance process, (vii) 
Standard & Poor's undertakes no duty of due diligence or independent verification of any information, (viii) Standard & 
Poor's docs not and cannot guarantee the accuracy, completenass, or timeliness of the information relied on in connection 
with a rating or the results obtained born thc use of such information, (ix) Standard & Poor's may raise, Iowa, suspend, 
place on Creditwatch, or withdraw a rating at any time, in Standard & Poor's sole dimetion, and (x) a rating is not a 
"market" rating nor a ncommendatiori ta buy, hold, or sell any financial obligation. 

PublicRfion. Standard & Poor's reselves the right to publish, disseminate, or license others to publish or disseminate the 
rating and the rationate for the rating unless the issuerloblipr spoifically requests that the rating be assigned and 
naintained on a confidentiaf basis, if a confidential rating subsequently bacomen public through disclosure by the 
issuas/obligor ar a third party other than Standard & t'oor's, Standard & Poor's reserves the right to publish it. 
Standard & Poor's may publish explanation$ of Standard & Poor's ratings criteria from time to time and nothing in this 
Agreemalt shall be construed as limiting Standard & Poor's ability to modify or refine Standard & Poor's criteria at any 
iirna 8s Standard & Paar's deems appropriate 

Jnfarmation to be Provided bv the I%-. The issucr/obligor shall meet with Standard & Poor's for an analytic 
review at any reasonable time Stand~rd Ee Poor's requests. The issuerlobligor also agrees to provide Standard & 
Poor's promptly with all information relevant to the rating and surveillance of the rating including infbrmation on 
inaterial changes to information previously supplied to Standard & Poor's. The rating may be affected by Standard & 
Paor's opinion of tho accuracy, completeness, timeliness, and reliability of information received firom the 
issueriobiigor or its agents. Standard & Poor's undertnkes no duty of due diligence or independent verification of 



information p~vvided by the issuerlobligor or its agents. Standard & Poor's reserves the right to withdraw the rating if 
the issuerlobligor or its agents fails to provide Standard CP: Poor's with accurate, complete, timely, or reliable 
information. 

. The issuer/obligor undcrsfands and agrees that Stardad & 
Poor's is not actingas an investment, ffmeial, or other advisor to the issuer/obtigor and that the issueriobligor should 
not and cannot rely upon the rating or any othw information provided by Standard & Poor's as invevtme~rt or financial 
advice. Nothing in this Agnetltent is intended to or should be construed as creating a fiduciary relationship between 
Standard & Poor's and the issuerlobligor or W e e n  Standard & Poor's and recipients of the rating. The issuer/obligor 
understands and agrees that Standard & Pour's has not wnscnted to and will not consent to being nitmed an "~xpert" 
under the applicable securities laws, including without limitation, Section 7 of the US. Securities Act of 1933. 

Limitation on Ofimam. The issucrfobtigor a g m  that Standard & Poor's, its officers, directors, shareholders, and 
employees shall not be liable to the issuerlobligor or any other person for any actions, damages, claims, liabilities, 
costs, expenses, or losses in any way arising w t  of or relating to tho rating or the related analytic services provided for 
in an aggregate amount in excess of the aggregate fces paid to Standard & Poor's for the rating, except for Standard & 
Poor's gross negligence or willfbl misconduct. In no event shall Standard & Poor's, its officers, directors, 
shareholden, or employees ba liable for consequential, special, indi~.ect, incidental, punitivc or cxcmplary damagcs, 
costs, expenses, legal fees, or losses (including, without limitation, lost profits and opprtunity casts). In furtherance 
and not in limitation of the foregoing, Standard & Paor's will not be liable in respect of any decisions made by the 
issuer/obligor or any other person as a resutt of thc issuance ofthe rating or the related analytic services provided by 
Standard & Poor's hereunder or based on anything that appears to bc advice 01. recammcndations. l'he provisions of 
this paragraph shall apply regardless of the form of action, darnagc, claim, liability, cost, expense, or toss, whether in 
contract, statute, tort (including, without limitation, negligcncc), or otherwise. 'I'he issuer/obligor acknowledges and 
~ w e s  that Standard & Poor's does not waive any protections, privileges, or defenses it may have under law, including 
but not linlitea to, the First Amendment of the Constitution of the United States of America. 

m, This Agreement shall terminate when the rwings a n  withdrawn, NotwithsUtnding the forregoing, the paragraphs 
above, "Standard & Poor's Not an Advisor, Fiduciary, or &pert" and "f,imitation an f>trrragcs", shaIl survive the 
termination of this Agnement or any withdrawal of a rating, 

'Third Pa@. Nothing in this Agreement, or the rating whan issued, is intended or should be construed as creating any 
rights on behalfof any third parties, including, without limitation, any recipient of the rating. No person is intended as 
a third party beneficiary to this Agreement or to the rating when issued. 

Binding Effect. This Agreement shall be binding on, and inure to the k c t i t  of, the parties hereto and their successors 
and assigns. 

Severahilitv. In the event that any term or provisian of this Agreement shall be held to be invalid, void, or 
 ine enforce able, then the remainder of [his Agreement shall not he affeacd, impaired, or invalidated, and each such telm 
and provision shall be valid and enforwable to the fullest extcnt pcrtnitted by law. 

h This Agreement constitutes thc complete agreement behvcen thc partics with respect to its subject 
matter. 'i'his Agreement nloty not be rnodtfied except in a writing signed by autlwrizcd rcprescntatives of both parties. 

~ o v c r n ~ y .  'I'his Agreement and the rating iener shall be governed by thc internal laws of the State of New York. 
The parties a p e  that the state and federal couiZs of New York shall be the exclusive forums for any dispute arising 
out of this Agmrnent and the parties hereby conseiit to the personal jurisdiction of such courts. 



EXECUTION COPY 

REMARKETING AND INTEREST SERVICES AGREEMENT 

This REMARKETING AND INTEREST SERVICES AGREEMENT, dated as of 
August 1, 2008 (the "Remarketing Agreement"), by and between MODEST0 PUBLIC 
FINANCING AUTHORITY, a joint exercise of powers authority duly organized and existing 
under and by virtue of the laws of the State of California (the "Issuer"), and BANC OF 
AMERICA SECURITIES LLC, a Delaware limited liability company, as remarketing agent (the 
"Remarketing Agent"); 

WHEREAS, the Issuer has authorized the issuance of the Modesto Public Financing 
Authority Lease Revenue Refunding Bonds Series 2008 in the aggregate principal amount of 
$65,170,000 (the "Bonds"), pursuant to the provisions of an Indenture, dated as of August 1, 
2008 (the "Indenture"), by and between the Issuer and The Bank of New York Trust Company, 
N.A., as trustee (the "Trustee"), the proceeds of which will be used to (1) refund all of the 
outstanding Modesto Public Financing Authority Lease Revenue Bonds Series 1998 (the " 1998 
Bonds") and Modesto Public Financing Authority Lease Revenue Refunding and Capital 
Improvement Bonds Series 2007 (the "2007 Bonds" and, together with the 1998 Bonds, the 
"Refunded Bonds") previously issued by the Authority, (2) fund the Reserve Fund for the Bonds 
and (3) pay certain expenses related to the issuance of the Bonds; and 

WHEREAS, the Bonds, when issued pursuant to the Indenture, will be initially secured 
by an irrevocable direct-pay letter of credit (the "Initial Credit Facility") issued by Bank of 
America, N.A. (the "Initial Credit Facility Provider"); and 

WHEREAS, the Bonds are subject to both optional and mandatory tender for purchase by 
the holders thereof and to remarketing, all as provided in the Indenture; and 

WHEREAS, the Bonds are more fully described in the Official Statement, dated 
August 26, 2008, (the "Official Statement") prepared in connection with the initial purchase and 
sale of the Bonds; and 

WHEREAS, the Issuer has requested that the Remarketing Agent act as its agent under 
the Indenture to perform certain services as provided herein and in accordance with the 
Indenture, including, without limitation, the remarketing of Bonds tendered for purchase and the 
setting of the interest rate on the Bonds, and the Remarketing Agent is willing to accept such 
appointment and perform such services on the terms and subject to the conditions set forth 
herein. 

NOW, THEREFORE, for and in consideration of the covenants herein made, and upon 
the terms and subject to the conditions herein set forth, the parties hereto agree as follows: 

Section 1. Definitions. All capitalized terms used herein and not otherwise herein 
defined shall have the meanings ascribed to them in the Indenture and, if so not defined therein, 
the Official Statement. 

OHS West'260475018.5 



Section 2. Appointment of Remarketinn Agent. Pursuant to the Indenture and this 
Remarketing Agreement, the Issuer hereby appoints the Remarketing Agent as its designee with 
respect to the Bonds, and the Remarketing Agent hereby accepts such appointment, with such 
duties as described herein and in the Indenture. 

Section 3. Remarketing of Bonds. 

(a) The Remarketing Agent hereby agrees to perform the duties and obligations, and 
only such duties and obligations, as are expressly imposed upon it as Remarketing Agent herein 
and under the Indenture and, except as otherwise provided in and subject to the limitations set 
forth in the Indenture, agrees to use its reasonable best efforts to remarket the Bonds as set forth 
in the Indenture, as agent for the Issuer and not as principal. The Remarketing Agent may at any 
time and from time to time seek to obtain an Opinion of Counsel satisfactory to the Remarketing 
Agent concerning the effect that any action or inaction contemplated by the Remarketing Agent 
may have on the excludability of interest income on the Bonds from gross income for federal 
income tax purposes under the Code. The Remarketing Agent may rely on and act in accordance 
with any such Opinion of Counsel. 

It is understood and agreed upon by the parties hereto that the Remarketing Agent is only 
acting hereunder as the agent of the Issuer, and not as principal, insofar as the purchase of Bonds 
is concerned, and is only obligated to use its reasonable best efforts to remarket the Bonds. The 
Remarketing Agent is not and shall not be deemed to be acting as an underwriter for the Bonds 
and is in no way obligated hereunder to advance its own funds to purchase the Bonds. The 
foregoing shall in no way be deemed to limit the responsibilities and obligations of the Initial 
Credit Facility Provider to advance funds under the Initial Credit Facility. 

(b) The Remarketing Agent shall have no duty to act hereunder to the extent the 
Remarketing Agent is not required to perform its obligations under the Indenture and shall have 
no duty to act under the Indenture to the extent it is not required to perform its obligations 
hereunder. The Remarketing Agent may for its own account or as broker or agent for others deal 
in Bonds and may do anything any other Bondholder may do to the same extent as if the 
Remarketing Agent were not serving as such. The Remarketing Agent may execute and perform 
any of its duties hereunder or under the Indenture through agents, attorneys, employees or co 
remarketing agents and shall not be responsible for the misconduct or negligence of any agent, 
attorney, employee or co remarketing agent appointed with due care. 

(c) The Remarketing Agent shall not be required to remarket any Bonds if, 
subsequent to their date of issuance: 

(i) Any representation of the Issuer made or incorporated by reference herein 
shall prove to have been untrue, incorrect, incomplete or misleading in any material 
respect and, in the reasonable opinion of the Remarketing Agent, the marketability of the 
Bonds is materially and adversely affected thereby; 

(ii) A default by the Issuer in the observance or performance of any covenant 
or agreement contained in this Remarketing Agreement shall have occurred and be 
continuing; 
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(iii) Legislation shall have been enacted by the United States Congress, or a 
decision by any court of the United States, including the Tax Court, shall have been 
rendered, or a ruling, regulation or official statement by or on behalf of the Treasury 
Department of the United States or any branch thereof, including the Internal Revenue 
Service, or any other governmental agency shall have been made or proposed, with 
respect to federal taxation upon interest received on obligations of the general character 
of the Bonds, or an Event of Taxability or a Determination of Taxability shall have 
occurred or other action or events shall have transpired that (A) may have the purpose or 
effect, directly or indirectly, of making interest with respect to the Bonds subject to 
inclusion in gross income for federal income tax purposes, or (B) in the reasonable 
opinion of the Remarketing Agent, materially and adversely affects the marketability of 
the Bonds; 

(iv) Any legislation, ordinance, rule or regulation shall have been enacted by 
any governmental body, department or agency of the State or any decision by any court 
of competent jurisdiction within the State shall have been rendered that in the reasonable 
opinion of the Remarketing Agent materially and adversely affects the marketability of 
the Bonds; 

(v) Any legislation shall have been enacted, any decision by a court of the 
United States shall have been rendered or any stop order, ruling, regulation or official 
statement by or on behalf of the Securities and Exchange Commission or other 
governmental agency shall have been made to the effect that the Bonds or the Indenture 
are not exempt from registration, qualification or other requirements of the Securities Act 
of 1933, as amended, the Trust Indenture Act of 1939, as amended or other federal 
securities laws; 

(vi) Any legislation shall have been enacted, any decision by a court of the 
United States shall have been rendered or any ruling, regulation or official statement by 
or on behalf of, the Comptroller of the Currency or the Federal Reserve Board or other 
governmental agency shall have been made that would render the Remarketing Agent's 
activities hereunder illegal or subject it to registration or licensing to which it is not now 
subject; 

(vii) Any event shall have occurred or condition shall exist (including without 
limitation insufficient coverage under the Initial Credit Facility of principal, premium, if 
any, or interest payable on the Bonds while in any particular Mode as may be required by 
the Indenture, any material adverse change in the financial condition of the Initial Credit 
Facility Provider, the expiration of the Initial Credit Facility or the issuance of a Alternate 
Credit Facility) that, in the reasonable opinion of the Remarketing Agent, materially and 
adversely affects the marketability of the Bonds or the liquidity or security therefor; or 

(viii) Any event shall have occurred, or information shall have become known 
which, in the reasonable judgment of the Remarketing Agent, makes untrue in any 
material adverse respect any statement or information contained in the Official Statement, 
or has the effect that the Official Statement contains any untrue statement of a material 
fact or omits to state a material fact required to be stated therein or necessary to make the 
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statements made therein, in light of the circumstances under which they were made, not 
misleading; or 

(ix) In the reasonable opinion of the Remarketing Agent the marketability of 
the Bonds has been affected because (A) additional material restrictions not in force as of 
their date of issuance shall have been imposed upon trading in securities generally by any 
governmental authority or by a national securities exchange, (B) any Event of Default 
exists under the Indenture, (C) a general banking moratorium shall have been established 
by federal or State authorities, or (D) war or an outbreak of hostilities or other national or 
international calamity or crisis shall have occurred or escalated to such a magnitude as in 
the reasonable opinion of the Remarketing Agent to have a materially adverse effect on 
the marketability of the Bonds. 

Section 4. Determination of Modes. The Remarketing Agent shall determine the per 
annum interest rate with respect to the Bonds in accordance with the Indenture and shall provide 
notice thereof to the parties, in the manner and at the times set forth in the Indenture. 

Section 5. Remarketing Agent Compensation. With respect to Bonds bearing interest 
at a Weekly Rate or a Flexible Rate, the Issuer agrees to pay to the Remarketing Agent 
continuing remarketing and tender agent fees computed as 0.06% per annurn of the outstanding 
principal amount of the Bonds. Such fees shall be payable in arrears on each March 1, June 1, 
September 1 and December 1 until the first March 1, June 1, September 1 or December 1 
succeeding payment in full of the Bonds, commencing December 1, 2008. The fee shall be 
deemed earned in full upon receipt by the Remarketing Agent, and no portion shall be refundable 
for any reason, including, without limitation, termination of this Remarketing Agreement. The 
Remarketing Agent reserves the right to periodically review and possibly revise the remarketing 
and tender agent fees payable by the Issuer hereunder based on prevailing market conditions 
related to the remarketing of the Bonds and other comparable securities. The Issuer also agrees 
to reimburse the Remarketing Agent for all reasonable out of pocket expenses incurred by it in 
connection herewith, including, without limitation, fees and disbursements of counsel to the 
Remarketing Agent. 

For the services of the Remarketing Agent in connection with the remarketing of Bonds 
upon the adjustment of the Bonds to a Fixed Rate (the "Fixed Rate Conversion Date"), the Issuer 
shall pay to the Remarketing Agent a fee to be mutually agreed upon by the Issuer and the 
Remarketing Agent no later than the date the Issuer first notifies the Trustee and the Credit 
Facility Provider of its intention to convert the Bonds to a Fixed Rate. In the event the Issuer and 
the Remarketing Agent are unable to agree upon a fee, the Remarketing Agent shall be under no 
obligation to use its reasonable best efforts to remarket the Bonds upon such conversion to a 
Fixed Rate. 

Section 6. Resignation or Removal of Remarketing Agent. 

(a) The Remarketing Agent may at any time resign and be discharged of the duties 
and obligations created hereunder and under the Indenture. The Remarketing Agent may be 
removed of all or a portion of its duties and obligations hereunder and under the Indenture at any 
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time, at the direction of the Authority. Upon the resignation or removal of the Remarketing 
Agent, the Issuer shall appoint a successor Remarketing Agent in accordance with the Indenture. 

(b) Notwithstanding the foregoing, with prior written notice to (but without the 
consent of) the Issuer, the Trustee, the Initial Credit Facility Provider and the Bondholders, the 
Remarketing Agent may assign or transfer any or all of its rights and obligations as remarketing 
agent hereunder and under the Indenture to any other direct or indirect wholly owned subsidiary 
of Bank of America Corporation so long as such subsidiary meets the qualifications for a 
Remarketing Agent set forth in the Indenture and is otherwise permitted to perform such 
obligations under all applicable federal and state banking and securities laws, rules and 
regulations. 

Section 7. Representations and Warranties of the Issuer. The Issuer represents and 
warrants to the Remarketing Agent that (i) each of the Issuer's representations and warranties 
contained in the Purchase Contract, dated August 27, 2008, among Banc of America Securities 
LLC, as underwriter, the Authority and the City of Modesto (the "Purchase Contract"), the Initial 
Credit Facility and the Indenture is true and correct as of the date hereof and is hereby made to 
the Remarketing Agent as if set forth herein and (ii) the Issuer is in compliance with all terms, 
covenants and conditions of the Purchase Contract, the Initial Credit Facility and the Indenture 
and each other agreement or document relating to the Bonds to which it is a party. 

Section 8. Representations and Warranties of the Remarketing Agent. The 
Remarketing Agent represents and warrants to the Issuer that (i) it meets the requirements set 
forth in Section 4.20 of the Indenture and (ii) this Remarketing Agreement has been duly 
authorized, executed and delivered by the Remarketing Agent, and, assuming due authorization, 
execution and delivery by the Issuer, the Remarketing Agreement constitutes a legal, valid and 
binding agreement of the Remarketing Agent enforceable in accordance with its respective 
terms, subject to laws relating in bankruptcy, insolvency or other laws affecting the enforcement 
of creditors' rights generally and the application of equitable principles if equitable remedies are 
sought. 

Section 9. Disclosure Covenants. 

(a) In the event that the Remarketing Agent, in connection with the remarketing of 
the Bonds, is required to comply with Rule 15c2 12, as amended (the "Rule"), of the Securities 
and Exchange Commission, the Issuer agrees to take all actions as are necessary at that time to 
comply with the provisions of the Rule. 

(b) The Issuer hereby approves the use and distribution of the Official Statement 
(including any amendments, modifications and supplements thereto) and all exhibits and 
appendices thereto and documents incorporated therein by reference and all other documents 
provided by the Issuer to the Remarketing Agent for use in the remarketing of the Bonds. The 
Issuer agrees to cause the Remarketing Agent to be furnished with as many copies of the Official 
Statement and all exhibits and appendices thereto and documents incorporated by reference 
therein as the Remarketing Agent may reasonably request. The Issuer further agrees to furnish 
the Remarketing Agent with such other information as the Issuer deems necessary or as the 
Remarketing Agent may reasonably request from time to time in connection with the 
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remarketing of the Bonds in accordance with the terms hereof, including, but not limited to, upon 
the Remarketing Agent's request, the Issuer's (a)(i) prompt notification to the Remarketing 
Agent in writing of the circumstances and details of any event or condition known to the Issuer 
relating to or affecting the Issuer or the Bonds or any document or agreement related to the 
Bonds or executed in connection with the issuance or original purchase and sale thereof shall 
occur which might affect the accuracy or completeness of any statement of a material fact 
contained in the Official Statement or any exhibit or appendix thereto or document incorporated 
by reference therein or any other materials or information furnished by the Issuer to the 
Remarketing Agent in connection with the remarketing or sale of any Bond hereunder or, 
alternatively, (ii) written confirmation that no event or condition referenced in (a)(i) exists at the 
time of the Remarketing Agent's request and (b), if in the opinion of the Issuer, the Remarketing 
Agent or their respective counsel, any event or condition referenced in (a)(i) requires the 
preparation and publication of a supplement or amendment to the Official Statement, the Issuer 
will forthwith prepare and furnish to the Remarketing Agent (at the expense of the Issuer) a 
reasonable number of copies of an amendment of or supplement to the Official Statement (in 
form and substance satisfactory to the Remarketing Agent) which will amend or supplement the 
Official Statement so that it will not contain any untrue statement of a material fact or omit to 
state a material fact necessary in order to make the statements made therein, in the light of the 
circumstances under which they were made, not misleading. 

Section 10. Additional Covenants. The Issuer will cooperate with the Remarketing 
Agent, and the Issuer will pay all costs and expenses incurred by the Remarketing Agent (a) in 
obtaining and maintaining a rating on the Bonds by one of the national rating agencies so long as 
such a rating is reasonably deemed necessary by the Remarketing Agent in its sole discretion in 
order to remarket the Bonds at the lowest interest cost to the Issuer and (b) in the qualification of 
the Bonds for offering and sale and the determination of the eligibility of the Bonds for 
investment under the laws of such jurisdictions as the Remarketing Agent shall designate and 
will use its reasonable best efforts to continue such qualification in effect so long as required for 
the remarketing of the Bonds by the Remarketing Agent, provided that neither the Issuer nor the 
Remarketing Agent shall be required to take any action which would subject it to general service 
of process or to qualify as a foreign corporation in any jurisdiction where it is not now so subject. 

Section 11. Failures by Purchasers. The Remarketing Agent shall not be liable to the 
Issuer or the Initial Credit Facility Provider on account of the failure of any person to whom the 
Remarketing Agent has remarketed a Bond to pay for such Bond or deliver any document in 
respect of such remarketing. If there is such a failure, the Remarketing Agent will use its 
reasonable best efforts to remarket such Bond to a substitute purchaser on the terms set forth 
herein and in the Indenture. 

Section 12. Notices. 

(a) Any notice, request, direction, designation, consent, acknowledgment, 
certification, appointment, waiver or other communication required or permitted hereunder must 
be in writing except as expressly provided otherwise. 

(b) Except as otherwise provided herein, any notice or other communication shall be 
sufficiently given and deemed given when (i) delivered by hand, (ii) sent by a nationally 
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recognized overnight courier, (iii) mailed by first-class mail, postage prepaid, or, (iv) unless 
specifically prohibited under the terms of the Indenture, by telecopy under the provisions of this 
Remarketing Agreement, addressed as follows: 

If to the Trustee: 

The Bank of New York Trust Company, N.A. 
555 Kearny Street, Suite 600 
San Francisco, CA 941 08 
Attention: Corporate Trust 
Telephone No.: (41 5) 263-241 8 
Facsimile No.: (4 15) 399- 1647 

If to the Remarketing Agent: 

Banc of America Securities LLC 
Hearst Tower 
2 14 N. Tryon Street 
NC 1-027- 14-0 1 
Charlotte, North Carolina 28255-0001 
Attention: Municipal Trading and Underwriting 
Facsimile Number: (704) 388-0393 

with a copy to: 

Banc of America Securities LLC 
600 Montgomery Street, 18th Floor 
CA5-801-18-36 
San Francisco, CA 941 1 1 
Attention: Public Finance Group 
Facsimile Number: (4 1 5) 986- 1 1 94 

If to the Issuer: 

Modesto Public Financing Authority 
C/O City of Modesto 
City Hall 
101 0 Tenth Street, Suite 5200 
Modesto, CA 95353 
Attention: Auditor and Treasurer 
Telephone No.: (209) 577-537 1 
Facsimile No.: (209) 571-5880 
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If to the Initial Credit Facility Provider: 

Regarding credit matters: 

Bank of America, N.A. 
CA9-193-13-17 
333 South Hope Street, 13th Floor 
Los Angeles, California 9007 1 
Telephone No.: 213-621-7131 
Facsimile No.: 2 13-62 1-3607 
Attention: Government Credit Products 

Regarding operational matters: 

Bank of America, N.A. 
101 South Marengo Ave., 5th Floor 
CA9-702-05-69 
Pasadena, California 9 1 10 1 
Attention: Client Credit Services 
Telephone No.: (626) 666-232 1 
Facsimile No.: (626) 666-8069 

Each of the above parties may, by written notice given hereunder to the others, designate 
any further or different addresses to which or means by which, subsequent notices, certificates, 
requests or other communications shall be sent. 

Section 13. Governing Law. THIS REMARKETING AGREEMENT SHALL BE 
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE 
STATE OF CALIFORNIA. 

Section 14. Counterparts. This Remarketing Agreement may be executed in several 
counterparts, each of which shall be an original and all of which, when taken together, shall 
constitute but one and the same instrument. 

Section 15. bind in^ Effect. This Remarketing Agreement shall be binding upon, and 
inure to the benefit of, the parties hereto and their respective successors and assigns, except that 
the Issuer may not assign any of its rights or obligations hereunder without the consent of the 
Remarketing Agent. 

Section 16. Termination. This Remarketing Agreement shall terminate (except as to 
rights to any fees, expenses and costs payable and rights to indemnity or contribution, which 
shall survive any termination) on the earlier of (a) the removal or resignation of the Remarketing 
Agent pursuant to Section 6 hereof, (b) payment in full of the Bonds, or (c) the Fixed Rate 
Conversion Date. 
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Section 17. Miscellaneous. 

(a) Nothing herein shall be construed to make any party hereto an employee of the 
other or to establish any fiduciary relationship among the Issuer and the Remarketing Agent 
except as expressly provided herein. 

(b) Subject to prior written consent of the Initial Credit Facility Provider, this 
Remarketing Agreement may be amended from time to time only by an instrument in writing 
executed by all the parties hereto; provided however that Section 5 of this Agreement may be 
amended without prior written consent of the Initial Credit Facility Provider. 

(c) The headings contained herein are for convenience of reference only and shall not 
affect in any way the meaning or interpretation of this Remarketing Agreement. 

(d) If any one or more of the covenants, provisions or agreements contained in this 
Remarketing Agreement shall be determined by a court of competent jurisdiction to be invalid, 
the invalidity of such covenants, provisions and agreements shall in no way affect the validity or 
effectiveness of the remainder of this Remarketing Agreement, and this Remarketing Agreement 
shall continue in full force to the fullest extent permitted by law. 

(e) All of the representations, warranties and covenants made in this Remarketing 
Agreement shall remain operative and in full force and effect, regardless of (i) any investigation 
made by or on behalf of any party hereto, (ii) delivery of and any payment for any Bonds 
hereunder, or (iii) termination or cancellation of this Remarketing Agreement.. 

( f )  No covenant, agreement or obligation contained in this Remarketing Agreement 
shall be deemed to be a covenant, agreement or obligation of any present or future director, 
officer, employee, member or agent of the Issuer in his or her individual capacity, and neither the 
directors of the Issuer nor any official thereof executing this Remarketing Agreement shall be 
liable personally on this Remarketing Agreement or be subject to any personal liability or 
accountability by reason of the execution and delivery thereof or by reason of the covenants, 
obligations or agreements of the Issuer contained in this Remarketing Agreement. 

OHS West:260475018.5 



IN WITNESS WHEREOF, the parties hereto have caused this Remarketing Agreement 
to be duly executed in their respective names by their duly authorized officers as of the day and 
year first above written. 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
~udi tor  and Treasurer 

BANC OF AMERICA SECURITIES LLC 

By: 
Principal 



IN WITNESS WHEREOF, the parties hereto have caused this Remarketing Agreement 
to be duly executed in their respective names by their duly authorized officers as of the day and 
year first above written. 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
Auditor and Treasurer 

BANC OF AMERICA SECURITIES LLC 

-. 
By: 

L Vice President 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE OF THE REMARKETING AGENT REGARDING THE OFFICIAL 
STATEMENT 

The undersigned, an authorized officer of Banc of America Securities LLC, as 
remarketing agent under the Remarketing and Interest Service Agreement, dated as of 
August 1 2008, (the "Remarketing Agent") between the Modesto Public Financing Authority and 
the Remarketing Agent does hereby certify that, to the best knowledge of the undersigned, the 
information included in the Official Statement under the caption "REMARKETING" is true and 
correct in all material respects. 

Capitalized terms not defined herein shall have the meaning provided such terms in the 
Bond Purchase Contract, dated August 27, 2008, between Banc of America Securities LLC, as 
underwriter (the "Underwriter") and the Modesto Public Financing Authority (the "Authority"), 
approved by the City of Modesto and related to the purchase by the Underwriter of the above- 
referenced bonds. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 
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Dated: August 28, 2008 

BANC OF AMERICA SECURITIES LLC, 
as Underwriter 

By: 
b Vice President 
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REPORT OF PROPOSED DEBT ISSUANCE 
California Debt and Investment Advisory Commission 
915  Capitol Mall, Room 400, Sacramento, CA 95814 
P.O. Box  942809, Sacramento, C A  94209-0001 
Tel.: (916) 653-3269 Fax: (916) 654-7440 
Completion and timely submittal o f  this form to the Califomla Debt and Investment Advisory Commission (CDIAC) at the above address will assure your compliance w~tb  existing California State law 

and will assist m the maintenance of  a complete database of  pubhc debt in Calrfornia. Thank you for your cooperation.' 

ISSUER NAME Modesto Public Financing Authority 

(If pool bond, hst participants) 

ISSUE NAME Lease Revenue Refunding Bonds, Series 2008 

Please spec~fy typelname of project: 

PROPOSED SALE DATE 8/28/08 PRINCIPAL TO BE SOLD S 70,000,000.00 

:-' No Yes, proposed amount for refunding $ 70,000,000.00 

Issuer Contact 

First Name Wayne Middle Name Last Name Padilla 

Title Director of Finance E-mail wpadiIIa@modestogov.com 

Address City of Modesto Addr. cont. Suite 5200 

Addr. cont. 101 0 Tenth Street Addr. cont. 

City Modesto State CA Zip Code 95353 

Phone 209 577-5371 Extension ISSUER LOCATED IN Stanislaus COUNTY 

Filing Contact : Name of Individual ( representing (& Bond Counsel (^' Financial Advisor :'"' Lead Underwriter ) 

who completed this form and may be contacted for information. 

Name Eric Middle Name D. Last Name Tashman 

FirmlAgency Sidley Austin LLP 

Address 555 California Street 

Addr. cont. Suite 2000 

Addr. cont. 

Addr. cont. 

City San Francisco State CA Zip Code 94104 

Phone 415 772-1 200 Extension E-mail etashrnan@sidley.com 

Send acknowledgement to' Louvena Chiasson-Krueger, Legal Asst E-mail Ichiasso@sidley.com 

FINANCING PARTICIPANTS: 

BOND COUNSEL Sidley Austin LLP 

FINANCIAL ADVISOR Public Financial Management 

UNDERWRITER\PURCHAsER Banc of America Securities LLC 

IS THE INTEREST ON T H E  DEBT TAXABLE? 

Under State law: :& No (tax-exempt) r" ' Yes (taxable) 

Under Federal law: .i' No (tax-exempt <" Yes (taxable) 

If the Issue IS federally tax-exempt, is Interest a spec~fic preference item for the purpose of alternative minimum tax? 
("' Yes, preference item [i' No, not a preference item 

TYPE OF SALE: i".' Competitive #' Negotiated 

I Sectron 885SF;) of the Calfornra Government Code requrres the issuer of any proposed new public debt rssue to grve written notice of the proposed sale to the CDIAC no later than 30 days prror 10 the 
sale Under Calfornra Government Code Secrron 8855(1). "The issuer of any navpublrc deb! issue shall, not later than 45 days after the srgning of the bond purchase contract rn a negorrated orprrvale 
financrng, or after the acceptance of a bid m a competrtive offering, submrr a report offinal sale and official statement ro the Commission The Commrssron may requrre rnformarron to be submrtted m the 
report offinal sale that rs consrdered approprrate 

Section 53583(c)(2)(B) o f  the California Government Code requires that any local agency selling refunding bonds at private sale or on a negotiated basis shall send a written statement, within two 
weeks after the bonds are sold, to the CDIAC explaining the reasons why the local agency determined to sell the bonds at pnvate sale or on a negotiated basis instead of at public sale. 



TYPE OF DEBT INSTRUMENT 

NOTE 
i' Bond anticipation (BAN) 

i" Other note (Please specify below.) (OTHN) 

i" Grant anticipation (GAN) 

f' Revenue anticipation (RAN) 

! ' Tax allocation (TALN) 

i' Tax and revenue anticipation (TRAN) 

(' Tax anticipation (TAN) 

i ' Commercial paper (CP) 

:*' Certificates of participationlleases (COPIL) 

BOND 

:" Conduit revenue (Private obligor) (CRB) 

<' General obligation (GOB) 

r" Limited tax obligation(LT0B) 

,:. Other bond (Please specify below.) (OTHB) 

4S Public lease revenue (PLRB) 

i"' Revenue (Pool) (RB) 

? Revenue (Public enterprise) (PERB) 

iT Sales tax revenue (STRB) 

r Special assessment (SAB) 

c-' Tax allocation (TAB) 

I ' Other (Please specify below.) (OTH) 

Please specify if "Other notelother bondlother" was checked 

SOURCE@) OF REPAYMENT 
r Bond proceeds (BDPR) 

p( General fund of issuing jurisdiction(GNFD) 
r Grants (GRNT) 

r Intergovernmental transfers other than grants (ITGV) 
r Local obligations (LOB) 
K Other (Please specify.) (OTHS) 

Private obligor payments (POP) 

r Property tax revenues (PRTX) 
r Public enterprise revenues (PER) 
r Sales tax revenues (SATR) 
r Special ssessments (SA) 
r Special tax revenues (SPTR) 
r Tax-increment (TI) 

Please specify if "Other" was checked Base Rental Payments pursuant to Lease Agreement 

PURPOSE(S) OF FINANCING 
r Cash flow, interim financing (CFIF) 

Project, interim financing (PIF) 

r Collegeluniversity housing (CUH) 
r Multifamily housing (MFH) 
r Single-family housing (SFH) 

[- Health care facilities (HCF) 
r Hospital (HOSP) 

r Otherlmultiple health care purposes (equipment; etc.)(OMHC) 

r Collegeluniversity facility (CUF) 
r K-12 school facility (KSCH) 
r Otherlmultiple educational uses (equipment, etc.) (OMED) 
r Student Loans (SLC) 

r Redevelopment, multiple uses (RD) 

r Commercial development (CMDV) 
pl Industrial development (INDV) 
r Pollution control (PC) 

r Airport (APRT) 
r Bridges and highways (BRHI) 
/II Convention center (CCTR) 
/-- Equipment (EQUP) 
r Flood controllstorm drainage (FLDS) 
r Multiple capital improvements and public works (MCAP) 
K Other capital improvements and public works (OCAP) 
r Parking (PRKG) 
/-- Parkslopen space (PRKO) 
r Ports and marinas (PRTS) 
r Power generations/transmission (PWR) 
r Prisonsljailslcorrectional facilities (PRSN) 
[-- Public building (PB) 
r Public transit (PTR) 
j-- Recreation and sports facilities (RCSP) 
r Seismic safety improvmentslrepair (SSI) 
/-- Solid waste recovery facilities (SWST) 
/-- Street construction and improvements (SCI) 
[- Wastewater collection and treatment (WSTW) 
r Water supplylstorageldistribution (WTR) 

r lnsurancelpension funds (IPF) 
r Other than listed above(0TH) 

Please specify typelname of project if different from above 



STATE OF CALIFORNIA 

Bill Lockyer 
State Treasurer and Chair 

CALIFORNIA DEBT AND INVESTMENT ADVISORY COMMISSION 
9 15 CAPITOL MALL, ROOM 400 
P.O. BOX 942809 
SACRAMENTO, CA 94209-0001 
TELEPHONE: (9 16) 653-3269 
FAX: (916) 654-7440 

July 28, 2008 

TO : Louvena Chiasson-Krueger 
Sidley Austin LLP 

555 California St Ste 2000 
San Francisco, CA 94104 

FROM: John Decker, Executive Director 

RE : ACKNOWLEDGEMENT OF REPORT OF PROPOSED DEBT ISSUANCE 

Section 8855(k) of the California Government Code requires written notice to be 
given to the California Debt and Investment Advisory Commission (CDIAC) no later 
than 30 days prior to the proposed sale of any public agency debt issue. 

CDIAC acknowledges receipt of your notice of the following proposed debt issuance: 

CDIAC Nbr: 2008-0942 

Issuer: Modesto Public Financing Authority 

Project: Other capital improvements, public works 

Proposed Amount: $70,000,000.00 
Proposed Sale Date: August 28, 2008 

Date Notice Received: July 25, 2008 

Issuers may electronically file the Report of Final Sale through CDIAC's 
website, using the following information: 

CDIAC Nbr: 
Password: 

A CDIAC Number and Password will be provided for each electronic filing of the 
Report of Proposed Debt Issuance. This information is unique to this filing 
and must be used for any subsequent reporting under this CDIAC Number. 

Please submit the Report of Final Sale and the Official Statement(or Offering 
Memorandum) on this issue within 45 days of the signing of the bond purchase 
contract or the acceptance of a bid to purchase the debt, to 
www.treasurer.ca.gov/cdiac/reporting.htm under the heading "Reporting Forms". 
Official Statements or Offering Memorandums can be sent by e-mail to 
CDIAC~issuance@treasurer.ca.gov. 

Any questions regarding reporting requirements may be directed to the CDIAC's Data 
Unit at (916) 653-3269. 

Cc: Wayne Padilla 
Finance Director 



REPORT OF FINAL SALE 
California Debt and Investment Advisory Commission 
915 Capitol Mall, Room 400, Sacramento, CA 95814 
P.O. Box 942809, Sacramento, CA 94209-0001 
Tel.: (916) 653-3269 FAX: (916) 654-7440 

For  Office Use Only 

- .  . . .  
. . , . .  : .  

- . -- .-- 

Under California Government Code Section 8855(i), "The issuer of any new public debt issue shall, not 
later than 45 days after the slgning of the bond purchase contract In a negotiated or private financing, or 
after the acceptance of a bid in a competltlvc offering, subm~t a report of final sale and official statement 
to the Commission. The Commission may require lnformatlon to be submitted in the report of final sale 
that 1s cons~dered appropriate." 

ISSUER NAME: 
Modesto Public Financing Authority 

(If pool bond, l~st  part~c~pants) 

ISSUENAME: Lease Revenue Refunding Bonds, Series 2008 

I F  THIS IS  A POOLED FINANCING, WHICH ISSUANCE STATUTE IS IT  AUTHORIZED UNDER? 

1) Marks-Roos Local Bond Pooling Act 0 2) JPA Law 0 3) Installment Sales Agreement, Lcose ... 0 4) Housing Revenue Bond Law Sr 
Industrial Development Bond Law O 5) Other - 
WILL A VALIDATION ACTION BE PURSUED: 0 No 0 Yes a Unknown 

ACTUAL SALE DATE: 8/28/08 PRINCIPAL SOLD: $ 65 170 OoO 

I S  ANY PORTION O F  T H E  DEBT F O R  REFUNDING?' 

0 No B Yes, refunding amount (including costs) $ 170 O0 

Issuer Contact: 

Name: Wayne Padilla 

Title: Auditor & Treasurer 

Address: 1010 Tenth Street, Suite 5200 

phone: 209 577-5371 E - M ~ ~ I :  wpadilla@modestogov . com Issuer IJocated in Stanislaus County 

Filing Contact: Name of Individual (representing: Bond Counsel, I Issuer, 7 Financial Advisor, or 11 Lead Undenvriter) who completed this 

form and may be contacted for information: 

Name: Tl' Canner 

~ i r m / ~ ~ ~ ~ ~ ~ :  Sidley Austin LLP 

Address: 555 California, Suite 2000 

Phone: 415 772-1200 E - M ~ ~ I :  tconner@sidley.com 

Send acknowledgement/copies to: X u v e n a  Chiasson-Krueger - E-mail: lchiasso@sidley. com 

Name of individual to  whom an invoice for the  CDIAC issue fee should be sent:' 

Name: Kim Nakahara 

~ i ~ ~ :  Bank of America Securities LLC 

~ d d ~ ~ ~ ~ :  600 Montgomery Street, Suite 1800, San Francisco, CA 94111 

CDIAC: Report  of Final Sale Page 2 

' Section 53583(c)(2)(8) of the Calrfornia Government Code requlres that any local agency selling refunding bonds at private sale or on a negotiated basis shall send 
a written statement, within two week  afrer the bonds are sold, to the CDIAC explainrng the reasons why the local agency determined to sell the bonds at a private 
sale or on a negotiated basis instead of at public sale. 

This fee is authorized by Section 8856 of the California Government Code and is charged to the lead underwriter or purchaser of the issue. The fee is 
adminrstratively set by the Commissron The current fee schedule may be obtarnedfrom CDIAC. 
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FINANCING PARTICIPANTS (Firm name) OFFICE LOCATION (City/State) 

FINANCIAL ADVISOR: Public Financial Mgmt . San Francisco 

LEAD UNDERWRITERPURCHASER: Bank of America Securities LLC, San Francisco 

BOND COUNSEL: Sidley Austin LLP San Francisco 

TRUSTEEIPAYINGAGENT: Bank of New York Mellon Trust San Francisco 

MATURITY SCHEDULE 

L] Attached @ Included in Official Statement IS THE INTEREST ON THE DEBT TAXABLE? 

MATURITY STRUCTURE 
Under State Law: No (tax-exempt) O Yes (taxable) 

B Serial (S) 0 Term (T) Under Federal Law: 5 No (tax-exempt) O Yes (taxable) 
0 Serial and term bonds or two or more term (B) If the issue is federally tax-exempt, is interest a specific preference 

FINAL MATURITY DATE: 9/1 /2033  
item for the purpose of alternative minimum tax? O Yes M No 

FIRST OPTIONAL CALL DATE: 
INTEREST TYPE: 0 NIC 0 TIC a Variable 

SENIORISUBORDINAI'E STRUCTURE 0 Yes C] NG 
INTEREST COST: 3 . 6 7  % 

OFFICIAL STATEMENTIOFFERING MEMORANDUM: 

8 Enclosed 17 None prepared CAPITAL APPRECIATION BOND: 0 Yes P] No 

WAS THE ISSUE INSURED OR GUARANTEED? ISSUANCE COSTS AND FEES: 
0 No A) Management Fee $ 6 5 , 1 7 0 . 0 0  

u Bond Insurance (I) 

B Letter of Credit (L) 

0 State Intercept Program (T) 

0 Other (0) 

B) Total Takedown $ 9 7 , 7 5 5 . 0 0  

C) Underwriter Expenses $ 3 5 , 9 4 3 . 0 0  

Underwriter Spread or Discount $ 1 9 8 , 8 6 8 . 0 0  

GUARANTOR: Bank of America, N.A. D) Bond Counsel $ 1 3 0 , 0 0 0 . 0 0  

ENHANCEMENT EXPIRATION DATE: I E, $ 4 5 , 0 0 0 . 0 0  

INDICATE CREDIT RATING: F) Financial Advisor $ 2 9 , 5 0 0 . 0 0  

(For example, "AAA" or "Aaa") G) Rating Agency $ 5 5 , 2 0 0 . 0 0  

0 Not Rated H) Credit Enhancement $ 1 1 3 , 0 3 4 . 0 0  
fl Rated 
Standard & Poor's: m+ 
Fitch: AA 
Moody's 
Other: 

REASON FOR NEGOTIATED REFUNDINGS 
If the issue is a negotiated refunding, indicate the reason(s) why 
the bonds were issued at a private or negotiated versus a 
competitive sale. 
fl (1) Timing of the sale provlded more f l e x ~ b ~ l ~ t y  than a publ~c sale 
[? (2) More cost savings were expected to be realized than a publlc sale 
a (3) More flexibil~ty In debt structure was available than a public sale 
ti] (4) Issuer able to work with partlclpants farnll~ar wlth issuelr than a publlc 

sale 

0 (5) All of the above 

0 ( 6 )  Other (please spec~fy) 

I) Trustee Fee $ 1 , 5 0 0 . 0 0  

J) Other Expenses $ 3 2 , 2 3 2 . 0 0  

Total Issuance Costs $ 6 0 5 , 3 3 4 . 0 0  

K) ORIGINAL ISSUE PREMIUM $ N/A 

L) ORIGINAL ISSUE DISCOUNT $ N/A 

M) NET ORIGINAL ISSUE 
DISCOUNTPREMIUM $ N/A 

FOR OFFICE USE ONLY 
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MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE OF CREDIT FACILITY PROVIDER 
(Pursuant to Section (8)(f)(17) of the Purchase Contract) 

The undersigned, an authorized representative of Bank of America, N.A., as credit 
facility provider (the "Credit Facility Provider"), under the Reimbursement Agreement dated as 
of August 1, 2008 (the "Reimbursement Agreement"), by and among the Modesto Public 
Financing Authority (the "Authority"), the City of Modesto (the "City") and the Credit Facility 
Provider, which provides for the delivery by the Credit Facility Provider of a letter of credit (the 
"Credit Facility") to support payment of the Authority's Lease Revenue Refunding Bonds, Series 
2008, hereby certifies as follows: 

(i) the Credit Facility has been duly authorized, executed and delivered by the Credit 
Facility Provider as evidenced by the Assistant Secretary's Certificate of the Bank of America, 
National Association, attached hereto as Exhibit A; 

(ii) the Credit Facility Provider has full power and authority to carry out its 
obligations under the Credit Facility; 

(iii) there is no action, suit, proceeding, inquiry or investigation at law or in equity 
before or by any court, public board or body pending or known to be threatened against or 
affecting the Credit Facility Provider where an unfavorable decision, ruling or finding would 
adversely affect the transactions contemplated by the Credit Facility; and 

(iv) the information contained in the Official Statement, dated August 26, 2008, in so 
far as such statements constitute summaries of the matters referred to therein, accurately reflect 
and fairly present the information purported to be shown and, in so far as such statements 
describe the Credit Facility Provider, fairly and accurately describe the Credit Facility Provider 
and the Credit Facility. 

All capitalized terms not defined herein shall have the meanings specified in the Purchase 
Contract. 
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Dated: August 28,2008 

BANK OF AMERICA, N.A., 
as Credit Facility Provider 

Aut rized Representative 
BY: : 



EXHIBIT A 



ASSISTANT SECRETARY'S CERTIFICATE 
OF 

BANK OF AMERICA, NATIONAL ASSOCIATION 

The undersigned, Christine Costamagna, an Assistant Secretary of BANK OF AMERICA, 
NATIONAL ASSOCIATION (the "Association"), a national banking association organized and 
existing under the laws of the United States of America, having its principal place of business in the 
City of Charlotte, County of Mecklenburg, State of North Carolina, does hereby certify that: 

1. The following person has been duly elected or appointed and has duly qualified as 
an officer of the Association and holds the office set forth below opposite the officer's name, and - - 
that the specimen signature set forth opposite her name below is genuine: 

Sharon Sacks Vice President 

2. The following is a true and correct copy of Article V, Section 2 of the Bylaws of the 
Association: 

Section 5.2. Execution of Instruments. All agreements, indentures, 
mortgages, deeds, conveyances, transfers, contracts, checks, notes, drafts, loan 
documents, letters of credit, guarantees, master agreements, swap agreements, 
security and pledge agreements, guarantees of signatures, certificates, 
declarations, receipts, discharges, releases, satisfactions, settlements, petitions, 
schedules, accounts, affidavits, bonds, undertakings, powers of attorney, and 
other instruments or documents may be signed, executed, acknowledged, 
verified, attested, delivered or accepted on behalf of the Association by the 
Chairman of the Board, the President, any Vice Chairman of the Board, any 
Division President, any Managing Director, any Principal, any Vice President, 
any Assistant Vice President, or any individual who is listed on the 
Association's personnel records in a position equal to any of the aforementioned 
officer positions, or such other officers, employees or agents as the Board of 
Directors or any of such designated officers or individuals may direct. The 
provisions of this Section 5.2 are supplementary to any other provision of these 
Bylaws and shall not be construed to authorize execution of instruments 
otherwise dictated by law. 

IN WITNESS WHEREOF, the undersigned has duly executed this Certificate on the date 
and in the capacity set forth below. 

Dated: August 27,2008 

Assistant Secretary w 

Bank of America, National Association 



EXECUTION COPY 

ESCROW AGREEMENT 
RELATING TO THE REDEMPTION OF ALL OUTSTANDING 

MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE BONDS, SERIES 1998 

(CAPITAL IMPROVEMENTS AND REFINANCING PROJECT) 

THIS ESCROW AGREEMENT (the "Escrow Agreement"), dated August 28, 2008, by 
and between the Modesto Public Financing Authority (the "Authority") and The Bank of New 
York Mellon Trust Company, N.A., as escrow agent (the "Escrow Agent") hereunder and as 
successor trustee with respect to the Refunded 1998 Bonds referred to below; 

W ' I T N E S S E T H :  

WHEREAS, pursuant to Article 4 of Chapter 5 of Division 7 of Title 1 of the 
Government Code of the State of California (the "Act") and a Trust Indenture, dated as of 
March 1, 1998 (the "1998 Indenture"), by and between the Authority and The Bank of New York 
Mellon Trust Company, N.A., as successor trustee with respect to the Refunded 1998 Bonds (the 
"Trustee"), the Authority previously issued its Lease Revenue Bonds, Series 1998 (Capital 
Improvements and Refinancing Project) in an aggregate principal amount of $61,430,000 (the 
"Series 1998 Bonds"); and 

WHEREAS, pursuant to the Act and an Indenture, dated as of August 1,2008 (the "2008 
Indenture"), by and between the Authority and The Bank of New York Mellon Trust Company, 
N.A., as trustee (the "2008 Trustee"), the Authority has determined to issue its $65,170,000 
aggregate principal amount of Lease Refunding Revenue Bonds, Series 2008 (the "Series 2008 
Bonds") for the purpose, among others, of current refunding all of the outstanding Series 1998 
Bonds in the amount of $3,760,000 (hereinafter the "Refunded 1998 Bonds"); and 

WHEREAS, by irrevocably depositing with the Escrow Agent a specified amount of the 
proceeds from the sale of the Series 2008 Bonds, together with certain other available funds, and 
directing the Escrow Agent to invest such amounts in certain investments satisfying the criteria 
set forth in Article XI1 of the 1998 Indenture (herein, the "Federal Securities"), the Escrow 
Agent will have money sufficient to pay the principal, interest and redemption premium of the 
Refunded 1998 Bonds as provided herein; 

NOW THEREFORE, in consideration of the mutual covenants and agreements herein 
contained, the Authority and the Escrow Agent agree as follows: 

SECTION 1. Deposit of Moneys. The Authority hereby deposits or causes to be 
deposited with the Escrow Agent $3,898,057.94, consisting of (a) $3,355,941.69, representing a 
portion of the proceeds of the sale of the Series 2008 Bonds and (b) $542,116.25 of moneys from 
the funds and accounts held under the 1998 Indenture; all to be held in irrevocable escrow by the 
Escrow Agent separate and apart from other funds and accounts of the Authority and the Escrow 
Agent, in a fund hereby created and established to be known as the "Series 1998 Bonds Escrow 
Fund," to be applied solely as provided in this Escrow Agreement. This deposit is at least equal 
to an amount sufficient to purchase the Federal Securities in accordance with Section 2 hereof. 



SECTION 2. Investment of Moneys. The Escrow Agent acknowledges receipt of the 
moneys described in Section 1 and agrees to invest $3,355,941.00 in the Federal Securities set 
forth in Exhibit A hereto on August 29, 2008 and to deposit the Federal Securities in the Series 
1998 Bonds Escrow Fund. The Escrow Agent shall hold the balance of $542,116.94 uninvested. 

SECTION 3. Investment of Any Remaining; Moneys. In the event that the Escrow Agent 
receives any payment of principal or interest from the Federal Securities prior to the date on 
which such payment is required for the purposes set forth herein, the Escrow Agent shall, at the 
written direction of the Authority, reinvest the amount of such payment, or any portion thereof, 
in noncallable direct obligations of the United States of America (including obligations issued or 
held in book-entry form on the books of the Department of the Treasury of the United States of 
America) maturing not later than the date on which such payment or portion thereof is required 
for the purposes set forth in Section 5, as verified in a report prepared by an independent certified 
public accountant or firm of certified public accountants of favorable national reputation 
experienced in the refunding of obligations of public agencies, and provided the Authority has 
obtained and delivered to the Escrow Agent an unqualified opinion of nationally recognized 
bond counsel that such reinvestment will not adversely affect the exclusion from gross income of 
interest on the Refunded 1998 Bonds for purposes of federal income taxation. Any interest 
income resulting from investment or reinvestment of moneys pursuant to this Section 3 which is 
not required for the purposes set forth in this Section 3 or Section 5, as verified in the Cash Flow 
Verification Report (the "Report") of Grant Thornton LLP originally obtained by the Authority 
with respect to the refunding of the Refunded 1998 Bonds or in any other report prepared by an 
independent certified public accountant or firm of certified public accountants of favorable 
national reputation experienced in the refunding of obligations of public agencies, shall be paid 
to the Authority promptly upon the receipt of such interest income by the Escrow Agent. In the 
absence of such written direction the Escrow Agent shall hold such amounts uninvested. 

SECTION 4. Substitution of Securities. Upon the written request of the Authority, and 
to the conditions and limitations herein set forth and applicable governmental rules and 
regulations, the Escrow Agent shall sell, redeem or otherwise dispose of the Federal Securities, 
provided there are substituted therefor from the proceeds of the Federal Securities noncallable 
direct obligations of the United States of America (including obligations issued or held in book- 
entry form on the books of the Department of the Treasury of the United States of America), but 
only after the Authority has obtained and delivered to the Escrow Agent (i) an unqualified 
opinion of nationally recognized bond counsel that such reinvestment will not adversely affect 
the exclusion from gross income of interest payable on the Refunded 1998 Bonds for purposes of 
federal income taxation, and (ii) a report by an independent certified public accountant or firm of 
certified public accountants to the effect that such reinvestment will not adversely affect the 
sufficiency of the amounts of securities, investments and money in the Series 1998 Bonds 
Escrow Fund to pay the principal and redemption premium of 1 .O% of the principal amount to be 
redeemed, and interest on the Refunded 1998 Bonds, as provided in Section 5. The Escrow 
Agent shall not be liable or responsible for any loss resulting from any reinvestment made 
pursuant to this Escrow Agreement and in full compliance with the provisions hereof. 



SECTION 5. Payment of Refunded 1998 Bonds. 

(a) Payment. From the maturing principal of the Federal Securities and the 
investment income and other earnings thereon and other moneys on deposit in the Series 1998 
Bonds Escrow Fund, the Escrow Agent shall, apply the amounts on deposit in the Series 1998 
Bonds Escrow Fund to pay on September 1, 2008, the principal of the Refunded 1998 Bonds 
maturing on September 1, 2008, together with the interest accrued thereon, and to pay on 
September 29, 2008 (the "Redemption Date"), the redemption price of 101 .O% of the principal 
amount of the Refunded 1998 Bonds maturing on and after September 1, 2009, together with 
interest accrued thereon to the Redemption Date. 

(b) Irrevocable Instructions to Provide Notice. The Escrow Agent hereby 
acknowledges that the Authority as previously given irrevocable instructions for the Escrow 
Agent to give notice of redemption in accordance with the 1998 Indenture and that such notice 
shall be given on August 28, 2008. The instructions and form of notice are attached hereto as 
Exhibit B. 

(c) Unclaimed Moneys. Any moneys which remain unclaimed for two years after the 
date such moneys have become due and payable hereunder shall be repaid by the Escrow Agent 
to the Authority, and the Escrow Agent shall thereupon be released and discharged with respect 
thereto, and the holders of the Refunded 1998 Bonds shall look only to the Authority for the 
payment on the Refunded 1998 Bonds; provided, however, that before making such repayment 
to the Authority, the Escrow Agent shall, at the expense of the Authority, cause to be mailed to 
the holders of any unredeemed Refunded 1998 Bonds, a notice that such money remains 
unclaimed and that, after a date set forth in the notice, which date shall not be less than 
thirty (30) days after the date of mailing of the notice, the balance of the money then unclaimed 
will be returned to the 2008 Trustee and deposited in the Interest Account of the Debt Service 
Fund under the 2008 Indenture. 

(d) Priority of Payments. The owners of the Refunded 1998 Bonds shall have a lien 
on moneys and securities in the Series 1998 Bonds Escrow Fund which are allocable and 
sufficient to repay the Refunded 1998 Bonds, including the redemption premium thereon, in 
accordance with this Escrow Agreement, as verified by the Report, until such moneys and such 
securities are used and applied as provided in this Escrow Agreement. 

(e) Termination of Obligation. As provided in the 1998 Indenture, upon deposit of 
moneys with the Escrow Agent in the Series 1998 Bonds Escrow Fund as set forth in Section 1 
hereof and the purchase of the various Federal Securities as provided in Section 2 hereof, and 
notice of, or provision for notice of, defeasance and redemption having been given as set forth in 
Section 5(b) hereof, the Bonds are deemed to have been paid in accordance with its terms and all 
right, title and interest of the Trustee under the 1998 Indenture shall cease, except only with 
respect to the obligation of the Authority to pay or cause to be paid to the Owners (as defined in 
the 1998 Indenture) of such Refunded 1998 Bonds all sums due thereon from amounts set aside 
for such purpose in the Series 1998 Bonds Escrow Fund, as provided herein. 



SECTION 6. Performance of Duties. The Escrow Agent agrees to perform only the 
duties set forth herein and shall have no responsibility to take any action or omit to take any 
action not set forth herein. 

SECTION 7. Escrow Agent's Authority to Make Investments. Except as provided in 
Sections 2, 3 and 4 hereof, the Escrow Agent shall have no power or duty to invest any funds 
held under this Escrow Agreement or to sell, transfer or otherwise dispose of the cash or Federal 
Securities held hereunder. 

SECTION 8. Indemnity. The Authority hereby assumes liability for, and agrees 
(whether or not any of the transactions contemplated hereby are consummated) to indemnify, 
protect, save and keep harmless the Escrow Agent and its respective successors, assigns, agents, 
officers, directors, employees and servants, from and against any and all liabilities, obligations, 
losses, damages, penalties, claims, actions, suits, costs, expenses and disbursements (including 
reasonable legal fees and disbursements) of whatever kind and nature which may be imposed on, 
incurred by, or asserted against, the Escrow Agent at any time (whether or not also indemnified 
against the same by the Authority or any other person under any other agreement or instrument, 
but without double indemnity) in any way relating to or arising out of the execution, delivery and 
performance of this Escrow Agreement, the establishment hereunder of the Series 1998 Bonds 
Escrow Fund, the acceptance of the cash and securities deposited therein, the purchase of the 
Federal Securities, the retention of the Federal Securities or the proceeds thereof, and any 
payment, transfer or other application of moneys or securities by the Escrow Agent in 
accordance with the provisions of this Escrow Agreement; provided, however, that the Authority 
shall not be required to indemnify the Escrow Agent against the Escrow Agent's own negligence 
or willful misconduct or the negligence or willful misconduct of the Escrow Agent's employees 
or the willful breach by the Escrow Agent of the terms of this Escrow Agreement. In no event 
shall the Authority or the Escrow Agent be liable to any person by reason of the transactions 
contemplated hereby other than to each other as set forth in this Section. The indemnities 
contained in this Section shall survive the termination of this Escrow Agreement. 

SECTION 9. Responsibilities of Escrow Agent. The Escrow Agent and its agents and 
servants shall not be held to any personal liability whatsoever, in tort, contract, or otherwise, in 
connection with the execution and delivery of this Escrow Agreement, the establishment of the 
Series 1998 Bonds Escrow Fund, the acceptance of the moneys or securities deposited therein, 
the purchase of the Federal Securities, the retention of the Federal Securities or the proceeds 
thereof, the sufficiency of the Federal Securities to pay the Refunded 1998 Bonds or any 
payment, transfer or other application of moneys or obligations by the Escrow Agent in 
accordance with the provisions of this Escrow Agreement, or by reason of any non-negligent act, 
non-negligent omission or non-negligent error of the Escrow Agent made in good faith in the 
conduct of its duties. The recitals of fact contained in the "Whereas" clauses herein shall be 
taken as the statements of the Authority, and the Escrow Agent assumes no responsibility for the 
correctness thereof or the correctness of any recitals or statements contained in the Refunded 
1998 Bonds. The Escrow Agent makes no representation as to the sufficiency of the Federal 
Securities to accomplish the refunding of the Refunded 1998 Bonds or to the validity of this 
Escrow Agreement as to the Authority and, except as otherwise provided herein, the Escrow 
Agent shall incur no liability with respect thereto. The Escrow Agent shall not be liable in 
connection with the performance of its duties under this Escrow Agreement except for its own 



negligence, willful misconduct or willful breach, and the duties and obligations of the Escrow 
Agent shall be determined by the express provisions of this Escrow Agreement. The Escrow 
Agent shall be under no obligation to inquire into or be in any way responsible for the 
performance or nonperformance by the Authority of its obligations. The Escrow Agent may 
consult with counsel, who may or may not be counsel to the Authority, and in reliance upon the 
written opinion of such counsel shall have full and complete authorization and protection in 
respect of any action taken, suffered or omitted by it in good faith in accordance therewith. 
Whenever the Escrow Agent shall deem it necessary or desirable that a matter be proved or 
established prior to taking, suffering, or omitting any action under this Escrow Agreement, such 
matter may be deemed to be conclusively established by a certificate signed by an officer of the 
Authority. No provision of this Escrow Agreement shall require the Escrow Agent to expend or 
risk its own funds or otherwise incur any financial liability in the performance or exercise of any 
of its duties hereunder, or in the exercise of its rights or powers, if it shall have reasonable 
grounds for believing that repayment of such funds or adequate indemnity against such risk or 
liability is not reasonably assured to it. 

SECTION 10. Amendments. This Escrow Agreement is made for the benefit of the 
Authority and the owners of the Refunded 1998 Bonds and it shall not be repealed, revoked, 
altered or amended without the written consent of all such owners obtained in accordance with 
the provisions of the 1998 Indenture, the Escrow Agent and the Authority; provided, however, 
that the Authority and the Escrow Agent may, without the consent of, or notice to, such owners, 
amend this Escrow Agreement or enter into such agreements supplemental to this Escrow 
Agreement as shall not adversely affect the rights of such owners and as shall not be inconsistent 
with the terms and provisions of this Escrow Agreement or the 1998 Indenture, for any one or 
more of the following purposes: (i) to cure any ambiguity or formal defect or omission in this 
Escrow Agreement; (ii) to grant to, or confer upon the Escrow Agent for the benefit of the 
owners of the Refunded 1998 Bonds, any additional rights, remedies, powers or authority that 
may lawfully be granted to, or conferred upon, such owners or the Escrow Agent; and (iii) to 
include under this Escrow Agreement additional funds, securities or properties. The Escrow 
Agent shall be entitled to rely conclusively upon an unqualified opinion of nationally recognized 
bond counsel with respect to compliance with this Section, including the extent, if any, to which 
any change, modification, addition or elimination affects the rights of the owners of the 
Refunded 1998 Bonds or that any instrument executed hereunder complies with the conditions 
and provisions of this Section. 

SECTION 11. Term. This Escrow Agreement shall commence upon its execution and 
delivery and terminate on the later to occur of either (i) the date upon which the Refunded 
1998 Bonds have been paid in accordance with this Escrow Agreement or (ii) the date upon 
which no unclaimed moneys remain on deposit with the Escrow Agent pursuant to Section 5(c) 
of this Escrow Agreement. 

SECTION 12. Compensation. The Escrow Agent shall receive its reasonable fees and 
expenses as previously agreed to by the Escrow Agent and the Authority; provided, however, 
that under no circumstances shall the Escrow Agent be entitled to any lien whatsoever on any 
moneys or obligations in the Series 1998 Bonds Escrow Fund for the payment of fees and 
expenses for services rendered or expenses incurred by the Escrow Agent under this Escrow 



Agreement until payment or provision for payment in full of the Refunded 1998 Bonds has been 
made. 

SECTION 13. Severabilitv. If any one or more of the covenants or agreements provided 
in this Escrow Agreement on the part of the Authority or the Escrow Agent to be performed 
should be determined by a court of competent jurisdiction to be contrary to law, such covenants 
or agreements shall be null and void and shall be deemed separate from the remaining covenants 
and agreements herein contained and shall in no way affect the validity of the remaining 
provisions of this Escrow Agreement. 

SECTION 14. Counterparts. This Escrow Agreement may be executed in counterparts, 
any of which shall be regarded for all purposes as an original but all of which shall constitute and 
be but one and the same instrument. 

SECTION 15. govern in^ Law. This Escrow Agreement shall be governed by and 
construed in accordance with the laws of the State of California. 

SECTION 16. Insufficient Funds. If at any time the moneys and investments in the 
Series 1998 Bonds Escrow Fund, including the anticipated proceeds of and earnings thereon, will 
not be sufficient to make all payments required by this Escrow Agreement, or, in the event the 
Escrow Agent has failed to receive instructions for the reinvestment of the Federal Securities 
pursuant to Section 3 hereof, the Escrow Agent shall notify the Authority, in writing, 
immediately upon becoming aware of such deficiency, the amount thereof, and, if known to it, 
the reason therefor, or of such failure to receive the reinvestment instructions. Upon receipt of 
such notice, the Authority shall, as the case may be, either promptly deposit with the Escrow 
Agent for deposit in the Series 1998 Bonds Escrow Fund the amount necessary to cure any such 
deficiency, or provide written instruction to the Escrow Agent to reinvest any remaining moneys 
pursuant to the requirements of Section 3 hereof. The Escrow Agent shall have no further 
responsibility regarding any such deficiency. 
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IN WITNESS WHEREOF, the parties hereto have caused this Escrow Agreement to be 
executed by their duly authorized officers as of the date first above written. 

MODEST0 PUBLIC FINANCING AUTHORITY 

UZ-w 
By: 

Authorized Signatory 

THE BANK OF NEW YORK MELLON TRUST 
COMPANY, N.A., as Escrow Agent 

By: 
Authorized Signatory 



SCHEDULE A 

FEDERAL SECURITIES 

I. Bond Proceeds Escrow Securities 

TYPE MATURITY DATE 

SLGS 9/29/2008 

PAR AMOUNT 

$3,355,941 

SA- I 

COUPON 

1.750% 
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INSTRUCTIONS TO THE TRUSTEE AND 
THE FORM OF NOTICE OF REDEMPTION 



INSTRUCTIONS TO TRUSTEE REGARDING REDEMPTION 

MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE BONDS, SERIES 1998 

(CAPITAL IMPROVEMENTS AND REFINANCING PROJECT) 

To: The Bank of New York Mellon Trust Company, N.A., as Trustee 
550 Kearny Street, Suite 600 
San Francisco, California 941 08 
Attention: Julia Sun 

Pursuant to Section 6.01(b) of the Trust Indenture, dated as of March 1, 1998 (the "Indenture"), 
by and between the Modesto Public Financing Authority (the "Authority") and The Bank of New York 
Mellon Trust Company, N.A., as successor trustee (the "Trustee"), the Authority hereby notifies and 
directs you as follows with respect to the above-captioned bonds (the "Bonds"): 

1. you are hereby authorized, directed and irrevocably instructed, as Trustee under the 
Indenture, to execute and deliver all instruments as may be necessary to pay when due the 
outstanding principal of and interest on the Bonds to and including September 29, 2008, 
and to redeem all the Outstanding Bonds on such date at a redemption price of 10 1 % of the 
principal amount thereof, together with interest accrued thereon to the date of redemption, 
all in accordance with Article VI of the Indenture, including the giving of notice of 
redemption, in substantially the form attached hereto as Exhibit A, to the Holders of Bonds 
on August 28,2008, as required by Section 6.02; 

2. further, you are hereby authorized, directed and irrevocably instructed to give the notice of 
the redemption referenced above by overnight mail or by such other acceptable means to 
the Bond Insurer, Information Services and The Depository Trust Company; and 

3. further, you are hereby directed to cancel such Bonds upon redemption. 



Exhibit A 

NOTICE OF REDEMPTION 

MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE BONDS, SERIES 1998 

(CAPITAL MPROVEMENTS AND REFINANCING PROJECT) 

NOTICE IS HEREBY GIVEN to the owners of the above-captioned Bonds (the "Bonds") that, pursuant to the Trust 
Indenture, dated as of March 1, 1998 (the "Indenture"), by and between the Modesto Public Financing Authority 
(the "Authority") and The Bank of New York Mellon Trust Company, N.A., as successor trustee (the "Trustee"), the 
above-referenced Bonds, originally issued on March 11, 1998, have been called for full redemption on 
September 29, 2008 (the "Redemption Date") at the redemption price of 101% of the principal amounts set forth 
below: 

Maturity Principal Amount 
(September 1) Interest Rate to be Redeemed CUSIP No* 

607796 BJ7 
607796 BK4 
607796 BL2 
607796 BMO 
607796 BN8 
607796 BP3 
607796 BQ 1 
607796 BR9 
607796 BS7 
607796 BT5 

On the Redemption Date, the Bonds to be redeemed will be payable from the proceeds of refunding bonds issued by 
the Authority, together with other available moneys, at a redemption price of 101% of the principal amount thereof, 
together with interest accrued thereon to the Redemption Date. On the Redemption Date, there shall become due 
and payable upon each Bond to be redeemed, to the person whose name appears on the registration books of the 
Trustee as the registered owner thereof, the redemption price thereof as set forth above. From and after the 
Redemption Date, interest on the Bonds so redeemed will cease to accrue. 

Owners of such Bonds should present such Bonds on the redemption date at the following address: 

First Class/Renistered/Certified Exuress Delivew Onlv: Bv Hand Onlv: 
The Bank of New York Mellon The Bank of New York The Bank of New York Mellon 
Trust Company, N.A. Mellon Trust Company, N.A. Trust Company, N.A. 
Global Corporate Trust Global Corporate Trust Corporate Trust Window 
P.O. Box 396 11 1 Sanders Creek Parkway 101 Barclay Street 
East Syracuse, New York 13057 East Syracuse, New York 13057 First Floor East 

New York, NY 10286 

Dated: August 28,2008 

By: THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A., as successor Trustee 



NOTICE 

Withholding of 28% of gross redemption proceeds of any payment made within the United States may be 
required by the Jobs and Growth Tax Relief Reconciliation Act of 2003 (the "Act"), unless the Paying Agent has the 
correct taxpayer identification number (social security or employer identification number) or exemption certificate 
of the payee. Please h i s h  a properly completed Form W-9 or exemption certificate or equivalent when presenting 
your securities. 

*The Authority and the Trustee shall not be responsible for the use of the CUSIP number(s) selected, nor is 
any representation made as to their correctness indicated in the notice or as printed on any Bond. They are included 
solely for the convenience of the holders. 



All capitalized terms not defined herein shall have the meanings specified in the Indenture. 

Dated: August 20,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

BY: <TP- - 
Authorized Representative 

Accepted by: 

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

/ ,hluth&zed Representative 



ezDisclose.com Page 1 of 1 

Official Confirmation of SEC Required Notifications to Depositories, 

FCC Ref #: 222595 
Issuer: Modesto Public Financing Authority 
Issue Title: Lease Revenue Bonds, Series 1998 
Action Date: 9/29/2008 
Pub Date: 8/28/2008 
Account: 
Note: Redemption 

Firm 
Bloomberg 
DPC Data Inc. 

DTC 
FII 

IDC NRMSIR 
Mergent FIS 
Standard & Poors 

Date Sent Representative 
8/28/2008 Ken Fay; Gabriela Samynek 

8/28/2008 Peter Schmiditt; Britt Aiarno 

8/28/2008 Tom Cavagnetto; Jackie Jarrett; Kathy Caziarc 
8/28/2008 Andreas McClamb; Don Hardie 
8/28/2008 Joan Donovan; Eileen DonneIly 
8/28/2008 Karen Peterson; Martha Straite 
8/28/2008 Nina Cavallo; Liz Toro 

State of New York 
City and County of New York: 
I, Eric June, being duly sworn according to law, depose and say that I am the Director of Disclosure for Fiduciary Cornrnunications 
Company and that the above described notice was sent to the above listed organizations, acting through their duly designated 
representatives shown above. 

Date: 8/28/2008 
Eric June 
Director, Disclosure 



NOTICE OF PARTIAL REDEMPTION TO THE HOLDERS OF 

MODEST0 PUBLIC FINANCING AUTHORITY 
Lease Revenue Bonds, Series 1998 

NOTICE IS HEREBY GIVEN that, pursuant to the applicable provisions of the governing documents of the above c a p  
tioned Bonds (the "Bonds"), $3,310,000 principal amount of the Bonds will be redeemed on September 29,2008, at the ref- 
erenced Redemption Price, together with interest accrued to September 29,2008. From and after September 29,2008, inter- 
est on the Bonds shall cease to accrue. 

The following Bonds will be redeemed and paid upon presentation to the ofiice(s) shown below. 

*CUSIP Number Rate Maturity Redemution Price Bond Number Amount Caned 
607796TjJ7 Variable 09/01R009 IOl.W/o BOOK-9 $30,000 
607796BK4 Vanable 09/01/2010 101.Wh BOOK-I0 $35,Oo 
60796BL2 Variable 09/01/2013 101.000/0 BOOK- 1 l Woo0 
6077%BM0 Variable 09/01/2012 IO1.Wh BOOK-12 $4s,oOO 
607796BN8 Variable 09/01i2013 101.Wh BOOK-13 $S5,oOO 
607796BP3 Variable 09N)lD016 101.Wh BOOK-14 $200,000 
607796BQI Variable 0910 1i2020 101.00% BOOK-15 $380,000 
6077%BR9 Variable 09/01/2024 101.Wh BOOK-16 $545,000 
6077%BS7 Variable 09/01 12029 10 1 .OO?/o BOOK-17 $970,000 
607796BT5 Variable 09/01 DO33 101.W? BOOK-18 $1,010,000 

Payment of the Bonds called for redemption will be made upon presentation and surrender of said Bonds, at the location 
shown below. In the case of any registered Bonds to be redeemed in part only, upon presentation of such Bond for redemp 
tion, there will be issued in lieu of the unredeemed portion of the principal thereof a new registered Bond or Bonds in princi- 
pal amount equal to such umedeemed portion. 

Called Bonds should be presented as follows: 

First Class/Renistered/Cerfified FTDW Delivep Onlv & Hand On& 
The Bank of New York Mellon The Bank of New York Mellon The Baak of New York Mellon 
Global Corporate Trust GlobaI Corporate Trust Global Corporate Trust 
P.O. Box 396 1 11 Sanders Creek Parkway Corporate Trust Window 
East Syracuse, New York 13057 East Syracuse, New York 13057 101 Barclay Street 1st Floor East 

New York, New York 10286 

MODESTO PUBLIC FLNANCMG AU~HORITY 

By: The Bank of New York Mellon Trust Company, N.A. b 
as '12ustee or Agent THE BANK OF 

Bondholder Communications: 800-254-2826 NEW YORK MELLON 

Dated: August 28, 2008 

OR- NOTICE 
Withholding of 28% of gross redemption proceeds of any payment made within the United States may be required by the 

Jobs and Growth Tax Relief Reconciliation Act of 2003 (the "Act"), unless the Paying Agent has the correct taxpayer 
identification number (social security or employer identification number) or exemption certificate of the payee. Please 
furnish a properly completed Form W-9 or exemption certificate or equivalent when presenting your securities. 

*Note: The Issuer and TmsteeJAgent shall not be responsible for the selection or use of the CUSZP numbers selected, nor 
is my representation made as to their comcmess indicated in the notice or as printed on any Bond. They are included sole- 
ly for the convenience of the holders. 

Notice R222595 File Name: publish - 222595.M www.ezdisdose.com SS 



EXECUTION COPY 

ESCROW AGREEMENT 
RELATING TO THE REDEMPTION OF ALL OUTSTANDING 

MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING AND CAPITAL IMPROVEMENT BONDS 

SERIES 2007 

THIS ESCROW AGREEMENT (the "Escrow Agreement"), dated August 28, 2008, by 
and between the Modesto Public Financing Authority (the "Authority") and The Bank of New 
York Mellon Trust Company, N.A., as escrow agent (the "Escrow Agent") hereunder and as 
successor trustee with respect to the Refunded 2007 Bonds referred to below; 

W I T N E S S E T H :  

WHEREAS, pursuant to Article 4 of Chapter 5 of Division 7 of Title 1 of the 
Government Code of the State of California (the "Act") and a Trust Indenture, dated as of 
April 1,2007 (the "2007 Indenture"), by and between the Authority and The Bank of New York 
Mellon Trust Company, N.A., as successor trustee with respect to the Refunded 2007 Bonds (the 
"Trustee"), the Authority previously issued its Lease Revenue Refunding and Capital 
Improvement Bonds, Series 2007 (Capital Improvements and Refinancing Project) in an 
aggregate principal amount of $62,275,000 (the "Series 2007 Bonds"); and 

WHEREAS, pursuant to the Act and an Indenture, dated as of August 1,2008 (the "2008 
Indenture"), by and between the Authority and The Bank of New York Mellon Trust Company, 
N.A., as trustee (the "2008 Trustee"), the Authority has determined to issue its $65,170,000 
aggregate principal amount of Lease Revenue Refunding Bonds, Series 2008 (the "Series 2008 
Bonds") for the purpose, among others, of current refunding all of the outstanding Series 2007 
Bonds in the amount of $61,450,000 (hereinafter the "Refunded 2007 Bonds"); and 

WHEREAS, by irrevocably depositing with the Escrow Agent a specified amount of the 
proceeds from the sale of the Series 2008 Bonds, together with certain other available funds, and 
directing the Escrow Agent to invest such amounts in certain investments satisfying the criteria 
set forth in Section 10.03 of the 2007 Indenture (herein, the "Federal Securities"), the Escrow 
Agent will have money sufficient to pay the principal, interest and redemption premium of the 
Refunded 2007 Bonds as provided herein; 

NOW THEREFORE, in consideration of the mutual covenants and agreements herein 
contained, the Authority and the Escrow Agent agree as follows: 

SECTION 1. Deposit of Moneys. The Authority hereby deposits or causes to be 
deposited with the Escrow Agent $62,605,461.48, consisting of (a) $61,200,000.00, representing 
a portion of the proceeds of the sale of the Series 2008 Bonds and (b) $1,405,461.48 of moneys 
from the funds and accounts held under the 2007 Indenture; all to be held in irrevocable escrow 
by the Escrow Agent separate and apart from other funds and accounts of the Authority and the 
Escrow Agent, in a fbnd hereby created and established to be known as the "Series 2007 Bonds 
Escrow Fund," to be applied solely as provided in this Escrow Agreement. This deposit is at 
least equal to an amount sufficient to purchase the Federal Securities in accordance with 
Section 2 hereof. 



SECTION 2. Investment of Moneys. The Escrow Agent acknowledges receipt of the 
moneys described in Section 1 and shall hold the balance of $62,605,461.48 uninvested. 

SECTION 3. Investment of Any Remaining Moneys. In the event that the Escrow Agent 
receives any payment of principal or interest from the Federal Securities prior to the date on 
which such payment is required for the purposes set forth herein, the Escrow Agent shall, at the 
written direction of the Authority, reinvest the amount of such payment, or any portion thereof, 
in noncallable direct obligations of the United States of America (including obligations issued or 
held in book-entry form on the books of the Department of the Treasury of the United States of 
America) maturing not later than the date on which such payment or portion thereof is required 
for the purposes set forth in Section 5, as verified in a report prepared by an independent certified 
public accountant or firm of certified public accountants of favorable national reputation 
experienced in the refunding of obligations of public agencies, and provided the Authority has 
obtained and delivered to the Escrow Agent an unqualified opinion of nationally recognized 
bond counsel that such reinvestment will not adversely affect the exclusion from gross income of 
interest on the Refunded 2007 Bonds for purposes of federal income taxation. Any interest 
income resulting from investment or reinvestment of moneys pursuant to this Section 3 which is 
not required for the purposes set forth in this Section 3 or Section 5, as verified in the Cash Flow 
Verification Report (the "Report") of Grant Thornton LLP originally obtained by the Authority 
with respect to the refunding of the Refunded 2007 Bonds or in any other report prepared by an 
independent certified public accountant or firm of certified public accountants of favorable 
national reputation experienced in the refunding of obligations of public agencies, shall be paid 
to the Authority promptly upon the receipt of such interest income by the Escrow Agent. In the 
absence of such written direction the Escrow Agent shall hold such amounts uninvested. 

SECTION 4. Substitution of Securities. Upon the written request of the Authority, and 
to the conditions and limitations herein set forth and applicable governmental rules and 
regulations, the Escrow Agent shall sell, redeem or otherwise dispose of the Federal Securities, 
provided there are substituted therefor from the proceeds of the Federal Securities noncallable 
direct obligations of the United States of America (including obligations issued or held in book- 
entry form on the books of the Department of the Treasury of the United States of America), but 
only after the Authority has obtained and delivered to the Escrow Agent (i) an unqualified 
opinion of nationally recognized bond counsel that such reinvestment will not adversely affect 
the exclusion from gross income of interest payable on the Refunded 2007 Bonds for purposes of 
federal income taxation, and (ii) a report by an independent certified public accountant or firm of 
certified public accountants to the effect that such reinvestment will not adversely affect the 
sufficiency of the amounts of securities, investments and money in the Series 2007 Bonds 
Escrow Fund to pay the principal and interest on the Refunded 2007 Bonds, as provided in 
Section 5. The Escrow Agent shall not be liable or responsible for any loss resulting from any 
reinvestment made pursuant to this Escrow Agreement and in full compliance with the 
provisions hereof. 

SECTION 5. Payment of Refunded 2007 Bonds. 

(a) Payment. From the maturing principal of the Federal Securities and the 
investment income and other earnings thereon and other moneys on deposit in the Series 2007 
Bonds Escrow Fund, the Escrow Agent shall, apply the amounts on deposit in the Series 2007 



Bonds Escrow Fund to pay on September 3, 2008, the principal of the Refunded 2007 Bonds 
maturing on September 1, 2008, and to pay on September 3, 2008 (the "Redemption Date"), the 
redemption price of 100.0% of the principal amount of the Refunded 2007 Bonds maturing on 
and after September 1,2009, together with interest accrued thereon to the Redemption Date. 

(b) Irrevocable Instructions to Provide Notice. The Escrow Agent hereby 
acknowledges that the Authority previously gave irrevocable instructions for Escrow Agent to 
give notice of redemption in accordance with the 2007 Indenture and that such notice was given 
on August 8, 2008. The instructions and form of notice are attached hereto as Exhibit A. 

(c) Unclaimed Moneys. Any moneys which remain unclaimed for two years after the 
date such moneys have become due and payable hereunder shall be repaid by the Escrow Agent 
to the Authority, and the Escrow Agent shall thereupon be released and discharged with respect 
thereto, and the holders of the Refunded 2007 Bonds shall look only to the Authority for the 
payment on the Refimded 2007 Bonds; provided, however, that before making such repayment 
to the Authority, the Escrow Agent shall, at the expense of the Authority, cause to be mailed to 
the holders of any unredeemed Refunded 2007 Bonds, a notice that such money remains 
unclaimed and that, after a date set forth in the notice, which date shall not be less than 
thirty (30) days after the date of mailing of the notice, the balance of the money then unclaimed 
will be returned to the 2008 Trustee and deposited in the Interest Account of the Debt Service 
Fund under the 2008 Indenture. 

(d) Priority of Payments. The owners of the Refunded 2007 Bonds shall have a lien 
on moneys and securities in the Series 2007 Bonds Escrow Fund which are allocable and 
sufficient to repay the Refunded 2007 Bonds, including the redemption premium thereon, in 
accordance with this Escrow Agreement, as verified by the Report, until such moneys and such 
securities are used and applied as provided in this Escrow Agreement. 

(e) Termination of Obligation. As provided in the 2007 Indenture, upon deposit of 
moneys with the Escrow Agent in the Series 2007 Bonds Escrow Fund as set forth in Section 1 
hereof and the purchase of the various Federal Securities as provided in Section 2 hereof, and 
notice of, or provision for notice of, defeasance and redemption having been given as set forth in 
Section 5(b) hereof, the Bonds are deemed to have been paid in accordance with its terms and all 
right, title and interest of the Trustee under the 2007 Indenture shall cease, except only with 
respect to the obligation of the Authority to pay or cause to be paid to the Owners (as defined in 
the 2007 Indenture) of such Refunded 2007 Bonds all sums due thereon from amounts set aside 
for such purpose in the Series 2007 Bonds Escrow Fund, as provided herein. 

SECTION 6. Performance of Duties. The Escrow Agent agrees to perform only the 
duties set forth herein and shall have no responsibility to take any action or omit to take any 
action not set forth herein. 

SECTION 7. Escrow Agent's Authority to Make Investments. Except as provided in 
Sections 2, 3 and 4 hereof, the Escrow Agent shall have no power or duty to invest any funds 
held under this Escrow Agreement or to sell, transfer or otherwise dispose of the cash or Federal 
Securities held hereunder. 



SECTION 8. Indemnity. The Authority hereby assumes liability for, and agrees 
(whether or not any of the transactions contemplated hereby are consummated) to indemnify, 
protect, save and keep harmless the Escrow Agent and its respective successors, assigns, agents, 
officers, directors, employees and servants, from and against any and all liabilities, obligations, 
losses, damages, penalties, claims, actions, suits, costs, expenses and disbursements (including 
reasonable legal fees and disbursements) of whatever kind and nature which may be imposed on, 
incurred by, or asserted against, the Escrow Agent at any time (whether or not also indemnified 
against the same by the Authority or any other person under any other agreement or instrument, 
but without double indemnity) in any way relating to or arising out of the execution, delivery and 
performance of this Escrow Agreement, the establishment hereunder of the Series 2007 Bonds 
Escrow Fund, the acceptance of the cash and securities deposited therein, the purchase of the 
Federal Securities, the retention of the Federal Securities or the proceeds thereof, and any 
payment, transfer or other application of moneys or securities by the Escrow Agent in 
accordance with the provisions of this Escrow Agreement; provided, however, that the Authority 
shall not be required to indemnify the Escrow Agent against the Escrow Agent's own negligence 
or willful misconduct or the negligence or willful misconduct of the Escrow Agent's employees 
or the willful breach by the Escrow Agent of the terms of this Escrow Agreement. In no event 
shall the Authority or the Escrow Agent be liable to any person by reason of the transactions 
contemplated hereby other than to each other as set forth in this Section. The indemnities 
contained in this Section shall survive the termination of this Escrow Agreement. 

SECTION 9. Responsibilities of Escrow Anent. The Escrow Agent and its agents and 
servants shall not be held to any personal liability whatsoever, in tort, contract, or otherwise, in 
connection with the execution and delivery of this Escrow Agreement, the establishment of the 
Series 2007 Bonds Escrow Fund, the acceptance of the moneys or securities deposited therein, 
the purchase of the Federal Securities, the retention of the Federal Securities or the proceeds 
thereof, the sufficiency of the Federal Securities to pay the Refunded 2007 Bonds or any 
payment, transfer or other application of moneys or obligations by the Escrow Agent in 
accordance with the provisions of this Escrow Agreement, or by reason of any non-negligent act, 
non-negligent omission or non-negligent error of the Escrow Agent made in good faith in the 
conduct of its duties. The recitals of fact contained in the "Whereas" clauses herein shall be 
taken as the statements of the Authority, and the Escrow Agent assumes no responsibility for the 
correctness thereof or the correctness of any recitals or statements contained in the Refunded 
2007 Bonds. The Escrow Agent makes no representation as to the sufficiency of the Federal 
Securities to accomplish the refunding of the Refunded 2007 Bonds or to the validity of this 
Escrow Agreement as to the Authority and, except as otherwise provided herein, the Escrow 
Agent shall incur no liability with respect thereto. The Escrow Agent shall not be liable in 
connection with the performance of its duties under this Escrow Agreement except for its own 
negligence, willful misconduct or willful breach, and the duties and obligations of the Escrow 
Agent shall be determined by the express provisions of this Escrow Agreement. The Escrow 
Agent shall be under no obligation to inquire into or be in any way responsible for the 
performance or nonperformance by the Authority of its obligations. The Escrow Agent may 
consult with counsel, who may or may not be counsel to the Authority, and in reliance upon the 
written opinion of such counsel shall have full and complete authorization and protection in 
respect of any action taken, suffered or omitted by it in good faith in accordance therewith. 
Whenever the Escrow Agent shall deem it necessary or desirable that a matter be proved or 
established prior to taking, suffering, or omitting any action under this Escrow Agreement, such 



matter may be deemed to be conclusively established by a certificate signed by an officer of the 
Authority. No provision of this Escrow Agreement shall require the Escrow Agent to expend or 
risk its own funds or otherwise incur any financial liability in the performance or exercise of any 
of its duties hereunder, or in the exercise of its rights or powers, if it shall have reasonable 
grounds for believing that repayment of such funds or adequate indemnity against such risk or 
liability is not reasonably assured to it. 

SECTION 10. Amendments. This Escrow Agreement is made for the benefit of the 
Authority and the owners of the Refunded 2007 Bonds and it shall not be repealed, revoked, 
altered or amended without the written consent of all such owners obtained in accordance with 
the provisions of the 2007 Indenture, the Escrow Agent and the Authority; provided, however, 
that the Authority and the Escrow Agent may, without the consent of, or notice to, such owners, 
amend this Escrow Agreement or enter into such agreements supplemental to this Escrow 
Agreement as shall not adversely affect the rights of such owners and as shall not be inconsistent 
with the terms and provisions of this Escrow Agreement or the 2007 Indenture, for any one or 
more of the following purposes: (i) to cure any ambiguity or formal defect or omission in this 
Escrow Agreement; (ii) to grant to, or confer upon the Escrow Agent for the benefit of the 
owners of the Refunded 2007 Bonds, any additional rights, remedies, powers or authority that 
may lawfully be granted to, or conferred upon, such owners or the Escrow Agent; and (iii) to 
include under this Escrow Agreement additional funds, securities or properties. The Escrow 
Agent shall be entitled to rely conclusively upon an unqualified opinion of nationally recognized 
bond counsel with respect to compliance with this Section, including the extent, if any, to which 
any change, modification, addition or elimination affects the rights of the owners of the 
Refunded 2007 Bonds or that any instrument executed hereunder complies with the conditions 
and provisions of this Section. 

SECTION 11. Term. This Escrow Agreement shall commence upon its execution and 
delivery and terminate on the later to occur of either (i) the date upon which the Refunded 
2007 Bonds have been paid in accordance with this Escrow Agreement or (ii) the date upon 
which no unclaimed moneys remain on deposit with the Escrow Agent pursuant to Section 5(c) 
of this Escrow Agreement. 

SECTION 12. Compensation. The Escrow Agent shall receive its reasonable fees and 
expenses as previously agreed to by the Escrow Agent and the Authority; provided, however, 
that under no circumstances shall the Escrow Agent be entitled to any lien whatsoever on any 
moneys or obligations in the Series 2007 Bonds Escrow Fund for the payment of fees and 
expenses for services rendered or expenses incurred by the Escrow Agent under this Escrow 
Agreement until payment or provision for payment in full of the Refunded 2007 Bonds has been 
made. 

SECTION 13. Severability. If any one or more of the covenants or agreements provided 
in this Escrow Agreement on the part of the Authority or the Escrow Agent to be performed 
should be determined by a court of competent jurisdiction to be contrary to law, such covenants 
or agreements shall be null and void and shall be deemed separate from the remaining covenants 
and agreements herein contained and shall in no way affect the validity of the remaining 
provisions of this Escrow Agreement. 



SECTION 14. Counterparts. This Escrow ~ ~ r e e m e i t  may be executed in counterparts, 
any of which shall be regarded for all purposes as an original but all of which shall constitute and 
be but one and the same instrument. 

SECTION 15. Governing Law. This Escrow Agreement shall be governed by and 
construed in accordance with the laws of the State of California. 

SECTION 16. Insufficient Funds. If at any time the moneys and investments in the 
Series 2007 Bonds Escrow Fund, including the anticipated proceeds of and earnings thereon, will 
not be sufficient to make all payments required by this Escrow Agreement, or, in the event the 
Escrow Agent has failed to receive instructions for the reinvestment of the Federal Securities 
pursuant to Section 3 hereof, the Escrow Agent shall notify the Authority, in writing, 
immediately upon becoming aware of such deficiency, the amount thereof, and, if known to it, 
the reason therefor, or of such failure to receive the reinvestment instructions. Upon receipt of 
such notice, the Authority shall, as the case may be, either promptly deposit with the Escrow 
Agent for deposit in the Series 2007 Bonds Escrow Fund the amount necessary to cure any such 
deficiency, or provide written instruction to the Escrow Agent to reinvest any remaining moneys 
pursuant to the requirements of Section 3 hereof. The Escrow Agent shall have no fbrther 
responsibility regarding any such deficiency. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK.] 



IN WITNESS WHEREOF, the parties hereto have caused this Escrow Agreement to be 
executed by their duly authorized officers as of the date first above written. 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: y 
Authorized Signatory 

THE BANK OF NEW YORK MELLON TRUST 
COMPANY, N.A., as Escrow Agent 

By: 
/ Authorized Signatory 



Exhibit A 

Directions to the Trustee and the Form of Notice of Redemption 

SA- 1 



NOTICE AND DUIECrrXONS TO TRUSTEE OF REDEMPTION 

MODESTO PUBLIC FINNANCING AUTHORITY 
LEASE REVENUE REFUrJI3XNG AND CAPITAL lMPROVEMENT BONDS 

SEIU3S 2007 

To: The Bank.ofNew York Mellon T m t  Company, N.A., as Trustee 
550 Keamy Street, Suite 600 
San Francisco, California 94108 
Attention: Julia Sun 

Pursuant to Section 4,04 of thc Trust Iudenture, datd as o f  ApriI I, 2007 [the "Trust 
Indenture") by and between the Modesto Public Financhg Authority (the "Authority") and T&e Bank 
of Ncw York MeUan Tmt Company, N.A., as successor trustee (the Trustee'')), the Authority hmby 
notifies and directs you as follows with respect to the above-captioned bonds (the "Bonds'?: 

1. Notice to Owners. The Trustee is hereby instructed to give notice by fist-class mail, in 
~ubsbmtially tbe f irm attached hereto as Exhibit A, to the Owners of  the Bonds md the Bond I ~ m e r  
in accordance with Section 4.04 of the Trust Indenhm. in order to cffect the foregoing, Thc Trustee is 
further iushuded to provide the Conditional Notice of Redemption to thc Owners of the Bonds no later 
than August 8, 2008. A copy of such notice to the Owners shall be sent to the Auction Agent, the 
Depositary and any infomation services. 

All capitali,zed terms not defined herein shaIX 'have the meanings specified in the Trust 
Indenture. 

Dated: August 7,2008 
MODESTO PUBLIC FINANCING A U T H O W  ~ 

By: 
Autl~odzed Representative 

Accepted by: 

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

By: 



Exhibit A 

CONDITIONAL NOTICE OF FULL REDEMPTION 
To The Bondholders Of 

MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING AND CAPITAL IMPROVEMENT BONDS 

SERIES 2007 

CONDITIONAL NOTICE IS HEREBY GIVEN on behalf of the Modesto Public Financing Authority (the 
"Authority") that, pursuant to Section 4.01 of the Trust Indenture (the "Indenture"), dated as of April 1 ,  2007, by 
and between the Authority and the Bank of New York Mellon Trust Company, N.A., as successor trustee (the 
"Trustee"), the above-referenced Bonds, originally issued April 18,2007, have been conditionally called for full 
redemption on the date and at the aggregate principal amount set forth below, at a redemption pice  equal to 
100% of the princ~pal amount thereof, plus accrued interest to the redemption date. The Bonds are expected to be 
redeemed with the proceeds of refunding bonds, and other available moneys. 

Original Principal 
Principal Original Amount to be 

Series CUSIP* Amount Maturity Date Redeemed Redemption Bate 
2007 607796 AX7 $62,275,000 September 1,2033 $61,200,000 September 3,2008 

Interest on the Bonds shall cease to accrue on and from the redemption date. Payment of the portion of principal 
amount of the Bonds called for redemption will be made upon surrender of the Bonds for cancellation, but not 
before the respective redemption date. 

This redemption is conditional upon the receipt by the Trustee on or prior to the redemption date of 
moneys sufficient to pay the principal of and interest on the Bonds to be redeemed, and that if such 
moneys shall not have been so received this notice shall be of no force and effect and the Authority shall 
not be required to redeem such Bonds. 

This conditional notice may be revised or withdrawn. If this conditional notice is withdrawn, this 
conditional notice shall be of no force and etrect and none of the Bonds shall be redeemed on the 
redemption date set forth above. If this conditional notice is revised or withdrawn, notice of such revision 
or  withdrawal shall be disseminated in the same manner as this conditional notice. 

The Bonds will become due and payable on each redemption date upon presentation and surrender to the Trustee: 

First Class/Reaistered/Certif;ed: Express Deliverv Only: BY Hand Only: 
The Bank of New York Mellon Trust The Bank of New York Mellon The Bank of New York Mellon 
Company, N.A. Trust Company, N.A. Trust Company, N.A. 
Global Corporate Trust Global Corporate Trust Corporate Trust Window 
P.O. Box 396 11 1 Sanders Creek Parkway 10 1 Barclay Street 
East Syracuse, New York 13057 East Syracuse, New York 13057 F~rst Floor East 

New York, NY 10286 

* The CUSIP numbers are included solely for the convenience of the holders of the Bonds. Neither the 
Authority nor the Trustee shall be responsible for any error of any nature relating to such numbers. 

Dated: August 8,2008 

By: The Bank of New York Mellon Trust Company, N.A., as successor Trustee 
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Redemption Request (The Bank of New York Mellon - San 
Francisco): Job #219247 
To Fiduciary Communications Company - Client Services Phone (212)803-8600 Fax 
(21 2)803-8660 

Section 1: Redemption Information 
REDEMPTION DATE 09-03-2008 REDEMPTION TYPE Conditional 

FULLFINAL OR PARTIAL CALL PUII Redemption 
(Conditional) 

CALLED AMOUNT 61,200,000.00 
DATE NOTIFIED BY ISSUER 8/8/2008 

TOTAL PAYMENT 61,200,000.00 
MULTIPLES 25,000.00 

TYPE OF CALL REQUESTED Redemption 
IS THIS AN INTR.4 PERIOD CALL NO 

Section 2: Account Information 
ISSUER NAME Modesto Public LOCATION OF ISSUE SAN FRANCISCO 63 

Financing Authority DArABAsE CENTRAL 
ISSUE NAME Lease Revenue NUMBEk d a  

Refunding and Capital 
Improvement Bonds TYPE Municipal 

BMASTER~CMASTER~RANSTAR modestop~a07 ACCOUNTING SYSTEM Ftrre 

ISSUE ID# ENTITY The Bank of New York 

RELATIONSHIP WNAGER Sun, Julia 

ANALYST NAME Ciria-Cruz, Normita 

Section 3: Mailing Information 

TYPE OF MAIL CLASS 

IS SECOND NOTICE REQUJRED? 

MINIMUM DAYS REQUIRED, 
ACCORDING TO INDENTURE, FOR 

INITIAL Nonce TO HOLDERS 

ACCORDING TO INDENTURE, FOR 
First Class 

INITIAL NOTICE TO HOLDERS 
No 

IF SECOND NOTICE REQUIRED, 
20 MAIL THE FOLLOWING NUMBER 

OF WAYS AFTER CALL DATE 

DoC./SECT./PAGE (MAILING) 

Section 4: Disclosure and Newspaper Information 

Newspaper 

SHOULD CLIENT BE BILLED FOR 

CALL? 

ADVANTAGE/FIRRE ACCOUNT 

NUMBER 

PLEASE BILL ISSUER DIRECTLY 
FOR PUB. EXPENSES 

ADDRESS TO SEND PUBLICATION 
BILL TO. 

Section 5: Bond Selection 

NEWSPAPERS 
Edition Section Pub Date 

No records found 

Mellon Trust 
Company, N.A. 

NO FEE RECOVERY ADDRESS: 

Ida IS NOTICE TO THE INDIVIDUAL 
BONDHOLDERS REQUIRED? (YES 

No ORNO) 

METHOD TO SELECT BONDS TO All, FulllFinrf DOC /SECT.PAGE (BOND 
BE CALLED SELECTION) 

ADD CUSIPS 
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FulVPartial Cusip Rate Maturity Date Call Amount CeUPrice 
Partial 607796AX7 VAR 09/01/2033 $61,200,000.00 1 000h 

Section 6: Special Instructions 
BONDS MUST BE SUBMI'ITED FOR 
PAYMENT 

Yes 

FILES TO ATTACH 
Name 
C~nditienal.W.!!ti.~e. o f F u L ! 3 d c n  08_9&-~09E.~df 

Special Notes: 
Please see attachment. Please mail this notice ASAP. Thank you. 



Cash Flow Verification Report 

Modesto Public Financing Authority 

August 28,2008 
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Grant Thornton 

Report of Independent Certified Public Accountants 
On Applying Agreed-Upon Procedures 

Modesto Pubhc Financing Authority 
1010 Tenth Street, Suite 5200 
Modes to, California 

City of Modesto 
1010 Tenth Street, Suite 5200 
Modesto, California 

Audit Tax Advisory 

Grant Thornton LLP 
200 S 6th Street, Suite 500 
Minneapol~s, MN 55402-1459 

T 612.332.0001 
F 612.332.8361 
www.GrantThornton.com 

Sidley Austin LLP 
555 California Street, 20th Floor 
San Francisco, California 

Public Financial Management, Inc. 
50 California Street, Suite 2300 
San Francisco, California 

The Bank of New York Mellon 
Trust Company, N.A. 

550 I<earny Street, Suite 600 
San Francisco, California 

Bank of America Securities LLC 
600 Montgomery Street, Suite 1800 
San Francisco, California 

$65,170,000 
Modesto Public Financing Authority 

Lease Revenue Refunlng Bonds 
Series 2008 

Dated August 28,2008 

We have performed the procedures described in this report, whch were agreed to by the 
Modesto Public Financing Authority, California (the "Authority") and Public Financial 
Management, Inc. (the "Financial Advisor"), to verify the mathematical accuracy of certain 
computations contained in the schedules attached in Appendx I provided by the Financial 
Advisor. The Financial Advisor is responsible for these schedules. These procedures were 
performed solely to assist you in the issuance of the above-captioned bond issue (the "Bonds") 
for the purpose of current rehndmg the Authority's outstanlng Lease Revenue Bonds, Series 
1998 (Capital Improvements and Refinancing Project) (the "1998 Bonds") and Lease Revenue 
Refunlng and Capital Improvement Bonds, Series 2007 (the "2007 Bonds") (collectively 
referred to as the "Refunded Bonds") as summarized on the next page. This engagement was 
performed in accordance with Statements on Standards for Attestation Engagements 
established by the American Institute of Certified Public Accountants. The sufficiency of these 
procedures is solely the responsibility of the addressees of t h s  report who are the specified 
parties. Consequently, we make no representation regardmg the sufficiency of the procedures 
described in this report either for the purpose for which this report has been requested or for 
any other purpose. 

Grant ThwntMl UP 
U S member firm of Grant Thornton lnternat~onal Ltd 



Page 2 

l'rlncipal Principal Maturities Redempuon Redemption 
Scries Issued Dated Refunded Refunded Date I'rtce 

9-1 -08 to  
9-1-13,9-1-16, 
9-1-20,9-1-24, 

9-1-29 and 
1998 $61,430,000 March 11, 1998 $3,760,000* 9-1-33 9-29-08 101% 

* licprcscnts the principal amount remaining outstanding. 

VERIFICATION O F  ESCROW ACCOUNT CASH FLOW SUFFICIENCY 

The Financial Advisor provided us with schedules (Appenlx I) summarizing the future escrow 
account cash deposit and lsbursements. These schedules inlcate that there wdl be sufficient 
cash available in the escrow account to pay the principal, interest and redemption premium, if 
any, on the Refunded Bonds assuming the 1998 Bonds will be redeemed on September 29, 
2008 at 101 percent of par plus accrued interest and the 2007 Bonds will be redeemed on 
September 3, 2008 at 100 percent of par plus accrued interest. 

The attached Exhibit A (Schedule of Sources and Uses of Funds) was compiled based upon 
informauon provided by the Financial Advisor. 

r ls  part of our engagement to recalculate the schedules attached as Appenlx I we prepared 
schedules attached hereto as Exhibits B through B-2 independently calculating the future 
escrow account cash deposit and disbursements and compared the information used in our 
calcula~ons to the information hsted below contained in applicable pages of the following 
documents: 

Official Statement for the 1998 Bonds and Official Statement and Indenture for the 
2007 Bonds provided by the Financial Advisor insofar as the Refunded Bonds are 
described as to the maturity and interest payment dates, principal amounts, interest 
rates and optional redemption dates and prices. The principal amount of the 1998 
Bonds represents the principal amount remaining outstanlng and was provided by the 
Financial Advisor. 

Our procedures, as summarized in Exhibits B through B-2, prove the mathematical accuracy of 
the schedules provided by the Financial Advisor summarizing the future escrow account cash 
deposit and disbursements. The schedules provided by the Financial Advisor and those 
prepared by us reflect that the cash deposit of  $66,503,519.42 to be deposited into the escrow 
account on August 28,2008, will be sufficient to pay, when due, the principal, interest and 
redemp~on premium, if any, related to the Refunded Bonds assuming the 1998 Bonds will be 
redeemed on September 29,2008 at 101 percent of par plus accrued interest and the 2007 
Bonds will be redeemed on September 3,2008 at 100 percent of par plus accrued interest. 
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We were not engaged to, and d d  not, perform an examination in accordance with Statements 
on Standards for Attestation Engagements established by the American Institute of Certified 
Public Accountants, the objective of which would be the expression of an examination opinion 
on the items referred to above. Accordingly we do not express such an opinion. Had we 
performed additional procedures, other matters might have come to our attention that would 
have been reported to you. 

This report is intended solely for the information and use of those to whom this letter is 
addressed and is not intended to be and should not be used by anyone other than these 
specified parties. 

Mtnneapolis, Unnesota 
August 28,2008 



Modesto Public Financing Authority, California 

SCHEDULE OF SOURCES AND USES OF FUNDS 

August 28,2008 

SOURCES: 
Principal amount of the Bonds 
2007 Debt Service Reserve Fund release 
2007 Debt Service Fund release 
1998 Debt Service Reserve Fund release 
1998 Debt Service Fund release 

USES: 
Payoff of the Refunded Bonds 
Debt Service Reserve Fund 
Costs of issuance 
Underwriter's discount 
Upfront Letter of Credit fee 



Exlubit B 

Dates 

[:ash deposit on 
August 28,2008 

09-01-08 
09-03-08 
09-29-08 

Modesto Public Financing Authority, California 

ESCROW ACCOUNT CASH FLOW 

Debt service 
payments on 

Refunded Bonds 
(Exhibits B-1 

and B-2) 
Cash 

balance 



Exhibit B-1 

Modesto Public Financing Authority, California 

DEBT SERVICE PAYMENTS ON T H E  1998 BONDS 

Interest Debt service 
Date Principal rate Interest Premium payments 

09-01 -08 $450,000 4.250% $92,116.25 $542,116.25 
09-29-08 3,3 10,000 (I1 12,841.69 $33,100.00 3,355,941.69 

$3,760,000 $104,957.94 $33,100.00 $3,898,057.94 

(1) Actual maturity dates, principal amounts and interest rates are as follows: 

Maturity 
date 

Principal 
amount 

Interest 
rate 

* Represents the principal amounts remaining outstandmg as provided by the 

Financial Advisor. 



Exhibit B-2 

Modesto Public Financing Authority, California 

DEBT SERVICE PAYMENT ON THE 2007 BONDS 

(1) 
Date Principal 

09-03-08 $6 1,450,000 

Interest 
rate 

3.7OO0/o 

Interest Debt service 
payment payment 

$1,155,461.48 $62,605,461.48 

(1) Actual maturity date and principal amount are as follows: 

Maturity Principal 
date amount 



APPENDIX I 

Applicable schedules provided by 
Public Financial Management, Inc. 
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SOURCES AND USES OF FUNDS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 

Sources: 

Bond Proceeds: 
Par Amount 65,170,000.00 

Other Sources of Funds: 
2007 DSRF Release 4,418,029.56 
2007 Debt Service Fund Release 1,405,46 1.48 
1998 DSRF Release 352,504.66 
1998 Debt Service Fund Release 542,116.25 

6,718,111.95 

Uses: 

Refunding Escrow Deposits: 
Cash Deposit 
SLGS Purchases 

Other Fund Deposits: 
Debt Service Reserve Fund 

Delivery Date Expenses: 
Cost of Issuance 
Underwriter's Discount 
Upfront Letter of Credit Fee 

Notes: 
Debt Service Reserve Fund Requirement based on Swap Rate 
1998 Escrow Gross-funded with SLGS purchased on 8/29/08 
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ESCROW REQUIREMENTS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Rehnding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 

1998 Lease Revenue Bonds (10th Street) (IOTH) 

Period Principal Redemption 
Ending Principal Interest Redeemed Premium Total 
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ESCROW REQUIREMENTS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Rehnding Bonds wl LOC 

Rehnding of  1998 and 2007 Lease Revenue Bonds 

2007 Lease Revenue Bonds - ARS (2007) 

Period Principal 
Ending Principal Interest Redeemed Total 
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SUMMARY OF BONDS REFUNDED 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Rehnding of 1998 and 2007 Lease Revenue Bonds 

Maturity Interest Par Call Call 
Bond Date Rate Amount Date Price 

1998 Lease Revenue Bonds (10th Street), IOTH: 
SERIAL 09/01/2008 4.250% 

0910 112009 4.375% 
09/01/2010 4.500% 
0910 11201 1 4.600% 
0910 1 120 12 4.700% 
0910 1 I20 13 4.800% 

TERM16 0910 1 120 16 5.000% 
TERM20 0910 1/2020 5.125% 
TERM24 0910 112024 4.750% 
TERM29 0910 112029 5.000% 
TERM33 09/01/2033 5.125% 

2007 Lease Revenue Bonds - ARS, 2007: 
SERIAL 09/03/2008 

09/01/2009 
0910 11201 0 
0910 11201 1 
0910 1/20 12 
0910 1/20 13 
09/01/2014 
0910 1/20 15 
0910 11201 6 
0910 11201 7 
09/01/2018 
0910 1/20 1 9 
0910 112020 
0910 11202 1 
09/01/2022 
0910 112023 
0910 112024 
0910 112025 
0910 112026 
0910 112027 
09/01/2028 
0910 112029 
0910 112030 
09/01/203 1 
0910 112032 
0910 11203 3 
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PRIOR BOND DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 

Period Other 
Ending Principal Coupon Interest Debt Service Cash Flow Total 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING AUTHORITY RESOLUTION 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Commission of the 
Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority 
organized under the laws of the State of California, and that as such I am authorized to execute 
this Certificate on behalf of the Authority. 

I hereby further certify that the attached resolution is a full, true and correct copy of 
Resolution No. 02-2008, adopted at the regular meeting of the Commission of the Authority held 
on August 6, 2008, of which meeting all of the members of the Governing Board had due notice 
and at which a quorum was present and acting throughout. 

I hereby further certify that I have carefully compared the same with the original 
resolution so adopted at said meeting and that it is a full, true and correct copy of said resolution; 
and that said resolution has not been amended, modified or rescinded since the date of adoption 
and is now in full force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 

Secretary 



MODEST0 PUBLIC FINANCING AUTHORITY 
RESOLUTION NO. 02-2008 

A RESOLUTION OF THE MODEST0 PUBLIC FINANCING 
AUTHORITY APPROVING AND AUTHORIZING THE ISSUANCE AND 
SALE OF ITS LEASE REVENUE REFUNDING BONDS, SERIES 2008 IN 
AN AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED $75,000,000; 
DIRECTING EXECUTION OF CERTAIN LEASE FINANCING 
DOCUMENTS AND CERTAIN RELATED DOCUMENTS; APPROVING 
THE FORMS OF AND AUTHORIZING THE EXECUTION AND 
DELIVERY OF AN INDENTURE, A REMARKETING AGREEMENT, A 
LETTER OF CREDIT AND REIMBURSEMENT AGREEMENT, AND A 
BOND PURCHASE CONTRACT; APPROVING THE FORM OF AND 
AUTHORIZING THE DISTRIBUTION OF AN OFFICIAL STATEMENT; 
AND APPROVING CERTAIN OTHER RELATED ACTIONS 

WHEREAS, the Modesto Public Financing Authority (the "Authority") is a joint 

exercise of powers authority duly organized and existing under Articles 1 through 4 

(commencing with Section 6500) of Chapter 5, Division 7, Title 1 of the Government 

Code of the State of California, as amended (the "Act") and pursuant to a Joint Exercise 

of Powers Agreement, dated as of December 1, 1989, by and between the City of 

Modesto (the "City") and the Industrial Development Authority of the City of Modesto; 

and 

WHEREAS, the Authority is authorized under the Act to lease andlor purchase 

real property and to issue bonds for the financing and refinancing of public capital 

improvements whenever there are significant public benefits; and 

WHEREAS, the City is a Local Agency under the Act and, working together with 

the Authority, previously leased and financed the costs associated with a mixed-use 

development, including, among other uses, retail and office uses, public parking garage 

(the " 1 oth Street Garage"), and a City-County building, each of such improvements more 

commonly referred to as the 10th Street Place Project (the "10th Street Place Project") 



and other public capital improvements, including the Communications Dispatch Center, 

the John Thurman Field and a Police Headquarters Building (together with the 10th 

Street Place Project, the "Project"); and 

WHEREAS, the Authority previously issued (a) its Lease Revenue Bonds, Series 

1998 (Capital Improvements and Refinancing Project) (the "1 998 Bonds") for the 

purpose of (i) providing funds for the 1998 Project, (ii) providing funds to refund its 

outstanding 1986 Certificates of Participation (Capital Improvements Project), (iii) 

paying capitalized interest on the 1998 Bonds, (iv) providing a debt service reserve fund 

for the 1998 Bonds and (v) paying the costs of issuance therefor, and (b) its Lease 

Revenue Refunding and Capital Improvement Bonds, Series 2007 (the "2007 Bonds") for 

the purposes of (i) providing funds to finance certain additional improvements to the 

1998 Project, (ii) providing funds to refund all of its Lease Revenue Bonds, Series 1997 

(John Thurman Field Renovation Project) (the "1997 Bonds") and (iii) providing funds to 

refund a portion of its 1998 Bonds, (iv) providing a debt service reserve fund for the 1998 

Bonds and (v) paying the costs of issuance therefor; and 

WHEREAS, in furtherance of the Project, the Redevelopment Agency of the City 

of Modesto (the "Redevelopment Agency"), the City-County Capital Improvements and 

Financing Agency (the "County Financing Agency") and the City, each leased certain 

real property (the "Project Properties") to the Authority pursuant to certain facilitylsite 

leases, each between the Authority and the City, the Redevelopment Agency or the 

County Financing Agency, as the applicable owner of such property (collectively, the 

"1 998 FacilityISite Leases"); and 



WHEREAS, the Authority leased the Project Properties to the City pursuant to a 

certain Leaselpurchase Agreement, dated as of March 1, 1998, as amended (the " 1998 

Lease") under which the City is obligated to make lease payments for the lease of the 

Project Properties thereunder; and 

WHEREAS, in connection with the issuance of the 2007 Bonds, the City 

subleased the Project Property to the Authority pursuant to a sublease, as provided in the 

1998 Lease and the Authority leased back the Project Property to the City pursuant to the 

terms of a facility lease (collectively, the "2007 Leases"); and 

WHEREAS, the City has been advised that it will experience unusually high 

interest rates on the 2007 Bonds at the time the initial interest rate (which was fixed from 

the date of issuance through September 1,2008) is subject to change through the auction 

rate procedures; and 

WHEREAS, the City has determined that by refinancing the Project by refunding 

all of the outstanding 1998 Bonds and 2007 Bonds (collectively, the "Prior Bonds") the 

City can achieve interest cost savings andlor desirable restructuring of debt obligations so 

as to minimize the impact of current and potential future market instability; and 

WHEREAS, upon refunding of the Prior Bonds, the 1998 FacilityISite Leases, the 

1998 Lease and the 2007 Leases will be terminated; and 

WHEREAS, in furtherance of the refinancing of the Project, the City will lease 

certain real property and facilities to the Authority pursuant to the terms of a Facilities 

Lease, dated as of August 1,2008, by and between the City and the Authority (the 



"Police Facilities and Miscellaneous Facilities Lease"), which properties are described in 

Exhibit A to the Police Facilities and Miscellaneous Facilities Lease, and generally 

consist of the Police Headquarters Building; Police Operations Building; Fire Stations #3, 

#5, #6, #7, #9 and #1l; the Senior Citizen Center; Parking Lot No. 25 and the 

Corporation Yard; and 

WHEREAS, in furtherance of the refinancing of the Project, the Redevelopment 

Agency will lease the site of the loth Street Garage to the Authority pursuant to the terms 

of a Facilities Lease, dated as of August 1,2008, between the Redevelopment Agency 

and the Authority (the "RA Facilities Lease"); and 

WHEREAS, in furtherance of the refinancing of the Project, the County 

Financing Agency will lease to the Authority the City's interest in the City-County 

building and the site upon which such facility is located, together with the City's interest 

in common areas to be used by the City pursuant to the terms of a Facilities Lease (City- 

County Building), dated as of August 1,2008, between County Financing Agency and 

the Authority (the "FA Facilities Lease"); and 

WHEREAS, in furtherance of the refinancing of the Project, the City will lease its 

undivided one-half interest in and to the Communications Dispatch Center, together with 

common areas to be used by the City to the Authority pursuant to the terms of a Facilities 

Lease (Communications Dispatch Center), dated as of August 1,2008, between the City 

and the Authority (the "City CDC Facilities Lease"); and 

WHEREAS, pursuant to the Lease Agreement (the "Lease Agreement"), dated as 

of August 1,2008, the City, will lease certain components of the Project and the Sites (as 



defined in the Lease Agreement) together with the Leased Units of the Project 

(collectively, the "Leased Property") from the Authority and pay Lease Payments 

therefor, all under and in accordance with the Constitution and laws of the State of 

California, including the Act; and 

WHEREAS, the City has determined, based upon the maximum annual fair 

market rental value, the maximum annual base rental payments payable by the City 

(exclusive of additional payments) in any fiscal year shall not exceed $6,500,000, plus 

any deferred rental as provided in Section 3.04 of the Lease Agreement; and 

WHEREAS, no portion of the Leased Property will be used for a purpose other 

than a governmental function authorized under the provisions of the Constitution and 

laws of the State of California; and 

WHEREAS, the Authority desires to approve the sale and issuance of its Lease 

Revenue Refunding Bonds, Series 2008, in one or more series of bonds and in an amount 

not to exceed $75,000,000 (the "2008 Bonds"), pursuant to an indenture (the "Indenture") 

by and between the Authority and The Bank of New York Mellon Trust Company, N.A., 

as trustee (the "Trustee"), for the purposes of (i) providing funds to refund all of the Prior 

Bonds on a current basis, (ii) funding a reserve fund for the 2008 Bonds and (iii) paying 

the costs of issuance therefor; and 

WHEREAS, the City has determined that the Authority should execute and 

deliver the 2008 Bonds initially as variable rate demand bonds; 



WHEREAS, Banc of America Securities LLC, as Remarketing Agent (the 

"Remarketing Agent"), and the Authority propose to execute and enter into a 

Remarketing and Interest Services Agreement (the "Remarketing Agreement"), relating 

to the performance of certain duties with respect to the remarketing of the 2008 Bonds; 

WHEREAS, in order to secure credit and liquidity support for the 2008 Bonds, 

the City intends to enter into a Reimbursement Agreement (the "Reimbursement 

Agreement") between the City and Bank of America, N.A. (the "Credit Facility 

Provider") to obtain a letter of credit (the "Letter of Credit") to further secure the 2008 

Bonds; and 

WHEREAS, the Authority proposes to execute and enter into a bond purchase 

contract (the "Purchase Contract") with Banc of America Securities LLC (the 

"Underwriter") and the City, pursuant to which the Underwriter will purchase the 2008 

Bonds for reoffering to the public; and 

WHEREAS, the Authority proposes to approve of the Preliminary Official 

Statement relating to the 2008 Bonds (the "Preliminary Official Statement"), and to 

execute and deliver an Official Statement (the "Official Statement") relating to the 2008 

Bonds and to authorize the distribution of the Preliminary Official Statement to 

prospective purchasers and the Official Statement to actual purchasers of the 2008 Bonds; 

and 

WHEREAS, the Authority proposes to enter into an escrow agreement related to 

the 1998 Bonds (the "1 998 Escrow Agreement") by and between the Authority and an 

escrow agent thereunder (the "1998 Escrow Agent"); and 
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WHEREAS, Section 5922 of the California Government Code provides that in 

connection with, or incidental to, the issuance or carrying of bonds, any public entity may 

enter into any contracts which the public entity determines to be appropriate to place the 

obligations represented by such bonds, in whole or in part, on the interest rate, cash flow 

or other basis desired by the public entity, including without limitation contracts 

commonly known as interest rate swap agreements, to hedge payment, rate, spread or 

similar exposure; and 

WHEREAS, the Authority and Bank of America, N.A., as a qualified 

counterparty (the "Swap Provider"), previously entered into an ISDA Master Agreement 

(Local Currency-Single Jurisdiction 1992), the U.S. Municipal Counterparty Schedule 

thereto, a Credit Support Annex and a Confirmation, relating to the 2007 Bonds 

(collectively, the "2007 Interest Rate Swap Agreement"); and 

WHEREAS, the Authority is expected to execute an interest rate swap agreement 

providing for a fixed swap rate on the 2008 Bonds (the "Swap Agreement") and the 

Authority will execute the Swap Agreement using the new ISDA Master Agreement and 

related Schedule, Credit Support Annex and Confirmation (collectively, the "2008 

Interest Rate Swap Agreement") by and between the Authority and the Swap Provider; 

and 

WHEREAS, pursuant to Section 5922 of the Government Code of the State of 

California, the Authority hereby finds and determines that the Swap Agreement to be 

entered into by the Authority in connection with, or incidental to, the issuance of the 

2008 Bonds, will reduce the amount and duration of interest rate risk with respect to the 



2008 Bonds and will result in a lower cost of borrowing by the Authority when used in 

combination with the 2008 Bonds; and 

WHEREAS, in order to provide flexibility to the City to achieve the best 

financing structure, the City desires to authorize staff to substitute a liquidity facility or 

bond insurance in lieu of the Letter of Credit and/or to issue the 2008 Bonds in a fixed 

rate mode with or without any credit support, if the City Finance Director, upon the 

advice of the City's financial advisor, determines that a liquidity facility, bond insurance 

and/or different interest rate mode for the 2008 Bonds would be more cost effective 

and/or in the best interest of the City; and 

WHEREAS, all acts, conditions and things required by the Constitution and laws 

of the State of California to exist, to have happened and to have been performed 

precedent to and in connection with the consummation of the transactions authorized 

hereby do exist, have happened and have been performed in regular and due time, form 

and manner as required by law, and the City is now duly authorized and empowered, 

pursuant to each and every requirement of law, to consummate such transactions for the 

purpose, in the manner and upon the terms herein provided; 

NOW, THEREFORE, it is hereby resolved by the Commission of the Modesto 

Public Financing Authority (the "Commission"), as follows: 

Section 1. Findings. The Commission hereby finds and determines that the 

foregoing recitals are true and correct and that it is desirable and furthers the public 

purpose to assist the City in the financing of the 2008 Bonds through the actions 

authorized hereby. 

08/06/08/F1nance1WPad1lla/Item B 8 



Section 2. Approval of Issuance of the 2008 Bonds. The Commission hereby 

authorizes and approves the issuance of the 2008 Bonds in the aggregate principal 

amount not to exceed $75,000,000, on the terms and conditions set forth in, and subject 

to the limitations specified in, the Indenture. The 2008 Bonds will be dated, will bear 

interest at the rates, will mature on the dates, will be issued in the form, will be subject to 

redemption, and will be as otherwise provided in said Indenture as the same is completed 

as provided in this Resolution. 

Section 3. Indenture. The proposed form of the Indenture presented to this 

meeting and on file with the Authority is hereby approved. The Chairperson, Vice 

Chairperson, Executive Director and Auditor and Treasurer of the Authority (each, an 

"Authorized Officer") are each hereby authorized and directed, for and in the name and 

on behalf of the Authority, to execute and deliver the Indenture in substantially said form, 

with such changes therein as such Authorized Officer may require or approve, including 

such changes as may be required by Section 11 hereof, such approval to be conclusively 

evidenced by the execution and delivery thereof. 

Section 4. Lease Financing Documents. The Police Facilities and Miscellaneous 

Facilities Lease, the RA Facilities Lease, the FA Facilities Lease, the City CDC Facilities 

Lease and the Lease Agreement (collectively, the "Lease Financing Documents") in the 

forms presented at this meeting and on file with the City Clerk are hereby approved, and 

each of the Authorized Officers, acting singly, is each hereby authorized and directed, for 

and in the name and on behalf of the Authority, to execute and deliver each of the Lease 

Financing Documents in substantially said forms, with such changes therein as such 

Authorized Officer may require or approve, including such changes as may be required 
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by Section 11 hereof, such approval to be conclusively evidenced by the execution and 

delivery thereof. The maximum annual base rental payments payable by the City 

(exclusive of additional payments) in any fiscal year shall not exceed $6,500,000, plus 

any deferred rental as provided in Section 3.04 of the Lease Agreement. 

Section 5. Reimbursement Agreement. The Reimbursement Agreement, 

proposed to be executed and entered into by and among the City and the Credit Facility 

Provider, in the form presented at this meeting and on file with the City Clerk, is hereby 

approved, and each of the City Manager and the Finance Director, acting singly, is 

hereby authorized and directed, for and in the name and on behalf of the City, to execute 

and deliver the Reimbursement Agreement in substantially said form, with such changes 

therein as such officer executing the Reimbursement Agreement may require or approve, 

such approval to be conclusively evidenced by the execution and delivery thereof. 

Section 6. Purchase Contract. The proposed form of the Purchase Contract 

presented to this meeting and on file with the Authority is hereby approved, and each of 

the Authorized Officers, acting singly, is each hereby authorized and directed, for and in 

the name and on behalf of the Authority, to execute and deliver the Purchase Contract in 

substantially said form, with such changes therein as such Authorized Officer may 

require or approve, including such changes as may be required by Section 11 hereof, such 

approval to be conclusively evidenced by the execution and delivery thereof; provided 

that the aggregate principal amount of the 2008 Bonds shall not exceed $75,000,000, the 

interest rate on the 2008 Bonds shall not exceed 12% per annum if the 2008 Bonds bear 

interest at a variable rate or 6.5% per annurn if the 2008 Bonds bear interest at a fixed 

rate, and the underwriting discount (excluding any original issue discount) shall not 
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exceed 0.5% of the principal amount of the 2008 Bonds if the 2008 Bonds are sold as 

variable rate instruments and 0.75% of the principal amount of the 2008 Bonds if the 

2008 Bonds are sold at a fixed rate (as provided in Section 11 hereof). 

Section 7. Remarketinn Agreement. The proposed form of the Remarketing 

Agreement presented to this meeting and on file with the Authority is hereby approved, 

and each of the Authorized Officers, acting singly, is hereby authorized and directed, for 

and in the name and on behalf of the Authority, to execute and deliver the Remarketing 

Agreement in substantially said form, with such changes therein as such officer executing 

the Remarketing Agreement may require or approve, including such changes as may be 

required by Section 11 hereof, such approval to be conclusively evidenced by the 

execution and delivery thereof. 

Section 8. 2008 Interest Rate Swap Agreement. The execution and delivery of 

the 2008 Interest Rate Swap Agreement, in such form, as recommended by Sidley Austin 

LLP, and approved by the City Manager or the Finance Director, necessary to relate the 

2007 Interest Rate Swap Agreement to the 2008 Bonds, is hereby approved, such 

approval to be conclusively evidenced by the execution and delivery thereof. In the event 

that the City selects to issue the 2008 Bonds in a fixed rate mode as provided in Section 

11 hereof, the City is further authorized to terminate the 2007 Interest Rate Swap and to 

pay any termination payment from the proceeds of the 2008 Bonds. 

Section 9. Official Statement. The form of Preliminary Official Statement of the 

Authority relating to the 2008 Bonds presented to this meeting and on file with the 

Authority is hereby approved, and each of the Authorized Officers a, acting singly, is 



each hereby authorized and directed, for and in the name and on behalf of the Authority, 

to "deem final" such Preliminary Official Statement, if applicable, and to execute and 

deliver a final Official Statement, in substantially the form of the Preliminary Official 

Statement, with such changes therein and additions thereto to reflect the terms of the sale 

of the 2008 Bonds (including such changes as may be required by Section 1 1 hereof,) as 

such Authorized Officer shall approve after consultation with Bond Counsel, such 

approval to be evidenced by the execution and delivery thereof. The Underwriter is 

hereby authorized to distribute copies of said Preliminary Official Statement to persons 

who may be interested in the purchase of the 2008 Bonds and are directed to deliver 

copies of the final Official Statement to all actual purchasers of the 2008 Bonds. 

Section 10. Escrow Agreement. The execution and delivery of the Escrow 

Agreement, in such form, as recommended by Sidley Austin LLP, and approved an 

Authorized Officer by the City Manager or the Finance Director of the Escrow 

Agreement necessary to effectuate the refunding of the 1998 Bonds, is hereby approved 

and each of the Authorized Officers, acting singly, is hereby authorized and directed for 

and in the name and on behalf of the Authority to execute and deliver the Escrow 

Agreement. 

Section 11. Liquidity Facility Changes or Issuance in a Fixed Rate Mode. If, 

based upon the advice of the City's financial advisor, Public Financial Management, the 

City Manager or Finance Director determine that it would be more cost effective andlor 

in the best interest of the City for the City to secure a liquidity facility or bond insurance 

in lieu of the Letter of Credit andlor issue the 2008 Bonds in a fixed rate mode with or 

without credit support, then, each of the Authorized Officers, acting singly, and, with the 
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advice of the City's bond counsel, Sidley Austin LLP, the City's financial advisor, and 

the City Attorney, is hereby authorized and directed for and in the name and on behalf of 

the Authority to execute and deliver to the documents hereto authorized or as 

authorization under Section 13 below, with such changes as such officer upon the advice 

of the City's bond counsel, the City's financial advisor, and the City Attorney, shall 

require and approve, such approval to be conclusively evidenced by the execution and 

delivery thereof. 

Section 12. Attestations. The Secretary of the Authority is hereby authorized and 

directed to attest the signatures of the Chairperson, Vice Chairperson, Executive Director 

and the Auditor and Treasurer of the Authority in connection with the execution and 

delivery of the 2008 Bonds and the documents approved by this Resolution. 

Section 13. Other Actions. Each Authorized Officer is hereby authorized and 

directed, jointly and severally, to do any and all things and to execute and deliver any and 

all documents which they may deem necessary or advisable in order to consummate, 

carry out, give effect to and comply with the terms and intent of this Resolution, the 

Indenture, the Lease Financing Documents, the Escrow Agreement, the Official 

Statement and the 2008 Bonds and the consummation of the transactions contemplated 

hereby and to consummate the issuance, sale and delivery of the 2008 Bonds, to obtain 

municipal bond insurance policies and reserve fund insurance policies, if upon the advice 

of the City's financial advisor such policies and reserve fund insurance policies are 

projected to result in a savings to the City, to effect the redemption of the Prior Bonds 

and the consummation of the transactions contemplated hereby and to consummate the 

issuance, sale and delivery of the 2008 Bonds. The Authorized Officers are hereby 
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further authorized and directed, individually or jointly, to execute and deliver, on behalf 

of the Authority, any other agreements, certificate, consent, request, approval, notice, 

amendment, confirmation, supplement or revision permitted or required to be delivered 

pursuant to the documents authorized hereby or otherwise as may be necessary or 

desirable in connection with the refinancing of the Project without further authorization 

by this Commission including, without limitation, a tax certificate, agreements relating to 

the engagement of verification agents, printers, bond insurers or other credit providers, a 

continuing disclosure agreement, one or more investment agreements (or amendments 

thereto), guaranteed investment contracts, forward delivery agreements or other 

investment vehicles for moneys in any of the funds or accounts held by the Trustee. Any 

actions heretofore taken by such officers in furtherance of any of the transactions 

authorized herein are hereby ratified, confirmed and approved. 

Section 14. Effective Date. This Resolution shall take effect immediately upon 

its passage. 



THE FOREGOING RESOLUTION was introduced at a regular meeting of the 

Commission of the Modesto Public Financing Authority of the City of Modesto held on the 6th 

day of August, 2008, by Agency Commissioner H a m ,  who moved its adoption, which motion 

being duly seconded by Agency Commissioner Lopez, was upon roll call carried and the 

resolution adopted by the following vote: 

AYES: Agency Commissioners: H a m ,  Lopez, Marsh, Olsen 

NOES: Agency Commissioners: O'Bryant 

ABSENT: Agency Commissioners: Keating, Mayor Ridenour 

ATTEST: 

ST~P&IE LOPEZ, ~ ~ e n c ) (  s&etary 

(SEAL) 

APPROVED AS TO FORM: 

BY: 
V 

SUSANA ALCALA WOOD, General Counsel 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CLOSING, SIGNATURE AND INCUMBENCY CERTIFICATE OF THE AUTHORITY 

The undersigned, the Auditor and Treasurer and Secretary, respectively, of the Modesto 
Public Financing Authority (the "Authority"), a joint exercise of powers authority organized 
under the laws of the State of California, hereby certify on behalf of the Authority, in connection 
with the Authority's Lease Revenue Refunding Bonds, Series 2008 (the "Series 2008 Bonds"), 
as follows: 

1. The officers identified below are duly authorized by the Commission of the 
Authority to execute on behalf of the Authority, certain documents, certificates and agreements 
relating to the Series 2008 Bonds, and that pursuant to such authority certain documents, 
certificates and agreements have been executed by such persons, and attested to by the signature 
of the Secretary of the Commission, and, each of the undersigned by their signature confirms that 
the other signatures set forth below are genuine or an authorized facsimile signature: 

Name Official Title Signature 

Jim Ridenour Chairman rn 
Garrad Marsh Vice Chairman 

Greg Nyhoff Executive Director 

Wayne Padilla Auditor and Treasurer 

Stephanie Lopez Secretary 
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2. The undersigned further certify that authorized officers of the Authority executed 
the following documents on behalf of the Authority: 

(a) Indenture, dated as of August 1, 2008 (the "Indenture"), by and between the 
Authority and The Bank of New York Mellon Trust Company, N.A., as Trustee 
(the "Trustee"); 

(b) Lease Agreement (the "Lease Agreement"), dated as of August 1, 2008, by and 
between the City of Modesto (the "City") and the Authority; 

(c) Facilities Lease (City-County Administration Building), dated as of August 1, 
2008 (the "City-County Administration Facilities Lease"), by and between the 
City-County Capital Improvements and Financing Agency and the Authority; 

(d) Facilities Lease (Communications Dispatch Center), dated as of August 1, 2008 
(the "City Communications Facilities Lease"), by and between the City and the 
Authority; 

(e) Facilities Lease (Parking Garage), dated as of August 1, 2008 (the "Parking 
Garage Facilities Lease"), by and between the Redevelopment Agency of the City 
of Modesto and the Authority; 

(0 Facilities Lease (Police Facilities and Miscellaneous Facilities), dated as of 
August 1, 2008 (the "Police Facilities and Miscellaneous Facilities Lease"), by 
and between the City and the Authority; 

(g) Bond Purchase Contract, dated August 27, 2008 (the "Purchase Contract"), 
between the Authority and Banc of America Securities LLC, as Underwriter and 
approved by the City; 

(h) Remarketing and Interest Services Agreement, dated as of August 1, 2008 (the 
"Remarketing Agreement"), by and between the Authority and Banc of America 
Securities LLC, as Remarketing Agent; 

(i) Tax Certificate, dated August 28, 2008 (the "Tax Certificate") for the Series 2008 
Bonds; 

(j) Escrow Agreement relating to the 1998 Bonds, dated August 28,2008 (the "1998 
Escrow Agreement") by and between the Authority and The Bank of New York 
Mellon Trust Company, N.A., as escrow agent thereunder; and 

(k) Escrow Agreement relating to the 2007 Bonds, dated August 28, 2008 (the "2007 
Escrow Agreement") by and between the Authority and The Bank of New York 
Mellon Trust Company, N.A. as escrow agent thereunder; and 

(1) Reimbursement Agreement, dated as of August 1, 2008 (the "Reimbursement 
Agreement") between the City, Authority and Credit Facility Provider. 



(m) the Official Statement, dated August 26, 2008 (the "Official Statement"). 

(n) the Amended and Restated ISDA Master Agreement dated as of August 22,2008 
(the "Amended Master Agreement"), between the Authority and Bank of 
America, N.A. ("Party A"), the U.S. Municipal Counterparty Schedule thereto 
dated as of August 22,2008 and the Amended and Restated ISDA Credit Support 
Annex, dated as of August 22, 2008 (the "Credit Support Annex"), between the 
Authority and Party A (collectively, the "Schedule", and together with the 
Amended Master Agreement, the "Agreement"), and the confirmation of the 
transaction entered into on August 22, 2008 (the "Confirmation"), between the 
Authority and Party A, all bearing the manual or facsimile signature of authorized 
officers of the Authority named therein. 

3.  The undersigned further certify that the following persons are now, and at all 
times since August 6 ,  2008 have been, the duly appointed or elected, qualified and acting 
members of the Commission of the Authority: 

Name Position 

Jim Ridenour 
Garrad Marsh 
Dave Lopez 
Brad Hawn 
Janice Keating 
Garrad Marsh 
Kristin Olsen 

Chairman 
Vice Chairman 

Member 
Member 
Member 
Member 
Member 

4. The undersigned further certify that: 

(i) the Authority is a public body corporate and politic, organized and 
existing pursuant to the laws of the State of California, including Section 6500 et seq. of 
the California Government Code, as amended, and the Joint Exercise of Powers 
Agreement, dated as of December 1, 1989 (the "JPA Agreement"), by and between the 
City and the Industrial Development Authority of the City of Modesto, with the full 
power and authority to enter into the Agreements; 

(ii) the Joint Powers Agreement of the Authority, as filed in the Office of the 
Secretary of State of the State of California on December 19, 1989, has not been 
amended in any respect since said date and continues to be in full force and effect on the 
date of this certificate, and the Authority is not in violation of any provisions thereof; 

(iii) the representations and warranties of the Authority contained in the 
Indenture, Lease Agreement, Facilities Leases, 1998 Escrow Agreement, 2007 Escrow 
Agreement, Remarketing Agreement, the Tax Certificate, the Purchase Contract, the 
Reimbursement Agreement, the Amended and Restated ISDA Master Agreement, U.S. 



Municipal Counterparty Schedule, the Amended and Restated ISDA Credit Support 
Annex to the Schedule and Confirmation (collectively, the "Authority Documents") are 
accurate in all material aspects, as and if made on the date hereof; 

(iv) the Authority Documents have been duly authorized, executed and 
delivered and each constitutes a valid and legally binding obligation of the Authority 
enforceable in accordance with its terms, subject to laws relating to bankruptcy, 
insolvency or other laws affecting the enforcement of creditors' rights generally and the 
application of equitable principles if equitable remedies are sought; 

(v) the resolution of the Authority, adopted on August 6,2008, at a meeting of 
the Commission duly called, noticed and conducted, at which a quorum was present and 
acting throughout, authorizing the execution, delivery and due performance of the 
Authority Documents, is in full force and effect at the date hereof and has not been 
amended, modified or supplemented; 

(vi) the Authority has complied with all the agreements and satisfied all the 
conditions on its part to be performed or satisfied on or prior to the date hereof; 

(vii) the information contained in the Official Statement under the captions 
"INTRODUCTION-The Authority" and "ABSENCE OF LITIGATION" (solely as it 
relates to the Authority) does not contain any untrue or misleading statement of a material 
fact and does not omit to state any material fact necessary to make the statements therein, 
in the light of the circumstances under which they are made, not misleading; and 

(viii) the total rental payable under the Lease Agreement for each Rental 
Payment Period (as defined in the Lease Agreement) represents the fair rental value of 
the Leased Property (as defined in the Lease Agreement) for each such period. 
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Capitalized terms used herein not otherwise defined herein shall have the meanings 
ascribed thereto in the Indenture. 

Dated: August 28, 2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

n 
By: 

Wayne Padilla 
Auditor and Treasurer 

By: 
I - f Stephan ie~o~& 0 - 

Secretary 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING JOINT EXERCISE OF POWERS AGREEMENT 

The undersigned hereby states and certifies that: 

1. He is the duly appointed, qualified and acting Auditor and Treasurer of the 
Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority, duly 
organized under the laws of the State of California (the "State"), and operating pursuant to 
Article 1 (commencing with Section 6500) of Chapter 5, Division 7, Title 1 of the Government 
Code of the State of California and pursuant to an agreement which became effective on 
December 1, 1989 (the "Agreement"), by and among the members of the Authority, and as such, 
is familiar with the facts herein certified and is authorized to certify the same. 

2. Attached hereto as Exhibit A is a true copy of the Joint Exercise of Powers 
Agreement of the Authority, .and such Agreement has not been amended, modified or repealed as 
of the date hereof. 

3. Attached hereto as Exhibit B is an initial Notice as to a Joint Powers Agreement 
duly filed with the California Secretary of State on December 19, 1989. 

4. Attached hereto as Exhibit C is the Statement of Facts executed on October 17, 
2006, and duly filed with the California Secretary of State on October 19,2006. 
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Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 
A 

By: 
Wayne Padilla 

Auditor and Treasurer 



JOINT EXlCRCIgE OF POWER8 AGREEMEIW 

MODESTO PUBLIC FINANCING AUTHORITY 

Dated ae of Deceznber 1, IS89 
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THIS AGREEMENT t by and among the ClTY OF MODESTO (the 'Ciw and 
the INDUSTRIAb DEVELOPMENT AUTHORITY OF THE ClTY OF MODESTO (the . 
W A 3 ,  each duly organized and e;rdeting under the law8 of the State of  California (the 
'State*), collectively d e d  the %emborn'. 

WHEREAS, the Marks-Rooa Local Bond Pooling Act of 1986 (h- defined 
ae~ the Wnd Law") authorizes agmdeu f o d  under the Joint Exembe of Powem Law 
(hereinafter d a e d  a e ~  the 'Act') to h e  bonda for the purpose of acquking and 
corrstructing Public Capital Improvementu (au that term is dehed in the Act) and to 
lease those Public Capital Impmemeate to public agender in California; 

WHEREAIS, the City irrkrrdr to b u r c e  tho renwatioa of tbe main tmdnd 
building at the Moderto City-County Airport/Hmy Sham Field by entering Into a 

* lease/leaembacl financing of the Airport, and the IDA t. willing to &t the City and to 
facilitate such 5azrcing; 

NOW, THEREFORE, in co~idetation of the above, pmmbes and of the mutual 
I promises hernia contained, the Members do hereby agree au follows: 



DEFINITIONS 

Section 1.01. Deflnitiozu. Unlesa the context othexwise requires, the words and 
termu defied irJ tbia Artile shall, for the putpose heweof, have the rnednga herein 
6peci0sd, 

"Act" meena Article8 1 through 4 (commencing wi th  Section 6600) of Chapter 6, Division 
7, Title 1 of the Government Code of the Stab. 

v 

"Agreement' rnranr thio Joint Emrdae of Pow- Agreement. 

"Auditor and T r e a r d  meam the Mrsctor of Finnnco of the Ciw, dedgihtud ar 
Auditor and "Rewumr of the Authority in Section 3.02. 

"Authority' meana the Modesto Public Fhancing Authority created pursuant to this 
,&rwment. 

"Bond Law' means tho MaFb-Roo8 Local Bond Pooling Act of 1986, befng Article 4 of 
the Act (commencing with Section 6684), as now or hereafter amended, or any other law 
hemafter legally available for w e  by the Authority in the authorization and iwuance of 
Bonds to finnnco the acqubition of Obligations and/or Public Capital knprovemenb. 

'Bond# meana bonds of the Authority issued pureuant to Section 6690 or 6691 of the 
Bond Law. 

" ~ n "  means the Chairperson of the Authority. 

"Commission" meam the Commission referred to in Section 2.03, which shall be the 
gmm& body of the Authority. 

' C o ~ o n e r r "  meuu the repnrontrtivea of tho M o m h  appointed to tho 
Commi6aion punuant to Section 2.08. 

Thai Y& m e w  the period tiom July 1 to and iacludhg the following Juue 30. 

'Mwnbem and Membef rneana each of the parties to thb Agreement and 'Member" 
means eny such party. 

'Publio Agency' meanr any public agency authorized by the Act to enter into a joint 
emtdro of powm agreement with the Membm. 

'Public Capital Improvementw hb the meaniap.given to arch term in Section 66860 
of the Act, tw in dect on the date hereof, and tw hereafter amended. 

'Semhrf meann the uecretary of the Authority, 

"State" m e w  the Shte of W o r a i a .  

"Via Chairpersonw meana the vice Chairpornon of the Authority. 



ARTICLE II 

GENERAL PROVISIONS 
. . 

&&ion %Ole  Purpose. Tbis Agreemeat L made pursuant to the Act providing 
fit tbo joiat udw of powon c o ~ a  ts tho M e d m ,  Tho  purporo of  Wu Agrwment 
irr 'b pxwide for the h d n g  of PubUc Capital Imptovementa for the Momborn through 
the haanw of Bonds by the Authorits. and the leasing of the Public Capital 
I~pmvomoob to the Members, 

I 
W o n  2.02. Cnation of Authority* Pumuant to the Act, thm t hemby 

bd  a pubUo entity to be known ao the 'Moderto Public Finanthg Authority". The 
A thority ohnll be a public entity wparab and apart &om the Membera, and &all 
a % ter US Agreement. 

i W o n  %03. C o ~ o n .  The AuthoriQ rbaU be admhbtered by a 
en (7) C o ~ i o n e r s .  The member8 of the Cib Council of the City 
; tho %onmWonem of the Authority, The number of CommWoners 

amendment of thia Agreement. The Commieeion ohall be called the 
Moderto Public E'imndng Authority". 'W voting power of the 
in the Co&on. 

I 
I 
; Sectitk 204. Meetinga of the Comminsion. 
I 
I 

I 
gular Meetinas. The Commission ahall provide for its regular meetings; 

that at lemt one regular meeting shall be held each gear. The date, 
the holding of regular m e o w  shall be fired by resolution of the 

ion and a copy of mch re8olution shall be ad with each of the Membem. 
r 

Meetirme. Spacial mmtinga of the Cornmiasion may be called in 
achrdar!!! $*%provbiom of 8 d o n  64866 of the Government cad. of the 8taU. 

I 

(c) Call, Notice and Conduct of Meetfngu. All m e o w  of tho Comddon, 
in uding without Wht ioa ,  regular, adjmed re- and wdal meetings, shall bb "--' ' kja& noticed, held and conducted in accordsnce with the pmbioru of S ~ O I U  64960 et 

of the O o r ~ ~ t  Code ofthe Stnte. ' 
' -om UM. ~ n t a t c . .  ~ h .  ~ W I  cawe to be kept minutes of the 

of the Comddon and ohall, aa moo an podble aftur each meeting, cause a 
minute~ to be forwarded to each Co-oner and to each of the Members. 

/ Section'%O& Voting. ~ a c h  C o M o n e r  e l d l  hm one vote. 
I 

Section BOT. Quorruni Requid Votcr; Approoab, Commissionem holding a 
rity of the VOW lbrll eonatituk a quonun fw the tmuaction of busineu, except 

than a quorum may aaourrr B.om time to t h e ,  m e  af5mt ive wtoa of at lwt 
of the Commbionen ahall be Squired to take any action by +e (lomdwion. 

i Section 2.08. Bylaw. The CommWon adopt, h m  timo to time, ruch 
by wu, 4 0 6  and mgulations for the conduet of ita meetings ar are nemmry for the 
p re8 hereof. 

-3- 
i 
j 

I . . . ,.  
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1 '4 I 
OFFICERS AND EMPLOYEES 

Chairperson, Vice-Chakperson, Executive Director and* 
of the Cib Shatl, cx off&, ewve M the Chahpemon of the 

the Mayor pro bm of the City  hall, uc offtcb, serve m the Vice Cbahporson 
and the City Clerk of the City shall, ex o m ,  serve as the 58ecretarg. 

of the City shall, a o w ,  serve as the Executive Director of the 
ahall pafonn the dutie8 n o d  to said oaces; and 

I 
I (a) the Chdrpenon shall preside over all meetfnp of the 
j Commiaaion of the Authority, and 8hd perform 8uch other duties au may 
I be irnpomd by the Commhion; 

/ (b) the Vice Chairpenon ahall perform all of the Chairpemon'a 
I ' duties in the absence of the Chairperson; 
I 
I ' 

1 (c) the Executive Director shall sign ell contracts on behalf of the 
I Authority, and shall pedonn such other duties as may be imposed by the 

i Commiesion; 

(d) the Secretmy nhaU countersign all contracts a b e d  by the I Executive Director on khdf  of tbe Authority, perform such other duties as 
I 

1 
I may be imposed by the CommWon and cause a copy of this Agnremeat to 
I be filed with the h t y  of State of the Stat. p u n w t  to the Act. 
! 

Seation 80% AadUor and Trauturer. Pursuant to W o n  6606.6 of the Act, 
Director of Finance of the City ie hereby designated m the Auditor and Tmarruter of 
Authority. !Rte Auditor and Tremurer shall be the depsittuy, &all have of 

accounts, fbdr and money of the Authoritp h m  whatever source, M h 
and obligations set firth in Sections 6606 and 6606.6 of the Act and &dl 
t them did be rtrict accountability of all Arnda and reporting of all m d p b  

unremcmb of the Authoriv. 
! 

Section 8.08. Offlum in Chrgu of Recomb, p"lmdr and Accouatu Puntlarrt 
Section 6606.1 of the Act, the Auditor and Treaamr shall have charge ot, handle and 
vs access to all accountr, h& and money of the Authoritp and all rewrda of the 
thority relating themto; and tbe Secretaq ahall have charge of, handle and have 

to all recomb ofthe Authoritjr. 
1 

Section 8.04. Bondiag Pmom Having Afar to Publib Capital 
pmvomenta h m  time time, the C o ~ o n  may deeignate persona, in addition 
the &u%tary and the Auditdr dnd Treasurer, having chargu ofl handling or having F 8 to any rocordr, ftn& or aocounb or other Publie Capital Xmpmemonta of the 

A thorib, and the mpectiw unountr of the ofedsl b o d  of the Secretmy md the 
A ditor and 'Ikeaewer and such other permxu purauant to Section 6606.1 of the Act. 



Section a06. b g d  Advisor. The City Attorney of the City of Modato shall 
.. - u hgrl adrlror to the Authority. , 

( ' .  $ Stxtioa 3.8, Other Entployw. The Commission aha baw the power to 
int and emplor muah other c o ~ d t a n b  and independent contractom aa may be 

n w r y  for the purpoeea of this Agreement. 
! 

All of the pririleger and immunities brn liability, exemption firom lam, 
anma and rules, all pension, relief, disability, workers' wmpewtion and other 

activities of officem, agents, or employeua of an Agency when 
functions shall apply to them to the same demo and extent 
rmance of any of the hnctiom and other duties W r  thia 

I 

Nono of  the offioem, agonta, or rmp1oy.u dkwtIy employed by tho C o ~ d o a  
be deemed, by muon of thek employment by the C a m d d o n  to k employed by 

A6.mb.r or, by maron of thek employment by the Commirrdon, to be subject to uny of 
th mquirementa of the Members. 4 

Section 8.07. bdeknt OPIicexe. The Comnhciion may appoint such ahtaota  
the place of the Secretary or other officera of the Authority (other than any 

aa the Commission shall from time to time deem appmpriate. 



ARTICLE IV 

Section 4.01, General Powers, The Authority shall exercise in ths manner 
common to each of th. Memben and nm- to the 

Agreement, rubject to the rertrictioru wt forth in 
but not limited to the common power of eminent domain with 

Aa provided in the Act, tho Authority rhall be a publio eatiw wpuate 6vm the . The Authoriw o h d  bavm the powu to h m c e  the acquirition of  Publio C~pitrl  
neeemmy or convenient for the operation of the Membem, and to aquko 

Section 4.02 Power to Issue Bonds, The Authority shall have all of the powem 
p-dd in Articb 4 of the Act (commenciug with Section 6684). including the power to 
W e  Bonds under the Bond Law. 

$ection 4.03, Specific Powera The Authority is hereby authorized, in its own 
e, fo do all acts necesearg for the exercise of the foregoing powem, including but not 

to, any or all of the following: 

(a) to make and enter into conbcta; 

i (b) to employ agents or employees; 

(c) to acquire, coastruct, manage, maintain or operate any buildings, worka 
or improvemen* 

(dl to acquire, construct, hold and diepose of Public Capital Improvemeate, 
i :  including the leasing of such Public Capital Improvements from and to the 

Membem; 

I (el to cue and be med in ita o m  name; 

Cf) to incur debts, liabilities w obligations, provided that no debt, liabiliw 
: or obligation shall wnatitute a debt, liabilie or obligation of any of the Madma; 
I (B) to apply for, accept, receive and &bum granb, loann and othar aidu 

' I h m  any agency of the Unibd States of America or of the Stak; 
I 

1 (h) to inwt any money in the trearur~, pursuant to W o n  6606.6 of the 
Act that 4 not requbd far the immediate nwwdtiw of the Authority, aa the 
h t h 0 d w  d e - ~  b ddlhble, in the 8-0 .0d OpOn the 8-0 

I / conditiom as local agencies, pursuant to Section 63601 of the Government Code of 
i i  the Bb*; 
I ,  



i (i) to apply for lettern of credit or other fonn of credit &cement in 
I order to eem the mpayment of ite Bon& and enter iato agmementa in 

i j 
I : comection themwith; 

a) to carry out and enforce all the prwisions of thb Agreement; 

I (k) to make and enter into Bond Purchaes Agrwmenb; - 

(I) to purchase Obligatiolm issued by any Membeq and 

(m) to axerch any and all other powem aa may be proiided in the Bond 
Law. 

. , kction 4.W. RcrMctioru on Exercise of Cedah Powerr. The powem of the 
&thoxi@ shell be exercised in the mnnner provided in the Act and in the Bond Law, 
*d, except for those powen set forth in the Bond Law, hall be suwect (in accordance 

'th Section 6609 of the Act) to the restrictions upon the manner of wedsing such 8 wem that are imporred upon the City in tbe exerahe of 8idar powers. 
i 

! Section 4.06, Obligations of Authority. 'he debts, liabilities and obligations of 
tl/e Autborjb. &all not be the debts. liabilities and obligations of any of the Membem. 



t 
AR'I'ICLEV 

1 . 1  METHODS OF PROCEDURIE; CREDIT TO MEMBERS 

! Section 6.01, humption of bpomibilltim BY the AuthoriQ, AE ewn arr 
cticable &,or the date of execution of thirr Agreement, the Commtrioaem ghe 

tice (in the mrnnw required by Section 2.04) of the o q a n h t i d  meeting of the 
mmiedon. At edd meeting the Commhion shall p d d e  for ib regular meatingo aa 
q u h d  by Section 2.04 and elect a Chairpenron, Vice Chairpenon and the Secretary, 

W o n  I.Oa Delegation of Powcra Each of the Members hereby delegate8 to 
e Authority the pdwer and duty to a q u h ,  by leare, lease-purchase, insWment rrale 

mentu, or athembe, euch Public Capital Improvement new~uuy or convenient for 
e operation of the M e m h .  f 

Section 6.08. C d t  to Mc~mbe~& Alt accowta or h d r  croakd md erhbllrhed 
p uant to any truet agreement or indenture to which the Authority Is a p w ,  and any 

rest earned m accrued thereon, ehnll inure to the benefit of the respective Membera 
fd 4 which such fund8 or accounts were created. 

i 



I 
' I ARTICLE M 

. - 1 1  CONTRIBUTION: ACCOUNT8 AM) REPORTS: FUNDS 

Section 6.01. ConMbadona ,The Member8 may in the appropriate 
when mquired hereunder: (r).make contributiocu &om their trouuria for 
rot forth herefn, (b) make payments of publio fhnb to d e h y  the cort of 

8, (c) make advances of publie h c b  for such purposw, such advancer to be 
w provided herein, or (dl use its personnel, equipment or property in lieu of other 

sibutiorrrr or advmceo. 

Section 6.08 Accounts and Repork To tbe axtent not cowed by the d u b  
to a trwtee choren by the Authority, the Auditor and Treasurer ahall wbblbh 
tain such fun& and accounts as may be required by good accounting practice or 

provision of any trust agreement or indenture entored into with reopect to the 
Bon& hued by the Authority. The boob and m o &  of the Authority 
a truotee or the Auditor nnd Treamver ohall be open to bpection at all 
s by representatiwa of the Members. The Auditor and Trwuurer of the 

or&, within 180 days after the cloee of each Fiscal Year, shall qiw, a complete 
a report of all 5ancial activities for euch Fiscal Year to the Members to the extent 
activities an, not covered by the report of ouch trucltue. The trwtee appointed 

trust agreement or indentun, s h d  establish suitable b&, firrnish haacid 
d provide auitable accounting procedums to carry out the provision8 of aaid 

mement or hd@ntur*. Said tru~tee may be given such dutier in raid trwt 

1 
eement or indenture ar may be deskable to carry out this Agreement. 

I Section 6.03. Funds. Subject to the applicable prvvisiona of any trust agreement 
orlfp may enter into, which may provide for a trustee to 

e Authority b d s ,  the Auditor and Treaourer of the 
of and dioburse Authority b d a  ae nearly a4 

generally accepted accounting practicsrr, shall make the 
thb Agreement or to carry out any of the provhioos or 

Section BtOI, AdmhMmtive Erpemea The Members ohall pay their 
rhm (determined on the badn of a Membeis pnmtage share of any 

ciags completed by the Authority) of administrative a x p ~ .  



ARTICLE VII 

DISPOSITION OF ASSET8 

8ection 7.01. Ten-.  Thb Agreement lrhall become effectbe aa of the date of 
tion hereof by tho partierr hereto, and eban continue in full force and &bct ro long 

boo& of tho Authority atb oubhdbg or any lease agreemenb ant outstazrding 
eon the Autboriv and a Member or Membea (or between Members). h 

&ction 7.0% Diepodtion of h b .  Upon termination of thia Agreement, dl 
of the Authoriv, both real and penonal, rrhall bo divided among the partier 
such mmner aa ahall be agrsed upon by the patties. 



A m -  VIII 

MISCELLANEOUB PROVISIONS 

P 8ectfon Beole Noti- Notices hereunder shall be in writing and shall be 
s dant if delivered to: 

City of Modesto 
801 l l t h  Street 
Modmto, Calif- 96S64 
A k  F ' i n a n c e ~ r  

Industrial Development Agency 
of the Citg of Modeuto 

801 llth street 
Modesto, California 96364 
A k  Chairperson 

Section Headlnga W ~ c t i o n  headings in this Agreement are for 
reference only and are not to be conatrued as rnodiQing or governiag the 
section referred to or to d e b e  or limit the scope of any provision of this 

8.03, Consent. Whenever in this Agreement any consent or approval b 
the 8ame Shd not be m ~ o ~ b l y  Withhdd. 

on 8.04 Law Governing. Thia Agreement b~ made in the State under the 
tutim and laws of the State and b to be so construed. 

8.06. AmendmePta Thh Agreement may be amended at aoy time, or h m  
contract with the holdem of Bon& hued  by the 

tion in paymenta to be made by the Authority or the 
IU or law of q j u b d i c t i o n  having authoriv, by one , 

by all of the partiea to tht Agmmmt .either 
pmvini0011 of tht Agreement or tor any other 

of new partie8 (including l e d  entitier 

on 8.08, Enlorament by Authoritye The Authority is hereby authoxid to take 
or all legnl or e t a b b  ad-, including but not limitod to iqjunctlon and opeaifio 
omnnae,~q~orpermittedbyLawtod~r~d~ACprrmsnt. $ I ' 

on &We SevembUtye Should a n ~ r  part, term or proddon of thir Agreement be 
any court of compebnt juabdiation to be ngal  or fn d e t  with any hw. of 
or o t h o m h  bo redud undomeable or inefictd, the validity of tha 

portionr w prwbionr d d  not be affbcted -by. 



on 8.08. S U C C ~ H .  This Agreement shall be binding upon and shall inure to the 
of the sueceuom of the respective Members. None of the Memberr may mign ' 

dght or obligation hemunder without the written eonsent of the other Membem. 



WITNESS WHEREOF, the parties hereto have caused thh Agreement to be executed 
d atte~ted by their proper officem thereunto duly authorized and their official mals to 
hereto mod, on the day and year set opposite the name of each of the parties. . 

b~ November 21, 1989 9: 

INDUSTRIAL DEVELOPMENT AUTHOIUTY 
OF THE CITY OF MODESTO 



State of California 
Secretary of State 

1, BRUCE McPHERSON, Secretary of State of the State of 
lifomia, hereby certify: 

That the attached transcript of / page(s) was prepared by and 
this ofice from the record on file, of which it purports to be a copy, and 
at it is full, true and correct. 

IN WITNESS WHEREOF, I ,execute this 
certificate and affix the Great Seal of the 
State of California this day of 

OCT 1 0 2006 

BRUCE McPHERSON 
Secretary of State 

*ate  Form CE-108 (REV 03/31m5) 





State of California 
Secretary of State 

I, BRUCE McPHERSON, Secretary of State of the State of 
California, hereby certify: 

That the attached transcript of ,& page(s) was prepared by and 
in this office from the record on file, of which it purports to be a copy, and 
that it is full, true and correct. 

IN WITNESS WHEREOF, I execute this 
certificate and affix the Great Seal of the 
State of California this day of 

2 0 2006 

BRUCE McPHERSON 
Secretary of State 

SedSlate Form CE- 108 (REV 033 1/05) 



State of California 
Secretary of State 

STATEMENT OF FACTS 
ROSTER OF PUBLIC AGENCIES FILING 

(Government Code Section 53051) 

I Instructions: 

1. Complete and mail to: Secretary of State, 
P.O. Box 942877, Sacramento, CA 94277-0001 (916) 653-3984 

2. A street address must be given as the official mailing address or as I the address of the presiding officer. 

FILED 
In the office of the Secretary of State 

of the Slate of Califomla 

OCT 1 8 2006 

(Offlce Use Only) 

1 3. Complete addresses as required. 

1 4. If you need additional space, please include information on an 8% X 11 page. 

I New Filing Update 

I Legal name of Public Agency: Modesto Public Financing Authority 

Nature of Update: Change in C ~ r f l l l l i s ~ i ~ n e r ~  

county: Stanislaus 

official ~ ~ i i i ~ ~  Address: P.0, Box 642, Modesto, California 95353 (physical address: 1010 Tenth Street) 

I Name and Address of each member of the governing board: 
. . e s r d r n o l n d i c a t e  Title): Chairperson 

N ~ ~ ~ :  Jim Ridenour I C-rpr Address: P.O. Box 642. Modesto. California 95353 

S ~ l n d l c a t e  Title): Secretary 

N~,,,~: Jean Morris Address: P.O. BOX 642, Modesto, California 95353 

Name: Will O'Bryant (Vice Chairperson) Address: P.0. BOX 642, Modeslo, California 95353 

Name: ' Bob Dunbar (Member) Address: P.O. BOX 842, Modesto. California 95353 

Name; Brad Hawn (Member) Address: P.O. Box 642, Modesto, California 85353 

Name: Janice Keating (Member) Address: P.O. Box 642. Modeslo, California 95353 

N ~ ~ ~ :  Garrad Marsh (Member) Address: P.O. Box 642, Modesto, California 95353 

Name: Kristin Olsen (Member) 
Date: October 17.2006 

Jean Morris, Secretary 
Typed Name and Title 

SEWTATE NPISF 405 (REV. 0317005) 



STATE OF CALIFORNIA 1 
1 

COUNTY OF STANISLAUS 1 

ENDORSED - FILED 
in Ute m e  of the Secretary of State 

of the State of California 

APR 1 7 2008 

DEBRA BOWEN 
Secretary of State 

AFFIDAVIT OF FILING OF 
CERTIFIED SIGNATURE 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Modesto Public 
Financing Authority; and the following signature designated by my official title is my own 
manually executed signature and is being filed with the Secretary of State of the State of 
California, so that after such filing the facsimile signature of such officer may hereafter be used 
on the public securities hereafter issued by said Modesto Public Financing Authority, pursuant to 
Sections 5500 through 5506 of the California Government Code. 

I certify under penalty of perjury that the foregoing is true and correct. 

EXECUTED this (5 day of April, 2008, at Modesto, California. 

Stephanie Lopez 
Secretary 

Modesto Public Financing Authority 



STATE OF CALIFORNIA 1 
1 

COUNTY OF STANISLAUS 1 

ENDORSED - FILED 
in the offie of the Secretary of State 

of the State of California 

APR 2 $2007 

DEBRA t38WEN 
Secretary of State 

AFFIDAVIT OF FILING OF 
CERTIFIED SIGNATURE 

I, Jim Ridenour, hereby certify that I am the Chairperson of the Commission of the 
Modesto Public Financing Authority; and the following signature designated by my official title 
is my own manually executed signature and is being filed with the Secretary of State of the State 
of Califomia, so that after such filing the facsimile signature of such officer may hereafter be 
used on the public securities hereafter issued by said Modesto Public Financing Authority, 
pursuant to Sections 5500 through 5506 of the California Government Code. 

I certify under penalty of perjury that the foregoing is true and correct. 

EXECUTED this day of April, 2007, at Stanislaus, California. 

Jim Ridenour 
Chairperson of the Commission of the 
Modesto Public Financing Authority 



Blanket Issuer Letter of Representations 
no be Completed by Issuer] 

Modesto Publ i c  Financing Author i ty  
(Kame of Issuer] 

January 14, 1997 
[Date] 

Attention: Underwrjting Department - Eligibility 
The Depository Tmst Company 
55 M'ater Street; 50th Floor 
New! York, KY 10041 - 0099 

Ladies and Gentlemen: 
This letter sets forth our understanding with respect to all issues (the "Securitiesw) that Issuer 

shall request be made eligible for deposit by The Depository Twt Company ("DTC"). 

To induce DTC to accept the Securities as eligible for deposit at DTC, and to act &I accordance 
wi th  DTC3 Rules uith respect to the Smuities, Issuer represents to D ' I ~  that Issuer will comply 
uith the requirements stated in DTCi Operational Arrangements, as tdey m y  be amended fmm 
time to time. 

Kote: - Ver), truly yours, 
Schedule A contains statements that DTC believes 
accurately describe DTC, the method of effectin book- 
e n m  mnrfen of securities dimbutcd thmugb ~k and 
certb related manen. Modesto Publ i c  Financinq Author i ty  

By: 
(Authorid OfEerr's Slgbrrture) 

Kevin Riper  
Received and Accepted: Audi tor  and Treasurer 

Cfyp"ite NI~M & Titk) 
Finance Department, C i t y  Hal 1 

THE DEPOSITORY TRUST COMPANY 1012 "1" S t r e e t ,  2nd F loor  
fSm* Address) 

By Modesto C A 95354 
(City) (State) (Zip) 

(209) 577-5370 
(Phone Number) 



SCHEDULE A 

SAMPLE OFFERING DOCUMENT. WNGUAGE 
DESCRIBING BOOK-ENTRY-ONLY ISSUANCE 

(Prepared by DTCdmcketed material may be applicable only to certain truer) 

I. The Depository T w t  Company ('DTC"), Ncw York, NY, wlll act u -ties depository for the 
securities (the 'Securities"). The Securities will be issued as fully-mgMered securities registered in the 
name of Cede Q Co. (DTCS partnership nominee). One fully-registered Security ce6ca te  will be 
issued for [each issue of] the Securities, [each] in the aggn?gate prindpal amount of such issue, and will 
be deposited with DTC. [If, hawever, the aggregate principal amount of [any] issue exceeds $200 
million, one celtificate will be issued with respect to each $200 million of prindpd amount and an 
additional certifjcate will be issued with respect to any remaining prindpal amount of such issue.] 

2. DTC is a limited-purpose hurt 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 Commerdal Code, and a 
"clearing agency" registered pursuant to the prwisions of S d o n  17A of the Secwities Exchange Act of 
1934. DTC holds securities that its pdcipants ('P.mcipantsn) deposit with DTC. DTC rho fadlitates 
the settlement among Participants of secuiities tfansactions, such as transfen and pledges, in deposited 
securities through electronic computerized book-entry changes in Participants' accounts, thereby 
eliminating the need for physical movement of securities certificates. Direct Participants include 
securities brokers and dealers, banks, trust companies, clearing corporations, and certain other 
organizations. DTC is owned by a number of its Direct Participants and by the New York Stock 
Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities Dealers, 
Inc. Access to the DTC system is also available to others such as &ties brokers and dealers, banks, 
and trust companies that clear through or maintain a custodial relationship with a Direct Participant, 
either bectly or indirectly ("Indirect PPrticipants"). The Rules applicable to DTC and its Participants 
are on file with the Securities and Exchange Commission. 

3. Purchases of Securities under the DTC system must be made by or through Dinct Participants, 
which will receive a credit for the Securities on DTCS records. The ownership interest of each actual 
purchaser of each Security ('Beneficial Owner") is in turn to be m r d d  on the Direct and Indivct 
Participants' records. Beneficial Owners will not receive written conhat ion  from DTC of their 
purchase, but Beneficial Ownen are expected to nceive written adhations prmdding details ofthe 
transaction, as weU as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the muaction. Transfers of ownership interests in the 
Securities are to be accomplished by entries made on the books of Partidpants acting on behalf of 
Beneficial Ouners. Benefiaal Owners will not nceive certificates qresenting their ownership interests 
in Securities. except in the ,event that use of the book-entry system for the Securities is discontinued. 

4. To facilitate subsequent transfers. all Securities deposited by Paxtidpants with DTC are registered 
in the name of DTC5 partnership nominee, Cede & Co. The deposit of Securities with DTC and their 
registration in the name of Cede & Co. effect no change in beneficial ownership. DTC bas no 
lcnou~ledge of the actual Benefiaal Owners of the Securities; DTC's records reflect only the identity of 
the Direct Participants to whose accounts such Securities are credited, which may or may not be the 
Beneficial Chtners. The Participants will remain responsible for keeping account of their holdings on 
behalf of their customers. 



5. Conveyance of notices and other communications by DTC to Direct Pdcipants, by Direct 
Participants to Indirect Partidpants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulator)' 
requirements as may be in effect from time to time. 

[6. Redemption notices shall be sent to Cede & Co. If less than all of the Securities within an issue are 
being redeemed, DTC's practice is to detennine by lot the amount of the interest of each Direct 
Partidpant in such issue to be redeemed.] 

7. Neither DTC nor Cede & Co. will consent or vote with respect to Secwities. Under its usual 
procedures, DTC mails an Omnibus Proxy to tbe Issuer as soon as pos.dble h e r  the m r d  date. The 
Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose 
accounts the Securities are credited on the record date (identified in a listing attached to the .hnfbus  
Prox),). 

8. Principal and interest paynents on the Securities wiIl be made to DTC. DTCS practice is to credit 
Direct Participants' accounts on payable date in accordance with their respective holdings shown on 
DTCS records unless DTC has reason to believe that it will not receive payment 6n payabIe date. 
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 h r  form oq registered in 
"street name," and will be the responsibility of such Participant and not of DTC, the Agent, or the 
Issuer, subject to any statutory or regulato~y requirements as may be in effect from time to time. 
Payment of principal and interest to DTC k the responsibility of the Issuer or the Agent, disbursement 
of such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such 
payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants. 

19. A Beneficial Owner shall give notice to elect to have its Securities purchased or tendered, through 
its Participant, to the [Tender/Remarketing] Agent, and shall effect delivery of such Securities by causing 
the Direct Participant to transfer the Participant's interest in the Securities, on DTCS records, to the 
[Tender/Remarlceting] Agent. The requirement for physical delivery of Sewxities in connection with a 
demand for purchase or a mandatory purchase will be deemed satisfied when the ownenhip rights in 
the Secwities are transferred by Direct Participants on DTCS records.] ' 

10. DTC may dismntinue providing its services ss securities depository with respect to the Securities 
at any time by giving reasonable notice to the Issuer or the Agent. Under such circumstances, in the 
event that a successor securities depository is not obtained, Security certificates are mquired to be 
printed and debverd. 

11. The lssuer may decide to discontinue use of the system of book-entry transfers thmgh DTC (or 
a successor securities depository). In that event. Security e d c a t e s  will be printed and deliver&. 

12. The information in this section concerning DTC and DTC's book-en~ system has been obtained 
from sources that the lssuer believes to be reliable, but the Issuer takes no responsibility for the 
accuracy thereof. 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

WRITTEN REQUEST OF THE AUTHORITY TO THE TRUSTEE AND 
TRUSTEE CERTIFICATE OF DELIVERY AND PAYMENT 

To THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A., as trustee (the 
"Trustee") under the Indenture, dated as of August 1, 2008 (the "Indenture"), by and between the 
Modesto Public Financing Authority (the "Authority") and the Trustee, pursuant to which the 
Authority's Lease Revenue Refunding Bonds Series 2008 (the "Series 2008 Bonds"), in the 
aggregate principal amount of $65,170,000.00, have been delivered. 

You are hereby requested to execute and deliver $65,170,000.00 initial principal amount 
of the Series 2008 Bonds, and to deliver the Series 2008 Bonds to The Depository Trust 
Company, New York, New York in a F.A.S.T. delivery for the account of Banc of America 
Securities LLC, as underwriter (the "Underwriter"), upon payment to you as Trustee, for the 
account of the Authority, of the net purchase price of the Series 2008 Bonds, which has been 
calculated by the Underwriter and represented to the Trustee as being equal to $64,971,132.06 
(representing the aggregate principal amount of the Series 2008 Bonds of $65,170,000.00, less 
an underwriting discount of $198,867.94) and the Underwriter will wire such amount to you, as 
trustee. 

Pursuant to Section 3.02 of the Indenture, you are hereby authorized and directed to 
deposit or transfer the following amounts (representing the net purchase price for the Series 2008 
Bonds) as follows: 

(a) the sum of $406,461.95 in the Costs of Issuance Fund; 

(b) the sum of $3,355,941.69, which shall be transferred by the Trustee to the 1998 
Escrow Agent, as escrow agent pursuant to the 1998 Escrow Agreement, for 
deposit in the escrow fund created pursuant to the 1998 Escrow Agreement; and 

(c) the sum of $61,200,000.00, which shall be transferred by the Trustee to the 2007 
Escrow Agent, as escrow agent pursuant to the 2007 Escrow Agreement, for 
deposit in the escrow fund created pursuant to the 2007 Escrow Agreement; and 

(d) the sum of $8,728.42 in the Reserve Fund. 

The Trustee hereby acknowledges receipt of the net purchase price (as described above) 
of the Series 2008 Bonds and confirms that it has taken the actions and deposited, credited or 
transferred the proceeds from the sale of the Series 2008 Bonds as instructed as set forth above. 



Capitalized terms used herein not otherwise defined herein shall have the meanings 
ascribed thereto in the Indenture. 

Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

~udi to;  and Treasurer 

Acknowledged: 

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

By: 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

TO: The Bank of New York Mellon Trust Company, N.A. 

RE: Disbursement from the Cost of Issuance Fund pursuant to Section 3.03 of the Indenture, 
dated as of August 1, 2008 (the "Indenture"), by and between THE BANK OF NEW 
YORK MELLON TRUST COMPANY, N.A., as Trustee (the "Trustee") and MODEST0 
PUBLIC FINANCING AUTHORITY (the "Authority") 

WRITTEN REQUEST FOR REQUISITION 
FROM COSTS OF ISSUANCE FUND 

REQUISITION NO. 1 

You are here by instructed to pay as Costs of Issuance of the Authority's Lease Revenue 
Refunding Bonds, Series 2008 (the "Series 2008 Bonds") from the Cost of Issuance Fund as 
provided in Section 3.03 of the Indenture the amounts set forth on Exhibit A hereto, to the 
persons or entities designated therein as Payee. These Costs of Issuance have been properly 
incurred, are a proper charge against the Costs of Issuance Fund and have not been the basis of 
any previous disbursements. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

n 

By: 
Wayne Padilla 

Auditor and Treasurer 



EXHIBIT A 

Upon presentation of an invoice from the undersigned Payees, the Trustee is instructed to 
pay such invoices up to the following amounts: 

Pavee 

The Bank of New York Mellon Trust 
Company 

Jensen Law Office 

Fitch, Inc. 

Grant Thornton LLP 

Chicago Title Company 

Law Office of Kathleen Johnson 

Bank of America, N.A. 

Description Amount 

Trustee Fee $1,500.00 

Trustee's Counsel Fee 

Rating Agency Fee 

Verification Agent Fee 

Title Company 

Bank Counsel 

Letter of Credit 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

DIRECTION OF THE AUTHORITY 

To: The Bank of New York Mellon Trust Company, N.A., as successor trustee (the "1998 
Escrow Agent" and the "1998 Trustee") 

I, Wayne Padilla, hereby certify that I am the Auditor and Treasurer of the Modesto 
Public Financing Authority (the "Authority") and as such I am authorized to execute this 
document on behalf of the Authority. 

The Authority hereby directs you, as the 1998 Trustee and Escrow Agent to (i) transfer 
monies held by you under that certain Trust Indenture, dated as of March 1, 1998 (the "1998 
Indenture"), by and between the Authority and The B& of New York Mellon Trust Company, 
N.A., as successor trustee in the amounts of $361,113.10 from the 1998 Reserve Fund to the 
Reserve Fund established pursuant to that certain Indenture, dated August 1, 2008, between the 
Authority and The Bank of New York Mellon Trust Company, N.A., as trustee, and (ii) transfer 
$542,116.25 from other debt service revenues held by you to the "Series 1998 Bonds Escrow 
Fund" created under the Escrow Agreement, dated August 28, 2008 (the "2008 Escrow 
Agreement") between the Authority and the 1998 Escrow Agent. 

You are hereby further authorized and directed as 1998 Escrow Agent under the 1998 
Escrow Agreement to pay on September 1, 2008, the principal of the Refunded 1998 Bonds 
maturing on September 1, 2008, and to pay on September 29,2008 (the "Redemption Date"), the 
redemption price of 101.0% of the principal amount of the Refunded 1998 Bonds maturing on 
and after September 1,2009, together with interest accrued thereon. 

Any amounts remaining in any of the funds and accounts under the Indenture after such 
transfer and redemption shall be paid to Authority or applied under the 2008 Indenture as further 
directed by the Authority. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



IN WITNESS WHEREOF, I have hereunto set my hand this 28th day of August, 2008. 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
Wayne Padilla 

Auditor and Treasurer 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

DIRECTION OF THE AUTHORITY 

To: The Bank of New York Mellon Trust Company, N.A., as successor trustee (the "2007 
Escrow Agent" and the "2007 Trustee") 

I, Wayne Padilla, hereby certify that I am the Auditor and Treasurer of the Modesto 
Public Financing Authority (the "Authority") and as such I am authorized to execute this 
document on behalf of the Authority. 

The Authority hereby directs you, as the 2007 Trustee and Escrow Agent to (i) transfer 
monies held by you under that certain Trust Indenture, dated as of April 1, 2007 (the "2007 
Indenture"), by and between the Authority and The Bank of New York Mellon Trust Company, 
N.A., as successor trustee in the amounts of $4,418,029.56 from the 2007 Reserve Fund to the 
Reserve Fund established pursuant to that certain Indenture (the "2008 Indenture"), dated as of 
August 1, 2008, between the Authority and The Bank of New York Mellon Trust Company, 
N.A., as trustee (the "2008 Trustee"); (ii) transfer amounts of $1,405,461.48 from the 2007 Debt 
Service Fund held by you to the "Series 2007 Bonds Escrow Fund" created under the Escrow 
Agreement, dated August 28, 2008 (the "2008 Escrow Agreement") between the Authority and 
the 2008 Escrow Agent; (iii) transfer from the 2007 Cost of Issuance Fund held by you the 
amount of $4.52 to the 2008 Cost of Issuance Fund established under the 2008 Indenture; and 
(iv) transfer from the 2007 Project Fund held by you the amount of $2,212,556.29 to the 2008 
Project Fund. 

You are hereby further authorized and directed as 2008 Escrow Agent under the 2008 
Escrow Agreement to (i) pay on September 3, 2008, the principal of the Refunded 2007 Bonds 
maturing on September 1, 2008, together with interest accrued thereon, and to pay on 
September 3, 2008 (the "Redemption Date"), the redemption price of 100.0% of the principal 
amount of the Refunded 2007 Bonds maturing on and after September 1, 2009, together with 
interest accrued thereon. 

Any amounts remaining in any of the funds and accounts under the Indenture after such 
transfer and redemption shall be paid to Authority. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



IN WITNESS WHEREOF, I have hereunto set my hand this 28th day of August, 2008. 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: fl/& 
Wayne Padilla 

Auditor and Treasurer 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING CITY RESOLUTION 

I, Stephanie Lopez, hereby certify that I am the City Clerk of the City of Modesto (the 
"City"), a charter city and municipal corporation duly organized under the Constitution and the 
laws of the State of California, and that as such I am authorized to execute this Certificate on 
behalf of the City. 

I hereby further certify that the attached resolution is a full, true and correct copy of 
Resolution No. 2008-453, adopted at the regular meeting of the City Council of the City held on 
August 6, 2008, of which meeting all of the members of the City Council of the City had due 
notice and at which a quorum was present and acting throughout. 

I hereby further certify that I have carefully compared the same with the original 
resolution so adopted at said meeting and that it is a full, true and correct copy of said resolution; 
and that said resolution has not been amended, modified or rescinded since the date of adoption 
and is now in full force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



Dated: August 28,2008 

CITY OF MODEST0 

By: 
I I Stephanie~o~ek 1 



CITY OF MODEST0 
RESOLUTION NO. 2008-453 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MODEST0 
APPROVING AND AUTHORIZING THE ISSUANCE AND SALE BY THE 
MODEST0 PUBLIC FINANCING AUTHORITY OF LEASE REVENUE 
REFUNDING BONDS, SERIES 2008 IN AN AGGREGATE PRINCIPAL 
AMOUNT NOT TO EXCEED $75,000,000; DIRECTING EXECUTION OF 
CERTAIN LEASE FINANCING DOCUMENTS AND CERTAIN RELATED 
DOCUMENTS; APPROVING THE FORMS OF AND AUTHORIZING THE 
EXECUTION AND DELIVERY OF A LETTER OF CREDIT AND 
REIMBURSEMENT AGREEMENT, AND A BOND PURCHASE CONTRACT, 
AND A SWAP AGREEMENT; APPROVING THE FORM OF AND 
AUTHORIZING THE DISTRIBUTION OF AN OFFICIAL STATEMENT; AND 
APPROVING CERTAIN OTHER RELATED ACTIONS 

WHEREAS, the City of Modesto (the "City") is a charter city and a municipal 

corporation duly organized and existing under and by virtue of the laws of the State of 

California; and 

WHEREAS, the Modesto Public Financing Authority (the "Authority") is authorized 

under the Marks-Roos Local Bond Pooling Act of 1985, constituting Article 4, Chapter 5, 

Division 7, Title 1 (commencing with Section 6584) of the California Government Code, as 

amended (the "Act"), to lease andlor purchase real property and to issue bonds for the financing 

and refinancing of public capital improvements whenever there are significant public benefits; 

and 

WHEREAS, the City is a Local Agency under the Act and, working together with the 

Authority, previously leased and financed the costs associated with a mixed-use development, 

including, among other uses, retail and office uses, public parking garage (the "1 oth Street 

Garage"), and a City-County building, each of such improvements more commonly referred to as 

the 10th Street Place Project (the "10th Street Place Project") and other public capital 



improvements, including the Communications Dispatch Center, the John Thurman Field and a 

Police Headquarters Building (together with the 10th Street Place Project, the "Project"); and 

WHEREAS, the Authority previously issued (a) its Lease Revenue Bonds, Series 1998 

(Capital Improvements and Refinancing Project) (the "1998 Bonds") for the purpose of (i) 

providing funds for the 1998 Project, (ii) providing funds to refund its outstanding 1986 

Certificates of Participation (Capital Improvements Project), (iii) paying capitalized interest on 

the 1998 Bonds, (iv) providing a debt service reserve fund for the 1998 Bands and (v) paying the 

costs of issuance therefor, and (b) its Lease Revenue Refunding and Capital Improvement 

Bonds, Series 2007 (the "2007 Bonds") for the purposes of (i) providing funds to finance certain 

additional improvements to the 1998 Project, (ii) providing funds to refund all of its Lease 

Revenue Bonds, Series 1997 (John Thurman Field Renovation Project) (the "1997 Bonds") and 

(iii) providing funds to refund a portion of its 1998 Bonds, (iv) providing a debt service reserve 

fund for the 1998 Bonds and (v) paying the costs of issuance therefor; and 

WHEREAS, in furtherance of the Project, the Redevelopment Agency of the City of 

Modesto (the "Redevelopment Agency"), the City-County Capital Improvements and Financing 

Agency (the "County Financing Agency") and the City, each leased certain real property (the 

"Project Properties") to the Authority pursuant to certain facilitylsite leases, each between the 

Authority and the City, the Redevelopment Agency or the County Financing Agency, as the 

applicable owner of such property (collectively, the "1998 FacilityISite Leases"); and 

WHEREAS, the Authority leased the Project Properties to the City pursuant to certain a 

Leaselpurchase Agreement, dated as of March 1, 1998, as amended (the "1 998 Lease") under 



which the City is obligated to make lease payments for the lease of the Project Properties 

thereunder; and 

WHEREAS, in furtherance of the Project, the City and the Redevelopment Agency and 

the City entered into a Reimbursement Agreement, dated as of March 1, 1998 (the 

"Redevelopment Agency Reimbursement Agreement"), pursuant to which the Redevelopment 

Agency is obligated to make certain semi-annual payments to the City; and 

WHEREAS, in connection with issuance the of the 2007 Bonds, the City subleased the 

Project Property to the Authority pursuant to a sublease, as provided in the 1998 Lease and the 

Authority leased back the Project Property to the City pursuant to the terms of a facility lease 

(collectively, the "2007 Leases"); and 

WHEREAS, the City has been advised that it will experience unusually high interest rates 

on the 2007 Bonds at the time the initial interest rate (which was fixed fiom the date of issuance 

through September 1,2008) is subject to change through the auction rate procedures; and 

WHEREAS, the City has determined that by refinancing the Project by refunding all of 

the outstanding 1998 Bonds and 2007 Bonds (collectively, the "Prior Bonds") the City can 

achieve interest cost savings and/or desirable restructuring of debt obligations so as to minimize 

the impact of current and potential future market instability; and 

WHEREAS, upon r ehd ing  of the Prior Bonds, the 1998 Facility/Site Leases, the 1998 

Lease and the 2007 Leases will be terminated; and 

WHEREAS, in furtherance of the refinancing of the Project, the City will lease certain 

real property and facilities to the Authority pursuant to the terms of a Facilities Lease, dated as of 



August 1,2008, by and between the City and the Authority (the "Police Facilities and 

Miscellaneous Facilities Lease"), which properties are described in Exhibit A to the Police 

Facilities and Miscellaneous Facilities Lease, and generally consist of the Police Headquarters 

Building; Police Operations Building; Fire Stations #3, #5, #6, #7, #9 and #11; the Senior Citizen 

Center; Parking Lot No. 25 and the Corporation Yard; and 

WHEREAS, in Mherance of the refinancing of the Project, the Redevelopment Agency 

will lease the site of the 1 Street Garage to the Authority pursuant to the terms of a Facilities 

Lease, dated as of August 1,2008, between the Redevelopment Agency and the Authority (the 

"RA Facilities Lease"); and 

WHEREAS, in furtherance of the refinancing of the Project, the County Financing 

Agency will lease to the Authority the City's interest in the City-County building and the site 

upon which such facility is located, together with the City's interest in common areas to be used 

by the City pursuant to the terms of a Facilities Lease (City-County Building), dated as of 

August 1,2008, between County Financing Agency and the Authority (the "FA Facilities 

Lease"); and 

WHEREAS, in furtherance of the refinancing of the Project, the City will lease its 

undivided one-half interest in and to the Communications Dispatch Center, together with 

common areas to be used by the City to the Authority pursuant to the terms of a Facilities Lease 

(Communications Dispatch Center), dated as of August 1,2008, between the City and the 

Authority (the "City CDC Facilities Lease"); and 

WHEREAS, pursuant to the Lease Agreement (the "Lease Agreement"), dated as of 

August 1,2008, the City, will lease certain components of the Project and the Sites (as defined 
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in the Lease Agreement) together with the Leased Units of the Project (collectively, the "Leased 

Property") from the Authority and pay Lease Payments therefor, all under and in accordance 

with the Constitution and laws of the State of California, including the Act; and 

WHEREAS, the City has determined, based upon the maximum annual fair market rental 

value, the maximum annual base rental payments payable by the City (exclusive of additional 

payments) in any fiscal year shall not exceed $6,500,000, plus any deferred rental as provided in 

Section 3.04 of the Lease Agreement; and 

WHEREAS, in order to evidence the Redevelopment Agency's continuing obligation 

under the Redevelopment Agency Reimbursement Agreement to contribute to the payment of 

lease payments payable by the City under the Lease Agreement with respect to the 1 oh Street 

Garage, the City and the Redevelopment Agency will amend the Redevelopment Agency 

Reimbursement Agreemeht, pursuant to the First Amendment to Reimbursement Agreement (the 

"First Amendment to Reimbursement Agreement") dated as of August 1,2008, by and between 

the City and the Redevelopment Agency; and 

WHEREAS, no portion of the Leased Property will be used for a purpose other than a 

governmental function authorized under the provisions of the Constitution and laws of the State 

of California; and 

WHEREAS, the City desires to approve the sale and issuance by the Authority of its 

Lease Revenue Refunding Bonds, Series 2008, in one or more series of bonds and in an amount 

not to exceed $75,000,000 (the "2008 Bonds"), pursuant to an indenture (the "Indenture") by and 

between the Authority and The Bank of New York Mellon Trust Company, N.A., as trustee (the 

"Trustee"), for the purposes of (i) providing funds to refund all of the Prior Bonds on a current 



basis, (ii) funding a reserve fund for the 2008 Bonds and (iii) paying the costs of issuance 

therefor; and 

WHEREAS, the City has determined that the Authority should execute and deliver the 

2008 Bonds initially as variable rate demand bonds; 

WHEREAS, in order to secure credit and liquidity support for the 2008 Bonds, the City 

intends to enter into a Reimbursement Agreement (the "Reimbursement Agreement") between 

the City and Bank of America, N.A. (the "Credit Facility Provider") to obtain a letter of credit 

(the "Letter of Credit") to further secure the Series 2008 Bonds; and 

WHEREAS, the City proposes to execute and enter into a bond purchase contract (the 

"Purchase Contract") with Banc of America Securities LLC (the "Underwriter") and the 

Authority, pursuant to which the Underwriter will purchase the 2008 Bonds for reoffering to the 

public; and 

WHEREAS, the City proposes to approve of the Preliminary Official Statement relating 

to the 2008 Bonds (the "Preliminary Official Statement"), and to execute and deliver an Official 

Statement (the "Official Statement") relating to the 2008 Bonds and to authorize the distribution 

of the Preliminary Official Statement to prospective purchasers and the Official Statement to 

actual purchasers of the 2008 Bonds; and 

WHEREAS, Section 5922 of the California Government Code provides that in 

connection with, or incidental to, the issuance or carrying of bonds, any public entity may enter 

into any contracts which the public entity determines to be appropriate to place the obligations 

represented by such bonds, in whole or in part, on the interest rate, cash flow or other basis 



desired by the public entity, including without limitation contracts commonly known as interest 

rate swap agreements, to hedge payment, rate, spread or similar exposure; and 

WHEREAS, the Authority and Bank of America, N.A., as a qualified counterparty (the 

"Swap Provider"), previously entered into an ISDA Master Agreement (Local Currency-Single 

Jurisdiction 1992), the U.S. Municipal Counterparty Schedule thereto, a Credit Support Annex 

and a Confirmation, relating to the 2007 Bonds (collectively, the "2007 Interest Rate Swap 

Agreement"); and 

WHEREAS, the Autharity is expected to execute an interest rate swap agreement 

providing for a fixed swap rate on the Series 2008 Bonds (the "Swap Agreement") and the 

Authority will execute the Swap Agreement using the new ISDA Master Agreement and related 

Schedule, Credit Support Annex and Confirmation (collectively, the "2008 Interest Rate Swap 

Agreement") by and between the Authority and the Swap Provider. (the "Swap Provider"); and 

WHEREAS, pursuant to Section 5922 of the Government Code of the State of California, 

the City hereby finds and determines that the Swap Agreement to be entered into by the 

Authority in connection with, or incidental to, the issuance of the Series 2008 Bonds, will reduce 

the amount and duration of interest rate risk with respect to the Series 2008 Bonds and will result 

in a lower cost of borrowing by the Authority when used in combination with the Series 2008 

Bonds; and 

WHEREAS, in order to provide flexibility to the City to achieve the best financing 

structure, the City desires to authorize staff to substitute a liquidity facility or bond insurance in 

lieu of the Letter of Credit andlor to issue the 2008 Bonds in a fixed rate mode with or without 

any credit support, if the City Finance Director, upon the advice of the City's financial advisor, 



determines that a liquidity facility, bond insurance andlor different interest rate mode for the 

2008 Bonds would be more cost effective and/or in the best interest of the City; and 

WHEREAS, all acts, conditions and things required by the Constitution and laws of the 

State of California to exist, to have happened and to have been performed precedent to and in 

connection with the consummation of the transactions authorized hereby do exist, have happened 

and have been performed in regular and due time, form and manner as required by law, and the 

City is now duly authorized and empowered, pursuant to each and every requirement of law, to 

consummate such transactions for the purpose, in the manner and upon the tenns herein 

provided; 

NOW, THEREFORE, it is hereby resolved by the City Council of the City of Modesto, 

as follows: 

Section 1. Findings. The City Council hereby finds and determines that the foregoing 

recitals are true and correct and that the actions authorized hereby constitute and are with respect 

to the public affairs of the City and that the consummation of the transactions contemplated shall 

result in significant public benefits to the City. 

Section 2. Approval of Issuance of 2008 Bonds. The City Council hereby approves the 

issuance of the 2008 Bonds by the Authority in the aggregate principal amount not to exceed 

$75,000,000. 

Section 3. Lease Financing Documents. The Police Facilities and Miscellaneous 

Facilities Lease, the City CDC Facilities Lease and the Lease Agreement (collectively, the 

"Lease Financing Documents") in the forms presented at this meeting and on file with the City 



Clerk are hereby approved, and each of the City Manager and Finance Director and each of their 

designees (each, an "Authorized Officer"), acting singly, is each hereby authorized and directed, 

for and in the name and on behalf of the City, to execute and deliver each of the Lease Financing 

Documents in substantially said forms, with such changes therein as such Authorized Officer 

may require or approve, including such changes as may be required by Section 9 hereof, such 

approval to be conclusively evidenced by the execution and delivery thereof. The maximum 

annual base rental payments payable by the City (exclusive of additional payments) in any fiscal 

year shall not exceed $6,500,000, plus any deferred rental as provided in Section 3.04 of the 

Lease Agreement. 

Section 4. Reimbursement Agreement. The Reimbursement Agreement, proposed to be 

executed and entered into by and among the City and the Credit Facility Provider, in the form 

presented at this meeting and on file with the City Clerk, is hereby approved, and each of the 

City Manager and the Finance Director, acting singly, is hereby authorized and directed, for and 

in the name and on behalf of the City, to execute and deliver the Reimbursement Agreement in 

substantially said form, with such changes therein as such officer executing the Reimbursement 

Agreement may require or approve, such approval to be conclusively evidenced by the execution 

and delivery thereof. 

Section 5. Purchase Contract. The proposed form of the Purchase Contract presented to 

this meeting and on file with the City Clerk is hereby approved. The Authorized Officers are 

each hereby authorized and directed, for and in the name and on behalf of the City, to execute 

and deliver the Purchase Contract in substantially said form, with such changes therein as such 

Authorized Officer may require or approve, including such changes as may be required in 

Section 9 hereof, such approval to be conclusively evidenced by the execution and delivery 
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thereof; provided that the aggregate principal amount of the 2008 Bonds shall not exceed 

$75,000,000, the interest rate on the 2008 Bonds shall not exceed 12% per annum if the 2008 

Bonds bear interest at a variable rate or 6% per annum if the 2008 Bonds bear interest at a fixed 

rate, and the underwriting discount (excluding any original issue discount) shall not exceed 0.5% 

of the principal amount of the 2008 Bonds if the 2008 Bonds are sold as variable rate instruments 

and 0.75% if the 2008 Bonds are sold at a fixed rate (as provided in Section 9 hereof). 

Section 6. Official Statement. The form of Preliminary Official Statement of the 

Authority relating to the 2008 Bonds presented to this meeting and on file with the City Clerk is 

hereby approved. Any of the Authorized Officers is hereby authorized and directed, for and in 

the name and on behalf of the City, to "deem final" such Preliminary Official Statement, if 

applicable, and to execute and deliver a final Official Statement, in substantially the form of the 

Preliminary Official Statement, with such changes therein and additions thereto to reflect the 

terms of the sale of the 2008 Bonds (including such changes as may be required by Section 9 

hereof), as such Authorized Officer shall approve after consultation with Bond Counsel, such 

approval to be evidenced by the execution and delivery thereof. The Underwriter is hereby 

authorized to distribute copies of said Preliminary Official Statement to persons who may be 

interested in the purchase of the 2008 Bonds and are directed to deliver copies of the final 

Official Statement to all actual purchasers of the 2008 Bonds. 

Section 7. 2008 Interest Rate Swap Agreement. The 2008 Interest Rate Swap 

Agreement, in such form, as recommended by Sidley Austin LLP, and approved by the City 

Manager or the Finance Director, necessary to relate the 2007 Interest Rate Swap Agreement to 

the 2008 Bonds, is hereby approved, such approval to be conclusively evidenced by the 

execution and delivery thereof by the Authority. 
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Section 8. First Amendment to Redevelopment Agency Reimbursement Agreement. 

The execution and delivery of the First Amendment to the Redevelopment Agency 

Reimbursement Agreement, in such form, as recommended by Sidley Austin LLP, and approved 

by the City Manager or the Finance Director, is hereby approved and each of the City Manager 

and the Finance Director, acting singly, is hereby authorized and directed for and in the name 

and on behalf of the City to execute and deliver to the Redevelopment Agency, the First 

Amendment to the Redevelopment Agency Reimbursement Agreement, with such changes 

therein as such Authorized Officer executing the First Amendment to the Redevelopment 

Agency Reimbursement Agreement may require or approve, such approval to be conclusively 

evidenced by the execution and delivery thereof. 

Section 9. Liquidity Facility Changes or Issuance in a Fixed Rate Mode. If, based upon 

the advice of the City's financial advisor, Public Financial Management, the City Manager or 

Finance Director determine that it would be more cost effective andlor in the best interest of the 

City for the City to secure a liquidity facility or bond insurance in lieu of the Letter of Credit 

andlor issue the 2008 Bonds in a fixed rate mode with or without credit support, then, each of the 

Authorized Officers, acting singly, and, with the advice of the City's bond counsel, Sidley Austin 

LLP, the City's financial advisor, and the City Attorney, is hereby authorized and directed for and 

in the name and on behalf of the City to execute and deliver the documents hereto authorized or 

as authorization under Section 10 above, with such changes as such officer upon the advice of 

the City's bond counsel, the City's financial advisor, and the City Attorney, shall require and 

approve, such approval to be conclusively evidenced by the execution and delivery thereof. 

Section 10. Attestations. The City Clerk is hereby authorized and directed to attest the 

signatures of the City Manager and the Finance Director and each of their designees and to affix 
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and attest the seal of the City, as may be required or appropriate in connection with the execution 

and delivery of the 2008 Bonds and the documents approved by this Resolution. 

Section 1 1. Other Actions. Each Authorized Officer is hereby authorized and directed, 

jointly and severally, to do any and all things and to execute and deliver any and all documents 

which they may deem necessary or advisable in order to consummate, carry out, give effect to 

and comply with the terms and intent of this Resolution, the Lease Financing Documents, 

Purchase Agreement, the Letter of Credit and Reimbursement Agreement, the Bond Purchase 

Contract, the Official Statement, the 2008 Interest Rate Swap Agreement, the First Amendment 

to Redevelopment Agency Reimbursement Agreement and the 2008 Bonds, to obtain municipal 

bond insurance policies and reserve fund insurance policies, if upon the advice of the City's 

financial advisor such policies and reserve fund insurance policies are projected to result in a 

savings to the City; to effect the redemption of the Prior Bonds and the consummation of the 

transactions contemplated hereby and to consummate the issuance, sale and delivery of the 2008 

Bonds. The Authorized Officers are hereby further authorized and directed, individually or 

jointly, to execute and deliver, on behalf of the City, any other agreements, certificate, consent, 

request, approval, notice, amendment, confirmation, supplement or revision permitted or 

required to be delivered pursuant to the documents authorized hereby or otherwise as may be 

necessary or desirable in connection with the refinancing of the Project without further 

authorization by this City Council including, without limitation, a tax certificate, agreements 

relating to the engagement of verification agents, printers, bond insurers or other credit 

providers, a continuing disclosure agreement, one or more investment agreements (or 

amendments thereto), guaranteed investment contracts, fonvard delivery agreements or other 

investment vehicles for moneys in any of the funds or accounts held by the Trustee. Any actions 



heretofore taken by such officers in furtherance of any of the transactions authorized herein are 

hereby ratified, confirmed and approved. 

Section 12. Effective Date. This Resolution shall take effect immediately upon its 

adoption by this City Council. 

THE FOREGOING RESOLUTION was introduced at a regular meeting of the Council 

of the City of Modesto held on the 6'h day of August, 2008, by Councilmember Marsh, who 

moved its adoption, which motion being duly seconded by Councilmember Ham,  was upon roll 

call carried and the resolution adopted by the following vote: 

AYES: Councilmembers: Ham,  Lopez, Marsh, Olsen 

NOES: Councilmembers: O'Bryant 

ABSENT: Councilmembers: Keating, Mayor Ridenour 

ATTEST: 

(SEAL) 

APPROVED AS TO FORM: 
/? 

By: 
SUSANA A ~ A L A  WOOD, City Attorney 

-. 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CLOSING, SIGNATURE AND INCUMBENCY CERTIFICATE OF THE CITY 

The undersigned, the Finance DirectorITreasurer and City Clerk, respectively, of the City 
of Modesto (the "City"), a charter city and municipal corporation duly organized and existing 
under the laws of the State of California, hereby certify on behalf of the City, in connection with 
the Modesto Public Financing Authority Lease Revenue Refunding Bonds, Series 2008 (the 
"Series 2008 Bonds"), as follows: 

1. The officers identified below are duly authorized by the City Council of the City 
to execute on behalf of the City, certain documents, certificates and agreements relating to the 
Certificates and that pursuant to such authority certain documents, certificates and agreements 
have been executed by such persons, and attested to by the signature of the City Clerk of the 
City, and, each of the undersigned by their signature confirms that the other signatures set forth 
below are genuine or an authorized facsimile signature: 

Name Official Title Signature 

Jim Ridenour Mayor 

Greg Nyhoff City Manager 

Wayne Padilla Finance Direc torlTreasurer 

Stephanie Lopez City Clerk 
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2. The undersigned further certify that authorized officers of the City have executed 
the following documents on behalf of the City: 

(a) Lease Agreement (the "Lease Agreement"), dated as of August 1, 2008, by and 
between the City and the Modesto Public Financing Authority (the "Authority"); 

(b) Facilities Lease (Police Facilities and Miscellaneous Facilities), dated as of 
August 1, 2008 (the "Police Facilities and Miscellaneous Facilities Lease"), by 
and between the City and the Authority; 

(c) Facilities Lease (Communications Dispatch Center), dated as of August 1, 2008 
(the "City Communications Facilities Lease"), by and between the City and the 
Authority; 

(d) Bond Purchase Contract, dated August 27, 2008 (the "Purchase Contract"), 
between the Authority and Banc of America Securities LLC, as Underwriter and 
approved by the City; 

(e) Tax Certificate, dated August 28, 2008 (the "Tax Certificate") for the Series 2008 
Bonds; 

(f) the Official Statement, dated August 26,2008 (the "Official Statement"); and 

(g) Reimbursement Agreement, dated as of August 1, 2008 (the "Reimbursement 
Agreement") between the City, Authority and Credit Facility Provider. 

3.  The undersigned further certify that the following persons are now, and at all 
times since August 6, 2008 have been, the duly appointed or elected, qualified and acting 
members of the City Council: 

Name Office 

Jim Ridenour 
Garrad Marsh 
Will O'Bryant 
Dave Lopez 
Brad Hawn 
Janice Keating 
Garrad Marsh 
Kristin Olsen 

4. The undersigned further certify that: 

Mayor 
Vice Mayor 

Councilmember 
Councilmember 
Councilmember 
Councilmember 
Councilmember 
Councilmember 

(i) the representations and warranties of the City contained in the Lease Agreement, 
the Police Facilities and Miscellaneous Facilities Lease, the City Communications Facilities 



Lease, the Purchase Contract, the Reimbursement Agreement and Tax Certificate (collectively, 
the "City Documents") are accurate in all material aspects, as and if made on the date hereof; 

(ii) the City Documents have been duly executed and delivered and each constitutes a 
valid and legally binding obligation of the City enforceable in accordance with its terms, subject 
to laws relating to bankruptcy, insolvency or other laws affecting the enforcement of creditors' 
rights generally and the application of equitable principles if equitable remedies are sought; 

(iii) the resolution of the City, adopted on August 6, 2008, at a meeting of the City 
Council duly called, noticed and conducted, at which a quorum was present and acting 
throughout, authorizing the execution, delivery and due performance of the City Documents, is 
in full force and effect at the date hereof and has not been amended, modified or supplemented; 
and the resolution of the City, adopted on August 6,2008, at a meeting of the City Council duly 
called, noticed and conducted, at which a quorum was present and acting throughout, is in full 
force and effect at the date hereof and has not been amended, modified or supplemented 

(iv) the City has complied with all the agreements and satisfied all the conditions on 
its part to be performed or satisfied on or prior to the date hereof; 

(v) subsequent to the date of the Official Statement and on or prior to the date of such 
certificate, there has been no material adverse change in the condition (financial or otherwise) of 
the City, whether or not arising in the ordinary course of the operations of the City, as described 
in the Official Statement; 

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

(vii) the total rental payable under the Lease Agreement for each Rental Payment 
Period (as defined in the Lease Agreement) represents the fair rental value of the Leased 
Property (as defined in the Lease Agreement) for each such period; and 

(viii) any easements, rights of way, mineral rights, drilling rights and other rights, 
reservations, covenants, conditions or restrictions which exist of record as of the date of 
recordation of the Lease Agreement in the office of the County Recorder of the County of 
Stanislaus will not materially impair the use of the Leased Property. 
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Dated: August 28,2008 

CITY OF MODEST0 

By: 
*ape Padilla 

Finance DirectorITreasurer 

By: 

City Clerk 



Chicago Title Insurance Company 

POLICY NO.: CACTI7750-7750-45 18-0051 806668-CTIC-2008-05 

OWNER'S POLICY OF TITLE INSURANCE 
Issued by 

Chicago Title Insurance Company 

Any notice of claim and any other notice or statement in writing required to be given the Company under 
this Policy must be given to the Company at the address shown in Section 18 of the Conditions. 

COVERED RISKS 

SUBJECT TO THE EXCLUSIONS FROM COVERAGE, THE EXCEPTIONS FROM COVERAGE CONTAINED IN 
SCHEDULE B, AND THE CONDITIONS, CHICAGO TITLE INSURANCE COMPANY, a Nebraska corporation (the 
"Compariy '7 insures, as of Date of Policy and, to the extent stated in Covered Risks 9 and 10, after Date of Policy, 
against loss or damage, not exceeding the Amount of Insurance, sustained or incurred by the Insured by reason oJ 

I .  li'tle being vested other than as stated in Schedule A. 

2. Any defect in or lien or encumbrance on the Title. This Covered Risk includes but is not limited to insurance 
against 1o.s.s from 

(a) A defect in the Title caused by 

(i) forgery, fraud, undue influence, duress, incompetency, incapacity, or impersonation; 

(ii) failure of any person or Entity to have authorized a transfer or conveyance; 

(iii) a document affecting Title not properly created, executed, witnessed, sealed, acknowledged, 
notarized, or delivered; 

(iv) fililure to perform those acts necessary to create a document by electronic means authorized by law; 

0 )  a document executed under a ji2lsified, exp~red, or otherwise invalidpower of attorney; 

(vi) a document not properly $led, recorded, or indexed in the Public Records including fuilure to 
perform those acts by electronic means authorized by law; or 

(vii) a dejective judicial or admlnzstrative proceeding. 

(b) The lien of veal estate taxes or assessments imposed on the Title by a governmental authority due or 
payable, hut unpuid. 

(c) .4ny encroachment, encumbrance, violation, variation, or adverse circumstance affecting the Title that 
wo~lld be dzsclosed by an accurate and complete land survey of the Land. The term "encroachment" 
includes 'encroachments o f  existing improvements located on the Land onto adjoining land, and 
encroachments onto the Land of existing improvements located on adjoining land. 

3. Unmarketable Title 

4. No right of  access to and from the Land. 

ALTA Owner's Policy (6/17106) 



5. The violation or enforcement o f  any law, ordinance, permit, or governmental regulation (including those 
relating to building and zoning) restricting, regulating, prohibiting, or relating to 

(a) the occupancy, use, or enjoyment of the Land; 

@) the character, dimensions, or location of any improvement erected on the Land; 

fc) the subdivision of land; or 

;fa notice, describing any part of the Land, is recorded in the Public Records settlng forth the violation or 
intention to enforce, but only to the extent of the violation or enforcement referred to in that notice. 

6. An enforcement action based on the exercise of a governmental police power not covered by Covered Risk 5 if 
a notice ofthe enforcement action, describing any part of the Land, is recorded in the Public Records, but only 
to the extent of the enforcement referred to in that notice. 

7. The e,-cercise ofthe rights ofeminent domain zf a notice of the exercise, describing any part of the Land, is 
recorded in the Public Records. 

8. Any taking by a governmental body that has occurred and is binding on the rights of a purchaser for value 
without Knowledge. 

9. Title being vested other than as stated Schedule A or being defective 

(a) as a result of the avoidance in whole or in part, orfrom a court order providing an alternative remedy, of 
a transfir of all or any part of the title to or any interesf in the Land occurring prior to the transaction 
llesting Title as shown in Schedule A because that prior transfer constituted a fraudulent orpreferential 
transfer under federal bankruptcy, state insolvency, or similar creditors' rights laws; or 

(h) because the instrument of transfer vesting Title as shown in Schedule A constitutes apreferential transfer 
under federal bankruptcy, state insolvency, or similar creditors' rights laws by reason of the failure of its 
recording in fhe Public Records 

(i) to be timely, or 

/ii) to impart notice of its existence to a purchaser for value or to a judgment or lien creditor 

10. Any defict in or lien or encumbrance on the Tirle or other matter included in Covered Risks I through 9 that 
has been created or attached or has been filed or recorded in the Public Records subsequent to Date ofPolicy 
and prior to the recording ofthe deed or other instrument of transfer in the Public Records that vests Title as 
shown in Schedule A 

The Company will also pay the costs, attorneys ' fees, and expenses incurred in defense of any matter znsured against by 
thls Policy, but only to the extent provided in the Conditions. 

I N  WITA'ESS WHEREOF, CHICAGO TITLE INSURANCE COMPANYhas caused this policy to be signed and sealed by 
it5 duly authorized oficers. 

A A. 
Chicago Title Insurance Company 

ALTA Owner's Policy (611 7/06) 
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SCHEDULE A 

Name and Address of Title Insurance Company: Chicago Title Company, 2720 Transworld Drive, Ste 100, 
Stockton, CA 95206 

Policy No.: CACll7750-7750-4518-0051806668-CnC-2008-05 
Address Reference: various properties, Modesto, California 

Amount of Insurance: $65,170,000.00 
Premium: $ 61,911.50 

Date of Policy: August 28, 2008 at 08:OO AM 

1. Name of Insured: 

The City of Modesto and Bank of New York , Mellon Trust Company, as trustee 

2. The estate or interest in the Land that is insured by this policy is: 

A leasehold as created by that certain lease dated August 1, 2008, executed by Modesto Public 
Financing Authority, as lessor, and the City of Modesto, as lessee, and recorded August 28, 2008, 
Instrument No. 2008-094321, of Official Records, for the term, upon and subject to all of the 
provisions contained therein. 

3. Title is vested in: 

City of Modesto 

4. The Land referred to in this policy is described as follows: 

SEE EXHIBIT "A" ATTACHED HERETO AND MADE A PART HEREOF 

THIS POLICY VALID ONLY I F  SCHEDULE B IS ATTACHED 
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Policy No. CACTI7750-7750-4518-0051806668-CTIC-2008-05 

LEGAL DESCRIPTION 

EXHIBIT " A  

THE LAND REFERRED TO HEREIN BELOW I S  SITUATEDTHE CrPl OF MODESTO, COUNTY OF STANISLAUS, 
STATE OF CALIFORNIA, AND IS DESCRIBED AS FOLLOWS: 

Parcel No. One: Communication Facility 

An undivided 1/2 interest in and to the following: 

Parcel Two as per Parcel Map filed September 24, 1979, in Volume 29 of Parcel Maps, Page 100, Stanislaus 
County Records. 

Parcel No. Two: Police Facility 

Lots 1 thru 32, inclusive, in Block 71 of the City of Modesto, as per Map filed December 21, 1942, in Volume 
15 of Maps, Stanislaus County Recorder. 

Together With: 

All that real property in the State of California, County of Stanislaus, City of Modesto, being a portion of the 
Northeast quarter of Section 32, Township 3 South, Range 9 East, Mount Diablo Base and Meridian, described 
as follows: 

That portion of the 20 foot alley in Block 71 as delineated on the Official Map of the City of Modesto, as per 
map filed December 21,1942, in Volume 15 of Maps, Stanislaus County Records, described as follows: 

Beginn~ng at the most Southerly corner of Lot 16 in said Block 71, said point being on the Northeastern line of 
said 20.00 foot alley in Block 71; thence along said Northeastern line of said alley, North 43O 29' 30" West, 
150.00 feet, to the most Southerly corner of Lot 10 in Block 71; thence South 46O 30' 30" West, 20.00 feet, to 
the most Northerly corner of Lot 22 in Block 71, said point being on the Southwestern line of the 20.00 foot 
alley in Block 71; thence along said Southwestern line of said alley, South 43O 29' 30" East, 150.00 feet, to 
the most Easterly comer of Lot 17 in Block 71, said point being on the Northwestern line of 80.00 foot "F" 
Street; thence along said Northwestern line of "F" Street, North 46O 30' 30" East, 20.00 feet, to the point of 
beginning. 

Parcel No. Three: a portion of 10th. Street Admin. 

Lot A: 

Parcel One of Parcel Map filed June 15, 2000 in Book 50 of Parcel Maps, Page 25, Stanislaus County Records. 

Excepting therefrom that portion thereof conveyed to Civic Partners Modesto, Inc. by Corporation Grant Deed 
recorded June 29, 2001, Instrument No. 2001-0072135, Stanislaus County Records. 

Lot B: 

That portion of Parcel Three of Parcel Map filed June 15,2000, in Book 50 of Parcel Maps, Page 25, Stanislaus 
County Records, being more particularly described as follows: 

Beginning at the most Easterly corner of the above mentioned Parcel 3; thence South 46' 50' 12" West along 
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EXHIBIT "A" (continued) Policy No. CACTI7750-7750-4518-0051806668-CTIC-2008-05 

the line common to said Parcels 1 and 3, a distance of 15.83 feet; thence leaving last said line and proceeding 
North 43' 09' 48" West, a distance of 16.00 feet to a point on the above mentioned line common to said 
Parcels 1 and 3; thence along last said line, the following two (2) courses: 1) North 46' 50' 12" East, a 
distance of 15.83 feet; 2) South 43O 09' 48" East, a distance of 16.00 feet to the point of beginning. 

Parcel No. Four: A portion of 10th. Street Admin. 

Parcel B of Record of Survey filed August 24, 2001 in Book 26 of Record of Surveys, Page 29, Stanislaus 
County Records. 

Parcel No. Five: Senior Citizens Center 

Lots 18 through 31 In Block 590 of the City of Modesto as per Map filed December 21, 1942 in Volume 15 of 
Maps, Stanislaus County Records. 

Parcel No. Six: Parking Structure 

Lots 5 through 12 in Block 68 of the City of Modesto as per Map filed December 21, 1942 in Volume 15 of 
Maps, Stanislaus County Records. 

Parcel No. Seven: Parking Lot #25 

Lots 28 through 32 In Block 55 of the City of Modesto as per Map filed December 21, 1942 in Volume 15 of 
Maps, Stanislaus County Records. 

Parcel No. Eight: Fire Station #3 

Lots 1 and 2 in Block 2283 of Dry Creek Estates No. 1 as per Map filed December 13, 1966 in Volume 21 of 
Maps, Page 55, Stanislaus County Records. 

Parcel No. Nine: Fire Station #6 

Parcel No. C as per Parcel Map filed August 17, 1977 in Book 25 of Parcel Maps, Page 83, Stanislaus County 
Records. 

Parcel No. Ten: Fire Station #7 

Parcel A as per Parcel Map filed June 27, 1974 in Volume 19 of Maps, Page 51, Stanislaus County Records. 

Parcel No. Eleven: Fire Station #5 

Parcel 11-1 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of Maps, Page 76, 
Stanislaus County Records, described as follows: 

Beginning at a point on the East line of said Lot 2 located on the centerline of a 50 foot public road 
designated as Oakdale Road on said map, which point is located North O0 30' West 396 feet from the 
Southeast corner of said Lot 2; thence from said point of beginning parallel to the South line of said Lot 2, 
North 8 8 O  30' West 660 feet to a point on the West line of said Lot 2; thence North O0 30' West along said 
West line of said Lot 2 a distance of 153.73 feet; thence East parallel with the South line of said Lot 2, a 
distance of 660 feet to a point on the East line of said Lot 2, located on the center line of said Oakdale Road; 
thence along the East line of said Lot 2 and the centerline of said Oakdale Road, South O0 30' East 174.24 
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EXHIBIT "A" (continued) Policy No. CAm7750-7750-4518-0051806668-CTIC-2008-05 

feet to the point of beginning. 

Excepting therefrom all that portion thereof lying Northerly of the North line of Burchell Court (formerly 
Northern Boulevard) extending Westerly to the West line of Lot 2. 

Also excepting therefrom all that portion thereof lying within Briggsmore Avenue, Burchell Court and McHenry 
Avenue. 

Also excepting therefrom all that certain property described in Deed to Chester D. Chambers, recorded March 
10, 1964 in Book 1929 at Page 641, and in Deed to S.W.A.P., a Joint Venture, recorded July 10, 1962 in Book 
1780 at Page 145, Stanislaus County Records. 

Parcel 11-2 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of Maps, Page 76, 
Stanislaus County Records, described as follows: 

Commencing at a point on the Southerly line of the property conveyed to Chester D. Chambers by Deed 
recorded May 7, 1959 in Volume 1545 of Official Records at Page 321, as Instrument No. 13137, Stanislaus 
County Records, said point being the Northeastern corner of Parcel "E" on the Western line of Timothy 
Avenue as shown on the Map entitled "Survey of a portion of Lot 2 of the Fresno Tract, filed April 16,1954 in 
Volume 6, Record of Surveys, Page 53, Stanislaus County Records; thence along a line at right angles to the 
Western line of Timothy Avenue, North 89O 30' East, 30.00 feet to a point on the Northerly extension of the 
centerline of Timothy Avenue; thence along said Northerly extension, North 00° 30' West, 46.90 feet to the 
true point of beginning; thence North 7O 52' 29" East, 84.51 feet to a point on the Northern line of said 
Chambers property, which is also the Southern line of the property conveyed to the City of Modesto by Deed 
recorded October 11, 1957, as Instrument No. 26217, Stanislaus County Records, said line also being the 
Southern line of Parcel "A" as per Map of Record of Survey filed July 6,1962 in Volume 9 of Surveys, Page 25, 
Stanislaus County Records; thence along said line, South 88O 32' 30" East, 142.76 feet to a 314 inch iron pipe 
at the Southeastern corner of said Parcel "A", said corner being the Northeast corner of said Chambers 
property which is also a point on the Western line of a 20 foot alley conveyed to the City of Modesto by Deed 
recorded October 19, 1960 in Volume 1639 of Official Records, at page 695, as Instrument No. 29947, 
Stanislaus County Records; thence along said Western line, South 00° 30' East, 60.58 feet; thence South 82O 
47' 55" West, 155.59 feet to the point of beginning. 

Parcel 11-3 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of Maps, Page 76, 
Stanislaus County Records. 

Beginning at the Northeast corner of Parcel A, as shown on a Record of Survey Map of a portion of Lot 2 of 
the Fresno Tract, filed July 6, 1962 in Volume 9 of Record of Surveys, Page 25, Stanislaus County Records; 
thence along the North line of Parcel "A", South 89O 46' 50" West 135.63 feet to the true point of beginning; 
thence continuing along said North line South 89O 46' 50" West 120.54 feet; thence South 37O 57' 43" East 
166.35 feet to the Southwest corner of property conveyed to the City of Modesto by Deed recorded March 10, 
1964 in Volume 1929 of Official Records, page 643, as Instrument No. 9843, Stanislaus County Records; 
thence along the West line of the City of Modesto property as conveyed by Deed above referred to and the 
Northerly extension of said Westerly line North 7' 52' 29" East 132.90 feet, more or less, to the true point of 
beginning. 

Parcel 11-4 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of Maps, Page 76, 
Stanislaus County Records, described as follows: 
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EXHIBIT "A" (cont~nued) Policy No. CACTI7750-7750-4518-0051806668-CTIC-2008-05 

Beginning at the Northeast corner of Parcel Dl as shown on a Record of Survey Map of a portion of Lot 2 of 
the Fresno Tract, filed April 16, 1954 in Volume 6 of Record of Surveys, Page 53, Stanislaus County Records ; 
thence North 83O 31' 30" West along the North line of said Parcel D and its Westerly extension, a distance of 
155.02 feet, more or less, to the centerline of Timothy Avenue, as shown on the Record of Survey above 
referred to; thence North O0 30' West, along the Northerly extension of said centerline of Timothy Avenue to 
the Southwest corner of the property conveyed to the City of Modesto by Deed recorded March 10, 1964, in 
Volume 1929 of Official Records, Page 643, as Instrument No. 9843, Stanislaus County Records; thence North 
82O 47' 55" East along the South line of the City of Modesto property, as conveyed by Deed above referred to, 
to the Southeast corner thereof, said point being on the West line of the property conveyed to the City of 
Modesto by Deed recorded October 19,1960 in Volume 1639 of Official Records, Page 695, as Instrument No. 
29947, Stanislaus County Records; thence South along the West line of the City of Modesto property as 
conveyed by Deed last above referred to, 71.83 feet, more or less, to the point of beginning. 

Parcel 11-5 

All that portion of Lot 2 of the Fresno Tract, as per Map filed March 4, 1903 in Volume 1 of Maps, Page 76, 
Stanislaus County Records, described as follows: 

Commencing at the 3/4 inch iron pipe set for the Northeastern corner of Parcel "A", as per Map of Record of 
Survey filed July 26, 1962 in Volume 9 of Record of Surveys, Page 25, Stanislaus County Records; thence 
along the Northern line of said Parcel "A", South 89O 46' 50" West, 135.63 feet to the Northeastern corner of 
the property conveyed to Chester D. Chambers by Deed recorded March 10,1964 in Volume 1929 of Official 
Records, Page 641, as Instrument No. 9844, Stanislaus County Records; thence along the Eastern line of the 
Chambers property and the Western line of the property conveyed to the City of Modesto by Deed recorded 
March 10, 1964 in Volume 1929 of Official Records, Page 643, as Instrument No. 9843, Stanislaus County 
Records, South 07O 52' 29" West, 132.90 feet to the Southwestern corner of the City property as conveyed by 
Deed above referred to, and the true point of beginning; thence South 00° 30' 00" East, 48,44 feet, more or 
less, to a point on the Southern line of property conveyed to Chester D. Chambers by Deed recorded May 7, 
1959, as Instrument No. 13137, Stanislaus County Records, said point being on the centerline of the 60.00 
foot Timothy Avenue, as shown on a Record of Survey filed April 16,1954 in Volume 6 of Record of Surveys, 
Page 53, Stanislaus County Records; thence along said Southern line of the property conveyed to Chambers 
by Deed last above referred to and the North line of Timothy Avenue as shown on a Record of Survey filed 
April 16, 1954 in Volume 6 of Record of Surveys, page 53, Stanislaus County Records, North 88O 30' West, 
30.02 feet to a point on the Western line of Timothy Avenue, as shown on said Record of Surveys; thence 
along said Western line, North 00° 30' 00" West, 0.52 feet; thence along a tangent curve concave to the 
Southwest having a radius of 15.00 feet, a central angle of 46O 11' 13" and an arc length of 12.09 feet to a 
point of reverse curvature from which a radial line bears North 43O 18' 47" East; thence along said reverse 
curve concave to the East, having a radius of 50.00 feet, a central angle of 98O 43' 30" and an arc length of 
86.15 feet; thence along a radial line, South 37O 57' 43" East, 50.00 feet to the Southwest corner of the 
property conveyed to the City of Modesto by the Deed referred to and the true point of beginning. 

Parcel No. Twelve: Corporation Yard 

All that portion of Section 29 Township 3 South Range 9 East MDB&M described as All of Block 434 and all of 
Lots 11 to 21 inclusive of Block 433 of City of Modesto. Except that portion of Lots 19,20 and 21 in Block 433 
described as beginning at the Southwest corner of Lot 21; then along the West line of Lots 21 and 20, North 
20' 19' 36" E., 68.5 feet to a point on a non tangent curve; thence along said curve concave to the Northeast 
with the long chord bearing South 31° 08' 27" East from said point, having a radius of 787 feet, a central 
angle of 5 O  34' l l " ,  an arc length of 76.5 feet, to the South line of Block 433; then along the South line of 
Block 433, North 88O 53' 48" West, 63.35 feet to point of origin. 

Parcel No. Thirteen: Fire Station No. 11 
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EXHIBIT 'A" (continued) Policy NO. CAUI7750-7750-4518-0051806668-CTIC-2008-05 

Parcel lB, as per Parcel Map filed July 25, 1967 in Book 3 of Parcel Maps, Page 120, Stanislaus County 
Records. 

Parcel No. Fourteen: Fire Station No. 9 

Lots 14 and 15 in Block 1850 of Fara Estates, as per Map filed October 17, 1979 in Volume 28 of Maps, Page 
68, Stanislaus County Records 

Parcel No. Fifteen: a portion of 10th. Street Admin. 

1) Parcel A-1 of Record of Survey filed August 24,2001 in Book 26 of Record of Surveys, Page 29, Stanislaus 
County Records. 

2) Parcel A-2 of Record of Survey filed August 24,2001 in Book 26 of Record of Surveys, Page 29, Stanislaus 
County Records. 

Parcel No. Sixteen: McHenry Mansion 

Lots 17 through 24 in Block 122 of the City of Modesto, as per map filed December 21,1942 in Volume 15 of 
Maps, Stanislaus County Records. 
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SCHEDULE B 

EXCEPTIONS FROM COVERAGE 

This policy does not insure against loss or damage, and the Company will not pay costs, attorneys' fees, or 
expenses that arise by reason of: 

1. Property taxes, which are a lien not yet due and payable, including any assessments collected with 
taxes to be levied for the fiscal year 2008-2009. 

2. The l ien of supplemental taxes, if any, assessed pursuant to the provisions of Chapter 3.5 
(Commencing with Section 75) of the Revenue and Taxation code of the State of California. 

THE FOLLOWING ITEMS AFFECT PARCEL ONE HEREIN: 

3. General and Special taxes assessed by the State Board of Equalization and collected by the Stanislaus 
County Auditor: S.B.E. No. 2312-50-23 Pcl no. 1 

4. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: 
Affects: 

Public Utilities 
The North and East 10 feet of the premises. 

5. Easement(s) for the purpose(s) shown below and rights incidental thereto as reserved in a 
document; 

Reserved by: Pacific Telephone and Telegraph Company 
Purpose: Aerial and underground communication facilities 
Recorded: January 10, 1984, Instrument No. 1984-34295, Book 3759, Page 328, of 

Official Records 
Affects: a portion, as described therein. 

6. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee: Modesto Public Financing Authority 
Recorded: August 28, 2008, Instrument No. 2008-094322, of Official Records 

Affects : the City of Modesto's undivided 112 interest 

THE FOLLOWING ITEMS AFFECT PARCEL TWO HEREIN: 
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SCHEDULE €3 (cont~nued) Policy No. CACTI7750-7750-4518-0051806668-CnC-2008-05 

7. Easement(s) for the purpose(s) shown below and rights incidental thereto as reserved in a 
document; 

Reserved by: The City of Modesto 
Purpose: Public Utilities 
Recorded: March 7, 1988, Instrument No. 1988-13839, of Official Records 
Affects: The 20 foot alley vacated therein. 

8. Matters contained in that certain document entitled "Covenant for Access and Maintenance" dated 
February 23, 1988, executed by The City of Modesto recorded March 7,1988, Instrument No. 1988- 
13840, of Official Records, which document, among other things, contains or provides for: "City to 
provide access ways" and "for the mutual, reciprocal and non-exclusive ingress and egress by 
vehicular and pedestrian traffic", etc.. 

Reference is hereby made to said document for full particulars. 

9. The f a d  that said land is included within a project area of the Redevelopment Agency shown below, 
and that proceedings for the redevelopment of said project have been instituted under the 
Redevelopment Law (such redevelopment to proceed only after the adoption of the redevelopment 
plan) as disclosed by a document. 

Redevelopment 
Agency: of the City of Modesto 
Recorded : November 27, 1991, Instrument No. 1991-094041, of Official Records 

Reference is made to said document for full particulars. 

Revised Not~ce of adoption of the Redevelopment Plan for the Modesto Redevelopment Project; 
Recorded January 24, 2008, Instrument No. 2008-7172. 

10. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee : Modesto Public Financing Authority 
Recorded: August 28, 2008, Instrument No. 2008-094325, of Official Records 

Affects: Parcels 2, 5 through 14 and 16 

THE FOLLOWING ITEMS AFFECT PARCEL THREE Lots Aand B HEREIN: 
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SCHEDULE B (continued) Policy No. CACTI7750-7750-4518-0051806668-CTIC-2008-05 

11. Easement(s) for the purpose(s) shown below and rights incidental thereto as granted in a 
document. 

Granted to: Modesto Irrigation District 
Purpose: Electrical facilities 
Recorded : June 1, 1989, Instrument No. 1989-039796, of Official Records 
Affects: A 5 foot by 5 foot portion depicted on Parcel Map 50125, and as described 

in this document. 

12. The fact that said land is included within a project area of the Redevelopment Agency shown below, 
and that proceedings for the redevelopment of said project have been instituted under the 
Redevelopment Law (such redevelopment to proceed only after the adoption of the redevelopment 
plan) as disclosed by a document. 

Redevelopment 
Agency: of the City of Modesto 
Recorded : November 27, 1991, Instrument No. 1991-094041, of Official Records 

Reference IS made to said document for full particulars. 

Revised Notice of adoption of the Redevelopment Plan for the Modesto Redevelopment Project; 
Recorded January 24, 2008, Instrument No. 2008-7172. 

13. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded: September 12, 1997, Instrument No. 1997-0071426, of Official Records 

14. Easement(s) for the purpose(s) shown below and rights incidental thereto as reserved in a 
document; 

Reserved by: The City of Modesto 
Purpose: Public Utilities 
Recorded: November 19, 1997, Instrument No. 1997-0095109, of Official Records 
Affects : The alley in Block 67, City of Modesto, and other property. 

and re-recorded March 12, 1998, Instrument No. 1998-0023037, of Official Records 
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15. Matters contained in that certain document entitled "Memorandum of Master Agreement" dated 
August 12, 1997, executed by and between The County of Stanislaus, the City of Modesto, City- 
County Capital Improvements and the Redevelopment Agency of the City of Modesto. recorded 
February 23,1998, Instrument No. 1998-0016621, of Official Records, which document, among other 
things, contains or provides for: The acquisition and development of the real property located in 
Block bounded by 10th. Street, 11th. Street, 3 Street and K Street, in Modesto, California, etc.. 

Reference is hereby made to said document for full particulars. 

Reference is made to said document for full particulars. 

16. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded : March 6, 1998, Instrument No. 1998-0021102, of Official Records 

17. Terms, covenants, conditions and provisions of that certain unrecorded "Disposition and Development 
Agreement", by and between Civic Partners Modesto, LLC and The Redevelopment Agency of the City 
of Modesto, dated August 21, 1997: 
Disclosed by: Partial Assignment of Disposition and Development Agreement- CinemaIRetail Parcel. 
Recorded : March 24, 1998, Instrument No. 1998-0026296, O.R. 

18. Matters contained in that certain document entitled "Reciprocal Easement, Operation and 
Maintenance Agreement with Restrictions and Covenants" dated June 12, 2000, executed by and 
between City-County Capital Improvements and Financing Agency, The Redevelopment Agency of the 
City of Modesto and Civic Partners Modesto, Inc. recorded June 15, 2000, Instrument No. 2000- 
0048248, of Official Records, which document, among other things, contains or provides for: Use of 
the Plaza Area and Civic Area, etc.. 

Reference is hereby made to said document for full particulars. 

19. Easement(s) for the purpose(s) shown below and rights incidental thereto as set forth in a 
document; 

I n  favor of: City-County Capital Improvements and financing Agency, The 
Redevelopment Agency of the City of Modesto and Civic Partners Modesto, 
Inc. 

Purpose: for the purposes described therein 
Recorded : June 15, 2000, Instrument No. 2000-0048248, of Official Records 
Affects: The Service area and the Plaza Area, as depicted on Parcel Map 50125 and 

described in this document. 
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20. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: Public Utilities 
Affects: Portions depicted on Parcel Map 50125 

21. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded: June 15, 2000, Instrument No. 2000-0048250, of Official Records 

Affects: Lot B of Parcel Three herein. 

22. Matters contained in that certain document entitled "Parking Agreement" dated June 12, 2000, 
executed by and between The Redevelopment Agency of the City of Modesto and Civic Partners 
Modesto, Inc. recorded June 15, 2000, Instrument No. 2000-0048254, of Official Records, which 
document, among other things, contains or provides for: use of spaces in the parking garage, etc.. 

Reference is hereby made to said document for full particulars. 

Assignment of said Parking Agreement by document Recorded October 2, 2000, Instrument No. 
2000-82494: 
Assignee: Bank of america 

23. Matters contained in that certain document entitled "Parking Agreement" dated June 12, 2000, 
executed by and between The Redevelopment Agency of the City of Modesto and Civic Partners, Inc. 
recorded June 15,2000, Instrument No. 2000-0048258, of Official Records, which document, among 
other things, contains or provides for: use of parking spaces, etc.. 

Reference is hereby made to said document for full particulars. 

24. Matters contained in that certain document entitled "Parking Agreement" dated June 12, 2000, 
executed by and between The Redevelopment Agency of the City of Modesto and Vintage Ranch 
Properties recorded June 15, 2000, Instrument No. 2000-0048259, of Official Records, which 
document, among other things, contains or provides for: use of parking spaces, etc.. 

Reference is hereby made to said document for full particulars. 

Affects: Lot A of Parcel Three herein. 

ALTA O w n e h  Pokq (6/17/06) 



SCHEDULE B (continued) Policy No. CACil77.50-7750-4518-0051806668-CnC-2008-05 

25. Matters contained in that certain document entitled "Reciprocal Easement, Operation and 
Maintenance Agreement with Restrictions and Covenants" dated August 17,2001, executed by and 
between City-County Capital Improvements and Financing agency and The Redevelopment Agency of 
the City of Modesto. recorded August 24, 2001, Instrument No. 2001-0099731, of Official Records, 
which document, among other things, contains or provides for: entering into "certain agreements and 
to grant each other certain easements and other rights", etc.. 

Reference is hereby made to said document for full particulars. 

26. Covenants, conditions and restrictions, but omitting any covenants or restrictions, if any, 
including, but not limited to those based upon race, color, religion, sex, sexual orientation, familial 
status, marital status, disability, handicap, national origin, ancestry, or source of income, as set forth 
in applicable state or federal laws, except to the extent that said covenant or restriction is permitted 
by applicable law, as set forth in the document referred to in the numbered item last above shown. 

27. Easement(s) for the purpose(s) shown below and rights incidental thereto as set forth in a 
document; 

I n  favor of: City-County Capital Improvements and Financing Agency and The 
Redevelopment Agency of the City of Modesto 

Purpose: Easements and rights over parcels and property, as described therein. 
Recorded: August 24, 2001, Instrument No. 2001-0099731, of Official Records 
Affects: Those portions, as described therein. 

28. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee: Modesto Public Financing Authority 
Recorded : August 28, 2008, Instrument No. 2008-094323, of Official Records 

THE FOLLOWING ITEMS AFFECT PARCEL FOUR HEREIN: 

29. The fact that said land is included within a project area of the Redevelopment Agency shown below, 
and that proceedings for the redevelopment of said project have been instituted under the 
Redevelopment Law (such redevelopment to proceed only after the adoption of the redevelopment 
plan) as disclosed by a document. 

Redevelopment 
Agency: of the City of Modesto 
Recorded : November 27, 1991, Instrument No. 1991-094041, of Official Records 

Reference is made to said document for full particulars. 

Revised Notice of adoption of the Redevelopment Plan for the Modesto Redevelopment Project; 
Recorded January 24, 2008, Instrument No. 2008-7172. 
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30. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded : September 12, 1997, Instrument No. 1997-0071426, of Official Records 

31. Easement(s) for the purpose(s) shown below and rights incidental thereto as reserved in a 
document; 

Reserved by: The City of Modesto 
Purpose: Public Utilities 
Recorded: November 19, 1997, Instrument No. 1997-0095109, of Official Records 
Affects: The alley in Block 67, City of Modesto, and other property. 

and re-recorded March 12, 1998, Instrument No. 1998-0023037, of Official Records 

32. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded: February 23, 1998, Instrument No. 1998-16620, of Official Records 

33. Matters contained in that certain document entitled "Memorandum of Master Agreement" dated 
August 12, 1997, executed by and between The County of Stanislaus, the City of Modesto, City- 
County Capital Improvements and the Redevelopment Agency of the City of Modesto. recorded 
February 23, 1998, Instrument No. 1998-0016621, of Official Records, which document, among other 
things, contains or provides for: The acquisition and development of the real property located in 
Block bounded by 10th. Street, 11th. Street, 3 Street and K Street, in Modesto, California, etc.. 

Reference is hereby made to said document for full particulars. 

34. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded : February 25, 1998, Instrument No. 1998-0017550, of Official Records 

THE FOLLOWING THREE ITEMS AFFECT A ONE-HALF INTEREST IN PARCEL FOUR 
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35. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City-County Capital Improvements and financing Agency 
Lessee: Stanislaus County Capital Improvements Financing Authority 
Recorded: March 10, 1998, Instrument No. 1998-0021737, of Official Records 

Among other things said lease provides for: upon termination hereof, fee title to an undivided one- 
half interest in the site and the City-County building shall vest in the Lessee herein. 

Affects: A one-half interest in Parcel Four 

36. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: Stanislaus County Capital Improvements and Financing Authority 
Lessee : County of Stanislaus 
Recorded : March 10, 1998, Instrument No. 1998-0021738, of Official Records 

Affects: A one-half interest in Parcel Four 

37. Terms, covenants, conditions and provisions of that certain unrecorded "Disposition and Development 
Agreement", by and between Civic Partners Modesto, LLC and The Redevelopment Agency of the City 
of Modesto, dated August 21, 1997: 
Disclosed by: Partial Assignment of Disposition and Development Agreement- CinemaIRetail Parcel. 
Recorded : March 24, 1998, Instrument No. 1998-0026296, O.R. 

38. Matters contained in that certain document entitled "Reciprocal Easement, Operation and 
Maintenance Agreement with Restrictions and Covenants" dated June 12, 2000, executed by and 
between City-County Capital Improvements and Financing Agency, The Redevelopment Agency of the 
City of Modesto and Civic Partners Modesto, Inc. recorded June 15, 2000, Instrument No. 2000- 
0048248, of Official Records, which document, among other things, contains or provides for: Use of 
the Plaza Area and Civic Area, etc.. 

Reference is hereby made to said document for full particulars. 

39. Easement(s) for the purpose(s) shown below and rights incidental thereto as set forth in a 
document; 

In favor of: City-County Capital Improvements and financing Agency, The 
Redevelopment Agency of the City of Modesto and Civic Partners Modesto, 
Inc. 

Purpose: for the purposes described therein 
Recorded: June 15, 2000, Instrument No. 2000-0048248, of Official Records 
Affects: The Service area and the Plaza Area, as depicted on Parcel Map 50/25 and 

described in this document. 
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40. Matters contained in that certain document entitled "Parking Agreement" dated June 12, 2000, 
executed by and between The Redevelopment Agency of the City of Modesto and Civic Partners, Inc. 
recorded June 15, 2000, Instrument No. 2000-0048258, of Official Records, which document, among 
other things, contains or provides for: use of parking spaces, etc.. 

Reference is hereby made to said document for full particulars. 

41. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded: September 22, 2000, Instrument No. 2000-0079753, of Official Records 

42. Matters contained in that certain document entitled "Reciprocal Easement, Operation and 
Maintenance Agreement with Restrictions and Covenants" dated August 17,2001, executed by and 
between City-County Capital Improvements and Financing agency and The Redevelopment Agency of 
the City of Modesto. recorded August 24,2001, Instrument No. 2001-0099731, of Official Records, 
which document, among other things, contains or provides for: entering into "certain agreements and 
to grant each other certain easements and other rights", etc.. 

Reference is hereby made to said document for full particulars. 

43. Covenants, conditions and restrictions, but omitting any covenants or restrictions, if any, 
including, but not limited to those based upon race, color, religion, sex, sexual orientation, familial 
status, marital status, disability, handicap, national origin, ancestry, or source of income, as set forth 
in applicable state or federal laws, except to the extent that said covenant or restriction is permitted 
by applicable law, as set forth in the document referred to in the numbered item last above shown. 

44. Easement(s) for the purpose(s) shown below and rights incidental thereto as set forth in a 
document; 

I n  favor of: City-County Capital Improvements and Financing Agency and The 
Redevelopment Agency of the City of Modesto 

Purpose: Easements and rights over parcels and property, as described therein. 
Recorded: August 24, 2001, Instrument No. 2001-0099731, of Official Records 
Affects: Those portions, as described therein. 

45. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: Redevlopment Agency of the City of Modesto 
Lessee : Modesto Public Financing Authority 
Recorded: August 28, 2008, Instrument No. 2008-094324, of Official Records 

Affects: Parcels 4 and 15 

ALTA Owner's Pdcy (6117106) 



SCHEDULE 6 (cont~nued) Policy No. CAOT7750-7750-4518-0051806668-CTIC-2008-05 

THE FOLLOWING ITEMS AFFECT PARCEL FIVE HEREIN: 

46. The fact that said land is included within a project area of the Redevelopment Agency shown below, 
and that proceedings for the redevelopment of said project have been instituted under the 
Redevelopment Law (such redevelopment to proceed only after the adoption of the redevelopment 
plan) as disclosed by a document. 

Redevelopment 
Agency: of the City of Modesto 
Recorded: November 27, 1991, Instrument No. 1991-094041, of Official Records 

Reference is made to said document for full particulars. 

Revised Not~ce of adoption of the Redevelopment Plan for the Modesto Redevelopment Project; 
Recorded January 24, 2008, Instrument No. 2008-7172. 

47. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee: Modesto Public Financing Authority 
Recorded : August 28, 2008, Instrument No. 2008-094325, of Official Records 

Affects: Parcels 2, 5 through 14 and 16 

THE FOLLOWING AFFECT PARCEL SIX HEREIN: 

48. Matters contained in that certain document entitled "Property Management Agreement" dated July 
16, 1979, executed by and between The City of Modesto and the Economic Development 
Administration, United States of America recorded August 3, 1979, Instrument No. 1979-8147, Book 
3222, Page 361, of Official Records, which document, among other things, contains or provides for: 
Covenants and Agreements concerning use and transfer of this property.. 

Reference is hereby made to said document for full particulars. 

49. The fact that said land is included within a project area of the Redevelopment Agency shown below, 
and that proceedings for the redevelopment of said project have been instituted under the 
Redevelopment Law (such redevelopment to proceed only after the adoption of the redevelopment 
plan) as disclosed by a document. 

Redevelopment 
Agency: of the City of Modesto 
Recorded : November 27, 1991, Instrument No. 1991-094041, of Official Records 
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Reference is made to said document for full particulars. 

Revised Notice of adoption of the Redevelopment Plan for the Modesto Redevelopment Project; 
Recorded January 24, 2008, Instrument No. 2008-7172. 

50. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee : Modesto Public Financing Authority 
Recorded : August 28, 2008, Instrument No. 2008-094325, of Official Records 

Affects: Parecl 2, 5 thorugh 14 and 16 

THE FOLLOWING AFFECT PARCEL SEVEN HEREIN: 

51. The fact that said land is included within a project area of the Redevelopment Agency shown below, 
and that proceedings for the redevelopment of said project have been instituted under the 
Redevelopment Law (such redevelopment to proceed only after the adoption of the redevelopment 
plan) as disclosed by a document. 

Redevelopment 
Agency: of the City of Modesto 
Recorded: November 27, 1991, Instrument No. 1991-094041, of Official Records 

Reference is made to said document for full particulars. 

Revised Notice of adoption of the Redevelopment Plan for the Modesto Redevelopment Project; 
Recorded January 24, 2008, Instrument No. 2008-7172. 

52. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee: Modesto Public Financing Authority 
Recorded : August 28, 2008, Instrument No. 2008-094325, of Official Records 

Affects: 

THE FOLLOWING ITEMS AFFECT PARCEL EIGHT HEREIN: 
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53. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: 
Affects: 

Public Utilities 
Southerly 5 feet, Easterly and Northerly 10 feet. 

54. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded: December 13,1966, Instrument No. 1966-42182, Book 2137, Page 478, of 
Official Records 

55. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee: Modesto Public Financing Authority 
Recorded : August 28, 2008, Instrument No. 2008-094325, of Official Records 

Affects: Parcels 2, 5 through 14 and 16 

THE FOLLOWING ITEMS AFFECT PARCEL NINE HEREIN: 

56. Easement(s) for the purpose(s) shown below and rights incidental thereto as reserved in a 
document; 

Reserved by: 0. McHenry 
Purpose: Ditch 
Recorded : January 20, 1904, Book 86 of Deeds, Page 333, of Official Records 
Affects: The herein descr~bed parcel. 

57. Easement(s) for the purpose(s) shown below and rights incidental thereto as granted in a 
document. 

Granted to: Modesto Irrigation District 
Purpose: Aboveground electrical facilities 
Recorded: March 26, 1985, Instrument No. 1985-0043925, Book 38, Page 1460, of 

Official Records 
Affects: That portion described therein. 
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58. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee: Modesto Public Financing Authority 
Recorded: August 28, 2008, Instrument No. 2008-094325, of Official Records 

Affects: Parcels 2, 5 through 14 and 16 

THE FOLLOWING AFFECT PARCEL TEN HEREIN: 

59. Easement(s) for the purpose(s) shown below and rights incidental thereto as granted in a 
document. 

Granted to: Frank Martin, Jr. et. ux. 
Purpose: using pumping equipment 
Recorded: July 26, 1951, Instrument No. 1951-0017317, of Official Records 
Affects: That portion described therein 

Restrictions on the use, by the owners of said land, of the easement area as set forth in the 
easement document shown hereinabove. 

Reference is made to said document for full particulars. 

60. Easement(s) for the purpose(s) shown below and rights incidental thereto as granted in a 
document. 

Granted to: City of Modesto 
Purpose: Public utilities 
Recorded : June 13, 1974, Instrument No. 1974-0049730, Book 2635, Page 179, of 

Official Records 
Affects: That portion described therein. 

61. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: Public Utilities 
Affects: The Northerly and Easterly 10 feet. 

62. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee: Modesto Public Financing Authority 
Recorded: August 28, 2008, Instrument No. 2008-094325, of Official Records 
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Affects: Parcels 2, 5 through 14 and 16 

THE FOLLOWING ITEMS AFFECT PARCEL ELEVEN HEREIN: 

63. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded: October 11, 1957, Instrument No. 1957-0026217, Book 1449, Page 91, of 
Official Records 

64. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee: Modesto Public Financing Authority 
Recorded: August 28, 2008, Instrument No. 2008-094325, of Official Records 

Affects: Parcels 2, 5 through 14 and 16 

THE FOLLOWING ITEMS AFFECT PARCEL TWELVE HEREIN: 

65. General Plan Covenants, Conditions and Restrictions, but omitting any covenants or 
restrictions, if any, including, but not limited to those based upon race, color, religion, sex, sexual 
orientation, familial status, marital status, disability, handicap, national origin, ancestry, or source of 
income, as set forth in applicable state or federal laws, except to the extent that said covenant or 
restriction is permitted by applicable law contained in deeds of other lots in said tract, an example of 
which can be found in the deed: 

From: C.B. Weil, et.ux. 
Recorded : September 2,1920, Instrument No. 1920-10257, Book 318 of Deeds, Page 

189, of Official Records 

Said Covenants provide for reversion in case of violation thereof. 

66. Easement(s) for the purpose(s) shown below and rights incidental thereto as granted in a 
document. 

Granted to: City of Modesto 
Purpose: Utilities, ingress and egress 
Recorded: March 2, 1961, Instrument No. 1961-6485, Book 1666, Page 126, of Official 

Records 

ALTA Owner's P o l q  (6/17/06) 



SCHEDULE B (continued) Policy No. CACTI7750-7750-4518-0051806668-CTIC-2008-05 

67. The fact that the ownership of said land does not include rights of access to or from the street, 
highway, or freeway abutting said land, such rights having been relinquished by the document, 

Recorded : April 18, 1961, Instrument No. 1961-12106, Book 1677, Page 371, of 
Official Records 

Affects: That portion adjacent to the State Highway, as described therein. 

68. Waiver of any claims for damages to said property by reason of the location, construction, 
landscaping or maintenance of the freeway adjoining said property, as contained in the deed to the 
State of California, recorded April 18, 1961, Instrument No. 1961-12106, Book 1677, Page 371, of 
Official Records. 

69. The fact that the ownership of said land does not include rights of access to or from the street, 
highway, or freeway abutting said land, such rights having been relinquished by the document, 

Recorded: September 20,1961, Instrument No. 1961-29956, Book 1709, Page 356, of 
Official Records 

Affects: That portion adjacent to the State Highway, as described therein. 

70. The fact that the ownership of said land does not include rights of access to or from the street, 
highway, or freeway abutting said land, such rights having been relinquished by the document, 

Recorded : August 15, 1962, Instrument No. 1962-31137, Baok 1789, Page 503, of 
Official Records 

Affects: That portion adjacent to the State Highway, as described therein. 

71. The fact that said land is included within a project area of the Redevelopment Agency shown below, 
and that proceedings for the redevelopment of said project have been instituted under the 
Redevelopment Law (such redevelopment to proceed only after the adoption of the redevelopment 
plan) as disclosed by a document. 

Redevelopment 
Agency: of the City of Modesto 
Recorded: November 27, 1991, Instrument No. 1991-094041, of Official Records 

Reference is made to said document for full particulars. 

Revised Notice of adoption of the Redevelopment Plan for the Modesto Redevelopment Project; 
Recorded January 24, 2008, Instrument No. 2008-7172. 

72. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee; Modesto Public Financing Authority 
Recorded: August 28, 2008, Instrument No. 2008-094325, of Official Records 
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Affects: Parcels 2, 5 through 14 and 16 

THE FOLLOWING ITEMS AFFECT PARCEL THIRTEEN HEREIN: 

73. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restrtction is permitted by applicable law. 

Recorded : February 19, 1930, Instrument No. 1930-2052, Book 380, Page 179, of 
Official Records 

74. Easement(s) for the purpose(s) shown below and rights incidental thereto as reserved in a 
document; 

Reserved by: William Paul Couture, et.al. 
Purpose: Road purposes 
Recorded : September 1, 1967, Instrument No. 1967-27833, Book 2181, Page 592, of 

Official Records 
Affects: That portion, as described therein. 

Restrictions on the use, by the owners of said land, of the easement area as set forth in the 
easement document shown hereinabove. 

Reference is made to said document for full particulars. 

75. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee: Modesto Public Financing Authority 
Recorded: August 28, 2008, Instrument No. 2008-094325, of Official Records 

Affects: Parcels 2,s though 14 and 16 

THE FOLLOWING ITEMS AFFECT PARCEL FOURTEEN HEREIN: 

76. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: Public Utilities 
Affects : The Front or Westerly and Southerly 10 feet 
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Purpose: 
Affects: 

Planting 
The Front or Westerly and Southerly 3 feet. 

77. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee: Modesto Public Financing Authority 
Recorded : August 28, 2008, Instrument No. 2008-094325, of Official Records 

Affects: Parcels 2, 5 through 14 and 16 

THE FOLLOWING ITEMS AFFECT PARCEL FIFTEEN HEREIN: 

78. The fact that said land is included within a project area of the Redevelopment Agency shown below, 
and that proceedings for the redevelopment of said project have been instituted under the 
Redevelopment Law (such redevelopment to proceed only after the adoption of the redevelopment 
plan) as disclosed by a document. 

Redevelopment 
Agency: of the City of Modesto 
Recorded : November 27, 1991, Instrument No. 1991-094041, of Official Records 

Reference is made to said document for full particulars. 

Revised Notice of adoption of the Redevelopment Plan for the Modesto Redevelopment Project; 
Recorded January 24, 2008, Instrument No. 2008-7172. 

79. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded: September 12, 1997, Instrument No. 1997-0071426, of Official Records 

80. Easement(s) for the purpose(s) shown below and rights incidental thereto as reserved in a 
document; 

Reserved by: The City of Modesto 
Purpose: Public Utilities 
Recorded: November 19, 1997, Instrument No. 1997-0095109, of Official Records 
Affects: The alley in Block 67, City of Modesto, and other property. 
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and re-recorded March 12, 1998, Instrument No. 1998-0023037, of Official Records 

81. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded: February 23, 1998, Instrument No. 1998-16620, of Official Records 

Affects: Th~s and other property. 

82. Matters contained in that certain document entitled "Memorandum of Master Agreement" dated 
August 12, 1997, executed by and between The County of Stanislaus, the City of Modesto, City- 
County Capital Improvements and the Redevelopment Agency of the City of Modesto. recorded 
February 23, 1998, Instrument No. 1998-0016621, of Official Records, which document, among other 
things, contains or provides for: The acquisition and development of the real property located in 
Block bounded by 10th. Street, 11th. Street, 3 Street and K Street, in Modesto, California, etc.. 

Reference is hereby made to said document for full particulars. 

83. Covenants, conditions and restrictions, but omitting any covenants or restrictions, if any, 
including, but not limited to those based upon race, color, religion, sex, sexual orientation, familial 
status, marital status, disability, handicap, national origin, ancestry, or source of income, as set forth 
in applicable state or federal laws, except to the extent that said covenant or restriction is permitted 
by applicable law, as set forth in the document referred to in the numbered item last above shown. 

84. Easement(s) for the purpose(s) shown below and rights incidental thereto as set forth in a 
document; 

In  favor of: City-County Capital Improvements and Financing Agency and The 
Redevelopment Agency of the City of Modesto 

Purpose: Easements and rights over parcels and property, as described therein. 
Recorded: August 24, 2001, Instrument No. 2001-0099731, of Official Records 
Affects: Those portions, as described therein. 

85. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: Stanislaus County Capital Improvements and Financing Authority 
Lessee: County of Stanislaus 
Recorded: March 10, 1998, Instrument No. 1998-0021738, of Official Records 

Affects: A one-half interest in parcel Fifteen 
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86. Terms, covenants, conditions and provisions of that certain unrecorded "Disposition and Development 
Agreement", by and between Civic Partners Modesto, LLC and The Redevelopment Agency of the City 
of Modesto, dated August 21, 1997: 
Disclosed by: Partial Assignment of Disposition and Development Agreement- Cinema/Retail Parcel. 
Recorded : March 24, 1998, Instrument No. 1998-0026296, O.R. 

87. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded : February 25, 1998, Instrument No. 1998-0017550, of Official Records 

THE FOLLOWING THREE ITEMS AFFECT A ONE-HALF INTEREST IN PARCEL FIFTEEN HEREIN. 

88. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City-County Capital Improvements and financing Agency 
Lessee : Stanislaus County Capital Improvements Financing Authority 
Recorded : March 10, 1998, Instrument No. 1998-0021737, of Official Records 

Among other things said lease provides for: upon termination hereof, fee title to an undivided one- 
half interest in the site and the City-County building shall vest in the Lessee herein. 

Reference is made to said document for full particulars. 

Affects: A one-half interest in Parcel Fifteen 

89. Matters contained in that certain document entitled "Reciprocal Easement, Operation and 
Maintenance Agreement with Restrictions and Covenants" dated June 12, 2000, executed by and 
between City-County Capital Improvements and Financing Agency, The Redevelopment Agency of the 
City of Modesto and Civic Partners Modesto, Inc. recorded June 15, 2000, Instrument No. 2000- 
0048248, of Official Records, which document, among other things, contains or provides for: Use of 
the Plaza Area and Civic Area, etc.. 

Reference is hereby made to said document for full particulars. 
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90. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded : September 22, 2000, Instrument No. 2000-0079753, of Official Records 

91. Matters contained in that certain document entitled "Reciprocal Easement, Operation and 
Maintenance Agreement with Restrictions and Covenants" dated August 17,2001, executed by and 
between City-County Capital Improvements and Financing agency and The Redevelopment Agency of 
the City of Modesto. recorded August 24, 2001, Instrument No. 2001-0099731, of Official Records, 
which document, among other things, contains or provides for: entering into "certain agreements and 
to grant each other certain easements and other rights", etc.. 

Reference is hereby made to said document for full particulars. 

92. Covenants, conditions and restrictions in the declaration of restrictions but omitting any 
covenants or restrictions, if any, including, but not limited to those based upon race, color, religion, 
sex, sexual orientation, familial status, marital status, disability, handicap, national origin, ancestry, or 
source of income, as set forth in applicable state or federal laws, except to the extent that said 
covenant or restriction is permitted by applicable law. 

Recorded: August 24, 2001, Instrument No. 2001-0099739, of Official Records 

93. An unrecorded lease with certain terms, covenants, conditions and provisions set forth therein as 
disclosed by the document 

Entitled: Memorandum of Lease Agreement with Option to Purchase 
Lessor: The Redevelopment Agency of the City of Modesto 
Lessee: Civic Partners Modesto, Inc. 
Recorded: October 12, 2001, Instrument No. 2001-121918, of Official Records 

Among other things said lease provides for: an Option to Purchase. 

The present ownership of the leasehold created by said lease and other matters affecting the interest 
of the lessee are not shown herein. 

THE FOLLOWING AFFECT PARCEL SIXTEEN HEREI: 
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SCHEDULE B (conttnued) Policy No. CACTI7750-7750-4518-0051806668-(TIC-2008-05 

94. Easement(s) for the purpose(s) shown below and rights incidental thereto as granted in a 
document. 

Granted to: Modesto Irrigation District 

Purpose: Aboveground Electrical Facilities 
Recorded : January 19, 1989, Instrument No. 1989-0003767, of Official Records 
Affects: That portion of Lots 21,22,23 and 24, as described therein. 

Said easement so reserved is to be appurtenant to and for the benefit and use of the remaining lands 
of the grantor and any subsequent subdivisions thereof. 

95. Matters contained in that certain document entitled "Notice of Landmark Preservation Site 
Designation" dated December 5,1989, executed by Modesto City Council recorded January 23,1990, 
Instrument No. 1990-0006491, of Official Records, which document, among other things, contains or 
provides for: Designation as a Landmark. 

Reference is hereby made to said document for full particulars. 

96. The fact that said land is included within a project area of the Redevelopment Agency shown below, 
and that proceedings for the redevelopment of said project have been instituted under the 
Redevelopment Law (such redevelopment to proceed only after the adoption of the redevelopment 
plan) as disclosed by a document. 

Redevelopment 
Agency: of the City of Modesto 
Recorded : November 27, 1991, Instrument No. 1991-094041, of Official Records 

Reference is made to said document for full particulars. 

Revised Notice of adoption of the Redevelopment Plan for the Modesto Redevelopment Project; 
Recorded January 24, 2008, Instrument No. 2008-7172. 

97. A lease with certain terms, covenants, conditions and provisions set forth therein. 

Lessor: City of Modesto 
Lessee : Modesto Public Financing Authority 
Recorded : August 28, 2008, Instrument No. 2008-094325, of Official Records 

Affects: Parcels 2, 5 through 14 and 16 
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SCHEDULE B (continued) Pol~cy No. CACTI7750-7750-4518-0051806668-CTIC-2008-05 

98. This is a pro forma policy furnished to or on behalf of the party to be insured. It neither reflects 
the present status of title, nor is it intended to be a commitment to insure. The inclusion of 
endorsements as a part of the pro forma policy in no way evidences the willingness of the Company 
to provide any affirmative coverage shown therein. There are requirements which must be met 
before a final policy can be issued in the same form as this pro forrna policy. A commitment to insure 
setting forth these requirements should be obtained from the company. 

99. Additional matters may be added or other amendments may be made to this pro forma policy by 
reason of any defects, liens or encumbrances that appear for the first time in the public records or 
come to the attention of the Company and are created or attach between the issuance of this pro 
forma policy and the issuance of a policy of title insurance. The Company shall have no liability 
because of such addition or amendment. 

END OF SCHEDULE 6 
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ENDORSEMENT 
Attached to Policy No. CACn7750-7750-4518-0051806668-(TIC-2008-05 

Issued by 
Chicago Title Insurance Company 

The Company insures against loss or damage sustained by reason of the enforcement or attempted 
enforcement of any reverter, right of re-entry or right or power of termination of the estate or interest 
referred to in Schedule A upon a breach of the covenants, conditions and restrictions referred to in 
Schedule B. 

As used in this endorsement, the words "covenants, conditions or restrictions" do not refer to or 
include any covenant, condition or restriction (a) relating to obligations of any type to perform maintenance, 
repair or remediation on the Land, or (b) pertaining to environmental protection of any kind or nature, 
including hazardous or toxic matters, conditions or substances except to the extent that a notice of a violation 
or alleged violation affecting the Land has been recorded in the Public Records at Date of Policy and is not 
excepted in Schedule 8. 

This endorsement is issued as part of the policy. Except as it expressly states, it does not (i) modify 
any of the terms and provisions of the policy, (ii) modify any prior endorsements, (iii) extend the Date of 
Policy, or (iv) increase the Amount of Insurance. To the extent a provision of the policy or a previous 
endorsement is ~nconsistent with an express provision of this endorsement, this endorsement controls. 
Otherwise, this endorsement is subject to all of the terms and provisions of the policy and of any prior 
endorsements. 

Dated: August 28, 2008 

@ Chicago Title Insurance 
Company 

- 
Countersigned 
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EXCLUSIONS FROM COVERAGE 

Thc t'ollowtng matters arc expressly excluded from the coverage of this policy, and the Company will not pay loss or damage, costs, attorneys' fees, or 
expenses that arise by reason of  

I (a )  Any law, ordinance, permit, or governmental regulation (includtng those relating to building and zoning) restricting, regulating, prohibiting, or 
relating fo 

( i )  the occupancy, use, or enjoyment of the Land; 
(ii) thc character, dimensions or location of any itnprovemcnt erected on the Land; 
( i l l )  thc subdtvision of land; or 
( i ~ )  cnvirontnental protection; 
or the effect of any violation of these laws, ordinances. or governmental regulations. This Exclusion I(a) does not modify or limit the coverage 
p r o ~ ~ d e d  undcr Covered Risk 5. 

I b) Any govenlniental police power. This Exclusion I (b) docs not modify or limit the coverage provided under Covered Risk 6. 
2 Rights o f  eminent domain. This Exclusion does not modify or limit the covcrage provided under Covered Risk 7 or 8. 
7 Defects, Ilens, encumbrances, adverse claims, or other matters: 

c a )  created, suffered, assumed, or agrccd to by the lnsured Claimant; 
(b) not Known to the Company, not recorded in the Public Records at Date of Policy, but Known to the lnsured Claimant and not disclosed in 

wrttlng to the Company by the lnsured Cla~mant prior to the date the lnsured Claimant became an Insured under this policy; 
ccl resulttng in no loss or damagc to the lnsured Claimant; 
(d) attaching or created subsequent to Date of Policy (howcvcr, this does not modify or limit the coverage provided under Covered Risk 9 and 10); 

us 
(e)  resultitlg in loss 01- damage that would not have been sustained if the Insured Claimant had paid value for the Title. 

1 4ny claim, by reason of the operat~on of federal bankruptcy. state insolvency. or similar creditors' rights laws, that thetransact~on vesting theTitleas 
ihown in Schedule A, i s  

( a )  n fraudulent conveyance or fraudulent transfer; or 
(h )  a preferenttal transfer for any reason not stated in Covered R~sk 9 of this policy. 

5 4ny lien on the Title for real estate taxes or assessments imposed by governmental authority and created or attaching between Dateof Policy and the 
date of recording of the deed or other instrument of transfer in the Public Records that vests Title as shown in Schedule A. 

CONDI'I'IONS 

I. I ) t F l h l  I'lOY OF l L K M S  
he f o l l o w ~ n ~  tcnn? whcn u\cd In 1111s pol~cy mean 

I I )  ",ZIIIOIIIII 13f Ins~~rancc" The amount stated in 
\ L I I C I I ~ I I L '  A as may hc ~ncrcnscd or dccreascd by endorsement 
I < )  1 1  I, pol~c!. lncrcasvd by Scctlon S(b), or  decreased by 
\r-l18 11% I0 and I I of thcsc ( 'ond~t~ons 

I , I  "Datc ot Pol~cy" The date des~gnated as 'Date of 
I ' G I I I , >  In Cchedule A 

I "Ent~ty" A corporation partnersh~p. ttu?t, l~ln~tcd 
Ilnhtli ! company or other s ~ ~ n ~ l a r  legal entity. 

I 1) "Insured". Ihe lnsured nanied In Schedule A 
( I )  l 11r term "I~~sured" also Includes 

( A )  successors to the Title of the Insured by 
olw~ . I ' I ~ I I  of law as d~s t~ngu~shrd  tro~n purchase. tnclud~ng hen .  
de\ 1 , ~ ~ s  survivors personal represenfattves. or next of'k~n. 

(8) successors h, an lnsured by d~ssolutton. 
nrtl:,k I ~ o n w l ~ d a l ~ n n  dtsfr~hut~on. or rcorganlzatlon 

( C  l succcssurs to an lnsured by 11s converslonto 
ni1~3lt1~ t L~nd ol.Fnt~t). 

( D l  a grdntrt: ol an lnsured under a deed 
dclitL 1i.d withi>ot payment of actual valu.~ble cons~deration 
b ~ ~ ~ ~ ! I  I I I ~  tlir Tltlc 

( I  ) ~f the stnck, sharec. mcnibcrsh~ps. or 
i ) t l ~ . ~  cqu~ty intrrests of the grantee are wl~olly-owned hy thc 
nnili~,.l Insured 

( 2 )  ~t the granter wholly owns the named 
I l l > l t l i < l  

( 3 )  if the grantee IS wholly-owned by an 
i~ t l i l~  ~ tcd  Enttty of the named Insured. prov~ded the afil~ated 
tnr~t! ;~nd thc na~ncd Insured are both wholly-owned by the 
.;onl~ 7erson or h i t ) .  or 

(4) ~t the grantee 1s a trustee or beneficlaw 
01 . I  , I   st crealecl by a written Instrument establ~shed by the 
I I ~ \ ~ I I < ~  11a111ed in S;liedulc A for estate plann~ng purposes 

0 0  W ~ t h  regard to (A). (B). (('). and (1)) reserving 

Iio\~ L. er all r~phrs and defenses as to any successor that the 
1 , t11q7 ~ n y  aouid hare had aganirt any prrdecec~or lnsured 

I r l  "lnsured Cla~tnant" An Imured clai~nlng loss or 
<I;,#l>,,cc 

I "I " K ~ ~ o u ~ l e d ~ c "  01 "Known" Acbal knowledge. not 
colt,iructlve knowledge or notlce that !nay be ~mputed to an 
I I I \ [ I I L ' ~  by reason of the Publ~c Records or any ollter records 
thal Ilnpan constructtve notice of lnatters affectmg the T~tle  

I :l "Land  The land descnbed 111 Scliedule A. and affixed 
Ilnpi ie~nents that by law constltutc rcal property The term 
" I  . r n > ~ "  docs not ~nclude any property beyond the llnes of the 
.Ire.? dc<cr~hcd In Schedule .4. nor any r~ght. Iifle. Interest. cstate 

or easement In abuttlng streets. roads. avenues, alleys. lanes. 
ways. or waterways. but t h ~ s  does not ~nod~fy  or Itrn~t the extent 
that a nght of access to and From the Land IS ~nsured by thls 
policy 

(h) "Mortgage". Mortgage, deed of trust tmst deed. ur 
other secunty instrument. ~nclud~ng one ev~denced by electrunic 
means authonred by law 

(I)  "Publs Records". Records established under statt. 
statutes at Date of Polcy for the purpose of Imparting 
constmctlvc notlce of matters relatlng to real property to 
purchasers for value and without Knowledge W ~ f h  respect to 
Covered K~sk S(d). "l'ubl~c Rccords" shall also ~nclude 
env~ronmental protectton hens tiled In the records ofthe clerkof 
the IJmted States D~strict Court for the d~stnct where the Land 1s 
located 

b) "T~tle" The estate or Interest descnbed ln Schedule A. 
(k) "llnmarketable Title" Tttle affected by an allegetl or 

apparent matter that would pennlt a prospective purchaser or 
lessee of the Tttle or lender on the Tltle to be released from the 
obligatron to purchase. lease. or lend I T  there IS a contractual 
condltlon requlrlng the deltverq of marketable title 
2. CONTINUATION O F  INSL'RANCE 

The coverage of this policy shall continue In force as of' 
Date of Pol~cy In favor of an Insured, but only so long as the 
Insured rctalns an eqtate or Interest in the Land. or holds an 
obl~gat~on secured by a purchase tnoney Mortgage glven by a 
purchaser from the Insured. or only so long as the Insured shall 
have I~ab~llty by reason ot warranties In any transfer or 
conveyance of the Tdle T h ~ s  pollcy shall not contlnue ln force 
In favor of any purchaser from the Insured ofeither (I) an estate 
or Interest in the Land. or 01) an obhpat~on secured by a 
purcllase money Mortgage given to the lnsured 
3. NOTICE O F  CLAIM TO BE GIVEN BY INSURED 
CLAIMANT 

Ihe Insured shall not~fy the Company prolnptly In wnting 
(I)  In case of any llligatlon as set forth in Section 5(a) of these 
Cond~t~ons. (11) In case Knowledge shall come to an lnsured 
hereunder of any clai~n of t~tle or lnterest that IS adverse to the 
Tlrle as ~nsured. and that rn~ght causc loss or dn~naye for which 
tlie Company (nay be liable by vlrtueofthts policy, orf t r~)  ~ f t h e  
Tltle. as ~nsured. IS rejected as llnmarketable T~tle If the 
Company IS prejud~ced by the fa~lure of the lnsured Clannant to 
provide prolnpt nutice. the Company's I ~ a b ~ l ~ t )  to the lnsured 
Clatlnant under the poltcy shall be reduced to the extent of the 
prejudice 
4. PROOF OF LOSS 

In the event the Company IS unable to determ~ne the 
amount of loss or damage. tlic Company may. at ~ t s  optlon. 

requlre as a cond~t~on of payment that the lnsured Claimant 
fum~sh a aigned proof of loss The proof of loss must descr~be 
the defect, lien. encumbrance. or other Inaner Insured against by 
this pollcy that const~tutes the bas~s  of loss or damage and shall 
state, to the extent poss~ble. the basis ofcalculating the amount 
of the loss or damage 
5. DEFENSE AND PROSEClJTlON O F  ACTIONS 

(a) Upon wnnen request by the Insured. and subject to the 
optlons contained In Section 7 of these Conditions. the 
Company. at 11s own cost and w~thout unreasonable delay, sllall 
prov~de for the defense of an lnsured In lit~gatton In wh~cli any 
thlrd party asserts a claim covered by thts policy adverse to the 
Insured. This obligat~on IS l ~ m ~ t e d  to only tl~ose staled causes of 
action alleging matters insured against by thls policy. The 
Company shall have the r~ght to select counsel of I$ cho~ce 
(subject to the nght of the lnsured to object for reasonable 
cause) to represent the lnsured as to those stated causes of 
action. 11 shall not be l~able tor and w~ll  not pay the fees ofany 
other counsel l'he Company will not pay any fees. costs. or 
expenses tncurred by thc lnsured in thc defense of those caurrs 
of actlon that allege matters not insured agalnst by this polsy. 

(b) The Company shall have the nght. In add~tion lo the 
ophons contamed m Sectton 7 of these Cond~tions, at rts own 
cost. to lnstltute and prosecute any actlon or proceeding or to do 
any other act that In ~ t s  opmlon may be necessary or desirable to 
establ~sh the T~tle, as msured, or to prevent or reduce loss or 
damage to the Insured The Company may take any appmpnate 
act~on under the terms of t h ~ s  pol~cy, whether or not ~t sl~all be 
l~able to the lnsured The exerctse of these rights shall not be an 
adjn~ss~on of l~abtl~ty or watver of any prov~sion ofthis polry. If 
the Company exercises 11s rights under this subsect~on. 11 must 
do so di l~pntly.  

(c) Whenever the Company brmgs an actton or asserts a 
defense as requ~red or penn~tted by t h ~ s  pol~cy. the Company 
may pursue the Ict~gat~on to a tinal detenn~nat~on by a court of 
competenl jur~sd~ct~on,  and ~t expressly reserves the r~ght. In 11s 
sole discret~on, lo appeal from any adverse judgmcnt or order 
6. DUTY O F  INSURED CLAIMANTTO COOPERATE 

(a) In all cases where th~s  pol~cy permits or requires the 
Company to prosecute orprovtde for the defense of any action 
or proceeding and any appeals. the insured shall secure to the 
Company the rlght to so prusecule or prov~de defense in thc 
action or proceeding. including the nght to use, at its option. the 
name of the lnsured for this purpose. Whenever requested by the 
Company. the Insured. at the Company's expense, shall grve the 
Company all reasonable aid (I) In securing evidence. ohtaming 
witnesses, prosecuting or defend~ng the actlon or proceedmg. or 
effect~ng settlement. and (11) In any other lawful act that In the 
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opmlor: 111 the (ornpar~y rrlay be necessary or des~rable to 
cztahlt.h the l~ r le  or any uther lnatter as ~nsured I t  tlie 
C'omp.!~~.v IS preiudrced by the farlure of  the lnsured to tumlsh 
tllc rcqd~red cooperation. the Co~npany's obl~pat~ons to the 
I~\IIIC~ under the pol~cy shall tennlnate. ~nclud~ng any liabllrty 
oi oI~llc,jl~on to defend. prosecute. or contlnue arty Iltlgatlon. 
u 1111 !.:pard to the Inaner or matters requ~r~ng such cuoperatlon 

! I > '  Thc Company {nay reasonably requlre the lnsured 
( I ' i ~ r ~ i ~ ~ t ~ t  to suh~nlf to CX~IIIIIIB~IO~ under oath by any authonzed 
leprc,clrtatlve of thc Company and to produce for exam~nat~on. 
Inslx,,llon. and copylng. at such reasonable tlmes and places as 
In,l! 1.r deslpnatcd by the author~zcd representative of the 
COIII~JIIV. all records. In whatever ~ n c d ~ u ~ n  rnamta~ned. 
IIICIUL~II~~ books. ledger& checks. menmranda, correspondence. 
repoll, 2-malls. dlsks, tapes, dnd b~deos whether beanng a datc 
bclnrc or after Date of  Policy. that reasonably pertaln to the loss 
CII (l.l~nagc Funher. ~f requested by any author~zed 
rrprc\,.rltat~vc of the Conipariy. the lnsured C'la~mant ahall grant 
11.. IWI-IUISIUI~. In n r~ t~ng .  for any autlior~zed reprexntatlve ot 
thc ( t,cilpany to cxamlne. Inspect. and copy all ofthcse records 
III t i ~ r  , !l\tody or control of a th~rd parry that reasonabl) pertaln 
to tl~c I,),, ordamage All ~nfonnat~on desrgnated ascunlident~al 
h! t l l i  Ir~surrd Cla~~nant pro\~ded to the Company pursudnt to 
1l11s \.,l~on \hall not be drsclosed to others unless. In the 
r~.~\c~t'.~hlc ludglnunt of  the Company. 11 IS necessary In the 
nd~n~n~.trat~on ut the c l a ~ ~ n  Fa~lure of tlie lnsured Cla~niant to 
~uh r i i ~ l  lor exammation undcr oath. produce any reasonably 
~cquc\rcd ~nfannatron. or grant pcnnlssion to secure reasonably 
IIC'C~.\,I~~ ~ ~ ~ f o r ~ ~ ~ a t ~ o n  troln thlrd part~cs as requtred In thls 
SU~~L.L-I,,II. uriless proh~b~ted by la* or govcmlnental reylat~on. 
bl~sll toinrnate any l ~ a b ~ l ~ t y  ot the Company under tlils pohcy as 
t~ 111.11 Lldi~i i  
7. OP'I IONS -10 PAY OR OTHERWlSt SF.TT1.E 
C1.41\IS: TERMINATION OF L IABIL ITY 

111 Lase ot a cla~rm under th~h policy. the Company shall 
Ihdbc IIIC follaw~ng addlt~onal options 

I . ~ I  To Pay or lender Pdy~ner~l i ~ f  the Amount of 
IIIYUI'IIILC 

I pay or tender payment of  the Amount of lnsulance 
UI I~CI  IIIIS polcy together wltli any costs. attorneys' fees, and 
cxpenws Incurred by the lnsured C lainlant that were author~zed 
by 1111, I oirlpany up to the tllne ofpay~nent or tender ofpnyment 
and t1t.11 Lhe Company IS obl~gated to pay 

I Iwn the exercrse by the C'orrrpany of thls optlon, all 
I ~ah~ l~ t ,  and ohl~gat~ons o f  the Company to the lnsured under 
tl11\ pt,lrcy other than to make the payment requ~red In this 
r u h ~ r ~ r ~ o n  chall tennlnate, ~nclud~ng any l ~ab l l ~b  or obligat~on 
tu (i~lclld. plosecute or contlnue any lltlgatlon 

1 1 ~ 1  To Pay or Otherw~se Srtllc W~ th  Part~es Other Than 
Ilk! 111,ured or W~ th  the lnsured Claimant 

(I) To pay or othrnv~sc scttlc w~ th  other pariles for 
or 111 I!,, name ot an Insured ('lalmant any clalln lnsured afalnsl 
1111dcr ,111s pollc) 111 addlt~olr. the Co~npany w ~ l l  pay any casts. 
attdri\ i~s' Ieea. dr~d expenses ~ncurred by the lnsr~red Clalrnant 
tha1 w t ~ e  author~~rd hy the Company up to the tlmc ofpay~nent 
alld 111.11 t l~e Colr~pany IS ubl~gated to pay or 

(10 T(I pay or otllerw~se settle wrth the lnsured 
( le1!11.~11t the loss or dn~llage prov~ded for under th~s policy. 
togcillc~ wrth any costs. atlorneys' lees, and expcnses Incurred 
b> I I ! ~  Inrured Cln~~nant that were authorized by the Company 
up l c  1'1; tune oFpd)~~~et~t and that the C'ornpany 1s obllgatcd to 

I pon [lie exerclhe b> the Company of e~thcr of the opttons 
]!ro\lcl:d for III ,ubsectrons ( ~ N I )  or (11). the Company's 
ohl~u.~l~on, to the Insured under th~s pol~cy for the claimed loss 
or d.i~n;~ye, orher Lllar~ the payments reqo~red to he madc. shall 
lerlllll ilr. ~ r~c lud~ r~g  any l~abll~ty or obl~gat~on to defend. 
pro<c~ute. or collllnuc ally Iltlgatlon 
8 .  I )ETERMI\ATlOh AND EXTEY I' OF LIARII.ITY 

1111s pol~cy 1s a contract o f  ~nde~nnlty agalnst actual 
~ i ~ u ~ ~ c t d l y  loss or da~~~dg r  susta111rd or Incurred by the lnsured 
( la~r~l~int  who has suffered losa or damage by reason of ~naners 
~naulcd agalnst by th~s pol~cy 

1.11 Thc crtent of l ~ab~ l~ t y  of  the Co~npar~y for loss or 
dnm.~~c under thri pol~cy shall not exceed the lesser of  

(I) the Amount of lnsurance or 
(11) tlie difference between the value of Ihc Tltlc as 

lnsured and the value of the T~tle sublect to the r~sk ~nsund 
agalnst by this policy 

(b) I f  the Company pursues 11s nglits under Sect~on 5 of 
these Conditions and 1s unsuccessful In establ~sh~ng tlie Title. as 
~nsured. 

(I) the Amount of lnsurance shall be ~ncreased by 
10%. and 

(11) the lnsured Clai~nant shall have the nght to have 
the loss or damage determined e~ther as of the date the cla~ln 
was made by the lnsured Clalrnant or as of  the date 11 IS settled 
and paid 

(c) In add~tlon to Lhe extent of I~ablhty under (a) and (b). 
the Company w ~ l l  also pay those costs. attorneys' fees. and 
expenrcs ~ncurred in accordance wtUi Sect~ons 5 and 7 of these 
C'ond~t~ons 
9. I.IMITATION OF LIABILITY 

(a) If the Company establishes the Title, or removes the 
alleged defect, l~cn or encumbrance. or cures the lack of a nght 
of access to or from the Land. or cures the clalln of  
linmarketahle T~tle all as Insured. in d reasonably dillgent 
manner by any method, Including l~t~gat~on and the cornpletlon 
at any appeals. 11 shall have fully performed 11s obl~gatlons w~th  
respect to that matter and shall not be l~able for any loss or 
darnage caused to the Inrurcd 

(b) In the event ofany I~t~gat~on. including I~t~gat~an by tlie 
Co~npdr~y or with the Co~npany's consent. the Co~npar~y shall 
habe no I~ah~ l~ t y  for loss or damage until there has been a final 
detenn~nat~on by a court of colnpetcnt jurisd~ction, and 
d~spos~t~on of all appeals. adverse to the Title. as insured. 

(c) The Company shall not be liable for loss or damage to 
the lnsured for I~ab~llty \~uluatarily assumed by the lnsured In 
settling any claim or su~t w~thout the pnor written conrent ofthe 
Colnpany 
10. REDUCTION OF INSURANCE; REDUCI'ION OR 
TERMINATION OF LIABILITY 

All payments under th~s policy. except payments made for 
costs. attorneys' fces. and expenses, shall reduce the Amount of 
lrrsurance by the atnount of  the payment 
11. LIABILITY NONCUMUI.ATIVE 

The Amount of  lnsurance shall be reduccd by any amount 
the Company pays under any pol~cy lnsurlng a Mortgage lo 
whlch exception IS taken In Schedule B or to wh~ch the lnsurcd 
has agreed. assumed, or taken subject, or which IS executed by 
an insured after Date of Pol~cy and wh~ch is a charge or lien on 
the Title, and the amount so paid shall be deemed a paymerit to 
the Insured under th~s pol~cy 
12. PAYMENT OF LOSS 

When I~abl l~ly and the extent of  Ins5 or damage have been 
definitely fixed In accordance with thcsc Condit~ons. the 
paylnent shall be Inlade wlthrn 70 days 
13. RIGHTS OF RECOVERY UPON PAYMENT OR 
SETTLEMENT 

(a) Whenever the Company shall have settled and paid a 
claun under thtspol~cy. 11sliall be subrogated and ent~tled lo the 
r~ghts o f  the lnsured Claimant m the Title and all other rightsand 
relned~es In respect to the clam that the lnsured Cla~lnant has 
agalnst any person or property, to the extent ofthe alnount of 
any loss. costs. nitorneys' fees, and expenses pa~d by the 
Colnpany I f  requested by the Company, the lnsured Claimant 
shall execute documents lo evidence the transfer to the 
Company of these rights and re~ned~es. The lnsured Cla~~nant 
shall pennit the Company lo sue. comprornlse. or scttlc in the 
name of tlie Insured Claimant and to use the name of the Insured 
Cla~mant in any trdnsaclroa or I~tlgatrun tnvolvlng these rights 
and remedles 

I f  a paynicnt on account of a c l a ~ ~ n  does not fully cover the 
loss of  the lnsured Claimant. the Company shall defer the 
cxerclse of ~ t s  right to recover unt~l after the lnsured Claimant 
shall have recovered its loss 

(b) The Cnmpany's right ofsubrogat~on ~ncludes the nghn 
of the lnsured to ~ndetnn~t~es. guaranties, other pohc~es of 
Insurance, or bonds notw~thstanding any lenns or cond~tlons 
contamed in those ~nstruments that address subrogat~on rights. 

14. ARBI IKATION 
Either the Company or the lnsured may detnand that the 

claim or controversy shall be subm~tted to arbtbahonpursuant to 
the T~tle lnsurance Arb~lrat~on Rules of  the Amencan LandTrtle 
Associahon ("Rules"). Except as provided in the Rules. there 
shall be no joinder or consolidation w~ th  clalms or contmverstes 
of  other persons Arbitrable matters may include. but are not 
limited to, any controversy or clam between the Company and 
thc lnsured anslng out of  or relat~ng to th~s poltcy. any service in 
connectton wrth 11s Issuance or the breach of a policy provision, 

or to any other controversy or cla~rn ar~s~ng out of  the 
transactton glvlng rise to this policy. All arbitrable matters when 
the Amount of  lnsurance is $2.000.000 or less shall be arblhated 
at the opt~on ofether the Company or the lnsured All arbllrable 
matters when the Amount of  lnsurance IS In excess of 
$2.000,000 sl~all be arb~trated only when agreed to by both the 
Company and the Insured. Arb~tratron pursuant to thls policy 
and under the Rules shall be blndlng upon the partles. Judgnnent 
upon the award rendered by the Arhltrator(s) may be entered In 
any court of  competent j u ~ l ~ d l ~ t l ~ n  
15. LIABILITY L IMITED TO THIS POLICY; POLICY 
ENTIRE CONTRACT 

(a) This pol~cy together w~th  all endorsements. ~f any. 
attached to 11 by the Company IS the entlre pol~cy and contract 
between the lnsured and the-Co~npany. In ~nterpreting any 
provlslon of  this polry. thls pollcy shall be construed as a 
whole 

(b) Any clam of loss or damage that anses out of the 
status of  the Tltle or by any actlon asserting such claun shall be 
restricted to thls pol~cy 

(c) Any amendment of  or endorsement to lhis pol~cy must 
be in wntlng and authenttcated hy an authorized person, or 
expressly ~ncorporated by Schedule A of this pol~cy 

(d) Each endorsement to th~s pollcy ~ssued at any time is 
made a part of  thls policy and IS subject to all of 11s terms and 
provtsions Except as the endorsernent expressly states, ~t dms 
not (I) modify any of the tenns and provisions ofthe policy. (11) 
rnod~fy any prlor endorsement. (ill) extend the Date of Policy, or 
(IV) increase the Amount of  lnsurance 
16. SEVERABILITY 

In the event any provlslon of th~s pollcy. In whole or ~n part. 
IS held ~nval~d or unenforceable under applicable law, the pollcy 
shall be deemed not to Include that pmv~s~on or suchpali held to 
be invaltd, but all otherpmv~s~ons shall relnaln in full force and 
effect 
17. CHOICE OF LAW; FORUM 

(a) Cho~ce of Law The lnsured acknowledges the 
Company has underwritten the nsks covered by thls pol~cy and 
determined the premium charged therefor ln rel~ancr upon the 
law affecting Interests In real property and applicable to the 
interpretation. nghts. remed~es. or enforcement of  polic~es of 
t~lle Insurance of the jurlsdlctlon where the Land IS located 

Tiierefore, the court or an arb~trator shall apply the law of 
the lurisd~ct~o~i where the Land IS located to deternl~ne the 
vahd~ty of  claims agarnst the Iitle that are adverse to the Insured 
and to interpret and enforce the terms of this pol~cy In netther 
case shall the court or arb~trator apply ns conflicts of  law 
pnnc~ples to detenn~ne the apphcable law 

(h) Choice of  Fomm. Any lttcgat~on or other proceedtng 
brought by the lnsured agalnst the Company must be tiled only 
in a state or federdl court w ~ t h ~ n  the Iln~ted States of  Amenw or 
its terntones having appropriate junsdlcti~n 
18. NOTICES, WHERE SENT 

Any notlce of c l a ~ ~ n  and any other not~ce or statement In 
wrltlng requ~red to be glven to the Conlpany under this policy 
must be &wen to the Company at 

Chicago Title Insurance Company 
P 0 Box 45023 
Jacksonv~lle. FL 32232-5023 
Attn Cla~ms Department 

ALTA Owner's Po l~cy  (6117106) 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE OF RISK MANAGER 

I have read and am familiar with provisions of Article V of the Lease Agreement, dated 
as of August 1, 2008 (the "Lease Agreement") by and between the Modesto Public Financing 
Authority and the City of Modesto. I have also reviewed and am familiar with the policies of 
insurance or certificates evidencing such insurance obtained by the City, as the lessee named in 
the Lease Agreement, as required by Article V of the Lease Agreement. In my opinion, such 
insurance policies satisfies the requirements of Article V of the Lease Agreement, are actuarially 
sound and afford reasonable coverage for the risks required to be insured against. The insurance 
in the amounts and covering the risks required by Article V of the Lease Agreement is now in 
effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



Dated: August 28, 2008 

CITY OF MODEST0 

f? 

By: - / B)everly Jensen 
k m d a n t  Risk Manager 



ACCEL 
Authority for California Cities Excess Liability 
c/o Alliant Insurance Services 
Corporation Insurance License No. 0C36861 
600 Montgomery Street, 9th Floor, San Francisco, CA 941 11 

WWW. accelpool. org 
AUTHORITY FOR CALIFORNIA CITIES EXCESS LIABILITY (ACCEL) 

A JOINT POWERS AUTHORITY 
EXCESS LIABILITY COVERAGE 

ADDITIONAL COVERED PARTY ENDORSEMENT 

It is understood and agreed that in accordance with Section 111. WHO IS A COVERED PARTY paragraph D. that 
the following person or organization named below is included as an additional covered party for Bodily Injury and 
Property Damage, but only with respect to facilities or personal property owned by such person or organization and 
used by the Member Agency or for liability arising out of operations performed by or on behalf of the Member 
Agency for such person or organization so designated. 

Additional Covered Party Limit of Liability Description of Activity or Location of Facilities Used 

The Bank of New York $3,000,000 The Modesto Public Finance Authority, its Directors, Officers, 
Mellon Trust Company, N.A. Agents and Employees are named as additional covered parties 

with respects to the contract entered into with the City of 
Modesto. 

Notwithstanding any requirement, term or condition of any contract or agreement to which this coverage may apply, 
the coverage afforded an additional covered party shall be subject to all the terms, exclusions and conditions of this 
Memorandum of Excess Liability Coverage (07104) as otherwise applicable. 

This endorsement is part of the Memorandum of Excess Liability Coverage (07104) and is effective on the date 
shown below. 

All other terms and conditions remain unchanged. 

Effective Date or Date(s) of Event: July 1,2008 to June 30,2009 

Policv Period: July 1,2008 to June 30,2009 

Member A ~ e n c v :  City of Modesto 

Endorsement No.: 0809-MOD-0 1 8 

Issued to: 550 Kearny Street 
Suite 600 
San Francisco, CA 941 08-2527 

Date Issued: August 22,2008 

[~u thor ized  Representative for ACCEL 
Alliant Insurance Services, Inc. 



All~ant Insurance Services, Inc. CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THlS CERTIFICATE 
DOESNOTAMEND,EXTENDORALTERTHECOVERAGEAFFORDEDBYTHE 

600 Montgomery Street POLICIES BELOW 

San Francisco, CA 941 11 (41 5) 403-1400 

THlS IS TO CERTIFY THAT THE COVERAGE IS AFFORDED TO THE ABOVE NAMED MEMBER, AS PROVIDED BY THE MEMORANDUM(S) OF COVERAGE, FOR THE 
COVERAGE PERIOD SHOWN BELOW, NOTHWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WlTH 
RESPECT TO WHICH THlS CERTIFICATE MAY BE ISSUED OR MAY PERTAIN THE COVERAGE AFFORDED BY THE PROGRAM DESCRIBED HEREIN IS SUBJECT TO 
ALL THE TERMS. EXCLUSIONS, AND CONDITIONS OF SUCH MEMORANDUM(S) OF COVERAGE THE FOLLOWlNG COVERAGE IS IN EFFECT 

PUBLIC ENTITY LIABILITY IS DEFINED IN THE MEMORANDUM(S) OF COVERAGE ON FILE WlTH THE ENTITY, AND COPIES ARE AVAILABLE ON REQUEST. 

The Modesto Public Finance Authority, its Directors, Officers, Agents and Employees are named as additional covered parties with respects to the 
contract entered into with the City of Modesto. 

The Bank of New York Mellon Trust Company, ,THE ISSUING COMPANY W~LL ENDEAVOR TO MAIL 30 DAYS 
E HOLDER NAMED TOTHE LEFT. BUT FAILURE TO 
OR LIABILITY OF ANY KIND UPON THE COMPANY. ITS 

550 Kearny Street 

San Francisco, CA 94108-2527 
Attn: lnsurance Administrator 



CERTIFICATE NO. ISSUE DATE IMMIDDNYYY) 

I CERTIFICATE OF COVERAGE I 
CSAC Excess Insurance 
Authority (CSAC EIA) 
C/O ALLIANT INSURANCE SERVICES, INC. 
PO BOX 6450 
NEWPORT BEACH, CA 92658-6450 

PHONE (949) 756-0271 1 FAX (619) 699-0901 
LICENSE #0C36861 

THlS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND 
CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THlS CERTIFICATE 
DOES NOT AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BELOW. 

COVERAGE 
BY: A - See attached schedule of insurers 

COVERAGE 
AFFORDED BY: - 

Member: 
AUTHORITY FOR CALIFORNIA CITIES EXCESS 
LIABILITY (ACCEL) CITY OF MODEST0 
101 0 1 OTH STREET, #5600 
P.0 .BOX 642 
MODESTO, CA 95353 

COVERAGE 
AFFORDED BY: C 

COVERAGE 
AFFORDED BY: D 

I COVERAGE 
AFFORDED BY: E 

Covera es 
THIS Ps T o  CERTIFY THAT THE MEMORANDUMS OF COVERAGE AND POLICY LISTED BELOW HAVE BEEN ISSUED T o  THE MEMBER 
NAMED ABOVE FOR THE PERIOD INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR 
OTHER DOCUMENT WITH RESPECT TO WHICH THlS CERTIFICATE MAY BE ISSUED OR MAY PERTAIN. THE COVERAGE AFFORDED BY 
THE MEMORANDUMS AND POLICY DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS, EXCLUSIONS, AND CONDITIONS OF SUCH 
MEMORANDUMS AND POLICY. 

Description of OperationslLocationsNehicleslSpeciaI Items: 

AS RESPECTS EVIDENCE OF COVERAGE. 

I *LIMITS APPLY PER OCCURRENCE FOR ALL PROGRAM MEMBERS COMBINED. 

CO 
LTR 

A 

I 

THE BANK OF NEW YORK MELLON TRUST 
COMPANY, N.A. 
550 KEARNY STREET, SUITE 600 
SAN FRANCISCO, CA 941 08-2527 

TYPE OF COVERAGE 

EXCESS WORKERS' 
COMPENSATION & 
EMPLOYERS' LIABILITY 

Certificate Holder 
SHOULD ANY OF THE ABOVE DESCRIBED MEMORANDUMS OR POLICIES BE CANCELLED BEFORE 
THE EXPIRATION DATE THEREOF. THE ISSUING COMPANY WILL ENDEAVOR TO MAIL 30 DAYS 
WRITTEN NOTICE TO THE CERTIFICATE HOLDER NAMED TO THE LEFT, BUT FAILURE TO MAIL 
SUCH NOTICE SHALL IMPOSE NO OBLIGATION OR LIABILITY OF ANY KIND UPON THE COMPANY, 
ITSAGENTSORREPRESENTATIVES 

Cancellation 

AUTHORIZED REPRESENTATIVE 

MEMORANDUM1 
POLICY NUMBER 

EIA-PE 08 EWC-04 

-&% CSAC EXCESS INSURANCE AUTHORITY (CSAC EIA) 
I I 

PAGE 1 OF 2 

COVERAGE EFFECTIVE 
DATE (MMIDDNYW) 

07101 12008 

COVERAGE EXPIRATION 
DATE (MMIDDNYYY) 

0710112009 WORKERS COMPENSATION 
Difference between 
Statutoly and 
$500.000 SIR 

EMPLOYERS LIABILIN, 
Difference between 
$5,000,000' and 
$500,000 SIR 



CSAC EXCESS INSURANCE AUTHORITY 

EXCESS WORKERS' COMPENSATION PROGRAM 

2008 - 2009 SCHEDULE OF INSURERS 

PAGE 2 of 2 

PROVIDER LIMIT 

American Safety Casualty Insurance Company I Workers' Compensation: 
(70% quota share) ' $ 875.000 maximum each accident or each employee for I disease 

1 $ 875,000 maximum each accident for communicable 
disease 

CSAC Excess Insurance Authority (CSAC EIA) / (difference between $1,000,000 and the members retained limit) 
(30% quota share) 1 

1 Employers Liability: 
a $ 875,000* each accident 
1 $ 875,000* each employee for disease 
i *(Maximum $875,000 or the difference of $1,000,000 and 
I individual member SIR greater than $125,000) 

. " " --. " - . .. .. .- ." ...... ." " -" - . - 

CSAC Excess Insurance Authority (CSAC EIA) - 1  5 4.~00.000 each accident or each employee for disease 
I *(Maximum $4,000,000 or the difference of $5,000,000 and 1 individual member SIR greater than $1,000,000) 

.. - . - "- -1 - -.---.---------..-pp--... ..- ... . . . 

ACE American Insurance Company / $45,000,000 each accident or each employee for disease 
excess of CSAC EIA 1 $45,000.000 each accident for communicable disease 

~" "- . * -. . .. 

National Union Fire Insurance Co. of Pittsburg, PA 
(AIG) 

.,.,. "- - ". """ -~ 

Statutory each accident and each employee for disease 
excess of $50 Million 



CERTIFICATE REGARDING REDEVELOPMENT AGENCY RESOLUTION 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Board of Directors of the 
Redevelopment Agency of the City of Modesto (the "Redevelopment Agency"), a public body, 
corporate and politic, duly organized and existing under the laws of the State of California, and 
that as such I am authorized to execute this Certificate on behalf of the Redevelopment Agency. 

I hereby further certify that the attached resolution is a full, true and correct copy of 
Resolution No. 14-2008, adopted at the regular meeting of the Board of Directors of the 
Redevelopment Agency held on August 6, 2008, of which meeting all of the members of the 
Commission had due notice and at which a quorum was present and acting throughout. 

I hereby further certify that I have carefully compared the same with the original 
resolution so adopted at said meeting and that it is a full, true and correct copy of said resolution; 
and that said resolution has not been amended, modified or rescinded since the date of adoption 
and is now in full force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



Dated: August 28,2008 

REDEVELOPMENT AGENCY OF THE CITY OF 
MODEST0 

By: 
Stephanie Lopez I' 

Secretary 



MODEST0 REDEVELOPMENT AGENCY 
RESOLUTION NO. 14-2008 

A RESOLUTION OF THE REDEVELOPMENT AGENCY OF THE CITY OF 
MODEST0 AUTHORIZING THE EXECUTION AND DELIVERY OF A 
loTH STREET G A U G E  FACILITIES LEASE AND AUTHORIZING AND 
APPROVING SUCH OTHER DOCUMENTS AND THE TAKING OF ALL 
NECESSARY ACTION IN CONNECTION THEREWITH 

WHEREAS, the Redevelopment Agency of the City of Modesto (the "Redevelopment 

Agency") is a redevelopment agency, a public body, corporate and politic duly created, 

established and authorized to transact business and exercise its powers, all under and pursuant to 

the Community Redevelopment Law (Part 1 of Division 24 of the Health and Safety Code of the 

State of California, the "Law"); and 

WHEREAS, the City of Modesto (the "City"), working together with the Modesto Public 

Financing Authority (the "Authority"), a joint exercise of powers authority duly organized and 

existing under a Joint Exercise of Powers Agreement, dated as of December 1, 1989, between the 

City of Modesto (the "City") and the Industrial Development Authority of the City of Modesto, 

previously leased and financed the costs associated with a mixed-use development, including, 

among other uses, retail and office uses, public parking garage (the "loth Street Garage"), and a 

City-County building, each of such improvements more commonly referred to as the 10th Street 

Place Project (the "1 0th Street Place Project") and other public capital improvements, including 

the Communications Dispatch Center, the John Thunnan Field and a Police Headquarters 

Building (together with the 10th Street Place Project, the "Project"); and 

WHEREAS, the Authority previously issued (a) its Lease Revenue Bonds, Series 1998 

(Capital Improvements and Refinancing Project) (the "1998 Bonds") for the purpose of 

(i) providing funds for the 1998 Project, (ii) providing funds to refund its outstanding 1986 



Certificates of Participation (Capital Improvements Project), (iii) paying capitalized interest on 

the 1998 Bonds, (iv) providing a debt service reserve fund for the 1998 Bonds and (v) paying the 

costs of issuance therefor, and (b) its Lease Revenue Refunding and Capital Improvement 

Bonds, Series 2007 (the "2007 Bonds") for the purposes of (i) providing funds to finance certain 

additional improvements to the 1998 Project, (ii) providing funds to refund all of its Lease 

Revenue Bonds, Series 1997 (John Thurman Field Renovation Project) (the "1997 Bonds") and 

(iii) providing funds to refund a portion of its 1998 Bonds, (iv) providing a debt service reserve 

fund for the 1998 Bonds and (v) paying the costs of issuance therefore; and 

WHEREAS, in furtherance of the Project, the City and the Redevelopment Agency and 

the City entered into a Reimbursement Agreement, dated as of March 1, 1998 (the 

"Reimbursement Agreement"), pursuant to which the Redevelopment Agency is obligated to 

make certain semi-annual payments to the City; and 

WHEREAS, the City has determined that by refinancing the Project by refunding all of 

the outstanding 1998 Bonds and 2007 Bonds (collectively, the "Prior Bonds"), the City can 

achieve interest cost savings and/or desirable restructuring of debt obligations so as to minimize 

the impact of current and potential future market instability; and 

WHEREAS, the Authority intends it issue its Lease Revenue Refunding Bonds, Series 

2008, in one or more series of bonds (the "2008 Bonds"), pursuant to an indenture (the 

"Indenture") by and between the Authority and The Bank of New York Mellon Trust Company, 

N.A., as trustee (the "Trustee"), for the purposes of (i) providing funds to refund all of the Prior 

Bonds on a current basis, (ii) funding a debt service reserve fund and (iii) paying the costs of 

issuance therefore; and 



WHEREAS, in order to evidence the Redevelopment Agency's continuing obligation 

under the Reimbursement Agreement to contribute to the payment of lease payments payable by 

the City under the Lease Agreement with respect to the 1 oth street Garage, the City and the 

Redevelopment Agency will amend the Reimbursement Agreement, pursuant to the First 

Amendment to Reimbursement Agreement (the "First Amendment to Reimbursement 

Agreement") dated as of August 1,2008, by and between the City and the Redevelopment 

Agency; and 

WHEREAS, all acts, conditions and things required by the Law, and by all other laws of 

the State of California, to exist, to have happened and to have been performed precedent to and 

in connection with the execution and delivery of said document exist, have happened, and have 

been performed in regular and due time, form and manner as required by law, and the 

Redevelopment Agency is now duly authorized and empowered, pursuant to each and every 

requirement of law, in the manner and upon the terms herein provided; 

NOW, THEREFORE, BE IT RESOLVED BY THE REDEVELOPMENT AGENCY OF 

THE CITY OF MODEST0 AS FOLLOWS: 

SECTION 1. Findings. This Board hereby specifically finds and declares that the 

actions authorized hereby constitute and are public affairs of the Redevelopment Agency and 

that the statements, findings and determinations of the Board set forth in the preambles above 

and in the document approved herein are true and correct. 

SECTION 2. Approval of 10'" Street Garage Facilities Lease. The 10" Street Garage 

Facilities Lease, substantially in the form submitted to this meeting, is hereby approved, and the 

Chairperson, Executive Director, or the Secretary of the Redevelopment Agency (each, an 



"Authorized Officer"), are each hereby authorized and directed to execute and deliver, for and in 

the name of and on behalf of the Redevelopment Agency, the 1 oh Street Garage Facilities Lease 

with such additions, changes and corrections as such Authorized Officer may require or approve, 

such approval to be conclusively evidenced by the execution and delivery of the 10" Street 

Garage Facilities Lease. 

SECTION 3. Approval of First Amendment to Reimbursement Agreement. The First 

Amendment to Reimbursement Agreement, substantially in the form submitted to this meeting, 

is hereby approved, and the Authorized Officers are each hereby authorized and directed to 

execute and deliver, for and in the name of and on behalf of the Redevelopment Agency, the 

First Amendment to Reimbursement Agreement with such additions, changes and corrections as 

such Authorized Officer may require or approve, such approval to be conclusively evidenced by 

the execution and delivery of the First Amendment to Reimbursement Agreement. 

SECTION 4. Other Actions. The Authorized Officers are each hereby authorized and 

directed, jointly and severally, to do any and all things and to execute and deliver any and all 

documents which they may deem necessary or advisable in order to consummate the execution 

and delivery of the loth street Garage Facilities Lease. Such actions previously taken by such 

officers are hereby ratified, confirmed and approved. 

SECTION 5. Effect. This Resolution shall take effect immediately upon its passage. 



The foregoing resolution was introduced at a regular meeting of the Redevelopment 

Agency of the City of Modesto held on the 6th day of August, 2008, by Agency Member Hawn, 

who moved its adoption, which motion being duly seconded by Agency Member Lopez, was 

upon roll call carried and the resolution adopted by the following vote: 

AYES: Agency Members: Hawn, Lopez, Marsh, Olsen 

NOES: Agency Members: 0 'Bryant 

ABSENT: Agency Members: 

(SEAL) 

APPROVED AS TO FORM: 

SUSANA ALCALA WOOD City Attorney, acting as General Counsel 



FIRST AMENDMENT TO REIMBURSEMENT AGREEMENT 

This FIRST AMENDMENT TO REIMBURSEMENT AGREEMENT (this 
"Amendment") is dated as of August 28,2008, by and between the CITY OF MODEST0 (the 
"City"), a charter city and a municipal corporation organized and existing under the laws of the 
State of California (the "State") and the REDEVELOPMENT AGENCY OF THE CITY OF 
MODEST0 (the "Agency"), a public body, corporate and politic duly organized and existing 
under the laws of the State, amending that certain Reimbursement Agreement (the 
"Reimbursement Agreement"), dated as of March 1, 1998, by and between the City and the 
Agency. 

R E C I T A L S  

WHEREAS, the Agency is a redevelopment agency, a public body, corporate and 
politic duly created and established and authorized to transact business to exercise its powers, all 
under and pursuant to the provisions of the Community Redevelopment Law (Health and Safety 
Code 33000 et seq.) (the "Law"), including the power to enter into contracts and agreements as 
may be in the best interest of the Agency; and 

WHEREAS, previously the City agreed to undertake, on behalf of the Agency, 
certain public capital improvements consisting of a public parking garage and related facilities 
and improvements (the "Agency Improvements") and the Agency, pursuant to the 
Reimbursement Agreement, agreed to repay the City from Tax Revenues of the Agency in 
consideration for the financing of such Agency Improvements; and 

WHEREAS, pursuant to the Reimbursement Agreement, the Agency is obligated 
to make certain semiannual payments to the City from Tax Revenues the amounts shown in 
Exhibit B of the Reimbursement Agreement (the "Agency Obligations"); and 

WHEREAS, the City and the Agency desire to enter into this Amendment to 
amend certain provisions of the Reimbursement Agreement, to set forth the City's and the 
Agency's agreement to revise the Agency Obligations and to restate Exhibit B to the 
Reimbursement Agreement to reflect a new payment schedule of Agency Obligations; and 

WHEREAS, pursuant to Resolution No. 14-2008, adopted by the Agency on 
August 6, 2008, and Resolution No. 2008-453, adopted by the City on August 6, 2008, the 
Agency and the City approved the amendment to the Reimbursement Agreement and the 
revision to the Agency Obligations; and 

WHEREAS, all acts, conditions and things required by law to exist, to have 
happened and to have been performed precedent to and in connection with the execution and 
entering into of this Amendment do exist, have happened and have been performed in regular 
and due time, form and manner as required by law, and the parties hereto are now duly 
authorized to execute and enter into this Amendment; and 



NOW, THEREFORE, in consideration of the above Recitals and of mutual 
covenants set forth herein and in the Reimbursement Agreement, the parties hereto agree as 
follows: 

1. Capitalized terms used herein without definition shall have the meanings 
set forth in the Reimbursement Agreement. 

2. The definition for "Lease/Purchase Agreement" is hereby amended and 
restated in its entirety as set forth below: 

"LeaseIPurchase Agreement" means that certain Lease Agreement between the 
City and the Modesto Public Financing Authority, dated as of August 1,2008. 

3. Section 3.1 of the Reimbursement Agreement is hereby amended and 
restated in its entirety as set forth below: 

SECTION 3.1 Payments by the Agency. In consideration of the City agreeing to 
undertake the financing of Agency Improvements, the Agency covenants and 
agrees that for each fiscal year, commencing with fiscal year 2008-2009, 
continuing until the earlier of (i) March 1, 2036, as such date may be extended to 
a date not later than March 1, 2046 or (ii) the last date during which the Agency 
receives Tax Revenues, it shall pay on each March 1 and September 1, to the City 
or its assigns, but solely from Tax Revenues the amounts shown in Exhibit B 
hereto. The Agency acknowledges that the amounts shown are estimates of debt 
service relating to the financing costs for the Agency Improvements. The City 
will submit to the Agency each year, on or before June 30, a revised estimate of 
amounts due in the forthcoming fiscal year, including any over or underpayment 
for the prior fiscal year. The Agency Payments shall be paid directly to Bank of 
New York Mellon Trust Company, N.A., or its successor , in its capacity as 
trustee (the "Trustee"), or to any successor trustee designated by the City, under 
an Indenture, dated as of August 1, 2008 by and between the Modesto Public 
Financing Authority and the Trustee. The obligation of the Agency to make 
Agency Payments hereunder shall be absolute and unconditional, free from any 
deductions, diminutions or set-offs whatever. 

4. Section 4.4 of the Reimbursement Agreement is hereby amended and 
restated in its entirely as set forth below: 

SECTION 4.4 Amendments, Changes and Modifications. This Agreement may 
be amended or any of its terms modified with the written consent of the City and 
the Agency. 

5.  Exhibit B to the Reimbursement Agreement is hereby amended and 
restated in its entirety as set forth in the attached Schedule I. 

6. Except as amended by this Amendment, the Reimbursement Agreement 
shall remain in full force and effect. 



7. This Amendment may be executed in one or more counterparts, each of 
which shall be deemed an original and all such counterparts, taken together, shall constitute one 
and the same instrument. 

8. This Amendment shall be governed by, and construed in accordance with, 
the laws of the State of California. 



IN WITNESS WHEREOF, the Agency and the City have caused this 
Amendment to be duly executed as of the date first above written. 

CITY OF MODEST0 
"4 

By: &g 
Finance Director 

APPROVED AS TO FORM: 

By: $2ii%@d1 
City Attorney 

REDEVELOPMENT AGENCY OF THE CITY 
OF MODEST0 





MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CLOSING, SIGNATURE AND INCUMBENCY CERTIFICATE OF THE 
REDEVELOPMENT AGENCY 

The undersigned, Executive Director and Secretary of the Redevelopment Agency of the 
City of Modesto (the "Redevelopment Agency") hereby certify as follows: 

1. The officers identified below are duly authorized to execute on behalf of the 
Redevelopment Agency, certain documents, certificates and agreements relating to the Series 
2008 Bonds, and that pursuant to such authority certain documents, certificates and agreements 
have been executed by such persons, and attested to by the signature of the Secretary of the 
Redevelopment Agency, and each of the undersigned by their signature confirms that the other 
signatures set forth below are genuine or an authorized facsimile signature: 

Name Official Title Signature 

Stephanie Lopez Secretary 

2. the Redevelopment Agency is a public body, corporate and politic, duly organized 
and existing under the laws of the State of California; 

3. we are now, and at all times since August 6, 2008 have been, duly qualified 
Chairman and Secretary of the Redevelopment Agency; 

4. by all necessary official action of the Redevelopment Agency, the Redevelopment 
Agency duly authorized and approved the execution and delivery of the Facilities Lease (Parking 
Garage), dated as of August 1, 2008 (the "Parking Garage Facilities Lease") by and between the 
Redevelopment Agency and the Modesto Public Financing Agency and the performance by the 
Redevelopment Agency of the obligations on its parts contained therein; 

5. compliance with the provisions on the Redevelopment Agency's part contained in 
the Parking Garage Facilities Lease do not in any material respect conflict with or constitute a 



breach of or default under any law, administrative regulation, judgment, decree, loan agreement, 
indenture, bond, note, resolution, agreement or other instrument to which the Redevelopment 
Agency is a party or is otherwise subject, nor does any compliance result in the creation or 
imposition of any lien, charge or other security interest or encumbrance of any nature whatsoever 
upon any of the properties or assets of the Redevelopment Agency under the terms of any such 
law, administrative regulation, judgment, decree, loan agreement, indenture, bond, note, 
resolution, agreement or other instrument, except as provided in the Parking Garage Facilities 
Lease; 

6. the Redevelopment Agency is not in any material respect in breach of or default 
under any applicable law or administrative regulation of the State or the United States of 
America or any applicable judgment or decree or any loan agreement, indenture, bond, note, 
resolution, agreement or other instrument to which the Redevelopment Agency is a party or is 
otherwise subject, and no event has occurred and is continuing which, with the passage of time 
or the giving of notice or both, would constitute a default or an event of default under any such 
instrument; 

7. there is no action, suit, proceeding, inquiry or investigation, at law or in equity, 
before or by any court, governmental agency, public board or body pending or, to the best 
knowledge of the Redevelopment Agency, threatened against the Redevelopment Agency in any 
material respect affecting the existence of the Redevelopment Agency or the titles of its officers 
to their respective offices or in any way contesting or affecting the validity or enforceability of 
the Parking Garage Facilities Lease or contesting the powers of the Redevelopment Agency or its 
Redevelopment Agency to perform its obligations under the Parking Garage Facilities Lease, or 
which would have a material adverse effect on the Redevelopment Agency's ability to perform 
its obligations under the Parking Garage Facilities Lease; 

8. the Parking Garage Facilities Lease constitutes a valid and legally binding 
obligation of the Redevelopment Agency enforceable in accordance with its terms, subject to 
laws relating to bankruptcy, insolvency or other laws affecting the enforcement of creditors' 
rights generally and the application of equitable principles if equitable remedies are sought; and 

9. the resolution of the Redevelopment Agency, Resolution No. 14-2008, adopted on 
August 6, 2008, at a meeting of the Board of Directors of the Redevelopment Agency duly 
called, noticed and conducted, at which a quorum was present and acting throughout, a cerhfied 
copy of which is attached as Exhibit A hereto, authorizing the execution, delivery and due 
performance of the Parking Garage Facilities Lease, is in full force and effect at the date hereof 
and has not been amended, modified or supplemented. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



Dated: August 28,2008 

REDEVELOPMENT AGENCY OF THE CITY OF 
MODEST0 

By: 

By: 
I Stephanie Lopez / () 

/ 'J Secretary 



EXHIBIT A 

See Index #37 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE OF THE SECRETARY OF THE CITY-COUNTY 
CAPITAL IMPROVEMENTS AND FINANCING AGENCY 

I, Christine Ferraro Tallman, Secretary of the City-County Capital Improvements and Financing 
Agency (the "Agency"), hereby certify as follows: 

1. the foregoing Resolution No. 2008-01 is a full, true and correct copy of said resolution 
duly adopted at a meeting of the Agency duly held in Modesto, California, on August 5,2008, of 
which meeting all of the members of said Members of the Commission had due notice and at 
which a quorum was present and acting throughout. 

2. I have carehlly compared the foregoing copy with the original minutes of said meeting 
on file and of record in my office; that said copy is a full, true and correct copy of the original 
resolution adopted at said meeting and entered in said minutes; and that said resolution has not 
been amended, modified, rescinded or revoked in any manner since the date of its adoption, and 
the same is now in full force and effect. 

3. an agenda of the said meeting was posted at least 24 hours before the meeting at City- 
County Administration Building, 10 10 10th Street, Modesto, California, a location freely 
accessible to members of the public, and a brief general description of said resolution appeared 
on said agenda. 

4. notice of said meeting was delivered to each member of the governing board of the 
Agency at least 24 hours before said meeting. 

5. the officers identified below are duly authorized by the Commission of the Financing 
Agency to execute on behalf of the Financing Agency, certain documents, certificates and 
agreements relating to the Series 2008 Bonds, and that pursuant to such authority certain 
documents, certificates and agreements have been executed by such persons, and attested to by 
the signature of the Secretary of the Commission, and, each of the undersigned by their signature 
confirms that the other signatures set forth below are genuine or an authorized facsimile 
signature: 

Name Official Title Signature 

Jim Ridenour 

Christine Ferraro Tallman Secretary 



Dated: August 28,2008 

CITY-COUNTY CAPITAL IMPROVEMENTS 
AND FINANCING AGENCY 

By: 
Christine Ferraro ~allrnan 

Secretary 



CITY-COUNTY CAPITAL IMPROVEMENTS AND FINANCING AGENCY 
RESOLUTION NO. 7008-01 

A RESOLUTION OF THE CITY-COUNTY CAPITAL IMPROVEMENTS 
AND FINANCING AGENCY AUTHORIZING THE EXECUTION AND 
DELIVERY OF AN ADMINISTRATION BUILDING FACILITIES LEASE 
AND AUTHORIZING AND APPROVING SUCH OTHER DOCUMENTS 
AND THE TAKING OF ALL NECESSARY ACTION IN CONNECTION 
THEREWITH 

WHEREAS, the City-County Capital Improvements and Financing Agency (the "County 
Financing Agency"), a joint exercise of powers agency organized and existing under Chapter 5 
of Division 7 of Title 1 of the Government Code of the State of California (the "Act") and Joint 
Exercise of Powers Agreement, dated December 17, 1996 (the "JPA Agreement") by and 
between the County of Stanislaus and the City of Modesto (the "City") with the power to lease 
and/or purchase real property; and 

WHEREAS, the City, working together with the Modesto Public Financing Authority 
(the "Authority"), a joint exercise of powers authority duly organized and existing under a Joint 
Exercise of Powers Agreement, dated as of December 1, 1989, between the City and the 
Industrial Development Authority of the City of Modesto, previously leased and financed the 
costs associated with a mixed-use development, including, among other uses, retail and office 
uses, public parking garage (the "loth Street Garage"), and a City-County building, each of such 
improvements more commonly referred to as the 10th Street Place Project (the "10th Street Place 
Project") and other public capital improvements, including the Communications Dispatch 
Center, the John Thurman Field and a Police Headquarters Building (together with the 10th 
Street Place Project, the "Project"); and 

WHEREAS, the Authority previously issued (a) its Lease Revenue Bonds, Series 1998 
(Capital Improvements and Refinancing Project) (the "1998 Bonds") for the purpose of (i) 
providing funds for the 1998 Project, (ii) providing funds to refund its outstanding 1986 
Certificates of Participation (Capital Improvements Project), (iii) paying capitalized interest on 
the 1998 Bonds, (iv) providing a debt service reserve fund for the 1998 Bonds and (v) paying the 
costs of issuance therefor, and (b) its Lease Revenue Refunding and Capital Improvement 
Bonds, Series 2007 (the "2007 Bonds") for the purposes of (i) providing funds to finance certain 
additional improvements to the 1998 Project, (ii) providing funds to refund all of its Lease 
Revenue Bonds, Series 1997 (John Thurman Field Renovation Project) (the "1997 Bonds") and 
(iii) providing funds to refund a portion of its 1998 Bonds, (iv) providing a debt service reserve 
fund for the 1998 Bonds and (v) paying the costs of issuance therefor; and 

WHEREAS, the City has determined that by refinancing the Project by refunding all of 
the outstanding 1998 Bonds and 2007 Bonds (collectively, the "Prior Bonds"), the City can 
achieve interest cost savings andlor desirable restructuring of debt obligations so as to minimize 
the impact of current and potential future market instability; and 



WHEREAS, the Authority desires to approve the sale and issuance of its Lease Revenue 
Refunding Bonds, Series 2008, in one or more series of bonds (the "2008 Bonds"), pursuant to 
an indenture (the "Indenture") by and between the Authority and The Bank of New York Mellon 
Trust Company, N.A., as trustee (the "Trustee"), for the purposes of (i) providing funds to refund 
all of the Prior Bonds on a current basis, (ii) funding a reserve fund for the 2008 Bonds and 
(iii) paying the costs of issuance therefor (collectively, the "2008 Project"); and 

WHEREAS, in furtherance of the refinancing of the Project, the County Financing 
Agency will lease to the Authority the City's interest in the City-County building and the site 
upon which such facility is located, together with the City's interest in common areas to be used 
by the City pursuant to the terms of a Facilities Lease (City-County Building), dated as of 
August 1, 2008, between County Financing Agency and the Authority (the "Administration 
Building Facilities Lease"); and 

WHEREAS, all acts, conditions and things required by the Law, and by all other laws of 
the State of California, to exist, to have happened and to have been performed precedent to and 
in connection with the execution and delivery of said document exist, have happened, and have 
been perforined in regular and due time, 2.1rm and manner as required by law, and the County 
Financing Agency is now duly authorized and empowered, pursuant to each and every 
requirement of law, in the manner and upon the terms herein provided; 

NOW, THEREFORE, BE IT RESOLVED BY THE MEMBERS OF THE 
COMMISSION OF THE CITY-COUNTY CAPITAL IMPROVEMENTS AND COUNTY 
Fiiu'Mu'CIiu'G riGElu'Z'~' AS FOiiOTwS: 

SECTION 1. Findings. This Commission hereby specifically finds and declares that the 
actions authorized hereby constitute and are public affairs of the County Financing Agency and 
that the statements, findings and determinations of the Commission set forth in the preambles 
above and in the document approved herein are true and correct. 

SECTION 2. Approval of Administration Building Facilities Lease. The Administration 
Building Facilities Lease, substantially in the form submitted to this meeting, is hereby approved, 
and the Chairman, Vice Chairman or the Clerk of the County Financing Agency (each, an 
"Authorized Officer"), are each hereby authorized and directed to execute and deliver, for and in 
the name of and on behalf of the County Financing Agency, the Administration Building 
Facilities Lease with such additions, changes and corrections as said Authorized Officers may 
require or approve, such approval to be conclusively evidenced by the execution and delivery of 
the Administration Building Facilities Lease. 

SECTION 3. Other Actions. The Chairman, Vice Chairman, Clerk and other officers of 
the County Financing Agency are hereby authorized and directed, jointly and severally, to do any 
and all things and to execute and deliver any and all documents which they may deem necessary 
or advisable in order to consummate the execution and delivery of the Administration Building 
Facilities Lease. Such actions previously taken by such officers are hereby ratified, confirmed 
and approved. 

SECTION 4. Effect. This Resolution shall take effect immediately upon its passage. 



ADOPTED AND APPROVED THIS 5th day of August, 2008 by the following vote: 

AYES: OIBrien; Monteith; Marsh; Nyhoff; Robinson; and, Ridenour 

NOES: None. 

ABSENT: None. 

CITY -COUNTY CAPITAL 
IMPROVEMENTS AND FINANCING 
AGENCY 

Chairman 

ATTEST: 

Clerk 
Christine Ferraro Tallman 

APPROVED AS TO FORM: 

Mayor 3ames Ridenour 

SUSANA ALCALA WOOD 
City Attorney, acting as General 

Counsel 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CLOSING CERTIFICATE OF THE CITY-COUNTY CAPITAL IMPROVEMENTS AND 
FINANCING AGENCY 

I, Jim Ridenour, Chairman of the City-County Improvements and Financing Agency (the 
"Financing Agency"), hereby certify as follows: 

1. the Financing Agency is a joint exercise of powers Financing Agency, duly 
organized and existing under laws of the State of California; 

2. I am now, and at all times since August 5, 2008 have been, duly qualified 
Chairman of the Financing Agency; 

3. I am a duly authorized representative of the Financing Agency with authority to 
sign all agreements relating to the issuance by Modesto Public Financing Authority (the 
"Authority") of its Lease Revenue Refunding Bonds, Series 2008 (the "Bonds"); 

4. by all necessary official action of the Financing Agency, the Financing Agency 
duly authorized and approved the execution and delivery of the Facilities Lease (City-County 
Administration Building), dated as of August 1, 2008 (the "City-County Administration 
Facilities Lease") by and between the Financing Agency and Authority and the performance by 
the Financing Agency of the obligations on its parts contained therein; 

5. compliance with the provisions on the Financing Agency's part contained in the 
City-County Administration Facilities Lease, does not in any material respect conflict with or 
constitute a breach of or default under any law, administrative regulation, judgment, decree, loan 
agreement, indenture, bond, note, resolution, agreement or other instrument to which the 
Financing Agency is a party or is otherwise subject, nor does any compliance result in the 
creation or imposition of any lien, charge or other security interest or encumbrance of any nature 
whatsoever upon any of the properties or assets of the Financing Agency under the terms of any 
such law, administrative regulation, judgment, decree, loan agreement, indenture, bond, note, 
resolution, agreement or other instrument, except as provided in the City-County Administration 
Facilities Lease; 

6 .  the Financing Agency is not in any material respect in breach of or default under 
any applicable law or administrative regulation of the State or the United States of America or 
any applicable judgment or decree or any loan agreement, indenture, bond, note, resolution, 
agreement or other instrument to which the Financing Agency is a party or is otherwise subject, 
and no event has occurred and is continuing which, with the passage of time or the giving of 
notice or both, would constitute a default or an event of default under any such instrument; 



7. there is no action, suit, proceeding, inquiry or investigation, at law or in equity, 
before or by any court, governmental agency, public board or body pending or, to the best 
knowledge of the Financing Agency, threatened against the Financing Agency in any material 
respect affecting the existence of the Financing Agency or the titles of its officers to their 
respective offices or in any way contesting or affecting the validity or enforceability of the City- 
County Administration Facilities Lease or contesting the powers of the Financing Agency or its 
Financing Agency to enter into, adopt or perform its obligations under the City-County 
Administration Facilities Lease, or which would have a material adverse effect on the Financing 
Agency's ability to perform its obligations under the City-County Administration Facilities 
Lease; 

8. the City-County Administration Facilities Lease constitutes a valid and legally 
binding obligation of the Financing Agency enforceable in accordance with its terms, subject to 
laws relating to bankruptcy, insolvency or other laws affecting the enforcement of creditors' 
rights generally and the application of equitable principles if equitable remedies are sought; and 

9. the resolution of the Financing Agency, Resolution No. 2008-01, adopted on 
August 5, 2008, at a meeting of the Commission of the Financing Agency duly called, noticed 
and conducted, at which a quorum was present and acting throughout, a certified copy of which 
is attached to the Certificate of the Secretary of the City-County Capital Improvements and 
Financing Agency, authorizing the execution, delivery and due performance of the City-County 
Administration Facilities Lease, is in h l l  force and effect at the date hereof and has not been 
amended, modified or supplemented. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



Dated: August 28,2008 

CITY-COUNTY IMPROVEMENTS AND 
FINANCING AGENCY 

By: 
Jim Ridenour 

Chairman 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE OF THE SECRETARY OF THE CITY-COUNTY 
CAPITAL IMPROVEMENTS AND FINANCING AGENCY 

I, Chnstine Ferraro Tallman, Secretary of the City-County Capital Improvements and Financing 
Agency (the "Agency"), hereby certify as follows: 

1. the foregoing Resolution No. 2008-01 is a full, true and correct copy of said resolution 
duly adopted at a meeting of the Agency duly held in Modesto, California, on August 5,2008, of 
which meeting all of the members of said Members of the Commission had due notice and at 
which a quorum was present and acting throughout. 

2. I have carehlly compared the foregoing copy with the original minutes of said meeting 
on file and of record in my office; that said copy is a full, true and correct copy of the original 
resolution adopted at said meeting and entered in said minutes; and that said resolution has not 
been amended, modified, rescinded or revoked in any manner since the date of its adoption, and 
the same is now in full force and effect. 

3. an agenda of the said meeting was posted at least 24 hours before the meeting at City- 
County Administration Building, 10 10 10th Street, Modesto, California, a location freely 
accessible to members of the public, and a brief general description of said resolution appeared 
on said agenda. 

4. notice of said meeting was delivered to each member of the governing board of the 
Agency at least 24 hours before said meeting. 

5 .  the officers identified below are duly authorized by the Commission of the Financing 
Agency to execute on behalf of the Financing Agency, certain documents, certificates and 
agreements relating to the Series 2008 Bonds, and that pursuant to such authority certain 
documents, certificates and agreements have been executed by such persons, and attested to by 
the signature of the Secretary of the Commission, and, each of the undersigned by their signature 
confirms that the other signatures set forth below are genuine or an authorized facsimile 
signature: 

Name Official Title Signature 

Jim Ridenour Chairman cLzi% 
Chnstine Ferraro Tallman Secretary 



Dated: August 28, 2008 

CITY-COUNTY CAPITAL IMPROVEMENTS 
AND FINANCING AGENCY 

Christine Ferraro Tallman 
Secretary 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE OF THE TRUSTEE. 1998 ESCROW AGENT AND 2007 ESCROW AGENT 

The undersigned, The Bank of New York Mellon Trust Company, N.A., in its capacity 
(i) as trustee under the Indenture (as hereinafter defined), (ii) as 1998 Escrow Agent in its 
capacity as escrow agent under the 1998 Escrow Agreement (as hereinafter defined), and (iii) as 
2007 Escrow Agent in its capacity as escrow agent under the 2007 Escrow Agreement (as 
hereinafter defined), (the "Trustee" the "1998 Escrow Agent" and the "2007 Escrow Agent," 
respectively) does hereby certify as follows: 

1. This Certificate is being provided in connection with the issuance of the Modesto 
Public Financing Authority Lease Revenue Refunding Bonds (the "Series 2008 Bonds") by the 
Modesto Public Financing Authority (the "Authority") pursuant to that certain Indenture, dated 
as of August 1,2008 (the "Indenture"), by and between the Authority and the Trustee. 

2. The Bank of New York Mellon Trust Company, N.A., is a national banking 
association duly organized and validly existing under the laws of the United States of America. 

3. The Trustee has full corporate trust powers and authority to serve (i) as Trustee 
and to perform its obligations and duties under the Indenture, (ii) as 1998 Escrow Agent under 
the 1998 Escrow Agreement, dated August 28, 2008 (the "1998 Escrow Agreement") by and 
between the Authority and the Trustee, and (iii) as 2007 Escrow Agent under the 2007 Escrow 
Agreement, dated August 28, 2008 (the "2007 Escrow Agreement") by and between the 
Authority and the Trustee as escrow agent thereunder. 

4. The Indenture, the 1998 Escrow Agreement and the 2007 Escrow Agreement 
have been executed by a duly authorized officer of The Bank of New York Mellon Trust 
Company, N.A., respectively as evidenced by the Secretary's Certificate, attached hereto as 
Exhibit A. 

5 .  The Series 2008 Bonds have been duly authenticated by the Trustee. 

6 .  The Bank of New York Mellon Trust Company, N.A.'s action in serving as 
(i) trustee, (ii) 1998 Escrow Agent and (iii) 2007 Escrow Agent, is in full compliance with, and 
does not conflict with, any applicable law or governmental regulation currently in effect, and 
does not conflict with or violate any contract to which the The Bank of New York Mellon Trust 
Company, N.A. is a party or any administrative or judicial decision by which the The Bank of 
New York Mellon Trust Company, N.A. is bound. 



Dated: August 28,2008 

THE BANK OF NEW YORK MELLON TRUST 
COMPANY, N.A., as Trustee, 1998 Escrow Agent 
and 2007 Escrow Agent 

By: 
Authorized Officer 



Exhibit A 



THE BANK OF NEW YORK MELLON TRUST COMPANY, N. A. 

SECRETARY'S CERTIFICATE 

I do hereby certify that: 

(i) I am the duly elected Assistant Secretary of The Bank of New York Mellon Trust 
Company, N. A., a national banking association (the "N.A."); 

(ii) Attached hereto as Exhibit "A" is a true, correct copy of Signing Authorities 
extracts from by-laws of the N.A. adopted by action of the Board of Directors of 
the N.A. and presently in effect; 

(iii) Attached hereto as Exhibit "B" is a list of the persons who, as of the date hereof, 
are certain duly elected officers of the N.A., which lists sets forth the title of each 
such officer next to his or her typed name, with which officers I am personally 
familiar; and 

IN WITNESS WHEREOF, I have hereunto executed this Certificate as Assistant Secretary 
of the N.A. and affixed the seal of the N.A, this 28TH day of Aug. 2008. 

& A !  
~ o s a w a  &nquillo, Assistant Secretary 
The Bank of New York Mellon Trust 
Company, N.A. 

(Corporate Seal) 

I hereby certify that as of the date hereof that Rosalinda Ronquillo is the duly elected 
Assistant Secretary of The Bank of New York Mellon Trust Company, N.A. and that the 
signature which appears on the foregoing pages is the signature of Rosalinda Ronquillo 
and that it is a signature with which I am personally familiar and do certify as to its 
authenticity. 

Dated: August 28,2008 
By: 

/ J & e  President 
f 



Extracts from By-Laws 

The Bank of New York Mellon Trust Company, N.A. 

As Amended January 20,2005 and July 1,2008 

ARTICLE V 
SIGNING AUTHORITIES 

Section 5.1 Real Property. Real property owned by the Association in its own right shall not 
be deeded, conveyed, mortgaged, assigned or transferred except when duly authorized by a resolution 
of the Board. The Board may from time-to-time authorize officers to deed, convey, mortgage, assign 
or transfer real property owned by the Association in its own right with such maximum values as the 
Board may fix in its authorizing resolution. 

Section 5.2. Senior Siming Powers. Subject to the exception provided in Section 5.1, the 
President and any Executive Vice President is authorized to accept, endorse, execute or sign any 
document, instrument or paper in the name of, or on behalf of, the Association in all transactions 
arising out of, or in connection with, the normal course of the Association's business or in any 
fiduciary, representative or agency capacity and, when required, to affix the seal of the Association 
thereto. In such instances as in the judgment of the President, or any Executive Vice President may be 
proper and desirable, any one of said officers may authorize in writing from time-to-time any other 
officer to have the powers set forth in this section applicable only to the performance or discharge of 
the duties of such officer within his or her particular division or function. Any officer of the 
Association authorized in or pursuant to Section 5.3 to have any of the powers set forth therein, other 
than the officer signing pursuant to this Section 5.2, is authorized to attest to the seal of the Association 
on any documents requiring such seal. 

Section 5.3. Limited Signing Powers. Subject to the exception provided in Section 5.1, in such 
instances as in the judgment of the President or any Executive Vice President, may be proper and 
desirable, any one of said officers may authorize in writing from time-to-time any other officer, 
employee or individual to have the limited signing powers or limited power to affix the seal of the 
Association to specified classes of documents set forth in a resolution of the Board applicable only to 
the performance or discharge of the duties of such officer, employee or individual within his or her 
division or function. 

Section 5.4. Powers of Attorney. All powers of attorney on behalf of the Association shall be 
executed by any officer of the Association jointly with the President, any Executive Vice President, or 
any Managing Director, provided that the execution by such Managing Director of said Power of 
Attorney shall be applicable only to the performance or discharge of the duties of said officer within 
his or her particular division or function. Any such power of attorney may, however, be executed by 
any officer or officers or person or persons who may be specifically authorized to execute the same by 
the Board of Directors. 

Section 5.5. Auditor. The Auditor or any officer designated by the Auditor is authorized to 
certify in the name of, or on behalf of the Association, in its own right or in a fiduciary or 
representative capacity, as to the accuracy and completeness of any account, schedule of assets, or 
other document, instrument or paper requiring such certification. 



SIGNING AUTHORITY RESOLUTION 

Pursuant to Article V, Section 5.3 of the By-Laws 

RESOLVED that, pursuant to Section 5.3 of the By-Laws of the Association, authority be, and 

hereby is, granted to the President or any Executive Vice President, in such instances as in the 

judgment of any one of said officers may be proper and desirable, to authorize in writing from time-to- 

time any other officer, employee or individual to have the limited signing authority set forth in any one 

or more of the following paragraphs applicable only to the performance or discharge of the duties of 

such officer, employee or individual within his or her division or function: 

(A) All signing authority set forth in paragraphs (B) through (I) below except Level C 
which must be specifically designated. 

(Bl) Individuals authorized to accept, endorse, execute or sign any bill receivable; 
certification; contract, document or other instrument evidencing, embodying a 
commitment with respect to, or reflecting the terms or conditions of, a loan or an 
extension of credit by the Association; note; and document, instrument or paper of any 
type, including stock and bond powers, required for purchasing, selling, transferring, 
exchanging or otherwise disposing of or dealing in foreign currency, derivatives or any 
form of securities, including options and fbtures thereon; in each case in transactions 
arising out of, or in connection with, the normal course of the Association's business. 

(B2) Individuals authorized to endorse, execute or sign any certification; disclosure 
notice required by law; document, instrument or paper of any type required for judicial, 
regulatory or administrative proceedings or filings; and legal opinions. 

(Cl) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in excess of $100,000,000 
with single authorization for all transactions. 

(C2) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in excess of $100,000,000*. 

(C3) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to 
$100,000,000. 

(C4) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 



certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to 
$10,000,000. 

(C5) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to 
$5,000,000. 

(C6) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to 
$1,000,000. 

(C7) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to 
$250,000. 

(C8) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to $50,000. 

(C9) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to $5,000. 

*Dual authorization is required by any combination of senior officer 
andlor Sector Head approved designee for non-exempt transactions. 
Single authorization required for exempt transactions. 

(Dl) Authority to accept, endorse, execute or sign any contract obligating the 
Association for the payment of money or the provision of services in an amount up 
to $1,000,000. 

(D2) Authority to accept, endorse, execute or sign any contract obligating the 
Association for the payment of money or the provision of services in an amount up 
to $250,000. 

(D3) Authority to accept, endorse, execute or sign any contract obligating the 
Association for the payment of money or the provision of services in an amount up 
to $50,000. 

(D4) Authority to accept, endorse, execute or sign any contract obligating the 
Association for the payment of money or the provision of services in an amount up 
to $5,000. 

(E) Authority to accept, endorse, execute or sign any guarantee of signature to 
assignments of stocks, bonds or other instruments; certification required for 
transfers and deliveries of stocks, bonds or other instruments; and document, 



instrument or paper of any type required in connection with any Individual 
Retirement Account or Keogh Plan or similar plan. 

(F) Authority to accept, endorse, execute or sign any certificate of authentication as 
bond, unit investment trust or debenture trustee and on behalf of the Association as 
registrar and transfer agent. 

(G) Authority to accept, endorse, execute or sign any bankers acceptance; letter of 
credit; and bill of lading. 

(H) Authority to accept, endorse, execute or sign any document, instrument or 
paper of any type required in connection with the ownershp, management or 
transfer of real or personal property held by the Association in trust or in connection 
with any transaction with respect to which the Association is acting in any fiduciary, 
representative or agency capacity, including the acceptance of such fiduciary, 
representative or agency account. 

(11) Authority to effect the external movement of free delivery of securities and 
internal transfers resulting in changes of beneficial ownership. 

(12) Authority to effect the movement of securities versus payment at market or 
contract value. 

(J) Authority to either sign on behalf of the Association or to affix the seal of the 
Association to any of the following classes of documents: Trust Indentures, Escrow 
Agreements, Pooling and Servicing Agreements, Collateral Agency Agreements, 
Custody Agreements, Trustee's Deeds, Executor's Deeds, Personal Representative's 
Deeds, Other Real Estate Deeds for property not owned by the Association in its 
own right, Corporate Resolutions, Mortgage Satisfactions, Mortgage Assignments, 
Trust Agreements, Loan Agreements, Trust and Estate Accountings, Probate 
Petitions, responsive pleadings in litigated matters and Petitions in Probate Court 
with respect to Accountings, Contracts for providing customers with Association 
products or services. 

(N) Individuals authorized to accept, endorse, execute or sign internal transactions 
only, (i.e., general ledger tickets); does not include the authority to authorize 
external money movements, internal money movements or internal free deliveries 
that result in changes of beneficial ownership. 

RESOLVED, that any signing authority granted pursuant to this resolution may be rescinded 

by the President or any Executive Vice President and such signing authority shall terminate without the 

necessity of any fbrther action when the person having such authority leaves the employ of the 

Association. 



THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A. 

I, the undersigned, Barbara J. Parrish, Assistant Secretary of The Bank of New York 

Mellon Trust Company, N.A., a national banking association organized under the laws of the 

United States (the "Association") and located in the State of California, DO HEREBY CERTIFY 

that the following individuals are duly appointed and qualified Officers of the Association: 

Officer 
Michael K. Klugrnan 
Frank P. Sulzberger 
Maria E. Allison 
Eladia Burgos 
Ma. Rose Bystrom 
Milly P. Canessa 
Gregory B. Chenail 
Sandee Collazo 
Gregory G. Cross 
Robert J. Dunn 
Teresa R. Fructuoso 
Evelyn T. Furukawa 
Mark A. Golder 
Mark Krietemeyer 
Philip A. Lewis 
Josephine Libunao 
Carol J. Nelson 
Jacqueline M. Nowak 
Linda G. Ojeda 
Teresa Petta 
Lisa Stroud 
Johanna K. Tokunaga 
Deborah Young 
Melonee Young 
Patricia Cronin 
Priscilla R. Dedoro 
Kathleen L. Graves 
Kathleen Gylland 
Patrick Matanane 
Marina Meza 
Melinda Murrell 
Aurora Y. Quiazon 
Gloria Ramirez 
Rosalinda Ronquillo 
Perry Tobe 
Raymond Torres 

Title - Sirmin~ Authoritv 
President X (Senior) 
Managing Director X (Senior) 
Vice President A, C1, J 
Vice President A, C2, J 
Vice President & Assistant Secretary A, C1, J 
Vice President A, C2, J 
Vice President A, C2, J 
Vice President A, C1, J 
Vice President A, C2, J 
Vice President & Assistant Secretary A, C1, J 
Vice President A, C2, J 
Vice President & Assistant Secretary A, C1, J 
Vice President A, C2, J 
Vice President & Assistant Secretary A, C2, J 
Vice President A, C2, J 
Vice President A, C2, J 
Vice President & Assistant Secretary A, C1, J 
Vice President A, C2, J 
Vice President & Assistant Secretary A, C1, J 
Vice President A, C2, J 
Vice President A, C2, J 
Vice President A, C4, J 
Vice President A, C2, J 
Vice President Z (on leave) 
Assistant Vice President A, C3, J 
Assistant Vice President A, C4, J 
Assistant Vice President A, C3, J 
Assistant Vice President A, C3, J 
Assistant Vice President A, C4, J 
Assistant Vice President A, C3, J 
Assistant Vice President A, C4, J 
Assistant Vice President A, C4, J 
Assistant Vice President A, C3, J 
Assistant Vice President & Assistant Secretary A, C4, J 
Assistant Vice President A, C3, J 
Assistant Vice President A, C3, J 



Fe R. Tuzon 
Gonzalo Urey 
Fanny Chen 
Christopher Davy 
Christina Garchitorena 
Rena Kajita 
Tina Kiani 
Aaron Masters 
Helen B. McNulty 
Teresa Perea Moreno 
Ryan M. Pollihan 
Gene Romaine 
Karen Yu 

Assistant Vice President 
Assistant Vice President 
Assistant Treasurer 
Assistant Treasurer 
Assistant Treasurer 
Assistant Treasurer 
Assistant Treasurer 
Assistant Treasurer 
Assistant Treasurer 
Assistant Treasurer 
Assistant Treasurer 
Assistant Treasurer 
Assistant Treasurer 

I further certify that as of this date they have been authorized to sign on behalf of the 

Association in discharging or performing their duties in accordance with the senior and limited 

signing powers provided under Article V, Sections 5.2 and 5.3 of the By-Laws of the Association 

and the paragraphs indicated above of the signing authority resolution of the Board of Directors 

of the Association. 

Attached hereto are true and correct copies of excerpts of the By-Laws of the Association 

and the signing authority resolution, which have not been amended or revised since July 1,2008 

and are in full force and effect. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the seal of The Bank 

of New York Mellon Trust Company, N.A. this 2nd day of July 2008. 
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MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE OF RELEASE AND SATISFACTION 

I, Julia Sun, a duly appointed, qualified and acting officer of The Bank of New York 
Mellon Trust Company, N.A., DO HEREBY CERTIFY as follows: 

1. In accordance with the provisions of that certain Trust Indenture, dated as of 
March 1, 1998 (the "1 998 Indenture"), by and between the Modesto Public Financing Authority 
(the "Authority") and The Bank of New York Mellon Trust Company, N.A., as successor trustee, 
(the "1998 Trustee"), the Authority issued its Modesto Public Financing Authority Lease 
Revenue Bonds, Series 1998 (Capital Improvements and Refinancing Project) (the "1998 
Bonds"). All capitalized terms used herein and not otherwise defined shall have the meaning 
assigned to them in the 1998 Indenture. 

2.  Pursuant to Article XI1 of the 1998 Indenture, the right, title and interest of the 
1998 Trustee under the 1998 Indenture and all covenants, agreements and other obligations of 
the Authority under the 1998 Indenture shall cease, terminate, become void and be completely 
discharged and satisfied, and the 1998 Trustee shall execute and deliver to the Authority all such 
instruments as may be necessary or desirable to evidence such discharge and satisfaction when 
payment of the principal of and premium, if any, and interest on the Bonds shall have been 
provided for by irrevocably depositing with the 1998 Trustee, in trust, money or certain 
defeasance securities sufficient (as provided in the 1998 Indenture) to make such payment. 
Pursuant to an Escrow Agreement, dated August 28, 2008 between the Authority and the 
undersigned, as 1998 escrow agent (the "1 998 Escrow Agent"), the Authority has deposited into 
the escrow fund to be held by the Escrow Agent moneys calculated by Public Financial 
Management and certified by Grant Thornton LLP to be sufficient to pay interest on the Bonds, 
as the same becomes due, on September 1, 2008, to redeem the Bonds maturing on and after 
September 1, 2009 at a redemption price of 10 1 % of the principal amount thereof on September 
29, 2008, including accrued interest thereon, and to give notice of such redemption as required 
under the 1998 Indenture, and to release, cancel and discharge the lien of the 1998 Indenture. 

3. The Authority has delivered to the 1998 Trustee its Direction of the Authority, 
dated the date hereof, under which the Authority elects to discharge the 1998 Indenture and all 
indebtedness thereunder and requests the 1998 Trustee to execute and deliver all such 
instruments as may be necessary or desirable to evidence such discharge and satisfaction. The 
Authority has delivered to the 1998 Trustee its Direction, dated the date hereof, under which the 
Authority instructs the 1998 Trustee to redeem the Bonds and give notice of such redemption as 
required in the 1998 Indenture. 

4. Based upon, and in reliance upon, the foregoing, the 1998 Indenture and the lien 
created thereby are discharged and satisfied, and the Authority has complied with the 
requirements of the 1998 Indenture for releasing the Authority from its obligations under the 
1998 Indenture. 



IN WITNESS WHEREOF, I have hereunto set my hand this 28th day of August, 2008. 

THE BANK OF NEW YORK MELLON TRUST 
COMPANY, N.A., as Escrow Agent 

/ J'osephine Libunao L/ Vice President 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE OF RELEASE AND SATISFACTION 

I, Julia Sun, a duly appointed, qualified and acting officer of The Bank of New York 
Mellon Trust Company, N.A., DO HEREBY CERTIFY as follows: 

1. In accordance with the provisions of that certain Trust Indenture, dated as of April 
1, 2007 (the "2007 Indenture"), by and between the Modesto Public Financing Authority (the 
"Authority") and The Bank of New York Mellon Trust Company, N.A., (the "2007 Trustee"), 
the Authority issued its Modesto Public Financing Authority Lease Revenue Refunding and 
Capital Improvement Bonds, Series 2007 (the "2007 Bonds"). All capitalized terms used herein 
and not otherwise defined shall have the meaning assigned to them in the 2007 Indenture. 

2. Pursuant to Article X of the 2007 Indenture, the right, title and interest of the 
2007 Trustee under the 2007 Indenture and all covenants, agreements and other obligations of 
the Authority under the 2007 Indenture shall cease, terminate, become void and be completely 
discharged and satisfied, and the 2007 Trustee shall execute and deliver to the Authority all such 
instruments as may be necessary or desirable to evidence such discharge and satisfaction when 
payment of the principal of and premium, if any, and interest on the Bonds shall have been 
provided for by irrevocably depositing with the 2007 Trustee, in trust, money or certain 
defeasance securities sufficient (as provided in the 2007 Indenture) to make such payment. 
Pursuant to an Escrow Agreement, dated August 28, 2008 between the Authority and the 
undersigned, as 2007 escrow agent (the "2007 Escrow Agent"), the Authority has deposited into 
the escrow fund to be held by the Escrow Agent moneys calculated by Public Financial 
Management and certified by Grant Thornton LLP to be sufficient to pay interest on the Bonds, 
as the same becomes due, on September 1, 2008, to pay on September 3,2008 (the "Redemption 
Date"), the redemption price of 100% of the principal amount of the Refunded 2007 Bonds 
maturing on and after September 1, 2009, including accrued interest thereon, and to give notice 
of such redemption as required under the 2007 Indenture, and to release, cancel and discharge 
the lien of the 2007 Indenture. 

3. The Authority has delivered to the 2007 Trustee its Direction of the Authority, 
dated the date hereof, under which the Authority elects to discharge the 2007 Indenture and all 
indebtedness thereunder and requests the 2007 Trustee to execute and deliver all such 
instruments as may be necessary or desirable to evidence such discharge and satisfaction. The 
Authority has delivered to the 2007 Trustee its Direction, dated the date hereof, under which the 
Authority instructs the 2007 Trustee to redeem the Bonds and give notice of such redemption as 
required in the 2007 Indenture. 

4. Based upon, and in reliance upon, the foregoing, the 2007 Indenture and the lien 
created thereby are discharged and satisfied, and the Authority has complied with the 
requirements of the 2007 Indenture for releasing the Authority from its obligations under the 
2007 Indenture. 



IN WITNESS WHEREOF, I have hereunto set my hand this 28th day of August, 2008. 

THE BANK OF NEW YORK MELLON TRUST 
COMPANY, N.A., as Escrow Agent 

By: 

(/ vice President 
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August 28,2008 

Modesto Public Financing Authority 
Modesto, California 

City of Modesto 
Modesto, California 

$65,170,000 
Modesto Public Financing Authority 

Lease Revenue Refunding Bonds 
Series 2008 

Ladies and Gentlemen: 

We have acted as bond counsel to the Modesto Public Financing Authority (the "Authority") in 
connection with the issuance of its Lease Revenue Refunding Bonds, Series 2008 (the "Bonds") in the 
aggregate principal amount of $65,170,000. The Bonds are issued pursuant to Article 4 of Chapter 5 of 
Division 7 of Title 1 of the Government Code of the State of California and an Indenture, dated as of 
August 1, 2008 (the "Indenture") between the Authority and The Bank of New York Mellon Trust 
Company, N.A., as trustee (the "Trustee"). Capitalized terms not otherwise defined herein shall have the 
meanings set forth in the Indenture. 

In connection with the issuance of the Bonds, the City of Modesto (the "City"), the 
Redevelopment Agency of the City of Modesto (the "Redevelopment Agency") and the City-County 
Capital Improvements and Financing Agency (the "Financing Agency") have leased certain properties to 
the Authority pursuant to a facilities lease (Parking Garage) (the "Parking Garage Facilities Lease"), a 
facilities lease (Police Facilities and Miscellaneous Facilities) (the "City Facilities Lease"), a facilities 
lease (City-County Administration Building) (the "City-County Facilities Lease") and a facilities lease 
(Communications Dispatch Center) (the "Communications Facilities Lease" and, together with the 
Parking Garage Facilities Lease, the City Facilities Lease and the City-County Facilities Lease, the 
"Facilities Leases"), each dated as of August 1,2008. The Authority has in turn leased such properties to 
the City pursuant to the terms of a lease agreement (the "Lease Agreement"), dated as of August 1, 2008 
between the City and the Authority. The Bonds are secured as to payment from Base Rental Payments to 
be made by the City to the Authority under the Lease Agreement and certain other revenues and moneys 
pledged under the Indenture. 

We have examined a certified copy of the record of proceedings relating to the issuance of the 
Bonds and such other documents and records of the Authority and the City as we have deemed necessary 
for the purpose of this opinion. We have assumed the genuineness of all documents and signatures 
presented to us. We have not undertaken to verify independently, and have assumed, the accuracy of the 
factual matters represented, warranted or certified in the documents. Furthermore, we have assumed 
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Modesto Public Financing Authority 
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Page 2 

compliance with all covenants and agreements contained in the Indenture, the Facilities Leases and the 
Lease Agreement, including (without limitation) covenants and agreements compliance with which is 
necessary to assure that future actions, omissions or events will not cause interest on the Bonds to be 
included in gross income for federal income tax purposes. 

Certain requirements and procedures contained or referred to in the Indenture, the Facilities 
Leases and the Lease Agreement, or other documents pertaining to the Bonds, may be changed, and 
certain actions may be taken or omitted, under the circumstances and subject to the terms and conditions 
set forth in such documents, upon the advice or with the approving opinion of counsel nationally 
recognized in the area of tax exempt obligations. We express no opinion as to the effect of any change to 
any document pertaining to the Bonds or of any action taken or not taken where such change is made or 
action is taken or not taken without our approval or in reliance upon the advice of counsel other than 
ourselves with respect to the exclusion from gross income of the interest on the Bonds for federal income 
tax purposes. 

Based on the foregoing and our examination of existing constitutional, statutory and decisional 
law, such legal proceedings and such other documents as we deem necessary to render this opinion, we 
are of the opinion that: 

1. The Bonds have been duly authorized, executed and delivered by the Authority and are 
legal, valid and special limited obligations of the Authority, payable from Revenues pledged therefore 
under the Indenture. 

2. The Indenture has been duly authorized, executed and delivered by the Authority and 
constitutes a legal, valid and binding obligation of the Authority. 

3.  The Facilities Leases have been duly authorized, executed and delivered by the City, the 
Redevelopment Agency, the Financing Agency and the Authority and constitute the legal, valid and 
binding obligations of the parties thereto. 

4. The Lease Agreement has been duly authorized, executed and delivered by the City and 
the Authority and constitutes the legal, valid and binding obligation of the parties thereto. 

5 .  Based on existing statutes, regulations, rulings and judicial decisions and assuming 
compliance by the Authority and the City with certain covenants in the Indenture, the Facilities Leases, 
the Lease Agreement and the Tax Certificate executed by the Authority and the City and requirements of 
the Internal Revenue Code of 1986, as amended (the "Code"), regarding the use, expenditure and 
investment of proceeds of the Bond and the timely payment of certain investment earnings to the United 
States, interest on the Bonds is not includable in the gross income of the owners of the Bonds for federal 
income tax purposes. Failure to comply with such covenants and requirements may cause interest on the 
Bonds to be included in gross income retroactively to the date of issuance of the Bonds. 

6. Interest on the Bonds is not treated as an item of tax preference in calculating the federal 
alternative minimum taxable income of individuals and corporations. Interest on the Bonds, however, is 
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included as an adjustment in the calculation of federal corporate alternative minimum taxable income and 
may therefore affect a corporation's alternative minimum tax liability. 

7.  Interest on the Bonds is exempt from personal income taxes imposed by the State of 
California. 

We express no opinion with respect to any collateral tax consequences resulting from the 
ownership or disposition of, or the accrual or receipt of interest on, the Bonds. 

With respect to the opinions expressed herein, the rights and obligations under the Bonds, the 
Indenture, the Facilities Leases and the Lease Agreement are subject to bankruptcy, insolvency, 
reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting 
the enforcement of creditors' rights generally, to the application of equitable principles (regardless of 
whether such enforceability is considered in equity or at law), to the exercise of judicial discretion in 
appropriate cases and to the limitations on legal remedies against joint exercise of powers authorities or 
cities in the State of California. We express no opinion with respect to any indemnification, contribution, 
penalty, choice of law, choice of forum or waiver provisions contained in the foregoing documents nor do 
we express any opinion with respect to the state or quality of title to any of the real or personal property 
described in or subject to the lien of the Facilities Leases, the Lease Agreement or the Indenture or the 
accuracy or sufficiency of the description contained therein of, or the remedies available to enforce liens 
on any such property. 

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and 
court decisions. Such opinions may be adversely affected by actions taken or events occurring, including 
a change in law, regulation or ruling (or in the application or official interpretation of any law, regulation 
or ruling) after the date hereof. We have not undertaken to determine, or to inform any person, whether 
such actions are taken or such events occur, and we have no obligation to update this opinion in light of 
such actions or events. 

Respectfully submitted, 
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Re: $65,170,000 
Modesto Public Financing Authority 

Lease Revenue Refunding Bonds 
Series 2008 

Ladies and Gentlemen: 

This opinion is rendered pursuant to Section 8(f)(6) of the Bond Purchase Contract, dated 
August 27, 2008 (the "Purchase Contract"), by Banc of America Securities LLC (the 
"Underwriter") and the Modesto Public Financing Authority (the "Authority"), providing for the 
purchase by the Underwriter of the Authority's $65,170,000 aggregate principal amount of Lease 
Revenue Rehnding Bonds Series 2008 (the "Series 2008 Bonds"). The Series 2008 Bonds are 
being issued pursuant to an Indenture, dated as of August 1, 2008 (the "Indenture") by and 
between the Authority and The Bank of New York Mellon Trust Company, N.A. (the "Trustee"). 
All capitalized terms used herein and not otherwise defined shall have the meaning ascribed to 
such terms in the Purchase Contract. 

We have served as bond counsel to the Authority in connection with the sale and delivery 
of the Series 2008 Bonds. In that capacity we have reviewed such documents, certificates, 
opinions and other matters to the extent we deemed necessary to render the opinion set forth 
herein. In rendering this opinion, we are not expressing any opinion or view on the validity, 
accuracy or sufficiency of documents, certificates or opinions that we examined, and we 
assumed, but did not independently verify, that the signatures on all documents, certificates and 
opinions that we reviewed are genuine. As to questions of fact material to our opinion, we have 
relied upon the certified proceedings and other certifications of the Authority and the City of 
Modesto (the "City") and various public officials furnished to us without undertaking to verify 
the same by independent investigation. 

Based upon the foregoing, we are of the opinion that: 

(i) The Series 2008 Bonds are not subject to registration pursuant to the 
registration requirements of the Securities Act of 1933, are municipal securities within 
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the meaning of the Securities Exchange Act of 1934, as amended, and the Indenture is 
exempt from qualification as an indenture pursuant to the Trust Indenture Act of 1939; 

(ii) The Purchase Contract has been duly authorized, executed and delivered 
by the Authority, and, assuming due authorization, execution and delivery by the other 
parties thereto, constitutes the legal, valid and binding agreement of the Authority 
enforceable in accordance with its terms, subject to laws relating to bankruptcy, 
insolvency or other laws affecting the enforcement of creditors' rights generally and the 
application of equitable principles if equitable remedies are sought and to the limitations 
on legal remedies against public agencies in the State of California; and 

(iii) The statements in the Official Statement under the captions "THE 
BONDS," "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS" and 
"TAX MATTERS" and in APPENDIX A - "SUMMARY OF CERTAIN PROVISIONS 
OF THE LEGAL DOCUMENTS," and APPENDIX D - "PROPOSED FORM OF 
OPINION OF BOND COUNSEL" to the extent they purport to summarize certain 
provisions of the Indenture, the Facilities Leases, the Lease Agreement, the Series 2008 
Bonds and the opinion of such counsel, present a fair and accurate summary of such 
provisions and opinion for purposes of use in the Official Statement. 

Except as provided in subsection (iii) above, we are not passing upon and are not 
assuming any responsibility for the accuracy, completeness or fairness of any of the statements 
contained in the Official Statement, and express no opinion with respect thereto. 

We have this day released to the Authority and the City our final approving legal opinion 
with respect to the Series 2008 Bonds. The Underwriter is authorized to rely on such opinion as 
if the same were addressed to the Underwriter. 

This letter is furnished by us as bond counsel to the Authority. No attorney-client 
relationship has existed or exists between our firm and the Underwriter in connection with the 
Series 2008 Bonds or by virtue of this letter. Our engagement with respect to the Series 2008 
Bonds has terminated as of the date hereof, and we disclaim any obligation to update this letter. 
This letter is delivered to the Underwriter solely for its benefit as Underwriter, and is not to be 
used, circulated, quoted or otherwise referred to or relied upon for any other purpose or by any 
other person. This letter is not intended to, and may not, be relied upon by owners of the Series 
2008 Bonds. 

Very truly yours, 
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Banc of America Securities LLC 
San Francisco, California 

Bank of America, N.A. 
San Francisco, California 

Re: $65,170,000 
Modesto Public Financing Authority 

Lease Revenue Refunding Bonds 
Series 2008 

Ladies and Gentlemen: 

We have delivered our final opinion, dated the date hereof, and addressed to the Modesto 
Public Financing Authority (the "Authority"), relating to the Authority's Lease Revenue 
Refunding Bonds, Series 2008 (the "Series 2008 Bonds"). You are entitled to rely on such final 
opinion as though the same were addressed to you. 

Respectfully submitted, 

Stdley Austtn LLP IS a llrnlted lhablllty partnership practlclng In afflllatlon wllh other Sldley Auslln parlnershlps 



SIDLEY AUSTIN LLP 

555 CALIFORNIA STREET 

SAN FRANCISCO, CA 94104 

(41 5) 772 1200 

(41 5) 772 7400 FAX 

BElJlNG 
BRUSSELS 
CHICAGO 
DALLAS 
FRANKFURT 
GENEVA 
HONG KONG 
LONDON 

LOS ANGELES 
NEW YORK 

SAN FRANCISCO 
SHANGHAI 
SINGAPORE 
SYDNEY 
TOKYO 
WASHINGTON. D C 

I FOUNDED 1866 

August 28,2008 

The Bank of New York Mellon Trust Company, N.A. 
San Francisco. California 

Bank of America, N.A. 
San Francisco, California 

Banc of America Securities LLC 
San Francisco, California 

Modesto Public Financing Authority 
Modesto, California 

Re: Modesto Public Financing Authority 
Lease Revenue Bonds 

Series 1998 
(Capital Improvements and Refinancing Proiect) 

(Defeasance Opinion) 

Ladies and Gentlemen: 

We have acted as bond counsel to the Modesto Public Financing Authority (the 
"Authority") in connection with the issuance of its Lease Revenue Refunding Bonds, Series 2008 
(the "Series 2008 Bonds") in the aggregate principal amount of $65,170,000. A portion of the 
proceeds of the Series 2008 Bonds will be applied to refund all of the Authority's outstanding 
Lease Revenue Bonds, Series 1998 (Capital Improvements and Refinancing Project), originally 
issued in the principal amount of $61,450,000, of which $3,760,000 is currently outstanding (the 
"Bonds"). The Bonds were issued pursuant to a Trust Indenture, dated as of March 1, 1998 (the 
"Trust Indenture"), by and between the Authority and The Bank of New York Mellon Trust 
Company, N.A., as successor trustee (the "Trustee"). This opinion is being provided in 
connection with defeasance of the Bonds pursuant to Section 12.01 of the Trust Indenture. 
Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto in the 
Trust Indenture. 

In such connection, we have reviewed the Trust Indenture, an Escrow Agreement, dated 
August 28, 2008 (the "Escrow Agreement"), between the Authority and The Bank of New York 
Mellon Trust Company, N.A., as escrow agent (the "Escrow Agent"), a report by Grant Thornton 

Sidley Aust~n LLP IS a lirnlted Cab111ty paitnenhlp practicing In affiliation wth other Sidley Austln partnersh~ps 
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LLP, verifying the accuracy of certain computations relating to the escrow and the Bonds (the 
"Verification Report"), and such other documents and matters to the extent we deemed necessary 
to render the opinion set forth herein. 

The opinion expressed herein is based on an analysis of existing laws, regulations, rulings 
and court decisions and covers certain matters not directly addressed by such authorities. Such 
opinion may be affected by actions taken or omitted or events occurring after the date hereof. 
We have not undertaken to determine, or to inform any person, whether any such actions are 
taken or omitted or events do occur or any other matters come to our attention after the date 
hereof. We express no opinion as to the effect of any bankruptcy, insolvency, reorganization, 
arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting the 
enforcement of creditors' rights generally, to the application of equitable principles (regardless 
of whether such enforceability is considered in equity or at law), to the exercise of judicial 
discretion in appropriate cases and to the limitations on legal remedies against joint exercise of 
powers authorities or cities in the State of California. In addition, we express no opinion with 
respect to any indemnification, contribution, penalty, choice of law, choice of forum, consent to 
non jury trial or waiver provisions contained in the foregoing documents. We have assumed the 
genuineness of all documents and signatures presented to us (whether as originals or copies) and 
the due and legal execution and delivery thereof by, and validity against, any parties other than 
the Authority. We have assumed, without undertaking to verify, the accuracy of the factual 
matters represented, warranted or certified in the documents referred to in the second paragraph 
hereof. We have further assumed compliance by all parties with all covenants and agreements 
contained in such documents. 

In rendering the following opinion, we have made no independent calculations or 
verifications concerning the actual deposit of the amounts and obligations specified in the 
Escrow Agreement, the outstanding principal amount of the Bonds, the principal or redemption 
price and interest requirements with respect to the Bonds, the adequacy of the amounts deposited 
pursuant to the Escrow Agreement and the investment income thereon to pay such principal or 
redemption price and interest requirements when due, or the accuracy of any of the numbers, 
computations, assumptions or conclusions contained in the Verification Report, but with respect 
to all such matters have relied solely upon, and assumed, the accuracy of the Verification Report, 
the representations in the Escrow Agreement and related certificates. We have also assumed that 
the deposit required to be made to the Series 1998 Bonds Escrow Fund established pursuant to 
the Escrow Agreement has been made, that all other instructions set forth in the Trust Indenture 
and the Escrow Agreement have been complied with, and that provision satisfactory to the 



The Bank of New York Mellon Trust Company, N.A. 
Bank of America, N.A. 
Banc of America Securities LLC 
Modesto Public Financing Authority 
August 28,2008 
Page 3 

Trustee has been irrevocably made with respect to the giving of notice of redemption of the 
Bonds in accordance with the Trust Indenture. 

Certain actions (including, without limitation, investment or reinvestment of any cash in 
the Series 1998 Bonds Escrow Fund now or hereafter arising or substitution of any investments 
in the Series 1998 Bonds Escrow Fund) may be taken under the circumstances and subject to the 
terms and conditions set forth in the Escrow Agreement. No opinion is expressed herein if any 
such change occurs or action is taken or omitted other than with our advice and approval. 

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we 
are of the opinion that upon the refunding of the Bonds the right, title and interest of the Trustee 
to the Trust Indenture and the Bonds shall cease. 

This letter is furnished by us as bond counsel. No attorney-client relationship has existed 
or exists between our firm and the addressee of this letter by virtue of this letter, and we disclaim 
any obligation to update this letter. This letter is delivered to the addressee hereof solely for 
purposes of Section 12.01 of the Trust Indenture and is not to be used, circulated, quoted or 
otherwise referred to or relied upon for any other purpose or by any other person. This letter is 
not intended to, and may not be relied upon by owners of the Bonds or by owners of Series 2008 
Bonds or by any other party to whom it is not specifically addressed. 

Very truly yours, 
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The Bank of New York Mellon Trust Company, N.A. 
San Francisco, California 

Bank of America, N.A. 
San Francisco, California 

Banc of America Securities LLC 
San Francisco, California 

CIFG Assurance North America, Inc. 
New York, New York 

Modesto Public Financing Authority 
Modesto, California 

Re: Modesto Public Financing Authority 
Lease Revenue Refunding and Capital Improvement Bonds 

Series 2007 

(Defeasance Opinion) 

Ladies and Gentlemen: 

We have acted as bond counsel to the Modesto Public Financing Authority (the 
"Authority") in connection with the issuance of its Lease Revenue Refunding Bonds, Series 2008 
(the "Series 2008 Bonds") in the aggregate principal amount of $65,170,000. A portion of the 
proceeds of the Series 2008 Bonds will be applied to refund all of the Authority's outstanding 
Lease Revenue Refunding and Capital Improvement Bonds, Series 2007, originally issued in the 
principal amount of $62,275,000, of which $61,450,000 is currently outstanding (the "Bonds"). 
The Bonds were issued pursuant to a Trust Indenture, dated as of April 1, 2007 (the "Trust 
Indenture"), by and between the Authority and The Bank of New York Mellon Trust Company, 
N.A., as successor trustee (the "Trustee"). This opinion is being provided in connection with 
defeasance of the Bonds pursuant to Section 10.02 of the Trust Indenture. Capitalized terms not 
otherwise defined herein shall have the meanings ascribed thereto in the Trust Indenture. 
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In such connection, we have reviewed the Trust Indenture, an Escrow Agreement, dated 
August 28, 2008 (the "Escrow Agreement"), between the Authority and The Bank of New York 
Mellon Trust Company, as escrow agent (the "Escrow Agent"), a report by Grant Thornton LLP, 
verifying the accuracy of certain computations relating to the escrow and the Bonds (the 
"Verification Report"), and such other documents and matters to the extent we deemed necessary 
to render the opinion set forth herein. 

The opinion expressed herein is based on an analysis of existing laws, regulations, rulings 
and court decisions and covers certain matters not directly addressed by such authorities. Such 
opinion may be affected by actions taken or omitted or events occurring after the date hereof. 
We have not undertaken to determine, or to inform any person, whether any such actions are 
taken or omitted or events do occur or any other matters come to our attention after the date 
hereof. We express no opinion as to the effect of any bankruptcy, insolvency, reorganization, 
arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting the 
enforcement of creditors' rights generally, to the application of equitable principles (regardless 
of whether such enforceability is considered in equity or at law), to the exercise of judicial 
discretion in appropriate cases and to the limitations on legal remedies against joint exercise of 
powers authorities or cities in the State of California. In addition, we express no opinion with 
respect to any indemnification, contribution, penalty, choice of law, choice of forum, consent to 
non jury trial or waiver provisions contained in the foregoing documents. We have assumed the 
genuineness of all documents and signatures presented to us (whether as originals or copies) and 
the due and legal execution and delivery thereof by, and validity against, any parties other than 
the Authority. We have assumed, without undertaking to verify, the accuracy of the factual 
matters represented, warranted or certified in the documents referred to in the second paragraph 
hereof. We have further assumed compliance by all parties with all covenants and agreements 
contained in such documents. 

In rendering the following opinion, we have made no independent calculations or 
verifications concerning the actual deposit of the amounts and obligations specified in the 
Escrow Agreement, the outstanding principal amount of the Bonds, the principal or redemption 
price and interest requirements with respect to the Bonds, the adequacy of the amounts deposited 
pursuant to the Escrow Agreement and the investment income thereon to pay such principal or 
redemption price and interest requirements when due, or the accuracy of any of the numbers, 
computations, assumptions or conclusions contained in the Verification Report, but with respect 
to all such matters have relied solely upon, and assumed, the accuracy of the Verification Report, 
the representations in the Escrow Agreement and related certificates. We have also assumed that 
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the deposit required to be made to the Series 2007 Bonds Escrow Fund established pursuant to 
the Escrow Agreement has been made, that all other instructions set forth in the Trust Indenture 
and the Escrow Agreement have been complied with, and that provision satisfactory to the 
Trustee has been irrevocably made with respect to the giving of notice of redemption of the 
Bonds in accordance with the Trust Indenture. 

Certain actions (including, without limitation, investment or reinvestment of any cash in 
the Series 2007 Bonds Escrow Fund now or hereafter arising or substitution of any investments 
in the Series 2007 Bonds Escrow Fund) may be taken under the circumstances and subject to the 
terms and conditions set forth in the Escrow Agreement. No opinion is expressed herein if any 
such change occurs or action is taken or omitted other than with our advice and approval. 

Based on and subject to the foregoing, 'and in reliance thereon, as of the date hereof, we 
are of the opinion that upon the rehnding of the Bonds the right, title and interest of the Trustee 
to the Trust Indenture and the Bonds shall cease. 

This letter is furnished by us as bond counsel. No attorney-client relationship has existed 
or exists between our firm and the addressee of this letter by virtue of this letter, and we disclaim 
any obligation to update this letter. This letter is delivered to the addressee hereof solely for 
purposes of Section 10.02 of the Trust Indenture and is not to be used, circulated, quoted or 
otherwise referred to or relied upon for any other purpose or by any other person. This letter is 
not intended to, and may not be relied upon by owners of the Bonds or by owners of Series 2008 
Bonds or by any other party to whom it is not specifically addressed. 

Very truly yours, 

LL, s 
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Banc of America Securities LLC 
San Francisco, California 

Bank of America, N.A. 
Charlotte, North Carolina 

$65,170,000 
MODEST0 PUBLIC FINANCING AUTHORITY 

LEASE REVENUE REFUNDING BONDS 
SERIES 2008 

Ladies and Gentlemen: 

As City Attorney of the City of Modesto (the "City"), I have reviewed the 
following documents in connection with the execution and delivery of the Modesto 
Public Financing Authority Lease Revenue Refunding Bonds, Series 2008, in the 
aggregate principal amount of $65,170,000 (the "Series 2008 Bonds"): (i) the Facilities 
Lease (Communications Dispatch Center), dated as of August 1,2008, by and between 
the City and the Authority (the "City Communications Facilities Lease"), the Facilities 
Lease (Police Facilities and Miscellaneous Facilities), dated as of August 1, 2008, by 
and between the City and the Authority (the "Police Facilities and Miscellaneous 
Facilities Lease" and, together with the City Communications Facilities Lease, the 
"Facilities Leases") (ii) the Lease Agreement, dated as of August 1, 2008 (the "Lease 
Agreement") by and between the City and the Authority; (iii) the Bond Purchase 
Contract, dated August 27,2008 (the "Purchase Contract"), between the Authority and 
Banc of America Securities LLC, as Underwriter and approved by the City; (iv) the 
Reimbursement Agreement, dated as of August 1, 2008 (the "Reimbursement 
Agreement") between the City, Authority and Bank of America, N.A. as Credit Facility 
Provider; (v) the Tax Certificate, dated August 28, 2008 (the "Tax Certificate," and 
together with the Facilities Leases and the Lease Agreement, Purchase Contract, and 
Reimbursement Agreement, the "City Agreements"); (vi) Resolution No. 2008-453 
adopted by the City Council on August 6,2008 (the "2008 City Resolution"); (vii) the 
Preliminary Official Statement, dated August 21,2008 and (viii) the Official Statement, 
dated August 26,2008 (the "Official Statement") relating to the Series 2008 Bonds. 
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All capitalized terms used herein and not otherwise defined shall have the 
meaning ascribed to such terms in the Purchase Contract. 

Based upon the foregoing and upon such other information and documents as I 
consider necessary to render this opinion, I am of the opinion that: 

(i) the City is a charter city and a municipal corporation duly organized and 
validly existing under and by virtue of the laws of the State of California; 

(ii) the 2008 City Resolution was duly adopted at a meeting of the City 
Council of the City, which was called and held pursuant to law and with all 
public notice required by law and at which a quorum was present and acting 
throughout, and the 2008 City Resolution is in full force and effect and has not 
been modified, amended or rescinded as of the date hereof; 

(iii) The City has the power to execute, deliver the City Agreements and 
perform its obligations thereunder and the execution, delivery and performance 
by the City of the City Agreements has been duly authorized by the City; 

(iv) to the best of my knowledge after reasonable investigation, there is no 
action, suit, proceeding or investigation at law or in equity before or by any 
court, public board or body, pending or threatened against or affecting the City, 
challenging the existence of the City or the titles of its officers to their respective 
offices or seeking to prohibit, restrain or enjoin the sale, execution or delivery 
of the Series 2008 Bonds or the pledge of the Base Rental Payments (as defined 
in the Lease Agreement) under the Lease Agreement or in any way contesting 
or affecting the validity or enforceability of the City Agreements or contesting 
the powers of the City or its authority to enter into, adopt or perform its 
obligations under any of the foregoing, or which would have a material adverse 
effect on the City's ability to perform its obligations under the City Agreements 
or contesting in any way the completeness or accuracy of the Official Statement; 

(v) the adoption of the 2008 City Resolution, the execution and delivery of 
City Agreements and the Official Statement and compliance by the City with the 
provisions of the foregoing, under the circumstances contemplated thereby, do 
not and will not in any material respect conflict with or constitute, on the part of 
the City, a breach or default under any agreement or instrument to which the 
City is a party or by which it is bound or, to the best of my knowledge, any 
existing law, regulation, court order or consent decree to which the City is 
subject; 

(vi) the Preliminary Official Statement has been duly authorized and 
delivered, and the Official Statement and the City Agreements have been duly 
authorized, executed and delivered by the City and, assuming due authorization, 
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execution and delivery by the other parties thereto, the City Agreements 
constitute legal, valid and binding agreements of the City enforceable in 
accordance with their respective terms, subject to laws relating to bankruptcy, 
insolvency or other laws affecting the enforcement of creditors' rights generally 
and the application of equitable principles if equitable remedies are sought and 
to the limitations on legal remedies against cities in the State of California; 

(vii) except as described in the Official Statement, no authorization, approval, 
consent, or other order of the State or any other governmental authority or 
agency within the State having jurisdiction over the City is required for the valid 
authorization, execution, delivery and performance by the City of the City 
Agreements or for the adoption of the 2008 City Resolution which have not been 
obtained; 

(viii) to the best of my knowledge, the information contained in the Official 
Statement (except for any financial or statistical data or forecasts, estimates, 
projections, assumptions or expressions of opinion, and information relating to 
DTC, the book-entry system, the Initial Credit Facility or the Bank as to which 
no opinion need be expressed), does not contain any untrue statement of a 
material fact or omit to state a material fact necessary in order to make the 
statements made therein, in the light of the circumstances under which they were 
made, not misleading; and 

(ix) The City is not entitled to claim immunity on the grounds of sovereignty 
or other similar grounds with respect to itself or its revenues or financial assets 
(irrespective of their use or intended use) from (i) suit, (ii) jurisdiction of any 
court or, (iii) except to the extent provided in Part 5 of Division 3.6 of Title 1 of 
the Government Code of the State of California (x) relief by way of injunction, 
order for specific performance or for recovery of property, (y) attachment of its 
financial assets (whether before or after judgment) or (z) execution or 
enforcement of any judgment to which it or its revenues or financial assets might 
otherwise be subject. 

This opinion is furnished to you solely for your benefit and I am not assuming any 
professional responsibility to any other person whomsoever. This opinion is not to be 
used, circulated, quoted or otherwise referred to for any other purpose. 

Respectfully submitted, 

SUSANA ALCALA WOOD 
City Attorney 
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$65,170,000 
MODEST0 PUBLIC FINANCING AUTHORITY 

LEASE REVENUE REFUNDING BONDS 
SERIES 2008 

Ladies and Gentlemen: 

I have acted as counsel to the Modesto Public Financing Authority (the 
"Authority"), a joint exercise of powers authority organized and existing pursuant to 
Title 1, Division 7, Chapter 5 of the Government Code of the State of California, as 
amended. This opinion is rendered in connection with the execution and delivery of the 
Modesto Public Financing Authority Lease Revenue Refunding Bonds, Series 2008, in 
the aggregate principal amount of $65,170,000 (the "Series 2008 Bonds"). 

In rendering this opinion, I have examined: (i) the Joint Exercise of Powers 
Agreement, dated December 1, 1989 (the "Joint Exercise of Powers Agreement"), by 
and between the City of Modesto (the "City") and the Industrial Development Authority 
of the City of Modesto; (ii) the Indenture, dated as of August 1,2008 (the "Indenture"), 
by and between the Authority andThe Bank of New York Mellon Trust Company, N.A., 
as trustee (the "Trustee"); (iii) the Facilities Lease (Parking Garage), dated as of August 
1, 2008, by and between the Authority and the Redevelopment Agency of the City of 
Modesto (the "Parlung Garage Facilities Lease"), the Facilities Lease (City-County 
Administration Building), dated as of August 1,2008, by and between the Authority and 
the City-County Capital Improvements and Financing Agency (the "City-County 
Administration Facilities Lease"), the Facilities Lease (Communications Dispatch 
Center), dated as of August 1, 2008, by and between the City and the Authority (the 
"City Communications Facilities Lease"), the Facilities Lease (Police Facilities and 
Miscellaneous Facilities), dated as of August 1,2008, by and between the City and the 
Authority (the "Police Facilities and Miscellaneous Facilities Lease" and, together with 
the Parking Garage Facilities Lease, City-County Administration Facilities Lease and 
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City Communications Facilities Lease, the "Facilities Leases"); (iv) the Lease 
Agreement, dated as of August 1, 2008 (the "Lease Agreement") by and between the 
City and the Authority; (v) the Letter of Credit and Reimbursement Agreement, dated 
as of August 1,2008 (the "Reimbursement Agreement"), by and between the City and 
Bank of America, N.A., as Credit Facility Provider, and agreed to by the Authority; 
(vi) the Escrow Agreement relating to the 1998 Bonds, dated as of August 28,2008 (the 
"1998 Escrow Agreement") by and between the Authority and The Bank of New York 
Mellon Trust Company, as escrow agent thereunder; (vii) the Escrow Agreement 
relating to the 2007 Bonds, dated as of August 28,2008 (the "2007 Escrow Agreement") 
by and between the Authority and The Bank of New York Mellon Trust Company, as 
escrow agent thereunder; (viii) the Bond Purchase Contract, dated August 27,2008 (the 
"Purchase Contract") between the Authority and Banc of America Securities LLC and 
approved by the City; (ix) the Remarketing and Interest Services Agreement, dated as 
of August 1,2008 (the "Remarketing Agreement") by and between the Authority and 
Banc of America Securities LLC, as Remarketing Agent; (x) the Tax Certificate, dated 
August 28, 2008 for the Series 2008 Bonds; (xi) the Amended and Restated ISDA 
Master Agreement, Counterparty Schedule thereto, Amended and Restated Credit 
Support Annex and Confirmation, dated August 22, 2008 (the "Amended Master 
Agreement," and together with the Indenture, the Facilities Leases, the Lease 
Agreement, the Reimbursement Agreement, the 1998 Escrow Agreement, the 2007 
Escrow Agreement, the Remarketing Agreement, the Tax Certificate and Purchase 
Contract, the "Authority Agreements"); (xii) Resolution No. 02-2008 adopted by the 
Commission of the Authority on August 6, 2008 (the "2008 Authority Resolution"); 
(xiii) the Preliminary Official Statement, dated August 21,2008 and (xiv) the Official 
Statement, dated August 26,2008 (the "Official Statement") relating to the Series 2008 
Bonds. 

Capitalized terms not otherwise defined herein shall have the meanings ascribed 
thereto in the Purchase Contract. 

Based upon the foregoing and my review of such other information, documents 
and matters of law as I consider necessary, I am of the opinion that: 

(i) the Authority is a joint powers authority under Article 1 of Chapter 5 of 
Division 7 of Title 1 of the Government Code of the State of California duly 
organized and validly existing under and by virtue of the Joint Exercise of 
Powers Agreement and the laws of the State of California; 

(ii) the 2008 Authority Resolution was duly adopted at a meeting of the 
Commission of the Authority, which was called and held pursuant to law and 
with all public notice required by law and at which a quorum was present and 
acting throughout, and the 2008 Authority Resolution is in full force and effect 
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and has not been modified, amended or rescinded as of the date hereof; 

(iii) the Authority has the power to execute, deliver the Authority Agreements 
and perform its obligations thereunder and the execution, delivery and 
performance by the Authority of the Authority Agreements has been duly 
authorized by the Authority; 

(iv) to the best of my knowledge after reasonable investigation, there is no 
action, suit, proceeding or investigation at law or in equity before or by any 
court, public board or body, pending or threatened against or affecting the 
Authority, challenging the existence of the Authority or the titles of its officers 
to their respective offices or seeking to prohibit, restrain or enjoin the sale, 
execution or delivery of the Series 2008 Bonds or the collection of the Base 
Rental Payments (as defined in the Lease Agreement) under the Lease 
Agreement or in any way contesting or affecting the validity or enforceability of 
the Authority Agreements or contesting the powers of the Authority or its 
authority to enter into, adopt or perform its obligations under any of the 
foregoing, or which would have a material adverse effect on the Authority's 
ability to perform its obligations under the Authority Agreements or contesting 
in any way the completeness or accuracy of the Official Statement; 

(v) the adoption of the 2008 Authority Resolution, the execution and 
delivery of the Authority Agreements and compliance by the Authority with the 
provisions of the foregoing, under the circumstances contemplated thereby, do 
not and will not in any material respect conflict with or constitute, on the part of 
the Authority, a breach or default under the Joint Exercise of Powers Agreement 
or any other agreement or other instrument to which the Authority is a party or 
by which it is bound or, to the best of my knowledge, any existing law, 
regulation, court order or consent decree to which the Authority is subject; 

(vi) the Preliminary Official Statement has been duly authorized and 
delivered and the Official Statement and the Authority Agreements have been 
duly authorized, executed and delivered by the Authority and, assuming due 
authorization, execution and delivery by the other parties thereto, constitute 
legal, valid and binding agreements of the Authority enforceable in accordance 
with their respective terms, subject to laws relating to bankruptcy, insolvency or 
other laws affecting the enforcement of creditors' rights generally and the 
application of equitable principles if equitable remedies are sought and to the 
limitations on legal remedies against public agencies in the State of California; 

(vii) except as described in the Official Statement, no authorization, approval, 
consent, or other order of the State or any other governmental authority or 
agency within the State having jurisdiction over the Authority is required for the 
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valid authorization, execution, delivery and performance by the Authority of the 
Authority Agreements or for the adoption of the 2008 Authority Resolution 
which have not been obtained; 

(viii) to the best of my knowledge, the information regarding the Authority 
contained in the Official Statement (except for any financial or statistical data 
or forecasts, estimates, projections, assumptions or expressions of opinion, 
information relating to DTC, the book-entry system, the Initial Credit Facility 
or the Bank as to which no opinion need be expressed) does not contain any 
untrue statement of a material fact or omit to state a material fact necessary in 
order to make the statements made therein, in the light of the circumstances 
under which they were made, not misleading; and. 

(ix) the Authority is not entitled to claim immunity on the grounds of 
sovereignty or other similar grounds with respect to itself or its revenues or 
financial assets (irrespective of their use or intended use) from (i) suit, (ii) 
jurisdiction of any court or, (iii) except to the extent provided in Part 5 of 
Division 3.6 of Title 1 of the Government Code of the State of California (x) 
relief by way of injunction, order for specific performance or for recovery of 
property, (y) attachment of its financial assets (whether before or after judgment) 
or (z) execution or enforcement of any judgment to which it or its revenues or 
financial assets might otherwise be subject. 

This opinion is furnished to you solely for your benefit and I am not assuming 
any professional responsibility to any other person whatsoever. This opinion is not to 
be used, circulated, quoted or otherwise referred to for any other purpose. 

Respectfully submitted, 

SUSANA ALCALA WOOD 
City Attorney 
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$65,170,000 
MODEST0 PUBLIC FINANCING AUTHORITY 

LEASE REVENUE REFUNDING BONDS 
SERIES 2008 

Ladies and Gentlemen: 

I am General Counsel to the Redevelopment Agency of the City of Modesto (the 
"Redevelopment Agency") and in such capacity have represented the Redevelopment 
Agency in connection with the issuance by the Modesto Public Financing Authority (the 
"Authority") of its $65,170,000 aggregate principal amount of Lease Revenue 
Refunding Bonds, Series 2008 (the "Series 2008 Bonds"). In such connection, I have 
reviewed the Facilities Lease (Parlung Garage), dated as of August 1,2008 (the "Parking 
Garage Facilities Lease") by and between the Authority and the Redevelopment Agency. 

Based upon the foregoing and upon such other information and documents as I 
consider necessary to render this opinion, I am of the opinion that: 

(i) the Redevelopment Agency is a public body, corporate and 
politic, duly organized and existing under the laws of the State of California (the 
"State"); 

(ii) the Redevelopment Agency has the power to execute, deliver the 
Parking Garage Facilities Lease and perform its obligations thereunder and the 
execution, delivery and performance by the Redevelopment Agency of the Parking 
Garage Facilities Lease has been duly authorized by the Redevelopment Agency; 
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(iii) by all necessary official action of the Redevelopment Agency, the 
Redevelopment Agency duly authorized and approved the execution and delivery of the 
Parking Garage Facilities Lease and the performance by the Redevelopment Agency of 
the obligations on its parts contained therein; and as of the date hereof, such 
authorizations and approvals are in full force and effect and have not been amended, 
modified or rescinded; 

(iv) to the best of my knowledge after reasonable investigation, there 
is no action, suit, proceeding or investigation at law or in equity before or by any court, 
public board or body, pending or threatened against or affecting the Redevelopment 
Agency, challenging the existence of the Redevelopment Agency or the titles of its 
officers to their respective offices or in any way contesting or affecting the validity or 
enforceability of the Parlung Garage Facilities Lease or contesting the powers of the 
Redevelopment Agency or its authority to perform its obligations under the Parlung 
Garage Facilities Lease, or which would have a material adverse effect on the 
Redevelopment Agency's ability to perform its obligations under the Parlung Garage 
Facilities Lease; 

(v) compliance by the Redevelopment Agency with the provisions 
of the Parlung Garage Facilities Lease, under the circumstances contemplated thereby, 
does not in any material respect conflict with or constitute, on the part of the 
Redevelopment Agency, a breach or default under any agreement or instrument to which 
the Redevelopment Agency is a party or by which it is bound or, to the best knowledge 
of such counsel, any existing law, regulation, court order or consent decree to which the 
Redevelopment Agency is subject; 

(vi) the Parking Garage Facilities Lease constitutes legal, valid and 
binding agreements of the Redevelopment Agency enforceable in accordance with its 
terms, subject to laws relating to bankruptcy, insolvency or other laws affecting the 
enforcement of creditors' rights generally and the application of equitable principles if 
equitable remedies are sought and to the limitations on legal remedies against cities in 
the State; 

(vii) no authorization, approval, consent or other order of the State or 
any other governmental authority or agency within the State having jurisdiction over the 
Redevelopment Agency is required for the valid performance by the Redevelopment 
Agency of the Parking Garage Facilities Lease; and 

(viii) the Redevelopment Agency is not entitled to claim immunity on 
the grounds of sovereignty or other similar grounds with respect to itself or its revenues 
or financial assets (irrespective of their use or intended use) from (i) suit, (ii) jurisdiction 
of any court or, (iii) except to the extent provided in Part 5 of Division 3.6 of Title 1 of 
the Government Code of the State of California (x) relief by way of injunction, order for 
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specific performance or for recovery of property, (y) attachment of its financial assets 
(whether before or after judgment) or (z) execution or enforcement of any judgment to 
which it or its revenues or financial assets might otherwise be subject. 

This opinion is furnished to you solely for your benefit and I am not assuming 
any professional responsibility to any other person whomsoever. This opinion is not to 
be used, circulated, quoted or otherwise referred to for any other purpose. 

Respectfully submitted, 

S U S ~ N A  ALCALA WOOD 
City Attorney 
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$65,170,000 
MODEST0 PUBLIC FINANCING AUTHORITY 

LEASE REVENUE REFUNDING BONDS 
SERIES 2008 

Ladies and Gentlemen: 

I am General Counsel to the City-County Capital Improvements and Financing 
Agency (the "Financing Agency") and in such capacity have represented the Financing 
Agency in connection with the issuance by the Modesto Public Financing Authority (the 
"Authority") of its $65,170,000 aggregate principal amount of Lease Revenue 
Refunding Bonds, Series 2008 (the "Series 2008 Bonds"). In such connection, I have 
reviewed the Facilities Lease (City-County Administration Building), dated as of August 
1, 2008 (the "City-County Administration Facilities Lease") by and between the 
Authority and the Financing Agency. 

Based upon the foregoing and upon such other information and documents as I 
consider necessary to render this opinion, I am of the opinion that: 

(i) the Financing Agency is a joint exercise of powers authority, duly 
organized and existing under laws of the State of California (the "State"); 

(ii) the Financing Agency has the power to execute, deliver the City- 
County Administration Facilities Lease and perform its obligations thereunder 
and the execution, delivery and performance by the Financing Agency of the 
City-County Administration Facilities Lease has been duly authorized by the 
Financing Agency; 

(iii) by all necessary official action of the Financing Agency, the 
Financing Agency duly authorized and approved the execution and delivery of 
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the City-County Administration Facilities Lease and the performance by the 
Financing Agency of the obligations on its parts contained therein; and as of the 
date hereof, such authorizations and approvals are in full force and effect and 
have not been amended, modified or rescinded; 

(iv) to the best of my knowledge after reasonable investigation, there 
is no action, suit, proceeding or investigation at law or in equity before or by any 
court, public board or body, pending or threatened against or affecting the 
Financing Agency, challenging the existence of the Financing Agency or the 
titles of its officers to their respective offices or in any way contesting or 
affecting the validity or enforceability of the City-County Administration 
Facilities Lease or contesting the powers of the Financing Agency or its 
authority to perform its obligations under any of the foregoing, or which would 
have a material adverse effect on the Financing Agency's ability to perform its 
obligations under the City-County Administration Facilities Lease; 

(v) compliance by the Financing Agency with the provisions of the 
City-County Administration Facilities Lease, under the circumstances 
contemplated thereby, does not in any material respect conflict with or 
constitute, on the part of the Financing Agency, a breach or default under any 
agreement or other instrument to which the Financing Agency is a party or by 
which it is bound or, to the best knowledge of such counsel, any existing law, 
regulation, court order or consent decree to which the Financing Agency is 
subject; 

(vi) the City-County Administration Facilities Lease constitutes legal, 
valid and binding agreements of the Financing Agency enforceable in 
accordance with its terms, subject to laws relating to bankruptcy, insolvency or 
other laws affecting the enforcement of creditors' rights generally and the 
application of equitable principles if equitable remedies are sought and to the 
limitations on legal remedies against authorities in the State; 

(vii) no authorization, approval, consent or other order of the State or 
any other governmental authority or agency within the State having jurisdiction 
over the Financing Agency is required for the valid performance by the 
Financing Agency of the City-County Administration Facilities Lease; 

(viii) the Financing Agency is not entitled to claim immunity on the 
grounds of sovereignty or other similar grounds with respect to itself or its 
revenues or financial assets (irrespective of their use or intended use) from (I) 
suit, (ii) jurisdiction of any court or, (iii) except to the extent provided in Part 5 
of Division 3.6 of Title 1 of the Government Code of the State of California (x) 
relief by way of injunction, order for specific performance or for recovery of 
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property, (y) attachment of its financial assets (whether before or afterjudgment) 
or (z) execution or enforcement of any judgment to which it or its revenues or 
financial assets might otherwise be subject. 

This opinion is furnished to you solely for your benefit and I am not assuming 
any professional responsibility to any other person whomsoever. This opinion is not to 
be used, circulated, quoted or otherwise referred to for any other purpose. 

Respectfully submitted, 

City Attorney 
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August 28,2008 

Modesto Public Financing Authority 
101 0 Tenth Street, Suite 5200 
Modesto, California 95353 

City of Modesto 
101 0 Tenth Street, Suite 5200 
Modesto, California 95353 

Banc of America Securities LLC 
600 Montgomery Street, Suite 1800 
San Francisco, California 94 1 1 1 

The Bank of New York Mellon Trust Company, N.A. 
550 Kearny Street, Suite 600 
San Francisco, California 941 08 

Re: Modesto Public Financing Authority Lease Revenue Refunding Bonds, 
Series 2008 

Ladies and Gentlemen: 

We have acted as special counsel to Bank of America, N.A., a national banking association (the 
"Bank"), in connection with the issuance of its Irrevocable Letter of Credit dated the date hereof 
(the "Letter of Credit"), issued pursuant to the Reimbursement Agreement dated as of August 1, 
2008 (the "Reimbursement Agreement") among the Modesto Public Financing Authority (the 
"Authority"), the City of Modesto (the "City") and the Bank. The Letter of Credit will support 
payment of the Authority's Lease Revenue Refunding Bonds, Series 2008 issued pursuant to an 
Indenture dated as of August 1,2008 among the City, the Authority and Bank of America. All 
terms not otherwise defined herein shall have the meanings assigned to them in the 
Reimbursement Agreement. 

As to all matters of fact (including factual conclusions and characterizations and descriptions of 
purpose, intention or other state of mind), we have relied entirely upon (i) the representations of 
the parties set forth in the Related Documents and (ii) certificates delivered to us by the Bank 
and have assumed, without independent inquiry, the accuracy of those representations and 
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certificates; provided, that we have no actual current knowledge of any existing facts or 
circumstances that would make such representations and certificates untrue or incorrect. 

We have examined the Letter of Credit, the Reimbursement Agreement and the exhibits thereto 
(collectively, the "Bank Documents") and have also examined and relied upon the opinion of in- 
house counsel to the Bank, with respect to, among other things, the organization, existence and 
good standing of the Bank under the laws of the United States of America and the due 
authorization and proper execution and delivery of the Bank Documents. In addition, we have 
examined such other matters of fact and considered such questions of law as we have deemed 
necessary for the purpose of rendering the opinions set forth herein. 

We have assumed the genuineness of all signatures, the conformity to the originals of all 
documents reviewed by us as copies, the authenticity and completeness of all original documents 
reviewed by us in original or copy form and the legal competence of each individual executing 
any document. 

We have assumed that there are no agreements or understandings among the parties, written or 
oral, and no usage of trade or course of prior dealing among the parties which would, in either 
case, define, supplement or qualify the terms of any of the Bank Documents. 

The opinion set forth in paragraph 1 below with respect to the Bank is subject to the following 
general qualifications: 

(i) as to any agreement to which the Bank is a party, we assume that such agreement is the 
legal, valid and binding obligation of each party thereto (other than Bank); 

(ii) the enforceability of any obligation of Bank may be limited by bankruptcy, insolvency, 
fraudulent conveyance, reorganization, moratorium, marshaling or other similar laws and 
rules of law affecting the rights and remedies of creditors, including creditors of the Bank 
(including such as may deny giving effect to waivers of debtors' or guarantors' rights); 

(iii) the enforcement of any rights and the availability of any specific or equitable relief of any 
kind may in all cases be subject to an implied duty of good faith and fair dealing and to 
general principles of equity (regardless of whether such enforceability or relief is 
considered in a proceeding at law or in equity) and, as to any of your rights to collateral 
security, will be subject to a duty to act in a commercially reasonable manner and to 
satisfy certain other procedural requirements. 

(iv) The effect of judicial decisions permitting the introduction of extrinsic evidence to 
modify the terms or the interpretation of the Bank Documents. 
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Subject to the limitations set forth herein, we have made such examination of law as we have 
deemed necessary for the purposes of this opinion. The opinions expressed below are limited 
solely to the internal substantive laws of the State of California and the federal laws of the 
United States of America. No opinion is expressed herein as to the application or effect of 
federal securities laws or as to the securities or so-called "Blue Sky" laws of any state or other 
jurisdiction. 

Based upon the foregoing, we are of the opinion that: 

1. The Letter of Credit and the Reimbursement Agreement constitute the legal, valid and 
binding obligations of the Bank enforceable against the Bank in accordance with their 
respective terms. 

In addition to the foregoing, we have reviewed the information pertaining to the Reimbursement 
Agreement contained in the Official Statement dated August 26, 2008 (the "Official Statement") 
under the heading "Initial Credit Facility". Based upon such review, it is our opinion that the 
information contained under such heading of the Official Statement, as to the specific and 
limited provisions of the Letter of Credit the Reimbursement Agreement and the Bank described 
therein, does not contain any untrue statement of a material fact or omit to state a material fact 
necessary in order to make the statements therein, in the light of the circumstances under which 
they were made, not misleading. We express no other opinion herein with respect to any other 
portion of the Official Statement. 

This opinion relates only to the matters expressly addressed above, is applicable only as to the 
date hereof, and we express no opinion with respect to any other matters. We disclaim any 
obligation to update this opinion for events occurring after the date hereof. 

This opinion is solely for your benefit and your successors and assigns in connection with the 
transaction contemplated by the Related Documents and may not be relied on by, nor may copies 
be delivered to, any other person or for any other purpose without our prior written consent. 

This opinion may be relied upon by Standard & Poor's, Moody's Investor Services and Fitch 
Ratings as if it were addressed to them. 

Respectfully submitted, 

Kathleen C. Johnson L/ 
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August 28,2008 

Modesto Public Financing Authority 
101 0 Tenth Street, Suite 5200 
Modesto, California 95353 

City of Modesto 
101 0 Tenth Street, Suite 5200 
Modesto, California 95353 

Banc of America Securities LLC 
600 Montgomery Street, Suite 1800 
San Francisco, California 941 1 1 

The Bank of New York Mellon Trust Company, N.A. 
550 Kearny Street, Suite 600 
San Francisco, California 94 108 

Re: Modesto Public Financing Authority Lease Revenue Refunding Bonds 
Series 2008 

Ladies and Gentlemen: 

I am an Assistant General Counsel of Bank of America, N.A. ("Bank of America") and have 
acted as such in connection with the issuance of its Irrevocable Letter of Credit dated the date 
hereof (the "Letter of Credit"), issued pursuant to the Reimbursement Agreement dated as of 
August 1,2008 (the "Reimbursement Agreement") among the Modesto Public Financing 
Authority (the "Authority"), the City of Modesto (the "City") and the Bank. The Letter of Credit 
will support payment of the Authority's Lease Revenue Refunding Bonds, Series 2008 issued 
pursuant to an Indenture dated as of August 1,2008 among the City, the Authority and Bank of 
America. All terms not otherwise defined herein shall have the meanings assigned to them in the 
Reimbursement Agreement. 

In connection with the delivery of this opinion, I have examined (a) a copy of the 
Reimbursement Agreement and the Letter of Credit and (b) copies, certified or otherwise 
identified to my satisfaction, of such documents, corporate records, certificates of public officials 
and other instruments, and have conducted such investigation of fact and law, as I have deemed 
necessary or appropriate for the opinions expressed herein. 
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In rendering the opinions expressed below, I have assumed the due authorization, execution and 
delivery of the Reimbursement Agreement by each party other than Bank of America, and I have 
assumed and have not verified that the signatures (other than signatures of Bank of America) on 
all documents that I have examined are genuine. 

Based on the foregoing, I am of the opinion that: 

(1) Bank of America is a national banking association, duly organized, validly 
existing and in good standing under the laws of the United States. 

(2) Bank of America has full corporate power and authority to execute and 
deliver the Letter of Credit and the Reimbursement Agreement and to perform its obligations 
thereunder, and the Letter of Credit and the Reimbursement Agreement have been duly 
authorized, executed and delivered by Bank of America. 

(3) No consents, authorizations or approvals are required for the execution 
and delivery by Bank of America of the Letter of Credit or the Reimbursement Agreement and 
the performance of its obligations thereunder, and no other action by, and no notice to or filing 
with, any governmental authority or regulatory body is required for such execution, delivery or 
performance. 

(4) The execution, delivery and performance by Bank of America of the 
Letter of Credit and the Reimbursement Agreement do not and will not contravene any law or 
governmental regulation or order presently binding on Bank of America or its articles of 
incorporation or bylaws or contravene any provision of or constitute a default under any 
indenture, contract or other instrument to which Bank of America is a party or by which Bank of 
America is bound. 

The opinions expressed herein are limited to the laws of the State of California and the Federal 
laws of the United States of America. 

I am furnishing this letter to you in my capacity as Assistant General Counsel for Bank of 
America and this opinion may not be relied upon by or furnished to any other person without my 
prior written consent. This opinion may be relied upon by Standard & Poor's, Moody's Investors 
Service and Fitch Ratings as if it were addressed to them. 

Very truly yours, 

S .  Barry 1 
~is is tant  General Counsel I 
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August 28,2008 

Banc of America Securities LLC 
San Francisco, California 

Re: $65,170,000 Modesto Public Financing Authority Lease Revenue 
Refunding Bonds Series 2008 

Ladies and Gentlemen: 

We have acted as disclosure counsel in connection with the sale and issuance of the above 
referenced bonds (the "Bonds") pursuant to a Bond Purchase Contract, dated August 27, 2008 (the 
"Purchase Contract"), by and between Banc of America Securities LLC, as underwriter (the 
"Underwriter"), and the Modesto Public Financing Authority (the "Authority"), which was approved 
the City of Modesto (the "City"). This letter is being delivered in satisfaction of the requirements of 
Section 8(f)(20) of the Purchase Contract, but no attorney-client relationship has existed or exists 
between the Underwriter and our firm in connection with the issuance of the Bonds or by virtue of 
this letter. 

In reaching the conclusions set forth herein, we have examined originals or copies certified 
or otherwise identified to our satisfaction of (i) the Purchase Contract, (ii) the Official Statement of 
the Authority relating to the Bonds, dated August 26, 2008 (the "Official Statement"), 
(iii) Resolution No. 02-2008 adopted by the Authority on August 5, 2008, (iv) Resolution 
No. 2008-453 adopted by the City Council of the City of Modesto (the City") on August 6, 2008, 
(iv) the Indenture, dated as of August 1, 2008 (the "Indenture") by and between the Authority and 
The Bank of New York Mellon Trust Company, N.A., as trustee (the "Trustee"), (v) the Lease 
Agreement, dated as of August 1 ,  2008, by and between the City and the Authority, (vi) the letters, 
certificates and opinions delivered to the Underwriter pursuant to the provisions of Section 8(f)  of 
the Purchase Contract, and (vii) such other documents, certificates, instructions and records as we 
have considered necessary or appropriate as a basis for our conclusions. We have assumed, but not 
independently verified, that the signatures on all documents, letters, opinions and certificates which 
we have examined are genuine, that all documents submitted to us are authentic and were duly and 
properly executed by the parties thereto and that all representations made in the documents that we 
have reviewed are true and accurate. 

We understand that you have received and are relying upon statements and certificates of 
officers and representatives of the Authority, the City and certain other public agencies and the 
Trustee. 
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Based upon, and subject to the foregoing we are of the opinion that the Bonds are not subject 
to the registration requirements of the Securities Act of 1933, as amended, and the Indenture is 
exempt from qualification pursuant to the Trust Indenture Act of 1939, as amended. We express no 
opinion with respect to the Credit Facility relating to the Bonds that has been issued by Bank of 
America, N.A. (the "Credit Facility Provider"). 

Although we have not undertaken to independently check, or to assume responsibility for, the 
accuracy, completeness or fairness of, the information contained in the Official Statement and are 
therefore unable to make any representation to you in that regard, we have participated in 
conferences prior to the date of the Official Statement with representatives of the Authority, the 
counsel to the Authority, the City, the City Attorney, Sidley Austin LLP, Public Financial 
Management, Inc., the Underwriter, Orrick, Herrington & Sutcliffe, LLP and others, during which 
conferences the contents of the Official Statement and related matters were discussed. In reliance 
thereon and on the records, documents, certificates and opinions described therein, we do not believe 
that the Official Statement (except for any financial or statistical data or forecasts, numbers, charts, 
estimates, projections, assumptions or expressions of opinion, Appendices A, C, D and E and any 
information about book-entry or The Depository Trust Company, the Credit Facility Provider or the 
Credit Facility included therein, as to which no view or opinion is expressed), as of its date and as of 
the date hereof, contained or contains any untrue statement of a material fact or omitted or omits to 
state a material fact required to be stated therein or necessary to make the statements therein, in the 
light of the circumstances under which they were made, not misleading. Finally, we advise you that, 
other than reviewing the various certificates and opinions required by Section 8(f) of the Purchase 
Contract we have not taken any steps since the date of the Official Statement to verify the accuracy 
of the statements contained in the Official Statement as of the date hereof. 

This letter is being delivered to the Underwriter solely for its benefit in connection with the 
Underwriter's purchase of the Bonds and is not to be used, circulated, quoted or otherwise referred to 
for any other purpose; nor may it be relied upon by any other person without our prior written 
consent. This letter is limited to matters governed by the laws of the State of California and federal 
securities laws, and we assume no responsibility with respect to the applicability or the effect of the 
laws of any other jurisdiction. No opinion is expressed herein as to the validity of the Bonds, the 
exclusion from gross income for federal income tax purposes of the interest represented by the 
Bonds or the compliance with, or applicability of, any "blue sky" laws of any state as they relate to 
the offer or sale of the Bonds. 

We have not undertaken any duty and expressly disclaim any responsibility to advise the 
Underwriter as to events occurring after the date hereof with respect to the Bonds or other matters 
discussed in the Official Statement. Our engagement with respect to the Bonds terminates upon their 
issuance. 

Respectfully submitted, 

M&k 
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ORANGE COUNTY 
(949) 725-4000 

SAN DlEGO 
(858) 720-2150 

SAN FRANCISCO 
(415) 283-2240 

SANTABARBARA 
(805) 564-0065 

SACRAMENTO 
(916) 449-2350 

Modesto Public Financing Authority 
Modesto, California 

City of Modesto 
Modesto, California 

Re: $65,170,000 Modesto Public Financing Authority Lease Revenue 
Refunding Bonds Series 2008 

Ladies and Gentlemen: 

We have acted as disclosure counsel in connection with the sale and issuance of the above 
referenced bonds (the "Bonds") pursuant to a Bond Purchase Contract, dated August 27, 2008 (the 
"Purchase Contract"), by and between Banc of America Securities LLC, as underwriter (the 
"Underwriter"), and the Modesto Public Financing Authority (the "Authority"), which was approved 
the City of Modesto (the "City"). 

In our capacity as disclosure counsel, we have delivered to the Underwriter a letter (the 
"Letter") in which, among other things, we express certain conclusions concerning the Official 
Statement relating to the Bonds. In reaching the conclusions set forth in the Letter we have 
participated in conferences prior to the date of the Official Statement with representatives of the City, 
the City Attorney, the Authority, counsel to the Authority, Sidley Austin LLP, Public Financial 
Management, Inc., the Underwriter, Orrick, Herrington & Sutcliffe, LLP and others; we have relied 
upon various documents, letters, certificates and opinions, including documents, letters, certificates 
and opinions provided by officers of and counsel to the Authority (the "Modesto Documents"); and 
we have assumed the accuracy of the representations contained in the Modesto Documents. 

Pursuant to your request, you are authorized to rely on the conclusions set forth in the Letter 
to the extent and for the purposes for which the Letter was delivered to the Underwriter, as if the 
Letter were addressed to you, provided that neither you nor your representatives are authorized to 
rely on the Letter in connection with the delivery of the Modesto Documents or the making of the 
representations or conclusions set forth therein. 

Respectfully submitted, 
n 
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City of Modesto 
Modesto Public Financing Authority 
Modesto, California 

Banc of America Securities LLC 
San Francisco, California 

Bank of America, N.A. 
Los Angeles, California 

OPINION RE: Modesto Public Financing Authority 
Lease Revenue Refunding Bonds 
Series 2008 

Ladies and Gentlemen: 

We have acted as special counsel to The Bank of New York Mellon Trust Company, N.A. 
(the "Trustee") in its capacity as Trustee under that certain Indenture, dated as of August 1,2008 (the 
"Indenture"), by and between the Modesto Public Financing Authority (the "Authority") and the 
Trustee, relating to the referenced Lease Revenue Refunding Bonds. Capitalized terms not defined 
herein shall have the meanings given such terms in the Indenture. 

In that connection we have examined the original or copies, identified to our satisfaction, of 
the Indenture, the Series 1998 Escrow Agreement, the Series 2007 Escrow Agreement, and such 
other documents that we deemed necessary for the purpose of rendering the opinions set forth below. 
In examining such documents, we have not undertaken to independently verify the accuracy of the 

factual matters represented, warranted or certified in such documents. In making our examination, 
we assumed that each party to the documents other than the Trustee has the power to enter into and 
perform its obligations thereunder, has duly authorized, executed and delivered such documents, and 
that such documents constitute the legal, valid and binding obligations of such party. We express no 
opinion as to matters governed by any laws other than the substantive laws of the State of California 
(without reference to its conflicts of laws rules) and the federal laws of the United States of America 
which are in effect on the date hereof. 



TO City of Modesto DATE 28 August 2008 
Modesto Public Financing Authority 
Banc of America Securities LLC 
Bank of America, N.A. 

We call attention to the fact that the rights and obligations under the Indenture, the Series 
1998 Escrow Agreement, the Series 2007 Escrow Agreement (herein collectively the "Trustee 
Documents") and related documents are subject to bankruptcy, insolvency, reorganization, 
moratorium and other similar laws affecting creditors' rights generally, to the application of equitable 
principles, and to the exercise of judicial discretion in appropriate cases. 

Based on the foregoing, and subject to the following qualifications, we are of the opinion 
that: 

[ I ]  The Trustee is a duly organized and validly existing national banking association in good 
standing under the laws of the United States of America having full powers and authority and being 
qualified to enter into, accept and administer the trusts created under the Trustee Documents and to 
enter into the Trustee Documents.. 

[2]  The performance by the Trustee of the duties required under the Trustee Documents has 
been duly authorized by all necessary corporate action on the part of the Trustee, and under present 
law does not contravene any law or government regulation or order presently binding on the Trustee 
or contravene any law or governmental regulation or order presently binding on the Trustee or the 
Articles of Association or the bylaws of the Trustee or contravene any provision of or constitute a 
default under any indenture, contract or other instrument to which the Trustee is a party or by which 
the Trustee is bound. 

[3] The performance by the Trustee of the duties required under the Trustee Documents does 
not require the consent or approval of, the giving of notice to, the registration with, or the taking of 
any other action in respect of, any federal, state or other governmental agency or authority. 

[4] The Trustee Documents have been duly authorized, executed and delivered by the 
Trustee, and constitute the legal, valid and binding agreements of the Trustee enforceable in 
accordance with their terms. 

[5]  The Trustee has duly authorized the execution and delivery of the Trustee Documents. 

[6] All approvals, consents and orders of any governmental authority or agency having 
jurisdiction in the matter which would constitute a condition precedent to the performance by the 
Trustee of its duties and obligations under the Trustee Documents have been obtained and are in full 
force and effect. 



TO City of Modesto DATE 28 August 2008 
Modesto Public Financing Authority 
Banc of America Securities LLC 
Bank of America, N.A. 

We express no opinion as to any matter other than as expressly set forth above. We 
specifically express no opinion as to the status of the Bonds, the distribution thereof, or the interest 
thereon under (i) any federal or state securities or "Blue Sky" laws or (ii) any federal, state or local 
tax law. No opinion is expressed as to the perfection, validity, priority or enforceability of any 
security interest or lien created to secure the Bonds. 

This opinion is as of the date hereof, and we undertake no obligation to advise you of any 
change in any matter set forth herein. Further, this opinion does not imply an approval or 
recommendation of any investment in any Bond. Finally, this opinion is solely for the benefit of 
each addressee and its counsel, and may not be relied upon in any manner, or used, by any other 
person. 



(Local Currency--Single Jurisdiction) 

ISDA, 
International Swap Dealers Association, Inc. 

MASTER AGREEMENT 
dated as of August 22,2008 ....................................... 

Bank of America, N.A. and MODEST0 PUBLIC FINANCING 
AUTHORITY ............................................................................. .......................................................................... 

have entered and/or anticipate entering into one or more transactions (each a "Transaction") that are or will 
be governed by this Master Agreement, which includes the schedule (the "Schedule"), and the documents 
and other confirming evidence (each a "Confirmation") exchanged between the parties confirming those 
Transactions. 

Accordingly, the parties agree as follows:- 

1. Interpretation 

(a) Definitions. The terms defined in Section 12 and in the Schedule will have the meanings therein 
specified for the purpose of this Master Agreement. 

(b) Inconsistency. In the event of any inconsistency between the provisions of the Schedule and the 
other provisions of this Master Agreement, the Schedule will prevail. In the event of any inconsistency 
between the provisions of any Confirmation and this Master Agreement (including the Schedule), such 
Confirmation will prevail for the purpose of the relevant Transaction. 

(c) Single Agreement. All Transactions are entered into in reliance on the fact that this Master 
Agreement and all Confirmations form a single agreement between the parties (collectively referred to as 
this "Agreement"), and the parties would not otherwise enterinto any Transactions. 

2. Obligations 

(a) General Conditions. 

(i) Each party will make each payment or delivery specified in each Confirmation to be made by 
it, subject to the other provisions of this Agreement. 

(ii) Payments under this Agreement will be made on the due date for value on that date in the place 
of the account specified in the relevant Confirmation or otherwise pursuant to this Agreement, in 
freely transferable funds and in the manner customary for payments in the required currency. Where 
settlement is by delivery (that is, other than by payment), such delivery will be made for receipt on 
the due date in the manner customary for the relevant obligation unless otherwise specified in the 
relevant Confirmation or elsewhere in this Agreement. 

(iii) Each obligation of each party under Section 2(a)(i) is subject to (1) the condition precedent 
that no Event of Default or Potential Event of Default with respect to the other party has occurred 
and is continuing, (2) the condition precedent that no Early Termination Date in respect of the 
relevant Transaction has occurred or been effectively designated and (3) each other applicable condition 
precedent specified in this Agreement. 

Copyr~ght O 1992 by International Swap Dealers Associat~on, Inc 



(b) Change of Account. Either party may change its account for receiving a payment or delivery by 
giving notice to the other party at least five Local Business Days prior to the scheduled date for the payment 
or delivery to which such change applies unless such other party gives timely notice of a reasonable objection 
to such change. 

(c) Netting. If on any date amounts would otherwise be payable- 

(i) in the same currency; and 

(ii) in respect of the same Transaction, 

by each party to the other, then, on such date, each party's obligation to make payment of any such amount 
will be automatically satisfied and discharged and, if the aggregate amount that would otherwise have been 
payable by one party exceeds the aggregate amount that would otherwise have been payable by the other 
party, replaced by an obligation upon the party by whom the larger aggregate amount would have been 
payable to pay to the other party the excess of the larger aggregate amount over the smaller aggregate amount. 

The parties may elect in respect of two or more Transactions that a net amount will be determined in respect 
of all amounts payable on the same date in the same currency in respect of such Transactions, regardless of 
whether such amounts are payable in respect of the same Transaction. The election may be made in the Schedule 
or a Confirmation by specifying that subparagraph (ii) above will not apply to the Transactions identified as 
being subject to the election, together with the starting date (in which case subparagraph (ii) 
above will not, or will cease to, apply to ,such Transactions from such date). This election may be made 
separately for different groups of Transactions and will apply separately to each pairing of branches or offices 
through which the parties make and receive payments or deliveries. 

(d) Default Interest; Other Amounts. Prior to the occurrence or effective designation of an Early 
Termination Date in respect of the relevant Transaction, a party that defaults in the performance of any 
payment obligation will, to the extent permitted by law and subject to Section 6(c), be required to pay interest 
(before as well as after judgment) on the overdue amount to the other party on demand in the same currency 
as such overdue amount, for the period from (and including) the original due date for payment to (but 
excluding) the date of actual payment, at the Default Rate. Such interest will be calculated on the basis of 
daily compounding and the actual number of days elapsed. If, prior to the occurrence or effective designation 
of an Early Termination Date in respect of the relevant Transaction, a party defaults in the performance of 
any obligation required to be settled by delivery, it will compensate the other party on demand if and to the extent 
provided for in the relevant Confirmation or elsewhere in this Agreement. 

3. Representations 

Each party represents to the other party (which representations will be deemed to be repeated by each party 
on each date on which a Transaction is entered into) that:- 

(a) Basic Representations. 

(i) Status. It is duly organised and validly existing under the laws of the jurisdiction of its 
organisation or incorporation and, if relevant under such laws, in g o d  standing; 

(ii) Powers. It has the power to execute this Agreement and any other documentation relating to 
this Agreement to which it is a party, to deliver this Agreement and any other documentation relating 
to this Agreement that it is required by this Agreement to deliver and to perform its obligations 
under this Agreement and any obligations it has under any Credit Support Document to which it is 
a party and has taken all necessary action to authorise such execution, delivery and performance; 

(iii) No Violation or Conflict. Such execution, delivery and performance do not violate or conflict 
with any law applicable to it, any provision of its constitutional documents, any order or judgment 
of any court or other agency of government applicable to it or any of its assets or any contractual 
restriction binding on or affecting it or any of its assets; 



(iv) Consents. All governmental and other consents that are required to have been obtained by it 
with respect to this Agreement or any Credit Support Document to which it is a party have been 
obtained and are in full force and effect and all conditions of any such consents have been complied 
with; and 

(v) Obligations Binding. Its obligations under this Agreement and any Credit Support Document 
to which it is a party constitute its legal, valid and binding obligations, enforceable in accordance 
with their respective terms (subject to applicable bankruptcy, reorganisation, insolvency, 
moratorium or similar laws affecting creditors' rights generally and subject, as to enforceability, to 
equitable principles of general application (regardless of whether enforcement is sought in a 
proceeding in equity or at law)). 

(b) Absence of Certain Events. No Event of Default or Potential Event of Default or, to its knowledge, 
Termination Event with respect to it has occurred and is continuing and no such event or circumstance would 
occur as a result of its entering into or performing its obligations under this Agreement or any Credit Support 
Document to which it is a party. 

(c) Absence of Litigation. There is not pending or, to its knowledge, threatened against it or any of its 
Affiliates any action, suit or proceeding at law or in equity or before any court, tribunal, governmental body, 
agency or official or any arbitrator that is likely to affect the legality, validity or enforceability against it of 
this Agreement or any Credit Support Document to which it is a party or its ability to perform its obligations 
under this Agreement or such Credit Support Document. 

(d) Accuracy of Specified Information. All applicable information that is furnished in writing by or on 
behalf of it to the other party and is identified for the purpose of this Section 3(d) in the Schedule is, as of 
the date of the information, true, accurate and complete in every material respect. 

4. Agreements 

Each party agrees with the other that, so long as either party has or may have any obligation under this 
Agreement or under any Credit Support Document to which it is a party- 

(a) Furnish Specified Information. It will deliver to the other party any forms, documents or 
certificates specified in the Schedule or any Confirmation by the date specified in the Schedule or such 
Confirmation or, if none is specified, as soon as reasonably practicable. 

(b) Maintain Authorisations. It will use all reasonable efforts to maintain in full force and effect all 
consents of any governmental or other authority that are required to be obtained by it with respect to this 
Agreement or any Credit Support Document to which it is a party and will use all reasonable efforts to obtain any 
that may become necessary in the future. 

(c) Comply with Laws. It will comply in all material respects with all applicable laws and orders to 
which it may be subject if failure so to comply would materially impair its ability to perform its obligations under 
this Agreement or any Credit Support Document to which it is a party. 

5. Events of Default and Termination Events 

(a) Events of Default. The occurrence at any time with respect to a party or, if applicable, any Credit 
Support Provider of such party or any Specified Entity of such party of any of the following events constitutes an 
event of default (an "Event of Default") with respect to such party- 

(i) Failure to Pay or Deliver. Failure by the party to make, when due, any payment under this 
Agreement or delivery under Section 2(a)(i) or 2(d) required to be made by it if such failure is not 
remedied on or before the third Local Business Day after notice of such failure is given b the party; 

(ii) Breach of Agreement. Failure by the party to comply with or perform any agreement or 
obligation (other than an obligation to make any payment under this Agreement or delivery under 
Section 2(a)(i) or 2(d) or to give notice of a Termination Event or any agreement or obligation under 
Section 4(a)) to be complied with or performed by the party in accordance with this Agreement if 



such failure is not remedied on or before the thirtieth day after notice of such failure is given to the 
party; 

(iii) Credit Support Default. 

(1) Failure by the party or any Credit Support Provider of such party to comply with or 
perform any agreement or obligation to be complied with or performed by it in accordance 
with any Credit Support Document if such failure is continuing after any applicable grace 
period has elapsed; 

(2) the expiration or termination of such Credit Support Document or the failing or ceasing 
of such Credit Support Document to be in full force and effect for the purpose of this Agreement (in 
either case other than in accordance with its terms) prior to the satisfaction of all obligations 
of such party under each Transaction to which such Credit Support Document relates without 
the written consent of the other party; or 

(3) the party or such Credit Support Provider disaffms, disclaims, repudiates or rejects, in 
whole or in part, or challenges the validity of, such Credit Support Document; 

(iv) Misrepresentation. A representation made or repeated or deemed to have been made or 
repeated by the party or any Credit Support Provider of such party in this Agreement or any Credit 
Support Document proves to have been incorrect or misleading in any material respect when made 
or repeated or deemed to have been ma.de or repeated; 

(v) Default under Speciped Transaction. The party, any Credit Support Provider of such party or any 
applicable Specified Entity of such party (I) defaults under a Specified Transaction and, after 
giving effect to any applicable notice requirement or grace period, there occurs a liquidation of, an 
acceleration of obligations under, or an early termination of, that Specified Transaction, (2) defaults, 
after giving effect to any applicable notice requirement or grace period, in making any payment or delivery 
due on the last payment, delivery or exchange date of, or any payment on early termination 
of, a Specified Transaction (or such default continues for at least three Local Business Days if there 
is no applicable notice requirement or grace period) or (3) disaffirms, disclaims, repudiates or 
rejects, in whole or in part, a Specified Transaction (or such action is taken by any person or entity 
appointed or empowered to operate it or act on its behalf); 

(vi) Cross Default. If "Cross Default" is specified in the Schedule as applying to the party, the 
occurrence or existence of (1) a default, event of default or other similar condition or event (however 
described) in respect of such party, any Credit Support Provider of such party or any applicable 
Specified Entity of such party under one or more agreements or instruments relating to Specified 
Indebtedness of any of them (individually or collectively) in an aggregate amount of not less than 
the applicable Threshold Amount (as specified in the Schedule) which has resulted in such Specified 
Indebtedness becoming, or becoming capable at such time of being declared, due and payable under 
such agreements or instruments, before it would otherwise have been due and payable or (2) a default 
by such party, such Credit Support Provider or such Specified Entity (individually or coilectively) 
in making one or more payments on the due date thereof in an aggregate amount of not less than the 
applicable Threshold Amount under such agreements or instruments (after giving effect to any 
applicable notice requirement or grace period); 

(vii) Bankruptcy. The party, any Credit Support Provider of such party or any applicable Specified 
Entity of such party: - 

(1) is dissolved (other than pursuant to a consolidation, amalgamation or merger); (2) becomes 
insolvent or is unable to pay its debts or fails or admits in writing its inability generally to pay 
its debts as they become due; (3) makes a general assignment, arrangement or composition 
with or for the benefit of its creditors; (4) institutes or has instituted against it a proceeding 
seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy or 
insolvency law or other similar law affecting creditors' rights, or a petition is presented for its 



winding-up or liquidation, and, in the case of any such proceeding or petition instituted or presented 
against it, such proceeding or petition (A) results in a judgment of insolvency or bankruptcy or the 
entry of an order for relief or the making of an order for its winding-up or liquidation or (B) is not 
dismissed, discharged, stayed or restrained in each case within 30 days 
of the institution or presentation thereof; (5) has a resolution passed for its winding-up, official 
management or liquidation (other than pursuant to a consolidation, amalgamation or merger); 
(6) seeks or becomes subject to the appointment of an administrator, provisional liquidator, 
conservator, receiver, trustee, custodian or other similar official for it or for all or substantially 
all its assets; (7) has a secured party take possession of all or substantially all its assets or has 
a distress, execution, attachment, sequestration or other legal process levied enforced or sued 
on or against all or substantially all its assets and such secured party maintains possession, or 
any such process is not dismissed, discharged, stayed or restrained, in each case within 30 days 
thereafter; (8) causes or is subject to any event with respect to it which, under the applicable 
laws of any jurisdiction, has an analogous effect to any of the events specified in clauses (1) 
to (7) (inclusive); or (9) takes any action in furtherance of, or indicating its consent to, approval 
of, or acquiescence in, any of the foregoing acts; or 

(viii) Merger Without Assumption. The party or any Credit Support Provider of such party 
consolidates or amalgamates with, or merges with or into, or transfers all or substantially all its assets 
to, another entity and, at the time of such consolidation, amalgamation, merger or trarsfer: - 

(1) the resulting, surviving or transferee entity fails to assume all the obligations of such party 
or such Credit Support Provider under this Agreement or any Credit Support Document to 
which it or its predecessor was a party by operation of law or pursuant to an agreement 
reasonably satisfactory to the other party to this Agreement; or 

(2) the benefits of any Credit Support Document fail to extend (without the consent of the 
other party) to the performance by such resulting, surviving or transferee entity of its 
obligations under this Agreement. 

(b) Termination Events. The occurrence at any time with respect to a party or, if applicable, any Credit 
Support Provider of such party or any Specified Entity of such party of any event specified below constitutes 
an Illegality if the event is specified in (i) below, and, if specified to be applicable, a Credit Event Upon 
Merger if the event is specified pursuant to (ii) below or an Additional Termination Event if the event is 
specified pursuant to (iii) below: - 

(i) Illegality. Due to the adoption of, or any change in, any applicable law after the date on which 
a Transaction is entered into, or due to the promulgation of, or any change in, the interpretation by 
any court tribunal or regulatory authority with competent jurisdiction of any applicable law after 
such date, it becomes unlawful (other than as a result of a breach by the party of Section 4(b)) for 
such party (which will be the Affected Party)- 

(1) to perform any absolute or contingent obligation to make a payment or delivery or to 
receive a payment or delivery in respect of such Transaction or to comply with any other 
material provision of this Agreement relating to such Transaction; or 

(2) to perform, or for any Credit Support Provider of such party to perform, any contingent 
or other obligation which the party (or such Credit Support Provider) has under any Credit 
Support Document relating to such Transaction; 

(ii) Credit Event Upon Merger. If "Credit Event Upon Merger" is specified in the Schedule as applying 
to the party, such party ("X"), any Credit Support Provider of X or any applicable Specified Entity of X 
consolidates or amalgamates with, or merges with or into, or transfers all or substantially all its assets 
to, another entity and such action does not constitute an event described in Section 5(a)(viii) but the 
creditworthiness of the resulting, surviving or transferee entity is materially weaker than that of X, such 
Credit Support Provider or such Specified Entity, as the case may be, immediately prior to such action 
(and, in such event, X or its successor or transferee, as appropriate, will be the Affected Party); or 



(iii) Additional Termination Event. If any "Additional Termination Event" is specified in the 
Schedule or any Confirmation as applying, the occurrence of such event (and, in such event, the 
Affected Party or Affected Parties shall be as specified for such Additional Termination Event in 
the Schedule or such Confirmation). 

(c) Event of Default and Illegality. If an event or circumstance which would otherwise constitute or 
give rise to an Event of Default also constitutes an Illegality, it will be treated as an Illegality and will not 
constitute an Event of Default. 

6. Early Termination 

(a) Right to Terminate Following Event of Default. If at any time an Event of Default with respect to 
a party (the "Defaulting Party") has occurred and is then continuing, the other party (the "Non-defaulting 
Party") may, by not more than 20 days notice to the Defaulting Party specifying the relevant Event of Default, 
designate a day not earlier than the day such notice is effective as an Early Termination Date in respect of 
all outstanding Transactions. If, however, '"Automatic Early Termination" is specified in the Schedule as 
applying to a party, then an Early Termini5tion Date in respect of all outstanding Transactions will occur 
immediately upon the occurrence with respect to such party of an Event of Default specified in 
Section 5(a)(vii)(l), (3), (5), (6) or, to the extent analogous thereto, (8), and as of the time immediately preceding 
the institution of the relevant proceeding or the presentation of the relevant petition upon the occurrence with 
respect to such party of an Event of Default specified in Section 5(a)(vii)(4) or, to the extent analogous thereto, 
(8). 

(b) Right to Terminate Following Termination Event. 

(i) Notice. If a Termination Event occurs, an Affected Party will, promptly upon becoming aware of 
it, notify the other party, specifying the nature of that Termination Event and each Affected Transaction 
and will also give such other information about that Termination Event as the other party may reasonably 
require. 

(ii) Two Affected Parties. If an Illegality under section 5(b)(i)(l) occurs and there are two 
Affected Parties, each party will use all reasonable efforts to reach agreement within 30 days after 
notice thereof is given under Section 6(b)(i) on action to avoid that Termination Event. 

(iii) Right to Terminate. If:- 

(1) an agreement under Section 6(b)(ii) has not been effected with respect to all Affected 
Transactions within 30 days after an Affected Party gives notice under Section 6(b)(i); or 

(2) an Illegality other than that referred to in Section 6(b)(ii), a Credit Event Upon Merger 
or an Additional Termination Event occurs, 

either party in the case of an Illegality, any Affected Party in the case of an Additional Termination 
Event if there is more than one Affected Party, or the party which is not the Affected Party in the 
case of a Credit Event Upon Merger or an Additional Termination Event if there is only one Affected 
Party may, by not more than 20 days notice to the other party and provided that the relevant 
Termination Event is then continuing, designate a day not earlier than the day such notice is effective 
as an Early Termination Date in respect of all Affected Transactions. 

(c) Effect of Designation. 

(i) If notice designating an Early Termination Date is given under Section 6(a) or (b), the Early 
Termination Date will occur on the date so designated, whether or not the relevant Event of Default 
or Termination Event is then continuing. 



(ii) Upon the occurrence or effective designation of an Early Termination Date, no further 
payments or deliveries under Section 2(a)(i) or 2(d) in respect of the Terminated Transactions will 
be required to be made, but without prejudice to the other provisions of this Agreement. The amount, 
if any, payable in respect of an Early Termination Date shall be determined pursuant to Section 6(e). 

(d) Calculations. 

(i) Statement. On or as soon as reasonably practicable following the occurrence of an Early 
Termination Date, each party will make the calculations on its part, if any, contemplated by Section 6(e) 
and will provide to the other party a statement (1) showing, in reasonable detail, such calculations 
(including all relevant quotations and specifying any amount payable under Section 6(e)) and (2) giving 
details of the relevant account to which any amount payable to it is to be paid. In the absence of written 
confirmation from the source of a quotation obtained in determining a Market Quotation, the records of 
the party obtaining such quotation will be conclusive evidence of the existence and accuracy of such 
quotation. 

(ii) Payment Date. An amount calculated as being due in respect of any Early Termination Date 
under Section 6(e) will be payable on the day that notice of the amount payable is effective (in the 
case of an Early Termination Date which is designated or occurs as a result of an Event of Default) 
and on the day which is two Local Business Days after the day on which notice of the amount payable 
is effective (in the case of an Early Termination Date which is designated as a result of a Termination 
Event). Such amount will be paid together with (to the extent permitted under applicable law) 
interest thereon (before as well as after judgment), from (and including) the relevant Early 
Termination Date to (but excluding) the date such amount is paid, at the Applicable Rate. Such 
interest will be calculated on the basis of daily compounding and the actual number of days elapsed. 

(e) Payments on Early Termination. If an Early Termination Date occurs, the following provisions 
shall apply based on the parties' election in the Schedule of a payment measure, either "Market Quotation" 
or "Loss", and a payment method, either the "First Method" or the "Second Method". If the parties fail to 
designate a payment measure or payment method in the Schedule, it will be deemed that "Market Quotation" 
or the "Second Method", as the case may be, shall apply. The amount, if any, payable in respect of an Early 
Termination Date and determined pursuant to this Section will be subject to any Seeoff. 

(i) Events of Default. If the Early Termination Date results from an Event of Default:- 

( 1 )  First Method and Market Quotation. If the First Method and Market Quotation apply, the 
Defaulting Party will pay to the Non-defaulting Party the excess, if a positive number, of 
(A) the sum of the Settlement Amount (determined by the Non-defaulting Party) in respect of 
the Terminated Transactions and the Unpaid Amounts owing to the Non-defaulting Party over 
(B) the Unpaid Amounts owing to the Defaulting Party. 

(2) First Method and Loss. If the First Method and Loss apply, the Defaulting Party will pay 
to the Non-defaulting Party, if a positive number, the Non-defaulting Party's Loss in respect 
of this Agreement. 

(3) Second Method and Market Quotation. If the Second Method and Market Quotation apply, 
an amount will be payable equal to (A) the sum of the Settlement Amount (determined by the 
Non-defaulting Party) in respect of the Terminated Transactions and the Unpaid Amounts 
owing to the Non-defaulting Party less (B) the Unpaid Amounts owing to the Defaulting Party. 
If that amount is a positive number, the Defaulting Party will pay it to the Non-defaulting Party; 
if it is a negative number, the Non-defaulting Party will pay the absolute value of that amount 
to the Defaulting Party. 

(4)  Second Method and Loss. If the Second Method and Loss apply, an amount will be payable 
equal to the Non-defaulting Party's Loss in respect of this Agreement. If that amount is a 
positive number, the Defaulting Party will pay it to the Non-defaulting Party; if it is a negative 



number, the Non-defaulting Party will pay the absolute value of that amount to the Defaulting Party. 

(ii) Termination Events. If the Early Termination Date results from a Termination Event- 

( 1 )  One Affected Party. If there is one Affected Party, the amount payable will be determined in 
accordance with Section 6(e)(i)(3), if Market Quotation applies, or Section 6(e)(i)(4). if Loss 
applies, except that, in either case, references to the Defaulting Party and to the Non-defaulting 
Party will be deemed to be references to the Affected Party and the party which is not the 
Affected Party, respectively, and, if Loss applies and fewer than all the Transactions are being 
terminated, Loss shall be calculated in respect of all Terminated Transactions. 

(2 )  Two Affected Parties. If theire are two Affected Parties:- 

(A) if Market Quotation applies, each party will determine a Settlement Amount in respect 
of the Terminated Transac:tions, and an amount will be payable equal to (I) the sum of 
(a) one-half of the difference between the Settlement Amount of the party with the higher 
Settlement Amount ("Xu) and the Settlement Amount of the party with the lower Settlement 
Amount ("Y") and (b) the Unpaid Amounts owing to X less (11) the Unpaid Amounts owing 
to Y; and 

(B) if Loss applies, each party will determine its Loss in respect of this Agreement (or, if 
fewer than all the Transactions are being terminated, in respect of all Terminated 
Transactions) and an amount will be payable equal to one-half of the difference between the 
Loss of the party with thle higher Loss ("Xu) and the Loss of the party with the lower 
Loss ("Y"). 

If the amount payable is a positive number, Y will pay it to X; if it is a negative number, X 
will pay the absolute value of that amount to Y. 

(iii) Adjustment for Bankruptcy. In circumstances where an Early Termination Date occurs 
because "Automatic Early Termination" applies in respect of a party, the amount determined under 
this Section 6(e) will be subject to such adjustments as are appropriate and permitted by law to 
reflect any payments or deliveries made by one party to the other under this Agreement (and retained 
by such other party) during the period from the relevant Early Termination Date to the date for 
payment determined under Section 6(d)(ii). 

(iv) Pre-Estimate. The parties agree that if Market Quotation applies an amount recoverable under 
this Section 6(e) is a reasonable pre-estimate of loss and not a penalty. Such amount is payable for 
the loss of bargain and the loss of protection against future risks and except as otherwise provided 
in this Agreement neither party will be entitled to recover any additional damages as a consequence 
of such losses. 

7. Transfer 

Neither this Agreement nor any interest or obligation in or under this Agreement may be transferred (whether 
by way of security or otherwise) by either ]party without the prior written consent of the other party, except 
that:- 

(a) a party may make such a transfer of this Agreement pursuant to a consolidation or amalgamation 
with, or merger with or into, or transfer of' all or substantially all its assets to, another entity (but without 
prejudice to any other right or remedy under this Agreement); and 

(b) a party may make such a transfer of all or any part of its interest in any amount payable to it from 
a Defaulting Party under Section 6(e). 

Any purported transfer that is not in compliance with this Section will be void. 



8. Miscellaneous 

(a) Entire Agreement. This Agreement constitutes the entire agreement and understanding of the parties with 
respect to its subject matter and supersedes all oral communication and prior writings with respect 
thereto. 

(b) Amendments. No amendment, modification or waiver in respect of this Agreement will be effective 
unless in writing (including a writing evidenced by a facsimile transmission) and executed by each of the 
parties or confirmed by an exchange of telexes or electronic messages on an electronic messaging system. 

(c) Survival of Obligations. Without prejudice to Sections 2(a)(iii) and 6(c)(ii), the obligations of the 
parties under this Agreement will survive the termination of any Transaction. 

(d) Remedies Cumulative. Except as provided in this Agreement, the rights, powers, remedies and 
privileges provided in this Agreement are cumulative and not exclusive of any rights, powers, remedies 
and privileges provided by law. 

(e) Counterparts and Confirmations. 

(i) This Agreement (and each amendment, modification and waiver in respect of it) may be 
executed and delivered in counterparts (including by facsimile transmission), each of which will be 
deemed an original. 

(ii) The parties intend that they are legally bound by the terms of each Transaction from the moment 
they agree to those terms (whether orally or otherwise). A Confirmation shall be entered into as 
soon as practicable and may be executed and delivered in counterparts (including by facsimile 
transmission) or be created by an exchange of telexes or by an exchange of electronic messages on 
an electronic messaging system, which in each case will be sufficient for all purposes to evidence 
a binding supplement to this Agreement. The parties will specify therein or through another effective 
means that any such counterpart, telex or electronic message constitutes a Confirmation. 

(0 No Waiver of Rights. A failure or delay in exercising any right, power or privilege in respect of this 
Agreement will not be presumed to operate as a waiver, and a single or partial exercise of any right, power 
or privilege will not be presumed to preclude any subsequent or further exercise, of that right, power or 
privilege or the exercise of any other right, power or privilege. 

(g) Headings. The headings used in this Agreement are for convenience of reference only and are not 
to affect the construction of or to be taken into consideration in interpreting this Agreement. 

9. Expenses 

A Defaulting Party will, on demand, indemnify and hold harmless the other party for and against all 
reasonable out-of-pocket expenses, including legal fees, incurred by such other party by reason of the 
enforcement and protection of its rights under this Agreement or any Credit Support Document to which the 
Defaulting Party is a party or by reason of the early termination of any Transaction, including, but not limited 
to, costs of collection. 

10. Notices 

(a) Effectiveness. Any notice or other communication in respect of this Agreement may be given in any 
manner set forth below (except that a notice or other communication under Section 5 or 6 may not be given 
by facsimile transmission or electronic messaging system) to the address or number or in accordance with 
the electronic messaging system details provided (see the Schedule) and will be deemed effective as 
indicated: - 

(i) if in writing and delivered in person or by courier, on the date it is delivered; 

(ii) if sent by telex, on the date the recipient's answerback is received; 



(iii) if sent by facsimile transmission, on the date that transmission is received by a responsible 
employee of the recipient in legible form (it being agreed that the burden of proving receipt will be 
on the sender and will not be met by a transmission report generated by the sender's facsimile 
machine); 

(iv) if sent by certified or registered mail (airmail, if overseas) or the equivalent (return receipt 
requested), on the date that mail is delivered or its delivery is attempted; or 

(v) if sent by electronic messaging system, on the date that electronic message is received, 

unless the date of that delivery (or attempted delivery) or that receipt, as applicable, is not a Local Business 
Day or that communication is delivered (or attempted) or received, as applicable, after the close of business 
on a Local Business Day, in which case that communication shall be deemed given and effective on the first 
following day that is a Local Business Day. 

(b) Change of Addresses. Either party may by notice to the other change the address, telex or facsimile 
number or electronic messaging system details at which notices or other communications are to be given to 
it. 

11. Governing Law and Jurisdiction 

(a) Governing Law. This Agreement will be governed by and construed in accordance with the law 
specified in the Schedule. 

(b) Jurisdiction. With respect to any suit, action or proceedings relating to this Agreement 
("Proceedings"), each party irrevocably:- 

(i) submits to the jurisdiction of tlhe English courts, if this Agreement is expressed to be governed 
by English law, or to the non-exclusive jurisdiction of the courts of the State of New York and the 
United States District Court located in the Borough of Manhattan in New York City, if this 
Agreement is expressed to be governed by the laws of the State of New York; and 

(ii) waives any objection which it may have at any time to the laying of venue of any Proceedings 
brought in any such court, waives any claim that such Proceedings have been brought in an 
inconvenient forum and further waives the right to object, with respect to such Proceedings, that 
such court does not have any jurisdiction over such party. 

Nothing in this Agreement precludes eith~er party from bringing Proceedings in any other jurisdiction 
(outside, if this Agreement is expressed to be governed by English law, the Contracting States, as defined 
in Section l(3) of the Civil Jurisdiction and Judgments Act 1982 or any modification, extension or 
re-enactment thereof for the time being in force) nor will the bringing of Proceedings in any one or more 
jurisdictions preclude the bringing of Proceedings in any other jurisdiction. 

(c) Waiver of lmm unities. Each party irrevocably waives, to the fullest extent permitted by applicable 
law, with respect to itself and its revenues and assets (irrespective of their use or intended use), all immunity 
on the grounds of sovereignty or other similar grounds from (i) suit, (ii) jurisdiction of any court, (iii) relief 
by way of injunction, order for specific performance or for recovery of property, (iv) attachment of its assets 
(whether before or after judgment) and (v:) execution or enforcement of any judgment to which it or its 
revenues or assets might otherwise be entitled in any Proceedings in the courts of any jurisdiction and irrevocably 
agrees, to the extent permitted by applicable law, that it will not claim any such immunity in any Proceedings. 

12. Definitions 

As used in this Agreement:- 

"Additional Termination Event" has the meaning specified in Section 5(b). 

"Affected Party" has the meaning specified in Section 5(b). 



"Affected Transactions" means (a) with respect to any Termination Event consisting of an Illegality, all 
Transactions affected by the occurrence of such Termination Event and (b) with respect to any other Termination 
Event, all Transactions. 

"Affiliate" means, subject to the Schedule, in relation to any person, any entity controlled, directly or 
indirectly, by the person, any entity that controls, directly or indirectly, the person or any entity directly or 
indirectly under common control with the person. For this purpose, "control" of any entity or person means 
ownership of a majority of the voting power of the entity or person. 

"Applicable Rate" means: - 

(a) in respect of obligations payable or deliverable (or which would have been but for Section 2(a)(iii)) 
by a Defaulting Party, the Default Rate; 

(b) in respect of an obligation to pay an amount under Section 6(e) of either party from and after the date 
(determined in accordance with Section 6(d)(ii)) on which that amount is payable, the Default Rate; 

(c) in respect of all other obligations payable or deliverable (or which would have been but for 
Section 2(a)(iii)) by a Non-defaulting Party, the Non-default Rate; and 

(d) in all other cases, the Termination Rate. 

"consent" includes a consent, approval, action, authorisation, exemption, notice, filing, registration or 
exchange control consent. 

"Credit Event Upon Merger" has the meaning specified in Section 5(b). 

"Credit Support Document" means any agreement or instrument that is specified as such in this Agreement. 

"Credit Support Provider" has the meaning specified in the Schedule. 

"Default Rate" means a rate per annum equal to the cost (without proof or evidence of any actual cost) to 
the relevant payee (as certified by it) if it were to fund or of funding the relevant amount plus 1% per annum. 

"Defaulting Party" has the meaning specified in Section 6(a). 

"Early Termination Date" means the date determined in accordance with Section 6(a) or 6(b)(iii). 

"Event of Default" has the meaning specified in Section 5(a) and, if applicable, in the Schedule. 

"Illegality" has the meaning specified in Section 5(b). 

"law" includes any treaty, law, rule or regulation and "lawful" and "unlawful" will be construed accordingly. 

"Local Business Day" means, subject to the Schedule, a day on which commercial banks are open for 
business (including dealings in foreign exchange and foreign currency deposits) (a) in relation to any 
obligation under Section 2(a)(i), in the place(s) specified in the relevant Confirmation or, if not so specified, 
as otherwise agreed by the parties in writing or determined pursuant to provisions contained, or incorporated 
by reference, in this Agreement, (b) in relation to any other payment, in the place where the relevant account 
is located (c) in relation to any notice or other communication, including notice contemplated under 
Section 5(a)(i), in the city specified in the address for notice provided by the recipient and, in the case of a 
notice contemplated by Section 2(b), in the place where the relevant new account is to be located and (d) in 
relation to Section 5(a)(v)(2), in the relevant locations for performance with respect to such Specified 
Transaction. 

"Loss" means, with respect to this Agreement or one or more Terminated Transactions, as the case may be, and a 
party, an amount that party reasonably determines in good faith to be its total losses and costs (or gain, 
in which case expressed as a negative number) in connection with this Agreement or that Terminated 
Transaction or group of Terminated Transactions, as the case may be, including any loss of bargain, cost of 
funding or, at the election of such party but without duplication, loss or cost incurred as a result of its 
terminating, liquidating, obtaining or reestablishing any hedge or related trading position (or any gain 



resulting from any of them). Loss includes losses and costs (or gains) in respect of any payment or delivery 
required to have been made (assuming satisfaction of each applicable condition precedent) on or before the 
relevant Early Termination Date and not made, except, so as to avoid duplication, if Section 6(e)(i)(l) or (3) 
or 6(e)(ii)(2)(A) applies. Loss does not include a party's legal fees and out-of-pocket expenses referred to 
under Section 9. A party will determine its Loss as of the relevant Early Termination Date, or, if that is not 
reasonably practicable, as of the earliest date thereafter as is reasonably practicable. A party may (but need 
not) determine its Loss by reference to quotations of relevant rates or prices from one or more leading dealers 
in the relevant markets. 

"Market Quotation" means, with respect to one or more Terminated Transactions and a party making the 
determination, an amount determined on the basis of quotations from Reference Market-makers. Each 
quotation will be for an amount, if any, that would be paid to such party (expressed as a negative number) 
or by such party (expressed as a positive number) in consideration of an agreement between such party (taking 
into account any existing Credit Support Document with respect to the obligations of such party) and the 
quoting Reference Market-maker to enter into a transaction (the "Replacement Transaction") that would 
have the effect of preserving for such party the economic equivalent of any payment or delivery (whether 
the underlying obligation was absolute or contingent and assuming the satisfaction of each applicable 
condition precedent) by the parties under Se:ction 2(a)(i) in respect of such Terminated Transaction or group 
of Terminated Transactions that would, but for the occurrence of the relevant Early Termination Date, have 
been required after that date. For this purpose, Unpaid Amounts in respect of the Terminated Transaction or 
group of Terminated Transactions are to be excluded but, without limitation, any payment or delivery that would, 
but for the relevant Early Termination Date, have been required (assuming satisfaction of each 
applicable condition precedent) after that Early Termination Date is to be included. The Replacement 
Transaction would be subject to such documentation as such party and the Reference Market-maker may, in good 
faith, agree. The party making the determination (or its agent) will request each Reference 
Market-maker to provide its quotation to ithe extent reasonably practicable as of the same day and time 
(without regard to different time zones) on or as soon as reasonably practicable after the relevant Early 
Termination Date. The day and time as of which those quotations are to be obtained will be selected in good 
faith by the party obliged to make a determination under Section 6(e), and, if each party is so obliged, after 
consultation with the other. If more than three quotations are provided, the Market Quotation will be the 
arithmetic mean of the quotations, without regard to the quotations having the highest and lowest values. If 
exactly three such quotations are provided, the Market Quotation will be the quotation remaining after 
disregarding the highest and lowest quotations. For this purpose, if more than one quotation has the same highest 
value or lowest value, then one of such quotations shall be disregarded. If fewer than three quotations are 
provided, it will be deemed that the Marke:t Quotation in respect of such Terminated Transaction or group 
of Terminated Transactions cannot be determined. 

"Non-defauk Rate" means a rate per annunn equal to the cost (without proof or evidence of any actual cost) 
to the Non-defaulting Party (as certified by it) if it were to fund the relevant amount. 

"Non-defaulting Party" has the meaning specified in Section 6(a). 

''Potential Event of Default" means any event which, with the giving of notice or the lapse of time or both, 
would constitute an Event of Default. 

"Reference Market-makers" means four leading dealers in the relevant market selected by the party determining 
a Market Quotation in good faith (a) from imong dealers of the highest credit standing which satisfy all the 
criteria that such party applies generally at the time in deciding whether to offer or to make 
an extension of credit and (b) to the extent practicable, from among such dealers having an office in the same 
city. 

"Scheduled Payment Date" means a date on which a payment or delivery is to be made under Section 2(a)(i) 
with respect to a Transaction. 

"Set-ofp means set-off, offset, combinatioin of accounts, right of retention or withholding or similar right 
or requirement to which the payer of an amount under Section 6 is entitled or subject (whether arising under 



this Agreement, another contract, applicable law or otherwise) that is exercised by, or imposed on, such 
payer. 

"Settlement Amount" means, with respect to a party and any Early Termination Date, the sum of+ 

(a) the Market Quotations (whether positive or negative) for each Terminated Transaction or group of 
Terminated Transactions for which a Market Quotation is determined; and 

(b) such party's Loss (whether positive or negative and without reference to any Unpaid Amounts) for 
each Terminated Transaction or group of Terminated Transactions for which a Market Quotation cannot be 
determined or would not (in the reasonable belief of the party making the determination) produce a commercially 
reasonable result. 

"Specljied Entity" has the meaning specified in the Schedule. 

"Specijied Indebtedness" means, subject to the Schedule, any obligation (whether present or future, 
contingent or otherwise, as principal or surety or otherwise) in respect of borrowed money. 

"Specified Transaction" means, subject to the Schedule, (a) any transaction (including an agreement with respect 
thereto) now existing or hereafter entered into between one party to this Agreement (or any Credit Support 
Provider of such party or any applicable Specified Entity of such party) and the other party to this Agreement (or 
any Credit Support Provider of such other party or any applicable Specified Entity of such other party) which is a 
rate swap transaction, basis swap, forward rate transaction, commodity swap, commodity option, equity or equity 
index swap, equity or equity index option, bond option, interest rate option, foreign exchange transaction, cap 
transaction, floor transaction, collar transaction, currency swap transaction, cross-currency rate swap transaction, 
currency option or any other similar transaction (including any option with respect to any of these transactions), 
(b) any combination of these transactions and (c) any other transaction identified as a Specified Transaction in 
this Agreement or the relevant confirmation. 

"Terminated Transactions" means with respect to any Early Termination Date (a) if resulting from a 
Termination Event, all affected Transactions and (b) if resulting from an Event of Default, all Transactions 
(in either case) in effect immediately before the effectiveness of the notice designating that Early Termination 
Date (or, if "Automatic Early Termination" applies, immediately before that Early Termination Date). 

"Termination Event" means an Illegality or, if specified to be applicable, a Credit Event Upon Merger or 
an Additional Termination Event. 

"Termination Rate" means a rate per annum equal to the arithmetic mean of the cost (without proof or 
evidence of any actual cost) to each party (as certified by such party) if it were to fund or of funding such 
amounts. 

"Unpaid Amounts" owing to any party means, with respect to an Early Termination Date, the aggregate of 
(a) in respect of all Terminated Transactions, the amounts that became payable (or that would have become 
payable but for Section 2(a)(iii)) to such party under Section 2(a)(i) on or prior to such Early Termination 
Date and which remain unpaid as at such Early Termination Date and (b) in respect of each Terminated 
Transaction, for each obligation under Section 2(a)(i) which was (or would have been but for 
Section 2(a)(iii)) required to be settled by delivery to such party on or prior to such Early Termination Date 
and which has not been so settled as at such Early Termination Date, an amount equal to the fair market 
value of that which was (or would have been) required to be delivered as of the originally scheduled date 
for delivery, in each case together with (to the extent permitted under applicable law) interest, in the currency 
of such amounts, from (and including) the date such amounts or obligations were or would have been required 
to have been paid or performed to (but excluding) such Early Termination Date, at the Applicable Rate. Such 
amounts of interest will be calculated on the basis of daily compounding and the actual number of days 
elapsed. The fair market value of any obligation referred to in clause (b) above shall be reasonably determined 



by the party obliged to make the determination under Section 6(e) or, if each party is so obliged, it shall be 
the average of the fair market values reasonably determined by both parties. 

IN WITNESS WHEREOF the parties have executed this document on the respective dates specified below 
with effect from the date specified on the first, page of this document. 

Bank of America, N.A. Modesto Public Financing Authority 
............................................................................ ........................................................................... 

(Name of Party) (Name of Party) 

By: By: 
................................................................. 
Name: 

Title: PrSncinn! Title: 

Date: Date: 



by the party obliged to make the determinat~on under Section 6(e) or, if each party is so obliged, it shall be 
the average of the fair market values reasonably determined by both parties. 

IN WITNESS WHEREOF the parties have executed this document on the respectwe dates specified below 
with effect from the date specified on the first page of this document. 

Bank of America, N.A. Modesto Public Financing Authority 
.................................................................... ........................................................................ 

(Name of Party) (Name of Party) 

By: By: 
................... ........... ............................................................... ... 

Name: Name: 

Title: 

Date: Date: 8/~51. /3~ 



EXECUTION COPY 

(Local Currency-Single Jurisdiction) 

ISDA, 
International Swap Dealers Association, Inc. 

U.S. MUNICIPAL COUNTERPARTY SCHEDULE 
to the 

Master Agreement 

dated as of August 22,2008 

Between BANK OF AMERICA, N.A. and MODEST0 PUBLIC FINANCING 
AUTHORITY 

(''Party A") ("Party B") 

PART 1 : Termination Provisions 

(a) "Specified Entity" means in relation to Party A for the purpose of:- 

Section 5(a)(v) (Default under Specified Transaction), none; 

Section 5(a)(vi) (Cross Default), none; 

Section S(a)(vii) (Bankruptcy), none; and 

Section 5(b)(ii) (Credit Event Upon Merger), none; 

in relation to Party B for the purpose o f -  

Section 5(a)(v) (Default under Specified Transaction) none; 

Section 5(a)(vi) (Cross Default), none; 

Section 5(a)(vii) (Bankruptcy), none; and 

Section 5(b)(ii) (Credit Event Upon Merger), none. 

(b) "Specified Transaction" will have the meaning specified in Section 12. 

(c) The "Cross-Default" provisions of Section S(a)(vi) (as amended in Part 5(e)) 
will apply to Party A and 
will apply to Party B. 

In connection therewith: 



"Specified Indebtedness" will not have the meaning specified in Section 12, and such definition 
shall be replaced by the following: With respect to Party A, any obligation in respect of the 
payment of moneys (whether present or future, contingent or otherwise, as principal or surety or 
otherwise), excluding obligations in respect of deposits received in the ordinary course of Party 
A's banking business; and with respect to Party B, any obligation payable from, or secured by, 
amounts received under any lease or similar agreements to which Party B is a party." 

"Threshold Amount" means, with respect to Party A, an amount equal to three percent (3%) of 
the Shareholders' Equity of Bank of America Corporation and, with respect to Party B, Five 
Million United States Dollars ($5,000,000). 

"SharehoCdersl Equity" means, with respect to Party A, at any time, the sum (as shown in its 
most recent annual audited financial statements) of (i) its capital stock (including preferred stock) 
outstanding, taken at par value, (ii) its capital surplus and (iii) its retained earnings, minus (iv) 
treasury stock, each to be determined in accordance with generally accepted accounting 
principles. 

(d) The "Credit Event Upon Merger" provisions of Section 5(b)(ii) 
will apply to Party A 
will apply to Party B. 

(e) The "Automatic Early Terminatie~n" provision of Section 6(a) 
will not apply to Party A 
will not apply to Party B; 

provided, however, that with respect to a party, where the Event of Default specified in Section 
S(a)(vii)(l), (3), (4), (5 ) ,  (6) o r  to the extent analogous thereto, (8) is governed by a system of law 
which does not permit termination to take place after the occurrence of the relevant Event of 
Default, then the Automatic Early Termination provisions of Section 6(a) will apply to such 
party. 

Section 6(e)(iii). Section 6(e)(iii) of this Agreement shall be amended to include the following 
sentences after the existing sentence: 

"In addition to and notwithstanding anything to the contrary in the preceding sentence of this 
Section 6(e)(iii), if an Early Termination Date is deemed to have occurred under Section 6(a) as a 
result of Automatic Early Termination, the Defaulting Party hereby agrees to indemnify the Non- 
Defaulting Party on demand against all loss or damage that the Non-Defaulting Party may sustain 
or incur in respect of each Transaction as a result of movement in interest rates, currency 
exchange rates or market quotations between the Early Termination Date and the date (the 
'Determination Date') upon which the Non-Defaulting Party obtains the information confirming 
the existence of the Event of Default leading to the deemed Early Termination Date under Section 
6(a) that has been derived from reasonably reliable source of information, including publicly 
available information, such as Telerate, Reuters, Financial Times and The Wall Street Journal. 

If the Non-Defaulting Party shall determine that it would gain or benefit from the movement in 
interest rates, currency exchange rates or market quotations between the Early Termination Date 
and the Determination Date, the amount of such gain or benefit shall be deducted from the 
amount payable by the Defaulting Party pursuant to Section 6(e)(i). 



The Determination Date shall be a date not later than the date upon which creditors generally of 
the Defaulting Party are notified of the occurrence of the Event of Default leading to the deemed 
Early Termination Date." 

(f) Payments on Early Termination. For the purpose of Section 6(e): 

(i) Market Quotation will apply. 

(ii) The Second Method will apply. 

(g) Additional Termination Event will apply. The following events shall constitute Additional 
Termination Events hereunder: 

(i) A Ratings Event occurs with respect to Party B and Party B fails, within thirty (30) 
General Business Days of such Ratings Event, to either (i) assign this Agreement and all 
Transactions hereunder to a third party reasonably satisfactory to Party A, (ii) provide, 
from time to time, a letter of credit, surety or other insurance policy in form and 
substance satisfactory to Party A or (iii) Transfer Eligible Collateral pursuant to the 
Credit Support Annex. For purposes of this Termination Event, "Ratings Event" means 
that (a) the long-term ratings (without regard to any third party credit enhancement) on 
the Bonds issued under the Covered Indenture are lower than "BBB" by Fitch and "BBB" 
by S&P or (b) either such rating is withdrawn or suspended. Party B shall be the sole 
Affected Party with respect to this Additional Termination Event. 

(ii) A Ratings Event occurs with respect to Party A and Party A fails, within thirty (30) 
General Business Days of such Ratings Event, to either (i) assign this Agreement and all 
Transactions hereunder to a third party reasonably satisfactory to Party B or (ii) provide, 
from time to time, a letter of credit, surety or other insurance policy in form and 
substance satisfactory to Party B. For purposes of this Termination Event, "Ratings 
Event" means that (a) the unenhanced ratings (without regard to any third party credit 
enhancement) of its long-term certificates of deposit are lower than "A3" by Moody's, 
and "A-" by S&P or (b) either such rating is withdrawn or suspended. Party A shall be 
the sole Affected Party with respect to this Additional Termination Event. 

(h) Events of Default. 

(i) Bankruptcy. Clause (6)  of Section 5(a)(vii) of this Agreement is hereby amended to read in its 
entirety as follows: 

"(6)(A) seeks or becomes subject to the appointment of an administrator, 
provisional liquidator, conservator, receiver, trustee, custodian or other similar 
official for it or for all or substantially all its assets or (B) in the case of a 
Government Entity, any Credit Support Provider of such Government Entity or 
any applicable Specified Entity of such Government Entity, (I) there shall be 
appointed or designated with respect to it, an entity such as an organization, 
board, commission, authority, agency or body to declare a financial emergency or 
similar state of financial distress with respect to it or (11) there shall be declared 
by it or by any legislative or regulatory body with competent jurisdiction over it, 
the existence of a state of financial emergency or similar state of financial 
distress in respect of it;". 



(ii) Merger Without Assumption. Section S(a)(viii) of this Agreement is hereby amended to read 
in its entirety as follows: 

"(viii) Merger Without Assumption. The party or any Credit Support Provider of 
such party consolidates or amalgamates with, or merges with or into, or transfers 
all or substantially all its assets to, another entity (or, without limiting the 
foregoing, if such party is a Government Entity, an entity such as an organization, 
board, commission, authority, agency or body succeeds to the principal functions 
of, or powers and duties granted to, such party or any Credit Support Provider of 
such party) and, at the time of such consolidation, amalgamation, merger, transfer 
or succession: 

(1) the resulting, surviving, transferee or successor entity fails to assume 
all the obligation:; of such party or such Credit Support Provider under 
this Agreement or any Credit Support Document to which it or its 
predecessor was a party by operation of law or pursuant to an agreement 
reasonably satisfactory to the other party to this Agreement; or 

(2) the benefits of any Credit Support Document fail to extend (without 
the consent of the other party) to the performance by such resulting, 
surviving, transferee or successor entity of its obligations under this 
Agreement." 

(iii) Covered Indenture. Section S(a)(ix) of this Agreement is hereby added to read in its entirety 
as follows: 

"(ix) Covered Indenture. With respect to the Government Entity, any Event of Default 
under the Covered Indenture (and as defined therein) shall be an Event of Default under 
this Agreement." 

(i) Termination Events. Section S(b)(ii) of this Agreement is hereby amended to read in its entirety 
as follows: 

"(ii) Credit Event Upon Merger. If "Credit Event Upon Merger" is specified in 
the Schedule as applying, to the party, such party ("X"), any Credit Support 
Provider of X or any applicable Specified Entity of X consolidates or 
amalgamates with, or merges with or into, or transfers all or substantially all its 
assets to, another entity (or, without limiting the foregoing, if X is a Government 
Entity, an entity such as an organization, board, commission, authority, agency or 
body succeeds to the principal functions of, or powers and duties granted to, X, 
any Credit Support Provider of X or any Specified Entity of X) and such action 
does not constitute an event described in Section S(a)(viii) but the 
creditworthiness of the resulting, surviving, transferee or successor entity is 
materially weaker than that of X, such Credit Support Provider or such Specified 
Entity, as the case may be, immediately prior to such action (and, in such event, 
X or its successor or transferee, as appropriate, will be the sole Affected Party); 
or". 

PART 2: Ameement to Deliver Documents 

For the purpose of Section 4(a) of this Agreement, each party agrees to deliver the following documents:- 



Pam' Date by which to be 
required to delivered 
deliver 
document 

Party B Annual Report of Party B and of To be made available 
any Credit Support Provider on 
thereof containing audited, www.ci.modesto.ca.u 
consolidated financial statements $ as soon as 
certified by independent certified available and in any 
public accountants and prepared in event within 270 days 
accordance with generally after the end of each 
accepted accounting principles in fiscal year of Party B 
the country in which such party and of the Credit 
and such Credit Support Provider Support Provider 
is organized 

Party A Annual Report of Bank of America 
Corporation containing audited, 
consolidated financial statements 
certified by independent certified 
public accountants and prepared in 
accordance with generally 
accepted accounting principles in 
the country in which such party is 
organized 

To be made available 
on 
www.bankofarnerica.co 
m/investor/ as soon as 
available and in any 
event within 180 days 
after the end of each 
fiscal year of Party A 

Party B Credit Support Document(s) Upon execution and 
delivery of this 
Agreement 

Party B Opinion of Counsel satisfactory to Upon execution and 
Party A substantially in the form delivery ofthis 
of Exhibit I and Exhibit I1 hereto Agreement and each 
and an Opinion of Counsel to the Transaction 
City of Modesto satisfactory to confirmed hereunder 
Party A. 

Party A Opinion of Counsel satisfactory to Upon execution and 
Party B substantially in the form delivery of this 
of Exhibit I11 hereto Agreement 

Covered by 
Section 3(d) 
Representation 

Yes 

Yes 



Party Form/Document/Certificate Date by which to be Covered by 
required to delivered Section 3(d) 
deliver Representation 
document 

Party ,4 and Executed copies of all corporate Upon execution and Yes 
Party B authorizations and any other deliveryofthis 

documents with respect to the Agreement 
execution, delivery and 
performance of this Agreement 
and any Credit Support Document, 
as applicable 

Party A and Certificate of incumbency and/or Upon execution and Yes 
Party 13 specimen signatures of individuals delivery of this 

executing this Agreement and any Agreement and 
Credit Support Document thereafter upon 

request of the other 
party 

Party 13 Executed copy of the Covered Upon execution and No 
Indenture delivery of this 

Agreement 

Party I3 Executed copy of any amendment, Upon execution and 
modification or supplement to the delivery of such 
Covered Indenture amendment, 

modification or 
supplement 

Party B Continuing Disclosure Agreement To be made available 
on 
www.ci.modesto.ca.~~ 
S /  as soon as available - 
and in any event 
within 270 days after 
the end of each fiscal 
year of Party B 

PART 3: Miscellaneous 

(a) Address for Notices. For the purpose of Section 10(a) of this Agreement:- 

Address for notice or communications to Party A: 

Bank of America, N.A. 



Sears Tower 
233 South Wacker Drive, Suite 2800 
Chicago, IL 60606 
Attention: Swap Operations 
Telephone No.: 3 12-234-2732 
Facsimile No.: 866-255-1444 

with a copy to: 

Bank of America, N.A. 
One Bryant Park, NY 1 - 100-05-01 
New York, New York 10036 
Attention: Client Integration Group 
Facsimile No.: 212-548-6822 

Address for financial statements to Party A: 

Bank of America, N.A. 
Mail Code: CA5-704-13-11 
3 15 Montgomery Street 
San Francisco, CA, 94 104- 1866 
Attention: Product Delivery Office 

Address for notice or communications to Party B: 

Modesto Public Financing Authority 
City of Modesto Finance Department 
City Hall 
10 10 Tenth Street, Suite 5200 
Modesto, California 95353 
Attention: Director of Finance 
Telephone No.: (209) 577-5371 
Facsimile No.: (209) 571 -5880 

With a copy to: 

City Attorney's Ofice 
C/O City of Modesto 
City Hall 
1010 Tenth Street, Sixth Floor 
Modesto, California 95354 
Attention: City Attorney 
Telephone No.: (209) 577-5284 
Facsimile No.: (209) 544-8260 

(b) Calculation Agent. The Calculation Agent is Party A, unless an Event of Default with respect to 
Party A is continuing, in which case the Calculation Agent will be a financial institution that 
would qualifL as a Reference Market Maker, which shall be reasonably acceptable to Party A, 
selected by Party B. 



Credit Support Document. Detaills of any Credit Support Document: 
Each of the following, as amended, supplemented, modified, renewed, replaced, consolidated, 
substituted or extended from time to time, is a "Credit Support Document": 

In relation to Party A: Credit Support Annex. 

In relation to Party B: Credit Suipport Annex, the Facilities Leases and the Lease Agreement. 

Credit Support Provider. 

Credit Support Provider means in relation to Party A: Not applicable. 

Credit Support Provider means in relation to Party B: City of Modesto 

Governing Law. This Agreement and any and all controversies arising out of or in relation to 
this Agreement will be governed by and construed in accordance with the laws of the State of 
New York (without reference to its conflict of laws doctrine). Notwithstanding the foregoing, the 
parties agree that matters relating to the powers, authority and capacity of Party B to enter into the 
Agreement or any Transaction shall be governed by the laws of the State of California. 

Netting of Payments. Subparagraph (ii) of Section 2(c) shall not apply to any Transactions; 
provided, however, if the parties otherwise so agree, then subparagraph (ii) of Section 2(c) shall 
apply. 

"Affiliate" will have the meaning specified in Section 12 of this Agreement. 

"City of Modesto" means the City of Modesto, California. 

"Covered Indenture" means the Indenture. 

"Covered Indenture Incorporation Date" means the date hereof. 

"Facilities Leases" shall have the meaning specified in Lease Agreement. 

"Government Entity " means Party B. 

"Indenture" means the Indenture, dated as of August 1, 2008 by and between the Modesto 
Public Financing Authority (the "Authority") and The Bank of New York Mellon Trust 
Company, N.A., as trustee, as amended and supplemented following the date hereof in 
accordance with the terms hereof and thereof. 

"Lease Agreement" has the meaning specified in the Indenture. 

PART 4: Munici~al Counterpartv Provisions 

Obligations. Section 2(a)(iii) of this Agreement is hereby amended to read in its entirety as 
follows: 

"(iii) Each obligation of each party under Section 2(a)(i) is subject to (1) the 
condition precedent that no Event of Default, Potential Event of Default or 



Incipient Illegality with respect to the other party has occurred and is continuing, 
(2) the condition precedent that no Early Termination Date in respect of the 
relevant Transaction has occurred or been effectively designated and (3) each 
other applicable condition precedent specified in this Agreement." 

(b) Representations. 

(i) The introductory clause of Section 3 of this Agreement is hereby amended to read in its 
entirety as follows: 

"Each party represents to the other party (which representations will be deemed 
to be repeated by each party on each date on which a Transaction is entered into 
and, in the case of the representations in Section 3(a) and 3(e), at all times until 
the termination of this Agreement) that:". 

(ii) Section 3(a)(ii) of this Agreement is hereby amended to read in its entirety as follows: 

"(ii) Powers. It has the power to execute this Agreement and any other 
documentation relating to this Agreement to which it is a party, to deliver this 
Agreement and any other documentation relating to this Agreement that it is 
required by this Agreement to deliver and to perform its obligations under this 
Agreement and any obligations it has under any Credit Support Document to 
which it is a party and has taken all necessary action and made all necessary 
determinations and findings to authorize such execution, delivery and 
performance;". 

(iii) Section 3(b) of this Agreement is hereby amended to read in its entirety as follows 

"(b) Absence of Certain Events. No Event of Default or Potential Event of 
Default or, to its knowledge, Incipient Illegality (in the case of a Government 
Entity) or Termination Event with respect to it has occurred and is continuing and 
no such event or circumstance would occur as a result of its entering into or 
performing its obligations under this Agreement or any Credit Support Document 
to which it is a party." 

(iv) Section 3 of this Agreement is hereby amended by adding the following subsection "(e)" 
thereto, which subsection shall only apply to the Government Entity: 

"(e) Non-Speculation. This Agreement has been, and each Transaction 
hereunder will be (and, if applicable, has been), entered into for purposes of 
managing its borrowings or investments and not for purposes of speculation." 

(v) Section 3 of this Agreement is hereby amended by adding the following subsection "(f)" 
thereto: 

" ( f )  No Immunity. It is not entitled to claim immunity on the grounds of 
sovereignty or other similar grounds with respect to itself or its revenues or 
financial assets (irrespective of their use or intended use) from (i) suit, (ii) 
jurisdiction of any court, or, (iii) except to the extent provided in Part 5 of 
Division 3.6 of Title 1 of the Government Code of the State of California ("Part 
5") (x) relief by way of injunction, order for specific performance or for recovery 
of property, (y) attachment of its financial assets (whether before or after 
judgment) or (z) execution or enforcement of any judgment to which it or its 
revenues or financial assets might otherwise be subject to in any Proceedings (as 



defined in Section 1 l(b)) in the courts of any jurisdiction and no such immunity 
(whether or not claimed:) may be attributed to such party or its revenues or 
assets." 

(c) Agreements. 

(i) The introductory clause of Section 4 of this Agreement is hereby amended to read in its 
entirety as follows: 

"Each party agrees with the other (or, in the case of Section 4(d), (e) and (f), the 
Government Entity agrees with the other party) that, so long as either party has or may 
have any obligation under this Agreement or under any Credit Support Document to 
which it is a party:" 

(ii) Section 4 of this Agreement is hereby amended by adding the following subsections "(d)", 
"(e)", and "(f)" thereto: 

"(d) Compliance with Covered Indenture. The Government Entity will observe, 
perform and fulfill each provision of the Covered Indenture in effect on the 
Covered Indenture Incorporation Date, as any of those provisions may be 
amended, supplemented or modified for purposes of this Agreement with the 
prior written consent of the other party hereto (the "Incorporated Provisions"), 
with the effect that such other party hereto will have the benefit of each of the 
Incorporated Provisions (including without limitation, covenants, right to consent 
to certain actions subject to consent under the Covered Indenture and delivery of 
financial statements and other notices and information). These Incorporated 
Provisions are limited to those provisions, if failure to observe, perform and 
fulfill such provisions would have a material adverse effect on Party A (which 
such materiality shall be determined at the sole discretion of Party A). Other than 
for the purpose of issuing Additional Bonds permitted to be executed and entered 
into by Party B under Section 3 of the Covered Indenture, and any Supplemental 
Indenture provided thereunder, Party B will not hereafter amend the Covered 
Indenture in any manner which materially adversely affects the rights of Party A 
under this Agreement, without the prior written consent of Party A. Any other 
such amendment, supplement, modification or waiver of any of the Incorporated 
Provisions without the prior written consent of the other party hereto shall have 
no force and effect with respect to this Agreement. Not withstanding the 
foregoing, Party B shall not be required to obtain the consent of Party A, in the 
event of release of property from the Lease Agreement and the Facilities Leases; 
provided that such release is in accordance with, and pursuant to, the terms of the 
Lease Agreement. 

(e) Notice of Incipient Illegality. If an Incipient Illegality occurs, the 
Government Entity will, promptly upon becoming aware of it, notifj the other 
party, specifying the nature of that Incipient Illegality and will also give such 
other information about that Incipient Illegality as the other party may reasonably 
require. 

(f) Security and Source of Payment of Party B's Obligations. Party B covenants 
to cause Party B's obligations under this Agreement to be, and each Transaction 
hereunder shall be, secured by a pledge of, and lien and charge on, the Revenues. 
Scheduled payments hereunder shall be "Regular Swap Payments" on parity with 
the lien in favor of the Bonds as set forth in the Indenture. All Regular Swap 



Payments shall be paid from the Interest Account with the same priority as 
interest on the Bonds. The obligations of Party B to make the payment of 
termination payments shall be secured by a pledge of, and lien and charge on, the 
Revenues on a basis subordinate only to the lien thereon in favor of the Bonds, 
the Credit Facility Provider under the Credit Facility Reimbursement Agreement 
and the Regular Swap Payments, and shall constitute "Extraordinary Swap 
Payments", as set forth in the Indenture. All Extraordinary Swap Payments shall 
be paid from the Provider Payment Account. Revenues shall be deposited in the 
Provider Payment Account directly after deposit of Revenues to the Interest 
Account and the Principal Account. Party A acknowledges that the City of 
Modesto's obligation to make payments related to Regular Swap Payments and 
Extraordinary Swap Payments under the Lease Agreement constitutes Base 
Rental Payments under the Lease Agreement and is subject to the limitations 
upon the Maximum Annual Base Rental Payments thereunder (the "City 
Payment Cap"). Notwithstanding the City Payment Cap, Party B agrees that (i) 
any failure by Party B to make any regularly scheduled payment hereunder when 
due shall constitute an Event of Default pursuant to Section 5(a)(i) of this 
Agreement and (ii) any portion of any regularly scheduled payment or 
termination payment not paid by Party B when due shall accrue interest at the 
Default Rate pursuant to Section 6(d)(ii) of this Agreement. 

For purposes of this Section 4(f), capitalized terms used but not defined in this 
Agreement shall have the meanings ascribed to them in the Covered Indenture. 

Notwithstanding any provision to the contrary in this Agreement, Party B's 
obligations hereunder are limited obligations and payable solely from Revenues 
and other amounts available under the Covered Indenture." 

(d) Jurisdiction. Section Il(b) of this Agreement is hereby amended to read in its entirety as 
follows: 

"(b) Jurisdiction. With respect to any suit, action or proceedings relating to this 
Agreement ('Proceedings'), each party irrevocably: 

(i) submits, to the fullest extent permitted by applicable law, to the non- 
exclusive jurisdiction of each of the courts of the State of New York, the 
United States District Court located in the Borough of Manhattan in New 
York City, the courts of the state in which the Government Entity or the 
other party's principal executive offices are located and the United States 
District Court with jurisdiction over the location of the Government 
Entity or the other party's principal executive offices; and 

(ii) waives, to the fullest extent permitted by applicable law, (1) any 
objection which it may have at any time to the laying of venue of any 
Proceedings brought in any such court, (2) any claim that such 
Proceedings have been brought in an inconvenient forum and (3) the 
right to object, with respect to such Proceedings, that such court does not 
have any jurisdiction over such party. 



Nothing in this Agreement precludes either party from bringing Proceedings in 
any other jurisdiction nor will the bringing of Proceedings in any one or more 
jurisdictions preclude the bringing of Proceedings in any other jurisdiction." 

(e) Definitions. Section 12 of this Agreement is hereby amended to add the following definitions in 
their appropriate alphabetical order: 

" 'Covered Indenture' has the meaning specified in the Schedule." 

" 'Covered Indenture Incorporation Date' has the meaning specified in the Schedule." 

" 'Fitch' means Fitch Ratings, and any successor thereto." 

" 'Government Entity' has the meaning specified in the Schedule." 

" 'Incipient Illegality' means (a) the enactment by any legislative body with competent 
jurisdiction over a government entity of legislation which, if adopted as law, would 
render unlawful (i) the performance by the Government Entity of any absolute or 
contingent obligation to make a payment or delivery or to receive a payment or delivery 
in respect of a Transaction or the compliance by the Government Entity with any other 
material provision of this Agreement relating to such Transaction or (ii) the performance 
by the Government Entity or a Credit Support Provider of such Government Entity of any 
contingent or other obligation which the Government Entity (or such Credit Support 
Provider) has under any Credit Support Document relating to such Transaction, (b) any 
assertion in any proceeding, forum or action by the Government Entity, in respect of the 
Government Entity to the effect that performance under this Agreement or similar 
agreements is unlawful or (c) the occurrence with respect to the Government Entity or 
any Credit Support Provider of such Government Entity of any event that constitutes an 
Illegality." 

"'Moody's' means Moody's Investors Service, Inc. and any successor thereto." 

"'S & P' means Standard & Poor's Ratings Services, a division of The McGraw-Hill 
Companies, Inc., and any :;uccessor thereto." 

PART 5: Other Provisions 

(a) Set-of$ Any amount (the "Early 'Termination Amount") payable to one party (the Payee) by the 
other party (the Payer) under Section 6(e), in circumstances where there is a Defaulting Party or 
one Affected Party in the case where a Termination Event under Section 5(b)(ii) or (iii) has 
occurred, will, at the option of the party ("Xu) other than the Defaulting Party or the Affected 
Party (and without prior notice to the Defaulting Party or the Affected Party), be reduced by its 
set-off against any arnount(s) (the "Other Agreement Amount") payable (whether at such time or 
in the hture or upon the occurrence of a contingency) by the Payee to the Payer (irrespective of 
the currency, place of payment or booking office of the obligation) under any other agreement(s) 
between the Payee and the Payer or instrument(s) or undertaking(s) issued or executed by one 
party to, or in favor of, the other party (and the Other Agreement Amount will be discharged 
promptly and in all respects to the extent it is so set-off). X will give notice to the other party of 
any set-off effected under this Part 5(a). 



For this purpose, either the Early Termination Amount or the Other Agreement Amount (or the 
relevant portion of such amounts) may be converted by X into the currency in which the other is 
denominated at the rate of exchange at which such party would be able, acting in a reasonable 
manner and in good faith, to purchase the relevant amount of such currency. 

If an obligation is unascertained, X may in good faith estimate that obligation and set-off in 
respect of the estimate, subject to the relevant party accounting to the other when the obligation is 
ascertained. 

Nothing in this Part 5(a) shall be effective to create a charge or other security interest. This Part 
5(a) shall be without prejudice and in addition to any right of set-off, combination of accounts, 
lien or other right to which any party is at any time otherwise entitled (whether by operation of 
law, contract or otherwise). 

(b) Delivery of Confirmations. For each Transaction entered into hereunder, Party A shall promptly 
send to Party B a Confirmation via facsimile transmission. Party B agrees to respond to such 
Confirmation within two (2) Local Business Days, either confirming agreement thereto or 
requesting a correction of any error(s) contained therein. Failure by Party A to send a 
Confirmation or of Party B to respond within such period shall not affect the validity or 
enforceability of such Transaction. Absent manifest error, there shall be a presumption that the 
terms contained in such Confirmation are the terms of the Transaction. 

(c) Notice by Facsimile Transmission. Section 10(a) is hereby amended by deleting the parenthetical 
"(except that a notice or other communication under Section 5 or 6 may not be given by facsimile 
transmission or electronic messaging system)". 

(d) Recording of Conversations. Each party to this Agreement acknowledges and agrees to the tape 
recording of conversations between trading and marketing personnel of the parties to this 
Agreement whether by one or other or both of the parties or their agents, and that any such tape 
recordings may be submitted in evidence in any proceedings relating to the Agreement. 

(e) Cross Default. Section 5(a)(vi) of this Agreement is hereby amended by the following: 



(i) with respect to any Specified Indebtedness that is not capable of being declared due and 
payable as a result of the occurrence or existence of a default, event of default or other 
similar condition or event (however described) under the agreement or instrument 
relating to such Specified Indebtedness, the words "which has resulted in such Specified 
Indebtedness becoming, or becoming capable at such time of being declared, due and 
payable under such agreements or instruments, before it would otherwise have been due 
and payable" shall be deleted from clause (I) of such Section 5(a)(vi) and the words "and 
the bondholders or trustee are permitted to exercise any remedies under the agreements 
and instruments" shall be added in its place. 

(ii) adding the following after the semicolon at the end thereof: "provided, however, that 
notwithstanding the foregoing (but subject to any provision to the contrary contained in 
any such agreement or instrument), an Event of Default shall not occur under either (1) or 
(2) above if the default, event of default or other similar condition or event referred to in 
(1) or the failure to pay referred to in (2) is caused not (even in part) by the unavailability 
of funds but is caused solely due to a technical or administrative error which has been 
remedied within three Local Business Days after notice of such failure is given to the 
party." 

(f) Section 3(a) of this Agreement is amended by (i) deleting the word "and" at the end of clause (iv); 
(ii) deleting the period at the end of clause (v) and inserting therein "; and " ; and (iii) by inserting 
the following additional representation: 

"(vi) Eligible Contract Participant. Each party represents to the other party (which 
representation will be dee~ned to be repeated by each party on each date on which a 
Transaction is entered into') that it is an "eligible contract participant" as defined in 
Section la(12) of the U.S. Commodity Exchange Act, 7 U.S.C. Section la(12)." 

(g) Additional Representations. Section 3 is revised so as to add the following subsection (g) at the 
end thereof: 

"(g) Relationship Between Parties. Each party will be deemed to represent to the 
other party on the date on which it enters into a Transaction that (absent a written agreement 
between the parties that expressly imposes affirmative obligations to the contrary for that 
Transaction): 

(i) Non-Reliance. It is acting for its own account, and it has made its own 
independent decisions to enter into that Transaction and as to whether that Transaction is 
appropriate or proper for it based upon its own judgment and upon advice from such 
advisers as it has deemed necessary. It is not relying on any communication (written or 
oral) of the other party as investment advice or as a recommendation to enter into that 
Transaction; it being understood that information and explanations related to the terms 
and conditions of a Transaction shall not be considered investment advice or a 
recommendation to enter into that Transaction. No communication (written or oral) 
received from the other party shall be deemed to be an assurance or guarantee as to the 
expected results of that Transaction. 

(ii) Assessment and [Jnderstanding. It is capable of assessing the merits of and 
understanding (on its own behalf or through independent professional advice), and 
understands and accepts, the terms, conditions and risks of that Transaction. It is also 
capable of assuming, and assumes, the risks of that Transaction. 



(iii) Status of Parties. The other party is not acting as a fiduciary for or an adviser to 
it in respect of that Transaction." 

(h) Waiver of Jury Trial; General Reference; Arbitration. 

(i) To the fullest extent permitted by applicable law, each party hereto irrevocably waives 
any right it may have to trial by jury. 

(ii) If, and only if, any court of competent jurisdiction determines that the jury trial waiver set 
forth in subparagraph (i) above is unlawful, impermissible or otherwise ineffective, then the 
parties hereto agree that any dispute, whether sounding in contract, tort or otherwise, arising out 
of, connected with, related to, or incidental to this Agreement (a "Dispute") shall be resolved by a 
general reference to a referee (or a panel of referees) as provided in California Code of Civil 
Procedure Section 638 or any statute containing reasonably similar provisions which replaces 
such sections, except as expressly modified by the provisions hereof. The referee (or presiding 
referee of the panel) shall be a retired judge or justice. The referee (or panel of referees) shall be 
selected by mutual written agreement of the parties. If the parties do not agree, the referee shall 
be selected by the Presiding Judge of the Court (or his or her representative) as provided in 
California Code of Civil Procedure Section 638 and the following related sections. The referee 
shall determine all issues in accordance with existing New York law and the New York rules of 
evidence and civil procedure. The referee shall be empowered to enter equitable as well as legal 
relief, provide all temporary or provisional remedies, enter equitable orders that will be binding 
on the parties and rule on any motion which would be authorized in a trial, including without 
limitation motions for summary judgment or summary adjudication. The award that results from 
the decision of the referee(s) will be entered as a judgment in the court that appointed the referee, 
in accordance with the provisions of California Code of Civil Procedure Sections 644(a) and 645. 
The parties reserve the right to seek appellate review of any judgment or order. 

(iii) If, and only if, any court of competent jurisdiction determines that both the jury trial 
waiver and the appointment of a referee or selection or use of the dispute resolution mechanisms 
set forth in subparagraphs (i) and (ii) above are unlawful, impermissible or otherwise ineffective, 
then the parties hereto agree that any Dispute shall be expeditiously resolved by arbitration in 
accordance with the Federal Arbitration Act (Title 9 U.S. Code) (the "Act"). The Act will apply 
even though this Agreement provides that it is governed by the law of a specified state. 
Arbitration proceedings will be determined in accordance with the Act, the then-current rules and 
procedures for the arbitration of financial services disputes of the American Arbitration 
Association or any successor thereof ("MA"), and the terms of this provision. In the event of 
any inconsistency, the terms of this provision shall control. If AAA is unwilling or unable to (i) 
serve as the provider of arbitration or (ii) enforce any provision of this arbitration clause, Party A 
may designate another arbitration organization with similar procedures to serve as the provider of 
arbitration. The arbitration shall be administered by AAA and conducted, unless otherwise 
required by law, in any U.S. state where real or tangible personal property collateral for Party B is 
located or if there is no such collateral, in the state specified in the governing law section of this 
Agreement. Any Dispute shall be determined by one arbitrator; however, if the claim exceeds 
five million dollars ($5,000,000), upon the request of any party, the Dispute shall be decided by 
three arbitrators. All arbitration hearings shall commence within ninety (90) days of the demand 
for arbitration and close within ninety (90) days of commencement and the award of the 
arbitrator(s) shall be issued within thirty (30) days of the close of the hearing. However, the 
arbitrator(s), upon a showing of good cause, may extend the commencement of the hearing for up 
to an additional sixty (60) days. The arbitrator(s) shall provide a concise written statement of 
reasons for the award. The arbitration award may be submitted to any court having jurisdiction to 



be confirmed and have judgment entered and enforced. The arbitrator(s) shall have the power to 
award legal fees pursuant to the terms of this Agreement and each party shall bear such party's 
own costs arising from such arbitration and the fees of the arbitrators shall be borne equally by 
the parties. 

(iv) Nothing in this Part 5(h) shall prejudice the right of any party or limit the right of any 
party to: (i) obtain provisional relief or other equitable remedies as shall otherwise be available 
under the New York Code of Civil Procedure and/or applicable Court Rules; (ii) exercise self- 
help remedies, such as but not limited to, setoff; (iii) initiate judicial or non-judicial foreclosure 
against any real or personal property collateral; (iv) exercise any judicial or power of sale rights, 
or (v) act in a court of law to obtain an interim remedy, such as but not limited to, injunctive 
relief, writ of possession or appointment of a receiver, or additional or supplementary remedies. 
The filing of a court action is not intended to constitute a waiver of the right of any party, 
including the suing party, thereafter to require submittal of the Dispute to arbitration or general 
reference to a referee. 

(i) USA PATRIOT Act Notice. Party A hereby notifies Party B that pursuant to the requirements of 
the USA Patriot Act (Title 111 of Pub. L. 107-56 (signed into law October 26,2001)) (the "m), 
it is required to obtain, verify and record information that identifies Party B, which information 
includes the name and address of Party B and other information that will allow Party A to identify 
Party B in accordance with the Act. 

(j) Additional Covenant of Party B. Party B hereby covenants that it shall not terminate any 
Transaction hereunder unless it has hnds immediately available to pay any and all termination 
payments owed by it upon such termination. 

(k) Related Obligations. Party B acknowledges that this Agreement is a "Related Obligation" as 
such term is used in the Covered Indenture and the Lease Agreement. 

(1) Restatement and Amendment of Prior Agreement. This Master Agreement restates and amends 
in its entirety the ISDA Master Agreement, including the schedule thereto, dated as of April 11, 
2007, between the parties hereto (the "Prior Agreement"). Each Confirmation to the Prior 
Agreement shall be deemed a Confirmation subject to this Agreement, and each Transaction 
subject to such a Confirmation shall be governed hereby. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 



IN WITNESS WHEREOF, the parties have executed this Schedule by their duly authorized officers as 
of the date hereof. 

BANK OF AMERICA, N.A. 

By: . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Name: Roger H. Heintzelman 
Title: Senior Vice President 

MODEST0 PUBLIC FINANCING 
AUTHORITY 

By: . . . . .  



IN WITNESS WHEREOF, the parties have executed this Schedule by their duly authorized officers as 
of the date hereof. 

BANK OF AMERICA, N.A. MODEST0 PUBLIC FINANCING 
AUTHORITY 

By: . . . . . . . . . . . . . . . L!'%!?F . . . . . .  By: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Name: Roger H. intze man Name: 
Title: 



EXHIBIT I 

[FORM OF SWAP OPINION OF AUTHORITY COUNSEL] 

- ,200- 
Bank of America, N.A. 
100 N. Tryon Street 
NC 1-007-1 3-0 1 
Charlotte, NC 28255 

Ladies and Gentlemen: 

This opinion is furnished to you in connection with the execution and delivery of the amended 
and restated ISDA Master Agreement, the U.S. Municipal Counterparty Schedule thereto and the 
amended and restated Credit Support Annex, each dated as of [ 1, 2008 (collectively, the " Amended 
Master Agreement"), by and between Bank of America, N.A. ("Party A") and the Modesto Public 
Financing Authority (the "Authority"), as supplemented by the confirmation of the transaction (the 
"Confirmation") entered into on [ 1, 2008 by and between Party A and the Authority. The Amended 
Master Agreement together with the Confirmation shall constitute one agreement (the "Agreement"). 

I have acted as counsel to the Authority and in that capacity I have examined originals or copies, 
certified or otherwise identified to my satisfaction, of such documents, corporate records, certificates of 
public officials and other instruments and have conducted such investigations of fact and law as I have 
deemed necessary or advisable for the opinions expressed herein. 

Upon the basis of the foregoing, I am of the opinion that: 

1. The Authority is a joint powers authority under Article 1 of Chapter 5 of Division 7 of 
Title 1 of the Government Code of the State of California duly organized and validly existing under and 
by virtue of the Joint Exercise of Powers Agreement and the laws of the State of California. 

2. The execution, delivery and performance by the Authority of the Agreement has been 
duly authorized by the Authority. 

3. To the best of my knowledge without independent investigation, the execution, delivery 
and performance by the Authority of the Agreement do not violate, conflict with, or result in a breach of, 
any law, rule or regulation applicable to the Authority, or any material contractual restriction, order or 
judgment binding on the Authority or its assets which breach or default could have a material, adverse 
effect on the validity or enforceability of the Agreement or the Authority's performance of its obligations 
under the Agreement or the financial position or revenues of the Authority. 

4. No authorization, consent, approval, exemption or license from, or filing of any 
registration with, any federal or state governmental authority is required to be have been obtained or made 
by the Authority with respect to the authorization, execution, delivery and performance by the Authority 
of the Agreement which has not been obtained. 

5. The Authority is not entitled to claim immunity on the grounds of sovereignty or other 
similar grounds with respect to itself or its revenues or financial assets (irrespective of their use or 
intended use) from (i) suit, (ii) jurisdiction of any court or, (iii) except to the extent provided in Part 5 of 
Division 3.6 of Title 1 of the Government Code of the State of California ("Part 5") (x) relief by way of 



injunction, order for specific 
assets (whether before or after 
its revenues or financial assets 

performance or for recovery of property, (y) attachment of its financial 
judgment) or (z) execution or enforcement of any judgment to which it or 
might otherwise be subject. 

I have relied as to certain matters on information obtained from public officials, officers of the 
Authority and other sources believed by me to be responsible and I have assumed that the signatures 
(other than those of the Authority) on all documents examined by me are genuine, assumptions which I 
have not independently verified. 

This opinion is limited to the laws of the State of California and the federal laws of the United 
States. The opinions in this letter are expressed solely as of the date hereof for your benefit and for the 
benefit of your successors and permitted assigns under the Agreement and may not be relied upon in any 
manner or for any other purpose or by any other person. 

Very truly yours, 



EXHIBIT I1 

[FORM OF OPINION OF SIDLEY AUSTIN] 

Draft of [ 1,2008 subject to review by opinion 
committee of Sidley Austin and Bank of America Legal 

Bank of America, N.A. 
100 N. 'Tryon Street 
NC1-007-13-01 
Charlotte, NC 28255 

Modesto Public Financing Authority 
Lease Revenue Refunding Bonds 
Series 2008 

Dear Ladies and Gentlemen: 

We have acted as bond counsel to the Modesto Public Financing Authority (the 
"Authority"), in connection with the above-referenced bonds (the "Bonds"). In connection with the 
issuance of the Bonds, the Authority is executing the amended and restated ISDA Master Agreement, 
dated as of , 2008 (the "Amended Master Agreement"), the U.S. Municipal Counterparty 
Schedule thereto dated as of , 2008, the amended and restated Credit Support 
Annex, dated as of _, 2008 (the "Amended Annex"), and the Confirmation dated 

, 2008 (the "Confirmation", and together with the Amended Master Agreement and Schedule 
and the Amended Annex, collectively, the "Swap Agreement"). by and between the Authority and Bank 
of America, N.A. ("Party A"). You have asked us to advise you whether, under existing laws, 
regulations, rulings and court decisions, the Swap Agreement constitutes a valid and binding obligation of 
the Authori ty... Capitalized terms use~d herein and not otherwise defined shall have the meanings 
ascribed thereto in the Indenture, dated as of , 2008 (the "Indenture") by and between the Authority 
and The Bank of New York Trust Company, N.A.. 

Payments on the Bonds and the Swap Agreement are derived primarily from Base Rental 
Payments made by the City of Modesto (the "City") pursuant to the Lease Agreement, dated as of - 1, 
2008 (the "Facility Lease") by and between the Authority and the City. 

In such connection, we ihave reviewed the Swap Agreement, the Confirmation, the 
Resolution adopted by the Authority on , 2008, approving the Swap Agreement (the 
"Authority Resolution"), the Resolution adopted by the City Council of the City on __, 2008, 
approving the Swap Agreement (the "City Resolution" and together with the Authority Resolution, the 
"Resolutions"), opinions of the City Attorney of the City, as counsel to the City and the Authority, dated 

,2008, and addressed to you, arid such other documents, opinions and matters to the extent we 
deemed necessary to render the opinions set forth herein. We have not undertaken to verify 
independently, and have assumed, (i) the genuineness of such documents, certificates and opinions 
presented to us (whether as originals or as copies) and of the signatures thereon, (ii) the accuracy of the 
factual matters represented, warranted or certified and of the legal conclusions contained in the 
aforementioned opinions of the City Attorney of the City, (iii) the due and legal authorization, execution 



and delivery thereof by any parties other than the Authority and the City, and (iv) the validity and 
enforceability of the Swap Agreement against Party A. 

The opinions expressed herein apply only to the interest rate swap transaction established 
by the Confirmation (the "Swap Transaction") and not to any other swap or other transaction whether 
entered into pursuant to the Master Agreement or otherwise. The opinions expressed herein are limited to 
those matters expressly set forth and are based on an analysis of existing laws, regulations, rulings and 
court decisions and cover certain matters not directly addressed by such authorities. No opinion is to be 
inferred or implied beyond the matters expressly so stated. Such opinions are given as of the date hereof 
and may be affected by actions taken or omitted, events occurring or other facts of which we become 
aware, including a change in law, regulation or ruling (or in the application or oficial interpretation of 
any law, regulation or ruling), after the date hereof. We have not undertaken to determine, or to inform 
any person, whether any such actions are taken or omitted or events do occur or other matters coming to 
our attention after the date hereof, and we disclaim any obligation to update this letter in light of such 
actions, events or facts. Furthermore, except as noted below, we have assumed compliance by all parties 
with the covenants and agreements contained in the Swap Agreement. 

The Authority is entering into the Swap Agreement in connection with the issuance of the 
Bonds and the Swap Agreement has a notional amount related to the principal amount of the Bonds, 
which Bonds bear interest at a variable interest rate. The Authority has entered into the Swap Agreement 
and has agreed to pay a fixed rate to Party A and Party A, in turn, has agreed to pay a variable rate to the 
Authority. 

Section 5922 of the Government Code (the "Code") of the State of California provides as 
follows: 

Notwithstanding any other provision of law, all of the following apply: 

(a) In connection with, or incidental to, the issuance or carrying of bonds, or 
acquisition or carrying of any investment or program of investment, any state or local 
government may enter into any contracts which the state or local government determines 
to be necessary or appropriate to place the obligation or investment of the state or local 
government, as represented by the bonds, investment or program of investment and the 
contract or contracts, in whole or in part, on the interest rate, currency, cash-flow, or 
other basis desired by the state or local government, including, without limitation, 
contracts commonly known as interest rate swap agreements, currency swap agreements, 
forward payment conversion agreements, futures, or contracts providing for payments 
based on levels of, or changes in, interest rates, currency exchange rates, stock or other 
indices, or contracts to exchange cash flows or a series of payments, or contracts, 
including, without limitation, interest rate floors or caps, options, puts or calls to hedge 
payment, currency, rate, spread, or similar exposure. These contracts or arrangements 
may also be entered into by state or local governments in connection with, or incidental 
to, entering into or maintaining any agreement which secures bonds, including bonds 
issued by private entities. These contracts and arrangements shall be entered into with the 
parties, selected by the means, and contain the payment, security, default, remedy, and 
other terms and conditions, determined by the state or local government, after giving due 
consideration for the creditworthiness of the counterparties, where applicable, including 
any rating by a nationally recognized rating agency or any other criteria as may be 
appropriate. 



No local government shall enter into any of the contracts or arrangements pursuant to this 
subdivision, unless its governing body first determines that the contract or arrangement or 
program of contracts is designed to reduce the amount or duration of payment, currency, 
rate, spread, or similar risk or result in a lower cost of borrowing when used in 
combination with the issuance of bonds or enhance the relationship between risk and 
return with respect to the investment or program of investment in connection with, or 
incident to, the contract or arrangement which is to be entered into. 

Pursuant to the City Resolution, the City Council of the City has made the determination 
that the Swap Agreement, entered into by the Authority, is designed to reduce the amount of interest rate 
risk, and reduce the cost of borrowing, with respect to the variable rate interest component of the Bonds 
with respect to which the Authority is entering into the Swap Agreement, as required by Section 5922(a) 
of the Code. Pursuant to the Authority Resolution, the Authority has made the determination that the 
Swap Agreement is designed to reduce the amount of interest rate risk, and reduce the cost of borrowing, 
with respect to the variable rate interest component of the Bonds with respect to which the Authority is 
entering into the Swap Agreement, as required by Section 5922(a) of the Code. The City has not sought 
the assent of the electors of the City to the execution and delivery of the Facility Lease by the City or the 
Swap Agreement by the Authority. 

Under certain circumstanc:es, and pursuant to the terms of the Swap Agreement, Party A 
may be entitled to payment from the Authority in connection with the designation of an Early 
Termination Date (the "Settlement Amount") which would reflect the market value of the Authority's 
obligation (net of Party A's obligation) under the Swap Agreement in future years. 

The Swap Agreement therefore complies with the Code and is valid unless the Swap 
Agreement constitutes an "indebtedness" or "liability" of the City prohibited by Article XVI, Section 18 
of the Constitution of the State of Cal ifornia. 

Article XVI, Section 18 provides that "[nlo. . . county . . . shall incur any indebtedness or 
liability in any manner or for any purpose exceeding in any year the income and revenue provided for 
such year, without the assent of two-thirds of the qualified electors thereof, voting at an election to be 
held for that purpose . . . ." This constitutional provision was designed to prevent "municipal 
extravagance"; that is, borrowing funds for current use that would have to be repaid by future governing 
bodies or taxpayers or otherwise out of the income and revenues of future years. San Francisco Gas 
Comvar~y v. Brickwedel, 62 Cal. 641 (1882). The provision has been interpreted to mean that any 
indebtedness or liability incurred in any fiscal year that is not voter approved and that is not payable, and 
paid, from unencumbered funds available that year is unenforceable and cannot be required to be paid 
from funds attributable to a later year. McBean v. County of Fresno, 112 Cal. 159 (1 896). The cases 
considering the provision do not distinguish "indebtedness" from "liability." 

Under the terms of the Swap Agreement, the Authority and, through the Facility Lease, 
the City may be obligated to make net payments to Party A out of the income or revenues attributable to 
fiscal years following the fiscal year in which the Swap Agreement is executed. Because the Facility 
Lease has not been assented to by the qualified electors of the City, payments required of the City under 
the Facility Lease relating to the Swap Agreement would be prohibited by Article XVI, Section 18 if it 
constitutes an "indebtedness or liability" of the City within the meaning of Article XVI, Section 18. 
Interest rate swaps are a relatively new class of financial arrangement. There is no direct authority on 
whether an interest rate swap is an "indebtedness" or "liability" within the meaning of Article XVI, 
Section 18. Tax or accounting treatment is not dispositive, there being (for example) a number of 
instruments that are clearly debt for tax or accounting purposes but not debt for purposes of Article XVI, 
Section 18. Interest rate swaps are essentially sui generis (i.e., unique and not like anything else), and as 



a result there are also no clear analogous authorities upon which to reliably base characterization for 
purposes of Article XVI, Section 18. In fact, apart from the provisions of Section 5922(a) of the Code set 
forth above and similar provisions in Section 5903(c) of the Code, there is little direct authority in 
California addressing interest rate swaps for any purpose. 

A court could conclude that the City's obligations under the Facility Lease affected by or 
relating to the Swap Agreement are not prohibited by Article XVI, Section 18 by determining that such 
obligations of the City fit within one of the articulated "exceptions" to the Constitutional prohibition. 
Because the obligations of the City under the Facility Lease may involve net payments by the City from 
the income and revenues of future fiscal years, the single year/annual appropriation exception to Article 
XVI, Section 18 is not applicable, and because the City, through the Facility Lease, is obligated to make 
any net payments required under the Swap Agreement from monies in its general fund, the "special fund" 
exception articulated in City of Oxnard v. Dale, 45 Cal. 2d 729 (1955), does not apply. The Article XVI, 
Section 18 "exception" arguably most applicable is the "contingent obligation" exception. 

The contingent obligation exception to the prohibition of Article XVI, Section 18 is 
based upon the proposition that a contingency does not become a debt until the contingency happens. 
Doland v. Clark, 143 Cal. 176 (1904). Contingent obligation cases require, among other things, the 
provision of consideration by the non-city party in each year in which payments by the City are required. 
McBean v. City of Fresno, 112 Cal. 159 (1896); m v .  City and County of San Francisco, 72 Cal. App. 
3d 164 ( 1  977). Under the Swap Agreement, no net payment obligation on the part of the Authority (and 
related obligation of the City under the Facility Lease) for any period is certain and any payment 
obligation in future fiscal years is "contingent" upon the fixed rate set forth in the Confirmation being 
greater than the floating rate set forth in the Confirmation andlor upon the Settlement Amount being a 
negative number. However, the potential overbreadth of the contingent obligation exception and its 
unclear basis in the Constitutional provision requires an examination of the particular circumstances 
under which it has been most often applied. 

The subcategory of the contingent obligation exception most fully developed by 
California courts and for which the judicial authorities are the strongest is the lease exception articulated 
in City of Pasadena v. Offner, 19 Cal. 2d 483 (1942), Dean v. Kuchel, 35 Cal. 2d 444 (1950) and Rider v. 
City of San Diego, 18 Cal. 4th 1035 (1998). In Offner, the court stated the general rule as follows: 

[I]f the lease or other agreement is entered into in good faith and creates no immediate 
indebtedness for the aggregate installments therein provided for but, on the contrary, 
confines liability to each installment as it falls due and each year's payment is for the 
consideration actually furnished that year, no violence is done to the constitutional 
provision. (citations omitted) If, however, the instrument creates a full and complete 
liability upon its execution, or if its designation as a "lease" is a subterfuge and it is 
actually a conditional sales contract in which the "rentals" are installment payments on 
the purchase price for the aggregate of which an immediate and present indebtedness or 
liability exceeding the constitutional limitation arises against the public entity, the 
contract is void. (citations omitted) 19 Cal. 2d at 486. 

Leases are not treated by California courts as "indebtedness or liability" within the meaning of Article 
XVI, Section 18 if each rental payment is conditioned on use and occupancy of the premises during the 
period with respect to which such rental is payable. In a number of cases holding that a lease is not an 
"indebtedness or liability," California courts have cited the absence of an acceleration clause as a relevant 
factor in finding a lease to be in conformance with the lease exception. City of Desert Hot S~r ings  v. 
County of Riverside, 91 Cal. App. 3d 441 (1979); Starr v. City and Countv of San Francisco, 72 Cal. 



App. 3d 164 (1977); Ruane v. City of San Diego, 267 Cal. App. 2d 548 (1968); County of Los Angeles v. 
Nesvig., 23 1 Cal. App. 2d 603 (1965); Lagiss v. County of Contra Costa, 223 Cal. App. 2d 77 (1963). 

Even though interest rate swaps are essentially sui generis, there is some useful analogy 
to the types of leases approved under the Offner-Dean-Rider line of cases. Like those leases, the Swap 
Agreement is executory, and each year's performance by the Authority (and through the Facility Lease, 
the City) is conditioned upon the readiness and ability of Party A to perform its obligations in such year 
and upon Party A's actual performance under the Swap Agreements both currently and over the prior 
term of'the Swap Agreement. In addition, the Facility Lease expressly provides that the payments under 
the Swap Agreement constitute Base Rental Payments under the Facility Lease, such payments are 
conditioned upon the City's use and occupancy of the property leased under the Facility Lease, subject to 
abatement in the event damage or destruction or condemnation of the such property, and are limited in 
amount in the event they exceed the fair rental value of such property. 

Finally it is instructive to note that the California courts have stated that the validity of a 
transaction, whether it creates indebtedness or liabilities, is measured at the time the transaction is entered 
into. See Arthur v. City of Petaluma, 175 Cal. 216, 223-24 (1917). Based in part upon such reasoning, 
one federal court, interpreting the scope of the contingent obligation exception to the prohibition of 
Article XVI, Section 18, determined that reverse repurchase agreements entered into by Orange County, 
California and which contributed significantly to the County's bankruptcy, did not violate the California 
Constitutional debt limit. In Re County of Orange, 31 F.Supp.2d 768 (C.D.Ca1. 1998). Although not 
binding upon California courts, the federal district court's reasoning supports the conclusion that, as the 
Facility Lease, under which Base Rental Payments support the Authority's obligations under the Swap 
Agreement creates no immediate indebtedness or obligation of the City, but only a future payment 
obligation dependent upon future market conditions and conditioned upon the future performance of 
Party A and the use and occupancy of the leased property by the City, it does not constitute an 
indebtedness or liability under the California Constitution. 

Based on and subject to the foregoing, and in reliance thereon, we are of the opinion that 
the Swap Agreement constitutes a valid and binding agreement of the Authority, payable only from 
Revenues and other amounts held under the Indenture. We are of the further opinion that the Facility 
Lease constitutes a valid and binding agreement of the City, payable from its general fund, unless the 
obligation of the City to pay Base Rental Payments to satisfy the obligation of the Authority under the 
Swap Agreement, including the payment of any Settlement Amount payable by the Authority, is 
determined to constitute an "indebtedness" or "liability" of the City prohibited by Article XVI, Section 18 
of the C:onstitution of the State of California. 

While there is no judicial authority directly on point and no assurance can be given that a 
court could not hold otherwise, based on and subject to the foregoing, and in reliance thereon, as of the 
date hereof, we are of the opinion that if the matter were properly briefed and presented to a court, the 
court would hold that the obligation of the City under the Swap Agreement taken as a whole (taking into 
account the provisions therein respecting the severability of invalid, illegal or unenforceable provisions) 
does not constitute an indebtedness or liability of the City prohibited by Article XVI, Section 18 of the 
Constitution of the State of California. 

With respect to the opinions expressed herein, the rights and obligations under the Swap 
Agreement are subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, 
moratorium and other laws relating to or affecting the creditors' rights, to the exercise of judicial 
discretion in appropriate cases, and to the limitations on legal remedies against cities in the State of 
California. 



We express no opinion with respect to any indemnification, contribution, choice of forum 
or waiver provisions contained in the foregoing documents. In addition, we express no opinion as to any 
provision of the Swap Agreement (i) purporting to create any security interest, (ii) providing that every 
right and remedy shall be cumulative and in addition to every other right and remedy, or that any failure 
or delay in exercising any right, power or privilege shall not impair any right or remedy or constitute a 
waiver thereof, or (iii) regarding specific performance or the grant of any power of attorney. 

Our opinion is subject, as to enforceability, to (i) general principles of equity, including 
concepts of reasonableness, materiality, good faith and fair dealing (regardless of whether enforcement is 
sought in a proceeding at law or in equity); in particular, a court might decline to enforce the conditions 
set forth in Section 2(a)(iii) of the Swap Agreement and a non-defaulting party's right set forth in Section 
6 of the Swap Agreement to designate an Early Termination Date, if the condition or right were invoked 
in connection with a default deemed immaterial, (ii) the effect of applicable laws, regulations and judicial 
or other decisions upon the availability and enforceability of particular covenants and remedies, including 
the remedies of specific performance and self-help, and provisions imposing penalties and forfeitures, and 
(iii) a court's power to limit the non-defaulting party's recovery to actual damages and impose its own 
settlement procedures in lieu of the provisions of Section 6(e) of the Swap Agreement. In addition, the 
enforcement of the Swap Agreement may be conditioned upon the party seeking enforcement having 
acted in a commercially reasonable manner and in good faith in performing its obligations and exercising 
its rights and remedies thereunder and is subject to the discretion of a court to invalidate or decline to 
enforce any right, remedy or provision of the Swap Agreement (including, without limitation, the 
termination payment provisions thereof) determined by it to be a penalty. 

This opinion is limited to the laws of the States of California and New York and the 
Federal laws of the United States. The opinions in this letter are expressed solely as of the date hereof for 
your benefit and may not be relied upon in any manner or for any purposes by any other person. 

Respectfilly submitted, 

SIDLEY AUSTIN 



EXHIBIT 111 

[DATE] 

Modesto Public Financing Authority 
City of Modesto Finance Department 
City Hall 
10 10 Tenth Street, Suite 5200 
Modesto, California 95353 

Ladies and Gentlemen: 

We have acted as a counsel to Bank of America, National Association ("BANA") in connection 
with the amended and restated ISDA Master Agreement dated as of 1 , 2 0 0 1  (the "ISDA 
Master Agreemenf'), including the Schedule (the "Schedule") and the amended and restated Credit 
Support Annex thereto and the Confirmation thereunder dated [ ,200_1 (collectively the "Swap 
Agreemenf'), between BANA and 1 (the "Counterparty"). We are rendering this 
opinion letter to you at the request of BANA pursuant to Part 2 of the Schedule. 

In connection with this opinion, we have examined and relied upon: 

(a) The Swap Agreement; 

(b) The BANA Assistant Secretary's Certificate, dated [ 1, 200L1, including 
BANA's Board of Director Resolutions, dated January 24, 2006 and attached as Exhibit A 
thereto; and BANA's By-laws and Amended and Restated Articles of Association, each dated as 
of June 13,2005; and 

(c) The certificate dated [ , 2 0 0 1  issued by the Comptroller of the 
Currency in respect of BANA. 

In such examination we have assumed the genuineness of all signatures, the authenticity of all documents, 
agreements and instruments submitted to us as originals, the conformity to original documents, 
agreements and instruments of all docume:nts, agreements and instruments submitted to us as copies or 
specimens, the authenticity of the originals of such documents, agreements and instruments submitted to 
us as copies or specimens, and the accuracy of the matters set forth in the documents, agreements and 
instruments we reviewed. As to matters of fact relevant to the opinion expressed herein, we have relied 
upon the representations and warranties contained in the Swap Agreement and certificates and oral or 
written statements and other information obtained from BANA, the other parties to the transaction 
referenced herein, and public officials and assumed that each of the above was (as of the date made) and 
is (as of the date hereof) accurate. Except as expressly set forth herein, we have not undertaken any 
independent investigation (including, withlout limitation, conducting any review, search or investigation 
of any public files, records or dockets) to determine the existence or absence of the facts that are material 
to our opinion, and no inference as to our. knowledge concerning such facts should be drawn from our 



reliance on the representations of BANA and others in connection with the preparation and delivery of 
this letter. 

Other than with respect to BANA, we have assumed (x) the legal capacity of all natural persons 
and (y) that the Swap Agreement has been duly authorized, executed and delivered by all parties thereto, 
that all such parties are validly existing and in good standing under the laws of their respective 
jurisdictions of organization, that all such parties had the power and legal right to execute and deliver the 
Swap Agreement, and that the Swap Agreement constitutes the legal, valid and binding obligation of all 
such parties, enforceable against all such parties in accordance with its terms. We have also assumed that 
the Swap Agreement we have reviewed evidences the entire agreement between the parties, and has not 
been amended, modified or supplemented in writing or otherwise by any other agreement or 
understanding of the parties or by waiver of any material provision thereof. 

We express no opinion concerning the laws of any jurisdiction other than the laws of the State of 
New York and, to the extent expressly referred to in this letter, the federal laws of the United States of 
America. 

We express no opinion herein as to: (i) the legality, validity, binding effect or enforceability of 
the Swap Agreement under applicable anti-gaming, anti-gambling, and anti-bucket shop laws, rules, and 
regulations; (ii) the legality, validity, binding effect or enforceability of the Swap Agreement (including 
the setoff provisions in [Part 4](U) of the Schedule) to the extent it purports to relate to affiliates of 
BANA; and (iii) the creation, perfection or priority of any lien, security interest, or other encumbrance 
created or purported to be created pursuant to the Swap Agreement. 

Based upon our examination of the documents set forth above and the assumptions set 
forth herein, subject to the limitations and qualifications set forth herein, and having regard for legal 
considerations which we deem relevant, we are of the following opinions: 

1 .  BANA is a national banking association formed under the laws of the United 
States and is authorized to transact the business of banking. 

2. BANA has the corporate authority to execute, deliver and perform its obligations 
under the Swap Agreement. 

3. The execution and delivery by BANA of the Swap Agreement and the 
performance of its obligations thereunder do not violate or conflict with its Articles of Association or By- 
laws. 

4. The Swap Agreement has been duly authorized, executed and delivered by 
BANA. 

5.  The Swap Agreement constitutes the legal, valid and binding obligation of 
BANA enforceable against BANA in accordance with its terms. 

Our opinion in paragraph 5 above is subject to  applicable bankruptcy, insolvency, 
fraudulent conveyance, reorganization, moratorium, receivership or  other laws relating to or 
affecting creditors' rights generally, general principles o f  equity (regardless of whether 
enforcement is sought in a proceeding at law or in equity), and to  the discretion o f  a court or 
other authority or body to invalidate or decline to enforce any right, remedy or provision of the 
Swap Agreement (including without limitation the termination payment provisions thereof) 



determined by it to be a penalty. However, the enforcement of rights with respect to 
indemnification and contribution obligations and provisions relating to severability, provisions 
purporting to waive or limit rights to trial by jury, oral amendments to written agreements or 
rights of set-off, provisions relating to submission to jurisdiction, venue or service of process, or 
provisions purporting to prohibit, restrict or require the consent of the other party for the transfer 
of, or the creation, attachment or perfection of a security interest in, the Swap Agreement or an 
interest therein, may be limited by applicable law or considerations of public policy. 

We are hrnishing this letter to you solely for your benefit in connection with the 
Swap Agreement. Without our prior written consent, this letter is not to be relied upon, used, 
circulated, quoted or otherwise referred to by, or assigned to, any other person (including any 
person that seeks to assert your rights in respect of this letter (other than your successor in 
interest by means of merger, consolidation, transfer of a business or other similar transaction)) or 
for any other purpose. In addition, we disclaim any obligation to update this letter for changes in 
fact or law, or otherwise. 

Very truly yours, 



EXECUTION COPY 

(Bilateral Form) (ISDA Agreements Subject to New York Law Only) 

ISDA, 
International Swaps and Derivatives Association, Inc. 

CREDIT SUPPORT ANNEX 

to the Schedule to the 

MASTER AGREEMENT 

dated as of August 22,2008 

between 

BANK OF AMERICA, N.A. and MODEST0 PUBLIC FINANCING 
AUTHORITY 

("Party A") ("Party B") 

This Annex supplements, forms part of, and is subject to, the above-referenced Agreement, is part of its Schedule and is 
a Credit Support Document under this Agreement with respect to each party. 

Accordingly, the parties agree as follows: 

Paragraph 1. Interpretation 

(a) Definitions and Inconsistency. Capitalized terms not otherwise defined herein or elsewhere in this Agreement 
have the meanings specified pursuant to Paragraph 12, and all references in this Annex to Paragraphs are to Paragraphs 
of this Annex. In the event of any inconsistency between this Annex and the other provisions of this Schedule, this 
Annex will prevail, and in the event of any inconsistency between Paragraph 13 and the other provisions of this Annex, 
Paragraph 13 will prevail. 

(b) Secured Party and Pledgor. All references in this Annex to the "Secured Party" will be to either party when 
acting in that capacity and all corresponding references to the "Pledgor" will be to the other party when acting in that 
capacity; provided, however, that if Other Posted Support is held by a party to this Annex, all references herein to that 
party as the Secured Party with respect to that Other Posted Support will be to that party as the beneficiary thereof and 
will not subject that support or that party as the beneficiary thereof to provisions of law generally relating to security 
interests and secured parties. 

Paragraph 2. Security Interest 

Each party, as the Pledgor, hereby pledges to the other party, as the Secured Party, as security for its Obligations, and 
grants to the Secured Party a first priority continuing security interest in, lien on and right of Set-off against all Posted 
Collateral Transferred to or received by the Secured Party hereunder. Upon the Transfer by the Secured Party to the 

Copyright 0 1994 by International Swaps and Derivatives Association, Inc. 



Pledgor of Posted Collateral, the security interest and lien granted hereunder on that Posted Collateral will be released 
immediately and, to the extent possible, without any further action by either party. 

Paragraph 3. Credit Support Obligations 

(a) Delivery Amount. Subject to Paragraphs 4 and 5, upon a demand made by the Secured Party on or promptly 
following a Valuation Date, if the Delivery Amount for that Valuation Date equals or exceeds the Pledgor's Minimum 
Transfer Amount, then the Pledgor will Transfer to the Secured Party Eligible Credit Support having a Value as of the 
date of Transfer at least equal to the applicable Delivery Amount (rounded pursuant to Paragraph 13). Unless otherwise 
specified in Paragraph 13, the "Delivery Amount" applicable to the Pledgor for any Valuation Date will equal the 
amount by which: 

(i) the Credit Support Amount 

exceeds 

(ii) the Value as of that Valuation Date of all Posted Credit Support held by the Secured Party. 

(b) Return Amount. Subject to Paragraphs 4 and 5, upon a demand made by the Pledgor on or promptly 
following a1 Valuation Date, if the Return Amount for that Valuation Date equals or exceeds the Secured Party's 
Minimum Transfer Amount, then the Secured Party will Transfer to the Pledgor Posted Credit Support specified by the 
Pledgor in that demand having a Value as of the date of Transfer as close as practicable to the applicable Return Amount 
(rounded pursuant to Paragraph 13). Unless otherwise specified in Paragraph 13, the "Return Amountf' applicable to 
the Secured Party for any Valuation Date will equal the amount by which: 

(i) the Value as of that Valuation Date of all Posted Credit Support held by the Secured Party 

(if) the Credit Support Amount. 

"Credit Support Amount" means, unless otherwise specified in Paragraph 13, for any Valuation Date (i) the Secured 
Party's Exposure for that Valuation Date plus (ii) the aggregate of all Independent Amounts applicable to the Pledgor, if 
any, minus (iii) all Independent Amounts applicable to the Secured Party, if any, minus (iv) the Pledgor's Threshold; 
provided, however, that the Credit Support Amount will be deemed to be zero whenever the calculation of Credit 
Support Amount yields a number less than zero. 

Paragraph 4. Conditions Precedent, Transfer Timing, Calculations and Substitutions 

(a) Conditions Precedent. Each Transfer obligation of the Pledgor under Paragraphs 3(a) and 5 and of the 
Secured Party under Paragraphs 3@), 4(d)(ii), 5 and 6(d) is subject to the conditions precedent that: 

(i) no Event of Default, Potential Event of Default or Specified Condition has occurred and is continuing 
with respect to the other party; and 

(ii) no Early Termination Date for which any unsatisfied payment obligations exist has occurred or been 
designated as the result of an Event of Default or Specified Condition with respect to the other party. 

(b) Trunsfer Timing. Subject to Paragraphs 4(a) and 5 and unless otherwise specified, if a demand for the 
Transfer of Eligible Credit Support or Posted Credit Support is made by the Notification Time, then the relevant 
Transfer will be made not later than the close of business on the next Local Business Day; if a demand is made after the 
Notification Time, then the relevant Transfer will be made not later than the close of business on the second Local 
Business Dqy thereafter. 

(c) Ca~culations. All calculations of Value and Exposure for purposes of Paragraphs 3 and 6(d) will be made by 
the Valuation Agent as of the Valuation Time. The Valuation Agent will noti@ each party (or the other party, if the 

ISDA @ 1994 



Valuation Agent is a party) of its calculations not later than the Notification Time on the Local Business Day following 
the applicable Valuation Date (or in the case of Paragraph 6(d), following the date of calculation). 

(d) Substitutions. 

(i) Unless otherwise specified in Paragraph 13, upon notice to the Secured Party specifying the items of 
Posted Credit Support to be exchanged, the Pledgor may, on any Local Business Day, Transfer to the Secured 
Party substitute Eligible Credit Support (the "Substitute Credit Support"); and 

(ii) subject to Paragraph 4(a), the Secured Party will Transfer to the Pledgor the items of Posted Credit 
Support specified by the Pledgor in its notice not later than the Local Business Day following the date on which 
the Secured Party receives the Substitute Credit Support, unless otherwise specified in Paragraph 13 (the 
"Substitution Date"); provided that the Secured Party only will be obligated to Transfer Posted Credit Support 
with a Value as of the date of Transfer of that Posted Credit Support equal to the Value as of that date of the 
Substitute Credit Support. 

Paragraph 5. Dispute Resolution 

If a party (a "Disputing Party") disputes (I) the Valuation Agent's calculation of a Delivery Amount or a Return Amount 
or (11) the Value of any Transfer of Eligible Credit Support or Posted Credit Support, then (1) the Disputing Party will 
noti@ the Valuation Agent (if the Valuation Agent is not the Disputing Party) and the other party (if the Valuation Agent 
is not that other party) not later than the close of business on the Local Business Day following (X) the date that the 
demand is made under Paragraph 3 in the case of (I) above or (Y) the date of Transfer in the case of (11) above, (2) 
subject to Paragraph 4(a), the appropriate party will Transfer the undisputed amount to the other party not later than the 
close of business on the Local Business Day following (X) the date that the demand is made under Paragraph 3 in the 
case of (I) above or (Y) the date of Transfer in the case of (11) above, (3) the parties will consult with each other in an 
attempt to resolve the dispute and (4) if they fail to resolve the dispute by the Resolution Time, then: 

(i) In the case of a dispute involving a Delivery Amount or Return Amount, unless otherwise specified in 
Paragraph 13, the Valuation Agent will recalculate the Exposure and the Value as of the Recalculation Date by: 

(A) utilizing any calculations of Exposure for the Transactions (or Swap Transactions) that the 
parties have agreed are not in dispute; 

(B) calculating the Exposure for the Transactions (or Swap Transactions) in dispute by seeking 
four actual quotations at mid-market fiom Reference Market-makers for purposes of calculating 
Market Quotation, and taking the arithmetic average of those obtained; provided that if four 
quotations are not available for a particular Transaction (or Swap Transaction), then fewer than four 
quotations may be used for that Transaction (or Swap Transaction); and if no quotations are available 
for a particular Transaction (or Swap Transaction), then the Valuation Agent's original calculations 
will be used for that Transaction (or Swap Transaction); and 

(C) utilizing the procedures specified in Paragraph 13 for calculating the Value, if disputed, of 
Posted Credit Support. 

(ii) In the case of a dispute involving the Value of any Transfer of Eligible Credit Support or Posted 
Credit Support, the Valuation Agent will recalculate the Value as of the date of Transfer pursuant to 
Paragraph 13. 

Following a recalculation pursuant to this Paragraph, the Valuation Agent will notifjr each party (or the other party, if the 
Valuation Agent is a party) not later than the Notification Time on the Local Business Day following the Resolution 
Time. The appropriate party will, upon demand following that notice by the Valuation Agent or a resolution pursuant to 
(3) above and subject to Paragraphs 4(a) and 4(b), make the appropriate Transfer. 

Paragraph 6. Holding and Using Posted Collateral 
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(a) Chre of Posted Collateral Without luniting the Secured Party's rights under Paragraph 6(c), the Secured Party 
will exercise reasonable care to assure the safe custody of all Posted Collateral to the extent required by applicable law, 
and in any event the Secured Party will be deemed to have exercised reasonable care if it exercises at least the same 
degree of care as it would exercise with respect to its own property. Except as specified in the preceding sentence, the 
Secured Party will have no duty with respect to Posted Collateral, including, without limitation, any duty to collect any 
Distributions, or enforce or preserve any rights pertaining thereto. 

(b) Eligibility to Hold Posted Collateral; Custodians. 

(i:) General Subject to the satisfaction of any conditions specified in Paragraph 13 for holding Posted 
C8011ateral, the Secured Party will be entitled to hold Posted Collateral or to appoint an agent (a "Custodian") to 
hold Posted Collateral for the Secured Party. Upon notice by the Secured Party to the Pledgor of the 
appointment of a Custodian, the Pledgor's obligations to make any Transfer will be discharged by making the 
Transfer to that Custodian. The holding of Posted Collateral by a Custodian will be deemed to be the holding 
of'that Posted Collateral by the Secured Party for which the Custodian is acting. 

(ii) Failure to Satisfj, Conditions. If the Secured Party or its Custodian fails to satisfy any conditions for 
holding Posted Collateral, then upon a demand made by the Pledgor, the Secured Party will, not later than five 
Local Business Days after the demand, Transfer or cause its Custodian to Transfer all Posted Collateral held by 
it to a Custodian that satisfies those conditions or to the Secured Party if it satisfies those conditions. 

(iii) Liability. The Secured Party will be liable for the acts or omissions of its Custodian to the same 
extent that the Secured Party would be liable hereunder for its own acts or omissions. 

(c) Use of Posted Collateral. Unless otherwise specified in Paragraph 13 and without limiting the rights and 
obligations of the parties under Paragraphs 3,4(d)(ii), 5,6(d) and 8, if the Secured Party is not a Defaulting Party or an 
Affected Party with respect to a Specified Condition and no Early Termination Date has occurred or been designated as 
the result of an Event of Default or Specified Condition with respect to the Secured Party, then the Secured Party will, 
notwithstanding Section 9-207 of the New York Uniform Commercial Code, have the right to: 

(i) sell, pledge, rehypothecate, assign, invest, use, commingle or otherwise dispose of, or otherwise use in 
its business any Posted Collateral it holds, fiee fiom any claim or right of any nature whatsoever of the Pledgor, 
including any equity or right of redemption by the Pledgor; and 

(ii:) register any Posted Collateral in the name of the Secured Party, its Custodian or a nominee for either. 

For purposes of the obligation to Transfer Eligible credit Support or Posted Credit Support pursuant to Paragraphs 3 
and 5 and any rights or remedies authorized under this Agreement, the Secured Party will be deemed to continue to hold 
all Posted Collateral and to receive Distributions made thereon, regardless of whether the Secured Party has exercised 
any rights with respect to any Posted Collateral pursuant to (i) or (ii) above. 

(d) Distributions and Interest Amount. 

(i) Distributions. Subject to Paragraph 4(a), if the Secured Party receives or is deemed to receive 
Distributions on a Local Business Day, it will Transfer to the Pledgor not later than the following Local 
Business Day any Distributions it receives or is deemed to receive to the extent that a Delivery Amount would 
not be created or increased by that Transfer, as calculated by the Valuation Agent (and the date of calculation 
will be deemed to be a Valuation Date for this purpose). 

(ii) Interest Amount. Unless otherwise specified in Paragraph 13 and subject to Paragraph 4(a), in lieu of 
any interest, dividends or other amounts paid or deemed to have been paid with respect to Posted Collateral in 
the form of Cash (all of which may be retained by the Secured Party), the Secured Party will Transfer to the 
Pledgor at the times specified in Paragraph 13 the Lnterest Amount to the extent that a Delivery Amount would 
not be created or increased by that Transfer, as calculated by the Valuation Agent (and the date of calculation 
will be deemed to be a Valuation Date for this purpose). The Interest Amount or portion thereof not 
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Transferred pursuant to this Paragraph will constitute Posted Collateral in the form of Cash and will be subject 
to the security interest granted under Paragraph 2. 

Paragraph 7. Events of Default 

For purposes of Section S(a)(iii)(l) of this Agreement, an Event of Default will exist with respect to a party if 

(i) that party fails (or fails to cause its Custodian) to make, when due, any Transfer of Eligible Collateral, 
Posted Collateral or the hterest Amount, as applicable, required to be made by it and that failure continues for 
two Local Business Days after notice of that failure is given to that party; 

(ii) that party fails to comply with any restriction or prohibition specified in this Annex with respect to 
any of the rights specified in Paragraph 6(c) and that failure continues for five Local Business Days after notice 
of that failure is given to that party; or 

(iii) that party fails to comply with or perform any agreement or obligation other than those specified in 
Paragraphs 7(i) and 7(ii) and that failure continues for 30 days after notice of that failure is given to that party. 

Paragraph 8. Certain Rights and Remedies 

(a) Secured Party's Rights and Remedies. If at any time (1) an Event of Default or Specified Condition with 
respect to the Pledgor has occurred and is continuing or (2) an Early Termination Date has occurred or been designated 
as the result of an Event of Default or Specified Condition with respect to the Pledgor, then, unless the Pledgor has paid 
in full all of its Obligations that are then due, the Secured Party may exercise one or more of the following rights and 
remedies: 

(i) all rights and remedies available to a secured party under applicable law with respect to Posted 
Collateral held by the Secured Party; 

(ii) any other rights and remedies available to the Secured Party under the terms of Other Posted Support, 
if any; 

(iii) the right to Set-off any amounts payable by the Pledgor with respect to any Obligations against any 
Posted Collateral or the Cash equivalent of any Posted Collateral held by the Secured Party (or any obligation 
of the Secured Party to Transfer that Posted Collateral); and 

(iv) the right to liquidate any Posted Collateral held by the Secured Party through one or more public or 
private sales or other dispositions with such notice, if any, as may be required by applicable law, fi-ee fi-om any 
claim or right of any nature whatsoever of the Pledgor, including any equity or right of redemption by the 
Pledgor (with the Secured Party having the right to purchase any or all of the Posted Collateral to be sold) and 
to apply the proceeds (or the Cash equivalent thereof) fi-om the liquidation of the Posted Collateral to any 
amounts payable by the Pledgor with respect to any Obligations in that order as the Secured Party may elect. 

Each party acknowledges and agrees that Posted Collateral in the form of securities may decline speedily in value and is 
of a type customarily sold on a recognized market, and, accordingly, the Pledgor is not entitled to prior notice of any sale 
of that Posted Collateral by the Secured Party, except any notice that is required by law and cannot be waived. 

(b) Pledgor's Rights and Remedies. If at any time an Early Termination Date has occurred or been designated as 
the result of an Event of Default or Specified Condition with respect to the Secured Party, then (except in the case of an 
Early Termination Date relating to less than all Transactions (or Swap Transactions) where the Secured Party has paid in 
full all of its obligations that are then due under Section 6(e) of this Agreement): 

(i) the Pledgor may exercise all rights and remedies available to a pledgor under applicable law with 
respect to Posted Collateral held by the Secured Party; 
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(ii) the Pledgor may exercise any other rights and remedies available to the Pledgor under the terms of 
Other Posted Support, if any; 

(iii) the Secured Party will be obligated immediately to Transfer all Posted Collateral and the Interest 
Amount to the Pledgor; and 

(iv) to the extent that Posted Collateral or the Interest Amount is not so Transferred pursuant to (iii) 
above, the Pledgor may: 

(A) Set-off any amounts payable by the Pledgor with respect to any Obligations against any 
Posted Collateral or the Cash equivalent of any Posted Collateral held by the Secured Party (or any 
obligation of the Secured Party to Transfer that Posted Collateral); and 

(B) to the extent that the Pledgor does not Set-off under (iv)(A) above, withhold payment of any 
remaining amounts payable by the Pledgor with respect to any Obligations, up to the Value of any 
remaining Posted Collateral held by the Secured Party, until that Posted Collateral is Transferred to 
the Pledgor. 

(c) Deficiencies and Excess Proceeds. The Secured Party will Transfer to the Pledgor any proceeds and Posted 
Credit Support remaining after liquidation, Set-off and/or application under Paragraphs 8(a) and 8(b) after satisfaction in 
full of all amounts payable by the Pledgor with respect to any Obligations; the Pledgor in all events will remain liable for 
any amounts remaining unpaid after any liquidation, Set-off and/or application under Paragraphs 8(a) and 8(b). 

(d) Final Returns. When no amounts are or thereafter may become payable by the Pledgor with respect to any 
Obligations (except for any potential liability under Section 2(d) of this Agreement), the Secured Party will Transfer to 
the Pledgor all Posted Credit Support and the Interest Amount, if any. 

Paragraph 9. Representations 

Each party represents to the other party (which representations will be deemed to be repeated as of each date on which it, 
as the Pledgor, Transfers Eligible Collateral) that: 

(i) it has the power to grant a security interest in and lien on any Eligible Collateral it Transfers as the 
Plr:dgor and has taken all necessary actions to authorize the granting of that security interest and lien; 

(ii:) it is the sole owner of or otherwise has the right to Transfer all Eligible Collateral Transferred to the 
Secured Party hereunder, free and clear of any security interest, lien, encumbrance or other restrictions other 
than the security interest and lien granted under Paragraph 2; 

(iii) upon the Transfer of any Eligible Collateral to the Secured Party under the terms of this Annex, the 
Secured Party will have a valid and perfected first priority security interest therein (assuming that any central 
clearing corporation or any third-party financial intermediary or other entity not within the control of the 
Pledgor involved in the Transfer of that Eligible Collateral gives the notices and takes the action required of it 
under relevant law for perfection of that interest); and 

(iv) the performance by it of its obligations under this Annex will not result in the creation of any security 
interest, lien or other encumbrance on imy Posted Collateral other than the security interest and lien granted 
under Paragraph 2. 

Paragraph 10. Expenses 

(a) GeneraL Except as otherwise provided in Paragraphs 10(b) and IO(c), each party will pay its own costs and 
expenses in connection with performing its obligations under this Annex and neither party will be liable for any costs 
and expenses incurred by the other party in connection herewith. 
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(b) Posted Credit Support The Pledgor will promptly pay when due all taxes, assessments or charges of any 
nature that are imposed with respect to Posted Credit Support held by the Secured Party upon becoming aware of the 
same, regardless of whether any portion of that Posted Credit Support is subsequently disposed of under Paragraph 6(c), 
except for those taxes, assessments and charges that result from the exercise of the Secured Party's rights under 
Paragraph 6(c). 

(c) Liquidation/Application of Posted Credit Support. All reasonable costs and expenses incurred by or on behalf 
of the Secured Party or the Pledgor in connection with the liquidation andlor application of any Posted Credit Support 
under Paragraph 8 will be payable, on demand and pursuant to the Expenses Section of this Agreement, by the 
Defaulting Party or, if there is no Defaulting Party, equally by the parties. 

Paragraph 11. Miscellaneous 

(a) Default Interest. A Secured Party that fails to make, when due, any Transfer of Posted Collateral or the 
lnterest Amount will be obligated to pay the Pledgor (to the extent permitted under applicable law) an amount equal to 
interest at the Default Rate multiplied by the Value of the items of property that were required to be Transferred, from 
(and including) the date that Posted Collateral or Interest Amount was required to be Transferred to (but excluding) the 
date of Transfer of that Posted Collateral or Interest Amount. This interest will be calculated on the basis of daily 
compounding and the actual number of days elapsed. 

(b) Further Assurances. Promptly following a demand made by a party, the other party will execute, deliver, file 
and record any financing statement, specific assignment or other document and take any other action that may be 
necessary or desirable and reasonably requested by that party to create, preserve, perfect or validate any security interest 
or lien granted under Paragraph 2, to enable that party to exercise or enforce its rights under this Annex with respect to 
Posted Credit Support or an Interest Amount or to effect or document a release of a security interest on Posted Collateral 
or an Interest Amount. 

(c) Further Protection. The Pledgor promptly will give notice to the Secured Party of, and defend against, any 
suit, action, proceeding or lien that involves Posted Credit Support Transferred by the Pledgor or that could adversely 
affect the security interest and lien granted by it under Paragraph 2, unless that suit, action, proceeding or lien results 
from the exercise of the Secured Party's rights under Paragraph 6(c). 

(d) Good Faiih and Commercially Reasonable Manner. Performance of all obligations under this Annex 
including, but not limited to, all calculations, valuations and determinations made by either party, will be made in good 
faith and in a commercially reasonable manner. 

(e) Demands and Notices. All demands and notices made by a party under this Annex will be made as specified 
in the Notices Section of this Agreement, except as otherwise provided in Paragraph 13. 

(f) Speci@cations of Certain Matters. Anything referred to in this Annex as being specified in Paragraph 13 also 
may be specified in one or more Confirmations or other documents and this Annex will be construed accordingly. 

Paragraph 12. Definitions 

As used in this Annex:-- 

"Cash " means the lawful currency of the United States of America. 

"Credit Support Amount" has the meaning specified in Paragraph 3. 

"Custodian " has the meaning specified in Paragraphs 6(b)(i) and 13. 

"Delivery Amount" has the meaning specified in Paragraph 3(a). 

"Disputing Party" has the meaning specified in Paragraph 5. 
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"Dktributionsrr means with respect to Posted Collateral other than Cash, all principal, interest and other payments and 
distributions of cash or other property with respect thereto, regardless of whether the Secured Party has disposed of that 
Posted Collateral under Paragraph 6(c). Distributions will not include any item of property acquired by the Secured 
Party upon any disposition or liquidation of Posted Collateral or, with respect to any Posted Collateral in the form of 
Cash, any distributions on that collateral, unless otherwise specified herein. 

"Eligible (~ollateral" means, with respect to a party, the items, if any, specified as such for that party in Paragraph 13. 

"Eligible Credit Support" means Eligible Collateral and Other Eligible Support. 

"Exposurt!" means for any Valuation Date or other date for which Exposure is calculated and subject to Paragraph 5 
in the case of a dispute, the amount, if any, that would be payable to a party that is the Secured Party by the other 
party (expressed as a positive number) or by a party that is the Secured Party to the other party (expressed as a 
negative number) pursuant to Section 6(e)(ii)(:!)(A) of this Agreement as if all Transactions (or Swap Transactions) 
were being terminated as of the relevant Valuation Time; provided that Market Quotation will be determined by the 
Valuation Agent using its estimates at mid-market of the amounts that would be paid for Replacement Transactions 
(as that term is defined in the definition of "Market Quotation"). 

"Independent Amount" means, with respect to a party, the amount specified as such for that party in Paragraph 13; 
if no amount is specified, zero. 

"Interest Amountrr means, with respect to an Interest Period, the aggregate sum of the amounts of interest calculated 
for each day in that Interest Period on the principal amount of Posted Collateral in the form of Cash held by the 
Secured Party on that day, determined by the Secured Party for each such day as follows: 

(x) the amount of that Cash on that day; multiplied by 

(y) the Interest Rate in effect for that day; divided by 

"Interest Period" means the period from (and including) the last Local Business Day on which an Interest Amount 
was Transferred (or, if no Interest Amount has yet been Transferred, the Local Business Day on which Posted 
Collateral in the form of Cash was Transferred to or received by the Secured Party) to (but excluding) the Local 
Business Day on which the current Interest Amount is to be Transferred. 

"Interest Rate" means the rate specified in Paragraph 13. 

"Local Business Day", unless otherwise specified in Paragraph 13, has the meaning specified in the Definitions 
Section of this Agreement, except that references to a payment in clause (b) thereof will be deemed to include a 
Transfer under this Annex. 

"Minimum Transfer Amountrr means, with respect to a party, the amount specified as such for that party in 
Paragraph 13; if no amount is specified, zero. 

"Not~pcation Time" has the meaning specified in Paragraph 13. 

"Obligatiorrsrr means, with respect to a party, all present and future obligations of that party under this Agreement 
and any additional obligations specified for that party in Pa-agraph 13. 

"Other Eligible Support" means, with respect to a party, the items, if any, specified as such for that party in 
Paragraph 13. 

"Other Posted Support" means all Other Eligible Support Transferred to the Secured Party that remains in effect f a  
the benefit of that Secured Party. 



"Pledgor" means either party, when that party (i) receives a demand for or is required to Transfer Eligible Credit 
Support under Paragraph 3(a) or (ii) has Transferred Eligible Credit Support under Paragraph 3(a). 

"Posted Collateral" means all Eligible Collateral, other property, Distributions, and all proceeds thereof that have 
been Transferred to or received by the Secured Party under this Annex and not Transferred to the Pledgor pursuant 
to Paragraph 3(b), 4(d)(ii) or 6(d)(i) or released by the Secured Party under Paragraph 8. Any Interest Amount or 
portion thereof not Transferred pursuant to Paragraph 6(d)(ii) will constitute Posted Collateral in the form of Cash. 

"Posted Credit Support" means Posted Collateral and Other Posted Support. 

"Recalculation Date" means the Valuation Date that gives rise to the dispute under Paragraph 5;provided however, 
that if a subsequent Valuation Date occurs under Paragraph 3 prior to the resolution of the dispute, then the 
"Recalculation Date1' means the most recent Valuation Date under Paragraph 3. 

"Resolution Time" has the meaning specified in Paragraph 13. 

"Return Amount" has the meaning specified in Paragraph 3(b). 

"Secured Pariy" means either party, when that party (i) makes a demand for or is entitled to receive Eligible Credit 
Support under Paragraph 3(a) or (ii) holds or is deemed to hold Posted Credit Support. 

"Spec~jied Condition" means, with respect to a party, any event specified as such for that party in Paragaph 13 

"Substitute Credit Support" has the meaning specified in Paragraph 4(d)(i). 

"Substitution Date" has the meaning specified in Paragraph 4(d)(ii). 

"Threshold" means, with respect to a party, the amount specified as such for that party in Paragraph 13; if no 
amount is specified, zero. 

"Transfer" means, with respect to any Eligible Credit Support, Posted Credit Support or Interest Amount, and in 
accordance with the instructions of the Secured Party, Pledgor or Custodian, as applicable: 

(i) in the case of Cash, payment or delivery by wire transfer into one or more bank accounts specified by the 
recipient; 

(ii) in the case of certificated securities that cannot be paid or delivered by book-entry, payment or delivery 
in appropriate physical form to the recipient or its account accompanied by any duly executed instruments 
of transfer, assignments in blank, transfer tax stamps and any other documents necessary to constitute a 
legally valid transfer to the recipient; 

(iii) in the case of securities that can be paid or delivered by book-entry, the giving of written instructions to 
the relevant depository institution or other entity specified by the recipient, together with a written copy 
thereof to the recipient, sufficient if complied with to result in a legally effective transfer of the relevant 
interest to the recipient; and 

(iv) in the case of Other Eligible Support or Other Posted Support, as specified in Paragraph 13. 

"Valuation Agent" has the meaning specified in Paragraph 13. 

"Valuation Date" means each date specified in or otherwise determined pursuant to Paragraph 13. 

"Valuation Percentage" means, for any item of Eligible Collateral, the percentage specified in Paragraph 13. 

"Valuation Time" has the meaning specified in Paragraph 13. 
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"Value" rneans for any Valuation Date or other date for which Value is calculated and subject to Paragraph 5 in the 
case of a dispute, with respect to: 

(i) Eligible Collateral or Posted Collateral that is: 

(A) Cash, the amount thereof; and 

(B) a security, the bid price obtained by the Valuation Agent multiplied by the applicable 
Valuation Percentage, if any:, 

(ii) Posted Collateral that consists of items that are not specified as Eligible Collateral, zero; and 

(iii) Other Eligible Support and Other Posted Support, as specified in Paragraph 13. 
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Paragraph 13. Elections and Variables 

(a) Security Interest for "Obligations". The term "Obligations" as used in this Annex includes no 
additional obligations with respect to Party A or Party B. 

(b) Credit Support Obligations. 

( 9  "Delivery Amount", "Return Amount" and "Credit Support Amount" will have the 
meanings specified in Paragraphs 3(a), 3(b) and 3, respectively provided, however, that the Return 
Amount shall be adjusted, as necessary, so that immediately following any return of Collateral that 
the Value of Posted Credit Support held by the Secured Party shall always be at least equal to the 
Credit Support Amount. 

(i i) Eligible Collateral shall consist of those assets identified by the ICAD codes listed 
below, as they are defined in the Collateral Asset Definitions. Percentage shown is the Valuation 
Percentage applicable to the indicated combination of ICAD and Remaining Maturity. 

Remaining Maturity 

More than one More than five 
(1) year up to (5) years up to 

One (1) year or and including and including ten More than ten 
ICAD Code under five (5) years ( 1 0) years ( 1 0) years 

US-CASH 
US-TBILL 
us-TNOTE 
US-TBOND 
US-STRIP 
US-TIPS 
US-GNMA 
US-GNMAMBS 

There shall be no "Other Eligible Support" for Party A or Party B for purposes of this 
Annex. 

(iv) Thresholds. 

(A) "Independent Amount" means with respect to Party A: Not Applicable. 
"Independent Amount" means with respect to Party B: Not applicable. 

(B) "Threshold" means, on any day, with respect to: 

(i) Party A as Pledgor, the amount set forth under the caption "Threshold" below 
opposite the rating classification assigned to Party A's long-term unsecured, 
unsubordinated indebtedness or long-term deposits (without regard to any third 
party credit enhancement), as applicable, by the Rating Agencies on that day, as 
determined pursuant to terms of this provision (Party A's "Credit Rating"). 
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Where more than one Rating Agency rates Party A's long-term unsecured 
unsubordinated indebtedness or long-term deposits (without regard to any third 
party credit enhancement) and the ratings are split, the Threshold will be based 
on the lower of the two ratings. Where only one Rating Agency rates Party A's 
long-term unsecured unsubordinated indebtedness or long-term deposits 
(including due to a withdrawal or suspension of a rating and without regard to 
any third party credit enhancement), the Threshold will be based on the rating of 
that Rating Agency. If at any time (a) no Rating Agency rates Party A's long- 
term unsecured unsubordinated indebtedness or long-term deposits, as 
applicable, or (b) an Event of Default has occurred and is continuing with 
respect to Party A, the Threshold for that party shall be zero. "Rating Agencies" 
means Moody's and S&P. 

(ii) Party B as Pledgor, the amount set forth under the caption "Threshold" below 
opposite the rating classification assigned to the bonds issued under the Covered 
Indenture (the "Bonds") (without regard to any third party credit enhancement) 
by the Rating Agencies on that day, as determined pursuant to terms of this 
provision (the Bonds' "Credit Rating"). Where more than one Rating Agency 
rates the Bonds and the ratings are split, the Threshold will be based on the 
lower of the two ratings. Where only one Rating Agency rates the Bonds 
(including due to a withdrawal or suspension of a rating and without regard to 
any third party credit enhancement), the Threshold will be based on the rating of 
that Rating Agency. If at any time (a) no Rating Agency rates the Bonds, or (b) 
an Event of Default has occurred and is continuing with respect to Party B, the 
Threshold for Party B shall be zero. "Rating Agencies" means Fitch and S&P. 

Credit Rating of Party A - 

- - -- -- - - 

Threshold BY S&P by Moody's 
Infinite A (and above) A2 (and above) 
$ 0  A- (or below) A3 (or below) 

Credit Rating of Party B - 

Threshold BY S&P by Fitch 
Infinite BBB (and above) BBB (and above) 
$ 0  BBB- (or below) BBB- (or below) 

(B) "Minimum Transfer Amount" means with respect to Party A: $1 00,000 
"Minimum Transfer Amount" means with respect to Party B: $100,000 

(D) Rounding. The Delivery Amount will be rounded up and the Return Amount will 
be rounded down to the nearest integral multiple of $10,000.00, respectively. 

(c) Valuation and Timing. 

(i) "Valuation Agent" means, for the purposes of Paragraphs 3 and 5, the party making the 
demand under Paragraph 3, and, for the purposes of Paragraph 6(d), the Secured Party receiving 
or deemed to receive the Distributions or the Interest Amount, as applicable. 
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(ii) "Valuation Date" means: Each and every Local Business Day commencing on the first 
such date following the date hereof. 

(iii) "Valuation Time" means: 

[ ] the close of business in the city of the Valuation Agent on the Valuation Date or 
date of calculation, as applicable; 

[ X ] the close of business on the Local Business Day before the Valuation Date or 
date of calculation, as applicable; 

provided that the calculations of Value and Exposure will be made as of approximately 
the same time on the same date. 

(iv) "Notification Time" means 1 :00 p.m., New York time, on a Local Business Day. 

(d) Conditions Precedent and Secured Party's Rights and Remedies. The following Termination 
Event(s) will be a "Specified Condition" for each party (that party being the Affected Party if the 
Termination Event occurs with respect to that party) for purposes of Paragraphs 4(a), 6(c), 8(a) 
and 8(b): Illegality, Credit Event Upon Merger and Additional Termination Event. 

(e) Substitution. 

(9  "Substitution Date" means the Local Business Day in New York on which the Secured 
Party is able to confirm irrevocable receipt of the Substitute Credit Support, provided that (x) 
such receipt is confirmed before 3:00 p.m. (New York time) on such Local Business Day in New 
York and (y) the Secured Party has received, before 1:00 p.m. (New York time) on the 
immediately preceding Local Business Day in New York, the notice of substitution described in 
Paragraph 4(d)(i). 

(ii) Consent. The Pledgor is not required to obtain the Secured Party's consent for any 
substitution pursuant to Paragraph 4(d). 

(f) Dispute Resolution. 

(i) "Resolution Time" means 1:00 p.m., New York time, on the Local Business Day 
following the date on which a notice is given that gives rise to a dispute under Paragraph 5. 

(ii) Value. For the purpose of Paragraphs 5(i)(C) and 5(ii), the Value of Posted Credit 
Support will be calculated as follows: for Cash, the U.S. dollar value thereof, and for each item 
of Eligible Collateral (except for Cash), an amount in U.S. dollars equal to the product of (i) 
either (A) the bid price for such security quoted on such day by a principal market-maker for 
such security selected in good faith by the Secured Party or (B) the most recent publicly available 
bid price for such security as reported by a quotation service or in a medium selected in good 
faith and in a commercially reasonable manner by Secured Party, multiplied by (ii) the 
percentage figure listed in Paragraph 13(b)(ii) hereof with respect to such security. 

(iii) Alternative. The provisions of Paragraph 5 will apply. 
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(g) Holding and Using Posted Collateral. 

(i) Eligibility to Hold Posted Collateral; Custodians. Party A and its Custodian, and Party B 
and its Custodian, will be entitled to hold Posted Collateral, as applicable, pursuant to Paragraph 
6(b); provided that the following conditions applicable to each party are satisfied: 

(A) Party A, as the Secured Party, is not a Defaulting Party; provided however, if 
Party A is a Defaulting Party then Party A must appoint a Custodian to hold Posted 
Collateral. 

(B) Party B, as the Secured Party, is not a Defaulting Party; provided however, if 
Party B is a Defaulting Party then Party B must appoint a Custodian to hold Posted 
Collateral. 

(C) Each party hereby covenants and agrees that it will cause all Posted Collateral 
received from the other party to be entered in one or more accounts (each, a "Collateral 
Account") with a domestic office of a commercial bank, trust company or financial 
institution organized under the laws of the United States (or any state or a political 
subdivision thereof) having assets of at least $10 billion and a long term debt or deposit 
rating of at least (i) Baa2 from Moody's and (ii) BBB from S&P (a "Qualified 
Institution"), each of which accounts may include property of other parties but will bear 
a title indicating the Secured Party's interest in said account and the Posted Collateral in 
such account. In addition the Secured Party may direct the Pledgor to transfer or deliver 
Eligible Collateral directly into the Secured Party's Collateral Account(s). If otherwise 
qualified, the Secured Party may act as such Qualified Institution and the Secured Party 
may move the Collateral Accounts from one Qualified Institution to another upon 
reasonable notice to the Pledgor. The Secured Party shall cause statements concerning 
the Posted Collateral transferred or delivered by the Pledgor to be sent to the Pledgor on 
request, which may not be made more frequently than once in each calendar month. 

Initially the Custodian, for Party A is:- Not applicable. 

Initially the Custodian, for Party B is:- Not applicable. 

(ii) Use of Posted Collateral. The provisions of Paragraph 6(c) will apply to Party A and will 
apply to Party B. 

(h) Distributions and Interest Amount. 

(i) The "Interest Rate", with respect to Eligible Collateral in the form of Cash, for any day, 
will be the rate opposite the caption "Federal funds (effective)" for such day as published by the 
Federal Reserve Publication H. 15 (5 19) or any successor publication as published by the Board 
of Governors of the Federal Reserve System. 

(ii) The "Transfer of Interest Amount" will be made within 3 Local Business Days after the 
last Local Business Day of each calendar month. 

(iii) Alternative Interest Amount. The provisions of Paragraph 6(d)(ii) will apply. 

(iv) Paragraph 12 is hereby amended by replacing the definition of "Interest Period" with the 
following: 
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"'Interest Period' means the period from (and including) the first day of each calendar 
month to (and including) the last day of each calendar month." 

(i) Additional Representations. None. 

(j) Other Eligible Support and Other Posted Support. Not Applicable. 

(k) Demands and Notices. All demands, specifications and notices made by a party to this Annex 
will be made to the following: 

Party A: Bank of America, N.A. 
Sears Tower 
233 South Wacker Drive, Suite 2800 
Chicago, Illinois 60606-6306 

Telephone No.: (3 12) 234-3030 
Facsimile: (3 12) 234-273 1 

Party B: Modesto Public Financing Authority 
City of Modesto Finance Department 
City Hall 
10 10 Tenth Street, Suite 5200 
Modesto, California 95353 
Attention: Director of Finance 
Telephone No.: (209) 577-537 1 
Facsimile No.: (209) 571-5880 

With a copy to: 

City Attorney's Office 
C/O City of Modesto 
City Hall 
10 10 Tenth Street, Sixth Floor 
Modesto, California 95354 
Attention: City Attorney 
Telephone No.: (209) 577-5284 
Facsimile No.: (209) 544-8260 

(I) Addresses for Transfers. 

Party A: CashJInterest Payments: (USD Only) 
Bank of America, New York 
ABA 026009593 
Account # 6550-619389 
F/O Bank of America, Charlotte-Collateral 

Eligible Collateral (other than cash): 
BK AMERICA NCIINV 
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ABA# 053 000 196 

Party B: Cash: 

Eligible Collateral (other than cash): 

(m) Other Provisions. 

(i) This Credit Support Anner; is a Security Agreement under the New York UCC. 

( i i )  The definitions and provisions contained in the Collateral Asset Definitions First Edition 
- 2003 (the "Collateral Asset Definitions"), as published by the International Swaps and 
Derivatives Association, Inc., ("ISDA") are incorporated into this Annex. In the event of 
any inconsistency betweein any of the following, the first listed shall prevail (i) this 
Annex, (ii) the Agreement and (iii) the Collateral Asset Definitions. 

(iii) Paragraph 12 is hereby amended by adding, in alphabetical order, the following: 

"'Fitch' means Fitch Ratings, or any successor to the rating business of such entity." 

"'Moody's' means Mood:y3s Investor Services, Inc., or any successor to the rating 
business of such entity." 

'"S&P' means Standard and Poor's Ratings Services, a division of The McGraw-Hill 
Companies, Inc., or any successor to the rating business of such entity." 

(iv) At any time when the Pledger's Credit Rating is either "BBB-" or below by S&P or 
"Baa3" or below by Moody's, or no long-term unsecured unsubordinated indebtedness or 
long-term deposits, as applicable, of the Pledgor is rated by either Rating Agency, or an 
Event of Default has occurred and is continuing with respect to the Pledgor: 

(A) With respect to iiny Transfer of Eligible Credit Support demanded under 
Paragraph 3(a), Paragraph 4(b) of this Annex shall be deemed to be amended as 
follows: (I) replace the word "next" in the third line thereof with the word 
"same" and (11) replace the word "second" in the last line thereof with the word 
"next." 

(B) Paragraph 5 of this Annex shall be deemed to be amended by deleting clause (2) 
thereof in its entirety and inserting in lieu thereof the following: 

"(2) subject to Paragraph 4(a), the appropriate party will Transfer the undisputed 
amount to the other party not later than (X) the date the Transfer otherwise 
would have been due if no dispute had existed in the case of (I) above, or (Y) the 
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(C) Paragraph 7 of this Annex shall be deemed to be amended by deleting clause (i) 
thereof in its entirety and inserting in lieu thereof the following: 

"(i) (x) the Pledgor fails (or fails to cause its Custodian) to make, when due, any 
Transfer of Eligible Credit Support required to be made by it, or (y) the Secured 
Party fails (or fails to cause its Custodian) to make, when due, any Transfer of 
Posted Credit Support or Interest Amount, as applicable, required to be made by 
it and, in the case of clause (y) above, that failure continues for two Local 
Business Days after notice of that failure is given to the Secured Party;" 

(D) Notwithstanding Paragraph 13(c)(iv), "Notification Time" means 9:00 a.m., New 
York time, on a Local Business Day. 

(v) Parties Not Obligated To Transfer Eligible Collateral. Notwithstanding anything in the 
Credit Support Annex to the contrary, Party B shall not be obligated to Transfer Eligible 
Collateral hereunder unless a Ratings Event has occurred as defined in Part l(g)(i) and 
Party B elects to Transfer Eligible Collateral to preclude the occurrence of an Additional 
Termination Event with respect to Party B thereunder. 

The deemed amendments to this Annex set forth above shall cease to be effective on the 
date that all the conditions set forth in the first sentence of this provision no longer exist, 
but shall be reinstated from time to time if any of those conditions exists at a later time. 

Restatement and Amendment of Prior Agreement. This Annex restates and amends in its 
entirety the credit support annex relating to the schedule to the ISDA Master Agreement, each dated as of 
April 11,2007, between the parties hereto. 

Accepted and agreed: 

BANK OF AMERICA, N.A. 

By: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Name: 
Title: 
Date: 

MODEST0 PUBLIC FINANCING 
AUTHORITY 

Name: 
Title: 4 4  v u  
Date: f / L h ~ 6 '  
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close of business on the Local Business Day following the date of Transfer in the 
case of (11) above," 

(C) Paragraph 7 of this Annex shall be deemed to be amended by deleting clause (i) 
thereof in its entirety and inserting in lieu thereof the following: 

"(i) (x) the Pledgor fails (or fails to cause its Custodian) to make, when due, any 
Transfer of Eligible Credit Support required to be made by it, or (y) the Secured 
Party fails (or fails to cause its Custodian) to make, when due, any Transfer of 
Posted Credit Support or Interest Amount, as applicable, required to be made by 
it and, in the case of clause (y) above, that failure continues for two Local 
Business Days after notice of that failure is given to the Secured Party;" 

(D) Notwithstanding Paragraph 13(c)(iv), "Notification Time" means 9:00 a.m., New 
York time, on a Local Business Day. 

(v) Parties Not Obligated To Transfer Eligible Collateral. Notwithstanding anything in the 
Credit Support Annex to the contrary, Party B shall not be obligated to Transfer Eligible 
Collateral hereunder unless a Ratings Event has occurred as defined in Part l(g)(i) and 
Party B elects to Transfer Eligible Collateral to preclude the occurrence of an Additional 
Termination Event with respect to Party B thereunder. 

The deemed amendments to this Annex set forth above shall cease to be effective on the 
date that all the conditions set forth in the first sentence of this provision no longer exist, 
but shall be reinstated from time to time if any of those conditions exists at a later time. 

Restatement and Amendment of Prior Agreement. This Annex restates and amends in its 
entirety the credit support annex relating to the schedule to the ISDA Master Agreement, each dated as of 
April 11,2007, between the parties hereto. 

Accepted and agreed: 

BANK OF AMERICA, N.A. 

By: . . . . . . . . . . . . . . . . /Y R...... 
Name: 
Title: 
Date: 

MODEST0 PUBLIC FINANCING 
AUTHORITY 

By: . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Name: 
Title: 
Date: 
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Bankof America 
4404@$i 

To: 

Attn: 
Fax: 
Telephone: 

Modesto Public Financing Authority 
101O-lOth~t 
Modesto, CA 953530000 
Wayne Padilla 
(209) 571-5880 
(209) 577-5371 

From: Bank of America, N.A. 
233 South Wacker Drive - Suite 2800 
Chicago 
Illinois 60606 
U.S.A. 

Department: Swaps Operations 
Telephone: (+I) 3 12 234 2732 
Fax: (+l)  866 255 1444 

Date: 22nd August 2008 

Our Reference No: 51513754 
Reference Name: Mike Moss 
Internal Tracking No: 5 15 13754 

Dear SirJMadam, 

The purpose of this letter agreement is to confirm the terms and conditions of the Transaction 
entered into between Modesto Public Financing Authority and Bank of America, N.A. (each a 
"party" and together "the parties") on the Trade Date specified below (the "Transaction"). This 
letter agreement constitutes a "Confirmation" as referred to in the ISDA Master Agreement 
specified in Paragraph 1 below (the "Agreement"). 

The definitions and provisions contained in the 2006 ISDA Definitions, as published by the 
International Swaps and Derivatives Association, Inc., (the "Definitions") are incorporated into 
this Confirmation. In the event of any inconsistency between the Definitions and this 
Confirmation, this Confirmation will govern. 

I. This Confirmation supplements, forms part of, and is subject to, the ISDA Master 
Agreement dated as of 11 th April 2007 (which is expected to be amended and restated as of 22nd 
August 2008), as amended and supplemented from time to time, between the parties. All 
provisions contained in the Agreement govern this Confirmation except as expressly modified 
below. 



In this Confirmation "Party A" means Bank of America, N.A., "Party B" means Modesto Public 
Financing Authority. 

2. The terms of the particular Transaction to which this Confirmation relates are as follows: 

Notional Amount: As per Schedule A attached hereto 

Trade Date: 22"* August 2008 

Effective Date: 28' August 2008 

Termination Date: 1" September 2033 

Fixed Amounts: 

Fixed Rate Payer: Party B 

Fixed Rate Payer Payment The 1st of each month, commencing on 1" October 
Dates: 2008 and ending on the Termination Date, subject to 

adjustment in accordance with the Modified Following 
Business Day Convention 

Fixed Rate Payer Period End The 1st of each month, commencing on lSt October 
Dates: 2008 and ending on the Termination Date. No 

Adjustment. 

Fixed Rate: 3.61400 per cent 

Fixed Rate Day Count 3 013 60 
Fraction: 

Floating Amounts: 

Floating Rate Payer: Party A 

Floating Rate Payer Payment The 1st of each month, commencing on 1" October 
Dates: 2008 and ending on the Termination Date, subject to 

adjustment in accordance with the Modified Following 
Business Day Convention 

Floating Rate Payer Period End The 1st of each month, commencing on lSt October 
Dates: 2008 and ending on the Termination Date. No 

Adjustment. 

Floating Rate for initial 
Calculation Period: To be determined 

Floating Rate Option: USD-LIBOR-BBA 



Designated Maturity: 1 Month 

Floating Rate: 

Spread: 

A rate, expressed as a percentage, equal to 63.70000 
per cent of the Relevant Rate for a Reset Date 

Plus 0.15400% 

Floating Rate Day Count Actual / Actual (ISDA) 
Fraction: 

Reset Dates: Thursday of each week 

Method of Averaging: Weekly Weighted 

Business Days: New York 

Calculation Agent: Party A 

Recording of Conversations: 

Each party to this Transaction acknowledges and agrees to the tape recording of conversations 
between the parties to this Transaction whether by one or other or both of the parties or their 
agents, and that any such tape recordings may be submitted in evidence in any Proceedings 
relating to the Agreement and/or this Transaction. 

3. Other Provisions: 

In consideration of the early termination of the Transactions with our Internal Tracking No. 
2321053, Bank of America, N.A. and Modesto Public Financing Authority have agreed to enter 
into this new Swap Transaction (our ref 5 15 13754) with an embedded Mark-to-Market value. 
This is reflected in, and has increased, the Fixed Rate payable by Party B hereunder. 

4. Account Details 

As advised under separate cover with reference to this Confirmation, each party shall provide 
appropriate payment instructions to the other party in writing and such instructions shall be 
deemed to be incorporated into this Confirmation. 

5. Offices: 

The Office of Party A for this 
Transaction is: Charlotte, N.C. - United States 

Please send reset notices to (+I) 866 218 8487 

The Office of Party B for this Modesto, California, United States 
Transaction is: 



SCHEDULE A 

Calculation Period 
Scheduled to Commence on: 

8/28/2008 
9/1/2008 
9/1/2009 
9/1/2010 
9/1/2011 
9/1/2012 
9/1/2013 
9/1/2014 
9/1/2015 
9/1/2016 
9/1/2017 
9/1/2018 
9/1/2019 
911 12020 
911 1202 1 
9/1/2022 
9/1/2023 
911 12024 
9/1/2025 
9/1/2026 
911 12027 
911 12028 
9/1/2029 
9/1/2030 
9/1/2031 
9/1/2032 
911 12033 

Notional Amount (USD): 
65,170,000 
65,170,000 
64,275,000 
63,255,000 
62,130,000 
60,870,000 
59,475,000 
57,970,000 
56,305,000 
54,470,000 
52,775,000 
50,915,000 
48,915,000 
46,745,000 
44,355,000 
41,770,000 
38,985,000 
35,995,000 
32,755,000 
29,285,000 
25,555,000 
21,740,000 
17,770,000 
13,615,000 
9,275,000 
4,745,000 



Please confirm that the foregoing correctly sets forth the terms and conditions of our agreement 
by returning via telecopier an executed copy of this Confirmation to the attention of Global 
Derivative Operations (fax no. (+1 866) 255 1444). 

Bank of America, N.A. Accepted and confirmed as of the date first 
written: 

Modesto Public Financing Authority 

Authorised 

Wndpal 

Name: 

Title: 

Our Reference Number: 51513754 
Internal Tracking No: 51513754 



Please confirm that the foregoing correctly sets forth the terms and conditions of our agreement 
by returning via telecopier an executed copy of this Confirmation to the attention of Global 
Derivative Operations (fax no. (+1 866) 255 1444). 

Bank of America, N.A. Accepted and confirmed as of the date first 
written: 

Modesto Public Financing Authority 

@Q Authorised Signat ry 

Title: k L d  G \ 7% U\TV 

Our Reference Number: 51513754 
Internal Tracking No: 51513754 



Bamkof America 4gjggpigpi 

To: Modesto Public Financing Authority 
101O-lOth~t 
Modesto, CA 953530000 

Attn: Wayne Padilla 
Fax: (209) 571-5880 
Telephone: (209) 577-5371 

From: Bank of America, N.A. 
233 South Wacker Drive - Suite 2800 
Chicago, Illinois 60606 
U.S.A. 

Department: Swaps Operations 
Telephone: (+I) 312 234 2732 
Fax: (+I) 866 255 1444 

Date: 22nd August 2008 

Our Reference No: 5 1 55 19 1 
Internal Tracking No: 232 1053 

Dear SirIMadam, 

Re: Termination of the Transaction between Modesto Public Financing Authority and Bank of 
America, N.A. (our ref: 5155191) with an Effective Date of 3rd September 2008, Termination 
Date of 1" September 2033 and an Amortized Notional Amount of USD 61,200,000 (the 
"Transaction") 

The purpose of this letter agreement (this "Confirmation n, is to confirm the terms and conditions on 
which the Transaction (the terms of which are set out in the Confirmation with our Reference Number 
5155191 (the "Transaction Confirmationt')) will be terminated. Capitalised terms used but not 
defined herein will have the meanings ascribed to them in the Transaction Confirmation. 

This Confirmation supplements, forms part of and is subject to, the ISDA Agreement between you 
and us referred to in the Transaction Confirmation (the "Agreement"). This letter agreement 
constitutes a "Confirmation" as referred to in the Agreement. All provisions contained in the 
Agreement govern this Confirmation except as expressly modified below. 

The terms on which the Transaction will terminate are as follows: 

Notwithstanding the Termination Date for the Transaction specified in the Transaction Confirmation, 
the Transaction will terminate on 22nd August 2008 (the "Early Termination Datet? and all future 
obligations of Bank of America, N.A. and Modesto Public Financing Authority under the Transaction 
with effect from and including the Early Termination Date will be terminated. 



In consideration of the early termination of the Transaction, Bank of America, N.A. and Modesto 
Public Financing Authority have agreed to enter into a new Swap Transaction (our ref: 51513754) 
which has an embedded negative Mark-to-Market value), the terms of which are evidenced in the 
Confirmation entered into between us in rellation thereto. 

This Confirmation shall be governed by, and construed in accordance with, the Governing Law stated 
in the Agreement or the Transaction Confirmation, as the case may be. 

Please confirm that the foregoing correctly sets forth the terms and conditions of our agreement by 
returning via telecopier an executed copy of this Confirmation in its entirety to the attention of Global 
FX and Derivative Operations (fax no.(+l) 866 255 1444). 

Bank of America, N.A. Accepted and confirmed as of the date first 
written: 

Modesto Public Financing Authority 

Authorised ~i~fiat0r-y Name: 

Title: 

Our Reference Number: 5 15 5 191 
Internal Tracking Numbers: 232 1053 



In consideration of the early termination of the Transaction, Bank of America, N.A. and Modesto 
Public Financing Authority have agreed to enter into a new Swap Transaction (our ref: 51513754) 
which has an embedded negative Mark-to-Market value), the terms of which are evidenced in the 
Confirmation entered into between us in relation thereto. 

This Confirmation shall be governed by, and construed in accordance with, the Governing Law stated 
in the Agreement or the Transaction Confirmation, as the case may be. 

Please confirm that the foregoing correctly sets forth the terms and conditions of our agreement by 
returning via telecopier an executed copy of this Confirmation in its entirety to the attention of Global 
FX and Derivative Operations (fax no.(+l) 866 255 1444). 

Bank of America, N.A. Accepted and confirmed as of the date first 
written: 

f i  Authorised Sig atory 

~oger  Hdntzelman 
Pttndpal 

Our Reference Number: 5 15 5 19 1 
Internal Tracking Numbers: 232 1053 



EXECUTION COPY 

SWAP POLICY CANCELLATION AGREEMENT 

THIS SWAP POLICY CANCELLATION AGREEMENT (this "Agreement") dated 
as of August 21,2008 is entered into by and among BANK OF AMERICA, N.A. ("BANA"), 
MODEST0 PUBLIC FlNANCING AUTHORITY (the "Authority"), and CIFG 
ASSURANCE NORTH AMERICA, INC. ("CIFG"). Reference is made to that certain ISDA 
Master Agreement, dated as of April 11, 2007 (the "Master Agreement"), by and between 
BANA and the Authority, including the schedule and credit support annex thereto (the 
"Schedule") dated as of April 11, 2007, and confirmation thereunder bearing Reference No. 
5155191, dated April 12, 2007 (the "Confirmation" and together with the Schedule and the 
Master Agreement, the "Swap Agreement"). Capitalized terms not otherwise defined herein shall 
have the meanings assigned to them in the Swap Agreement, 

REClTALS 

1. CIFG issued a Financial Guaranty Insurance Policy in Respect of an Interest Rate 
Swap, Policy Number: CIFG NA-1569 (the "Swap Policy") to insure certain amounts (as set 
forth in the Swap Policy) due from the Authority to BANA under the Swap Agreement; 

2. BANA, as the sole beneficiary under the Swap Policy, now desires to cancel and 
return the Swap Policy to CIFG and the Authority also desires that the Swap Policy be cancelled 
and returned to CIFG in connection with the refunding and redemption of the Authority's 
$62,275,000 Modesto Public Financing Authority Lease Revenue Refunding and Capital 
Improvement Bonds, Series 2007, in accordance with the Indenture, pursuant to which the Swap 
Agreement was entered into; and 

3.  CIFG has agreed to relinquish certain rights under the Swap Agreement for the 
benefit of BANA and the Authority based on each of the BANA's and the Authority's agreement 
to cancel the Swap Policy and to waive any lights under the Swap Policy, all as set forth herein. 

In consideration of the premises and the mutual promises set forth below, the parties 
hereto agree as follows: 

AGREEMENT 

Section 1. BANA hereby represents and warrants to, and covenants with, CIFG that, 
as of the date of this Agreement: (a) it hereby cancels the Swap Policy, (b) it will immediately 
return the original Swap Policy to CIFG or, if applicable, a copy of the Swap Policy together 
with an affidavit stating that the original Swap Policy cannot be located and that it intends that 
the original Swap Policy be cancelled; provided, however, that failure to deliver the Swap Policy 
or such affidavit shall not have any effect on the cancellation of the Swap Policy pursuant to this 
Agreement, (c) that the Authority's payment obligations under the Swap Agreement are no 
longer insured by the Swap Policy, (d) it irrevocably waives any right to submit or make any 
claim for payment or otherwise under the Swap Policy and (e) its obligations under this 
Agreement constitute its legal, valid and binding obligations. 



Section 2. The Authority hereby represents and walrants to, and covenants with, 
CIFG that, as of the date of this Agreenlent: (a) it desires that the Swap Policy be cancelled and 
returned to CIFG, (b) that the Authority's payment obligations to BANA are no longer insured 
by the Swap Policy, (c) it irrevocably waives any right to claim that the Swap Policy insures any 
payment obligations under the Swap Agreement ,or to demand that CIFG make any payment 
under the Swap Policy and (d) its obligatiolis under this Agreement constitute its legel, valid and 
binding obligations. 

Section 3. CIFG agrees, as of the date of this Agreement that (a) the Swap 
Agreement shall no longer constitute an Insured Transaction and (b) it has no fUrther rights under 
the Swap Agreement, including but not limited to any right to consent to amendments to the 
Swap Agreement. 

Section 4. The parties hereto agree that as of the date of this Agreement, the Swap 
Policy is hereby surrendered and deemed cancelled by BANA and no amounts will be due or 
payable pursuant to the Swap Policy and none of the parties hereto, their successors or assigns 
will submit any claims for payment pursuant to the Swap Policy. 

Section 5. The Authority agrees to indemniQ CIFG against any and all liability, 
claims, loss, costs, damages, fees of attorneys and other expenses which CIFG may sustain or 
incur which relate to or arise by reason of or in consequence of this Agreement except to the 
extent that suck liability, claim, loss, costs, damages, fees or other expenses shall be due to the 
willful misfeasance, bad faith or negligence of CIFG. The Authority agrees to pay CIFG's 
attorneys' fees in conilection with the preparation and delivery of this Agreement. 

Section 6. This Agreement may be executed in several counterparts, each of which 
shall be an original and all of which together shall constitute but one and the same instl-t~ment. 

Section 7. This Agreement shall be governed by and construed in accordance with 
the laws of the State of New York. 

[Signature page follows] 



IN WITNESS WHEREOF, each of the parties hereto has caused this Swap Policy 
Cancellation Agreement to be executed in its respective name by its duly authorized officer, all 
as of the date first above written. 

BANK OF AMERICA, N.A. 

MODEST0 PUBLIC FINANCING . 
AUTHORITY 

By: 
Title: 

CIFG A S S U W C E  NORTH AMERICA, INC. 

By: 
Title: 



IN WITNESS WHEREOF, each of the parties hereto has caused this Swap Policy 
Cancellation Agreement to be executed in its respective name by its duly authorized officer, all 
as of the date first above written. 

BANK OF AMERICA, N.A. 

By: 
Title: 

MODEST0 PUBLIC FINANCING 
AUTHORITY 

/I 

By: 
Title: t <- 

By: 
Title: / 

Michael 6. Knopf 
Managlng Dlrector and Vlce Prosklent 



ASSISTANT SECRETARY'S CERTIFICATE 
OF 

BANK OF AMERICA, NATIONAL ASSOCIATION 

The undersigned, Allison L. Gilliarn, an Assistant Secretary of Bank of 
America, National Association (the "Association"), a national banking association 
organized and existing under the laws of the United States of America and having its 
principal place of business in the City of Charlotte, County of Mecklenburg, State of 
North Carolina, does hereby certify that: 

I .  The following person has been duly designated as an Authorized Officer of the 
Association, and the specimen signature set forth opposite his name below is 
genuine: 

Name Title ' - 
Shirley de la Canal Senior Vice President 

Roger H. Heintzelman Principal 

2. The Association is authorized to transact the business of banking as a national 
banking association and its Articles of Association and By-laws, each dated as 
of June 13, 2005, have not been modified or amended as of the date of this 
Certificate. 

3.  A true and complete copy of the Association's Board of Director Resolutions 
(the "Transaction Resolutions") dated January 24, 2006, is attached as Exhibit 
A hereto, and the same is in full force and effect as of the date of this 
Certificate. 

4. The person whose specimen signature appears in paragraph 1 of this Certificate 
qualifies as an "Authorized Officer" of the Association, as such term is defined 
and used in the Transaction Resolutions. 

IN WITNESS WHEREOF, I have hereupon set my hand and affixed the 
seal of said Association this flF day of 9 , 2008. 

---- -. - _  
,I - - 5 .  - .  - .  . . -. . * 

:.u----.: - ,- 
\: ---: - .  

.' ,- -- " - -. - - - - - .  
* C I - .  - - ----- - - ., . - 
= (SEAL) - : ,; -- - " 

- . ,  - .  -+,;---* --_- -.. \. / ". :.- - - j 
+-- . * - 

A'- 

Allison L. Gilliam 



BANK OF AMERICA, NATIONAL ASSOCIATION 
BOARD OF DIRECTORS 

RESOLUTIONS 

JANUARY 24,2006 

RESOLVED, that within the scope of their respective authorities, any Authorized 
Officer of Bank of America, National Association (the "Association") is hereby 
empowered to be responsible and to designate key officers to be responsible for the 
overall supervision, coordination, execution and delivery, including the maintenance of 
appropriate books and records, of all transactions, contracts, agreements, arrangements 
and commitments by which the business and activities of the functional area, group, unit, 
department or division of the Association under the Authorized Officers control are 
conducted on behalf of the Association, including, to the extent permitted by federal law 
or regulation, purchasing, investing in, or otherwise acquiring (including purchasing on 
margin and borrowing funds through or from approved third parties and securing 
payment thereof with property of the Association to the extent permitted by law), 
possessing, selling (including short sales), placing as agent, effecting transactions 
pursuant to repurchase and reverse repurchase agreements, transferring, lending, 
borrowing, exchanging or otherwise disposing of, an generally underwriting, dealing and 
trading in (A) securities, mortgages and instruments, whether on a current, mandatory 
forward or optional commitment basis, including: (1) United States government 
securities and federal agency securities, on a when-issued or current settlement basis; (2) 
mortgage-backed pass-through securities, guaranteed as to payment of principal and 
interest by the Government National Mortgage Association, Federal Home Loan 
Mortgage Corporation or the Federal National Mortgage Association; (3) asset-backed 
securities and mortgage related securities, including collateralized mortgage obligations, 
mortgage-backed debt securities and mortgage-backed pass-through securities not 
enumerated in clause A(2) above; (4) whole mortgage loans whether residential, 
commercial or project related, and instruments and participation certificates evidencing 
an interest in any such loans; (5) money market instruments, including federal funds, 
deposits, redeposits, bankers acceptances, certificates of deposit, deposit notes, bank 
notes and commercial paper (both foreign and domestic); (6) municipal securities, 
including general obligation and revenue bonds and variable rate demand notes; (7) 
equity securities and corporate debt obligations, whether secured; unsecured or 
convertible, including bonds, debentures.and notes; (B) foreign currencies and foreign 
currency-denominated securities, deposits and money market instruments including 
currency swaps, cross-currency interest rate swaps, Eurocurrency deposits and redeposits, 
certificates of deposit, notes and floating rate notes (FRNYs) and bonds; (C) foreign 
government and government agency securities; (D) derivative products, including interest 
rate swaps, caps, collars, floors, swap options, forward rate agreements, commodity 
derivatives, equity derivatives and the like and futures and options (exchange listed or 
over-the-counter) on securities, securities and other indices, financial instruments, 
commodities, foreign currencies and the like. 



FURTHER RESOLVED, that such authority with respect to such transactions, 
contracts, agreements, arrangements or commitments or with respect to any transactions 
deemed by such key officers to be proper in connection therewith includes the authority 
to give written (including telecopied, telexed, telegraphic and electronic) or oral 
instructions, to pay in cash or by check andor draft drawn upon the funds of the 
Association such sums as may be necessary, and to bind the obligate the Association to 
and for the carrying out of any such transaction, contract, agreement, arrangement or 
commitment which shall be entered into by any such officers for and on behalf of the 
Association; to deliver securities or other documents; to authorize or order the transfer or 
delivery of securities or other documents; to enter into and bind the Association to the 
terms of any and all agreements with appropriate clearing organizations; to affix the seal 
of the Association to any documents, instruments or agreements or otherwise; to endorse 
in the name of the Association or otherwise any securities in order to pass title thereto; to 
direct the sale or exercise all rights with respect to any securities; to sign for the 
Association all releases, powers of attorney andor other documents in connection with 
any such transaction, contract, agreement, arrangement or commitment and to agree to 
any terms or conditions in connection therewith; to accept delivery of any securities, 
documents or other items; to appoint any other person or persons to do any and all things 
which any of such officers is empowered to do; and generally to do and take any and all 
action necessary or considered desirable in connection with any such transaction, 
contract, agreement, arrangement or commitment. 

Authorized Officers 

RESOLVED, that the Authorized Officers of the Association for the purpose of these 
resolutions shall be the Chief Executive Officer, any Vice Chairman of the Board, the 
President, any Division President, the Chief Financial Officer, the Principal Financial 
Executive, any Executive Vice President (or other officer of equivalent or higher rank or 
grade), the Treasurer, any Deputy Treasurer, the Chief Investment Officer and any Senior 
Vice PresidentjTreasury or Corporate Investments Group of the Association or any 
individual designated by one the foregoing officers, and that each Authorized Officer 
may execute and deliver any document and take any action the officer deems appropriate 
in connection with anything authorized by any of the foregoing resolutions. 

Page 2 



SIDLEY AUSTIN LLP 

555 CALIFORNIA STREET 

SAN FRANCISCO, CA 94104 

(415) 772 1200 

(415) 772 7400 FAX 

August 28,2008 

Bank of America, N.A. 
Charlotte, NC 28255 

Modesto Public Financing Authority 
Modesto, CA 95353 

City of Modesto 
Modesto, CA 95353 

BElJlNG 
BRUSSELS 
CHICAGO 

DALLAS 

FRANKFURT 

GENEVA 

HONG KONG 
LONDON 

FOUNDED 1866 

LOS ANGELES 
NEW YORK 
SAN FRANCISCO 

SHANGHAI 

SINGAPORE 
SYDNEY 

TOKYO 

WASHINGTON. D C 

Re: $65,170,000 
Modesto Public Financing Authority 

Lease Revenue Refunding Bonds 
Series 2008 

Dear Ladies and Gentlemen: 

We have acted as bond counsel to the Modesto Public Financing Authority (the "Authority") in 
connection with the above-referenced bonds (the "Bonds"). In connection with the issuance of the Bonds, 
the Authority is executing the amended and restated ISDA Master Agreement, dated as of August 22, 
2008 (the "Master Agreement"), the U.S. Municipal Counterparty Schedule, dated as of August 22, 2008 
(the "Schedule"), the amended and restated Credit Support Annex to the Schedule, dated as of August 22, 
2008 (the "Annex") and the Confirmation, dated August 22, 2008 (the "Confirmation" and, together with 
the Master Agreement, the Schedule and the Annex, collectively, the "Swap Agreement"), by and 
between the Authority and Bank of America, N.A. ("Party A"). You have asked us to advise you 
whether, under existing laws, regulations, rulings and court decisions, the Swap Agreement constitutes a 
valid and binding obligation of the Authority and whether, under existing laws, regulations, rulings and 
court decisions, the Lease Agreement (hereinafter defined) constitutes the valid and binding obligations of 
the Authority and the City of Modesto (the "City"). Capitalized terms used herein and not otherwise 
defined shall have the meanings ascribed thereto in the Indenture, dated as of August 1, 2008 (the 
"Indenture") by and between the Authority and The Bank of New York Mellon Trust Company, N.A. 

Payments on the Bonds and the Swap Agreement are derived primarily from Base Rental 
Payments made by the City pursuant to the Lease Agreement, dated as of August 1, 2008 (the "Lease 
Agreement") by and between the Authority and the City. 

In such connection, we have reviewed the Swap Agreement, the Resolution adopted by the 
Authority on August 6, 2008, approving the Swap Agreement (the "Authority Resolution"), the 
Resolution adopted by the City Council of the City on August 6, 2008, approving the Swap Agreement 
(the "City Resolution" and together with the Authority Resolution, the "Resolutions"), opinions of the 
City Attorney of the City, as counsel to the City and the Authority, dated August 28, 2008 and addressed 
to you, and such other documents, opinions and matters to the extent we deemed necessary to render the 

Sldley Austln LLP IS a llmlted lhablllty partnersh~p practicing m afflllat~on wth other S~dley Austln parlnersh~ps 



Bank of America, N.A. 
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opinions set forth herein. We have not undertaken to verify independently, and have assumed, (i) the 
genuineness of such documents, certificates and opinions presented to us (whether as originals or as 
copies) and of the signatures thereon, (ii) the accuracy of the factual matters represented, warranted or 
certified and of the legal conclusions contained in the aforementioned opinions of the City Attorney of the 
City, (iii) the due and legal authorization, execution and delivery thereof by parties other than the 
Authority and the City, and (iv) the validity and enforceability of the Swap Agreement against Party A. 

The opinions expressed herein apply only to the interest rate swap transaction established by the 
Confirmation (the "Swap Transaction") and not to any other swap or other transaction whether entered 
into pursuant to the Master Agreement or otherwise. The opinions expressed herein are limited to those 
matters expressly set forth and are based on an analysis of existing laws, regulations, rulings and court 
decisions and cover certain matters not directly addressed by such authorities. No opinion is to be 
inferred or implied beyond the matters expressly so stated. Such opinions are given as of the date hereof 
and may be affected by actions taken or omitted, events occurring or other facts of which we become 
aware, including a change in law, regulation or ruling (or in the application or official interpretation of 
any law, regulation or ruling), after the date hereof. We have not undertaken to determine, or to inform 
any person, whether any such actions are taken or omitted or events do occur or other matters coming to 
our attention after the date hereof, and we disclaim any obligation to update this letter in light of such 
actions, events or facts. Furthermore, except as noted below, we have assumed compliance by all parties 
with the covenants and agreements contained in the Swap Agreement. 

The Authority is entering into the Swap Agreement in connection with the issuance of the Bonds 
and the Swap Agreement has a notional amount related to the principal amount of the Bonds, which 
Bonds bear interest at a variable interest rate. The Authority has entered into the Swap Agreement and 
has agreed to pay a fixed rate to Party A and Party A, in turn, has agreed to pay a variable rate to the 
Authority. 

Section 5922 of the Government Code (the "Code") of the State of California provides as 
follows: 

Notwithstanding any other provision of law, all of the following apply: 

(a) In connection with, or incidental to, the issuance or carrying of bonds, or 
acquisition or carrying of any investment or program of investment, any state or local 
government may enter into any contracts which the state or local government determines 
to be necessary or appropriate to place the obligation or investment of the state or local 
government, as represented by the bonds, investment or program of investment and the 
contract or contracts, in whole or in part, on the interest rate, currency, cash-flow, or 
other basis desired by the state or local government, including, without limitation, 
contracts commonly known as interest rate swap agreements, currency swap agreements, 
forward payment conversion agreements, futures, or contracts providing for payments 
based on levels of, or changes in, interest rates, currency exchange rates, stock or other 
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indices, or contracts to exchange cash flows or a series of payments, or contracts, 
including, without limitation, interest rate floors or caps, options, puts or calls to hedge 
payment, currency, rate, spread, or similar exposure. These contracts or arrangements 
may also be entered into by state or local governments in connection with, or incidental 
to, entering into or maintaining any agreement which secures bonds, including bonds 
issued by private entities. These contracts and arrangements shall be entered into with the 
parties, selected by the means, and contain the payment, security, default, remedy, and 
other terms and conditions, determined by the state or local government, after giving due 
consideration for the creditworthiness of the counterparties, where applicable, including 
any rating by a nationally recognized rating agency or any other criteria as may be 
appropriate. 

No local government shall enter into any of the contracts or arrangements pursuant to this 
subdivision, unless its governing body first determines that the contract or arrangement or 
program of contracts is designed to reduce the amount or duration of payment, currency, 
rate, spread, or similar risk or result in a lower cost of borrowing when used in 
combination with the issuance of bonds or enhance the relationship between risk and 
return with respect to the investment or program of investment in connection with, or 
incident to, the contract or arrangement which is to be entered into. 

Pursuant to the City Resolution, the City Council of the City has made the determination that the 
Swap Agreement, entered into by the Authority, is designed to reduce the amount of interest rate risk, and 
reduce the cost of borrowing, with respect to the variable rate interest component of the Bonds with 
respect to which the Authority is entering into the Swap Agreement, as required by Section 5922(a) of the 
Code. Pursuant to the Authority Resolution, the Authority has made the determination that the Swap 
Agreement is designed to reduce the amount of interest rate risk, and reduce the cost of borrowing, with 
respect to the variable rate interest component of the Bonds with respect to which the Authority is 
entering into the Swap Agreement, as required by Section 5922(a) of the Code. The City has not sought 
the assent of the electors of the City to the execution and delivery of the Lease Agreement by the City or 
the Swap Agreement by the Authority. 

Under certain circumstances, and pursuant to the terms of the Swap Agreement, Party A may be 
entitled to payment from the Authority in connection with the designation of an Early Termination Date 
(the "Settlement Amount") which would reflect the market value of the Authority's obligation (net of 
Party A's obligation) under the Swap Agreement in future years. 

The Swap Agreement therefore complies with the Code and is valid unless the Swap Agreement 
constitutes an "indebtedness" or "liability" of the City prohibited by Article XVI, Section 18 of the 
Constitution of the State of California. 

Article XVI, Section 18 provides that "[nlo. . . county . . . shall incur any indebtedness or liability 
in any manner or for any purpose exceeding in any year the income and revenue provided for such year, 



Bank of  America, N.A. 
Modesto Public Financing Authority 
City of Modesto 
August 28,2008 
Page 4 

without the assent of two-thirds of the qualified electors thereof, voting at an election to be held for that 
purpose . . . ." This constitutional provision was designed to prevent "municipal extravagance"; that is, 
borrowing funds for current use that would have to be repaid by future governing bodies or taxpayers or 
otherwise out of the income and revenues of future years. San Francisco Gas Company v. Brickwedel, 62 
Cal. 641 (1882). The provision has been interpreted to mean that any indebtedness or liability incurred in 
any fiscal year that is not voter approved and that is not payable, and paid, from unencumbered funds 
available that year is unenforceable and cannot be required to be paid from funds attributable to a later 
year. McBean v. County of Fresno, 112 Cal. 159 (1896). The cases considering the provision do not 
distinguish "indebtedness" from "liability." 

Under the terms of the Swap Agreement, the Authority and, through the Lease Agreement, the 
City, may be obligated to make net payments to Party A out of the income or revenues attributable to 
fiscal years following the fiscal year in which the Swap Agreement is executed. Because the Lease 
Agreement has not been assented to by the qualified electors of the City, payments required of the City 
under the Lease Agreement relating to the Swap Agreement would be prohibited by Article XVI, Section 
18 if it constitutes an "indebtedness or liability" of the City within the meaning of Article XVI, Section 
18. Interest rate swaps are a relatively new class of financial arrangement. There is no direct authority on 
whether an interest rate swap is an "indebtedness" or "liability" within the meaning of Article XVI, 
Section 18. Tax or accounting treatment is not dispositive, there being (for example) a number of 
instruments that are clearly debt for tax or accounting purposes but not debt for purposes of Article XVI, 
Section 18. Interest rate swaps are essentially sui generis (i.e., unique and not like anything else), and as a 
result there are also no clear analogous authorities upon which to reliably base characterization for 
purposes of Article XVI, Section 18. In fact, apart from the provisions of Section 5922(a) of the Code set 
forth above and similar provisions in Section 5903(c) of the Code, there is little direct authority in 
California addressing interest rate swaps for any purpose. 

A court could conclude that the City's obligations under the Lease Agreement affected by or 
relating to the Swap Agreement are not prohibited by Article XVI, Section 18 by determining that such 
obligations of the City fit within one of the articulated "exceptions7' to the Constitutional prohibition. 
Because the obligations of the City under the Lease Agreement may involve net payments by the City 
from the income and revenues of future fiscal years, the single yeartannual appropriation exception to 
Article XVI, Section 18 is not applicable, and because the City, through the Lease Agreement, is 
obligated to make any net payments required under the Swap Agreement from monies in its general fund, 
the "special fund" exception articulated in City of Oxnard v. Dale, 45 Cal. 2d 729 (1955), does not apply. 
The Article XVI, Section 18 "exception" arguably most applicable is the "contingent obligation" 
exception. 

The contingent obligation exception to the prohibition of Article XVI, Section 18 is based upon 
the proposition that a contingency does not become a debt until the contingency happens. Doland v. 
Clark, 143 Cal. 176 (1904). Contingent obligation cases require, among other things, the provision of 
consideration by the non-city party in each year in which payments by the City are required. McBean v. 
City of Fresno, 112 Cal. 159 (1896); Starr v. City and County of San Francisco, 72 Cal. App. 3d 164 
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( 1  977). Under the Swap Agreement, no net payment obligation on the part of the Authority (and related 
obligation of the City under the Lease Agreement) for any period is certain and any payment obligation in 
future fiscal years is "contingent" upon the fixed rate set forth in the Confirmation being greater than the 
floating rate set forth in the Confirmation andlor upon the Settlement Amount being a negative number. 
However, the potential overbreadth of the contingent obligation exception and its unclear basis in the 
Constitutional provision requires an examination of the particular circumstances under which it has been 
most often applied. 

The subcategory of the contingent obligation exception most fully developed by California courts 
and for which the judicial authorities are the strongest is the lease exception articulated in Citv of 
Pasadena v. Offner, 19 Cal. 2d 483 (1942), Dean v. Kuchel, 35 Cal. 2d 444 (1950) and Rider v. City of 
San Diego, 18 Cal. 4th 1035 (1 998). In Offner, the court stated the general rule as follows: 

[I]f the lease or other agreement is entered into in good faith and creates no immediate 
indebtedness for the aggregate installments therein provided for but, on the contrary, 
confines liability to each installment as it falls due and each year's payment is for the 
consideration actually furnished that year, no violence is done to the constitutional 
provision. (citations omitted) If, however, the instrument creates a full and complete 
liability upon its execution, or if its designation as a "lease" is a subterfuge and it is 
actually a conditional sales contract in which the "rentals" are installment payments on 
the purchase price for the aggregate of which an immediate and present indebtedness or 
liability exceeding the constitutional limitation arises against the public entity, the 
contract is void. (citations omitted) 19 Cal. 2d at 486. 

Leases are not treated by California courts as "indebtedness or liability" within the meaning of Article 
XVI, Section 18 if each rental payment is conditioned on use and occupancy of the premises during the 
period with respect to which such rental is payable. In a number of cases holding that a lease is not an 
"indebtedness or liability," California courts have cited the absence of an acceleration clause as a relevant 
factor in finding a lease to be in conformance with the lease exception. City of Desert Hot Springs v. 
Countv of Riverside, 91 Cal. App. 3d 441 (1979); Starr v. City and County of San Francisco, 72 Cal. 
App. 3d 164 (1977); Ruane v. City of San Dieno, 267 Cal. App. 2d 548 (1968); County of Los Angeles v. 
Nesvig, 23 1 Cal. App. 2d 603 (1965); Lagiss v. County of Contra Costa, 223 Cal. App. 2d 77 (1963). 

Even though interest rate swaps are essentially sui generis, there is some useful analogy to the 
types of leases approved under the Offner-Dean-Rider line of cases. Like those leases, the Swap 
Agreement is executory, and each year's performance by the Authority (and through the Lease 
Agreement, the City) is conditioned upon the readiness and ability of Party A to perform its obligations in 
such year and upon Party A's actual performance under the Swap Agreements both currently and over the 
prior term of the Swap Agreement. In addition, the Lease Agreement expressly provides that the 
payments under the Swap Agreement constitute Base Rental Payments under the Lease Agreement, such 
payments are conditioned upon the City's use and occupancy of the property leased under the Lease 
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Agreement, subject to abatement in the event damage or destruction or condemnation of the such 
property, and are limited in amount in the event they exceed the fair rental value of such property. 

Finally it is instructive to note that the California courts have stated that the validity of a 
transaction, whether it creates indebtedness or liabilities, is measured at the time the transaction is entered 
into. See Arthur v. Ci& of Petaluma, 175 Cal. 2 16, 223-24 (191 7). Based in part upon such reasoning, 
one federal court, interpreting the scope of the contingent obligation exception to the prohibition of 
Article XVI, Section 18, determined that reverse repurchase agreements entered into by Orange County, 
California and which contributed significantly to the County's bankruptcy, did not violate the California 
Constitutional debt limit. In Re County of Orange, 31 F.Supp.2d 768 (C.D.Cal. 1998). Although not 
binding upon California courts, the federal district court's reasoning supports the conclusion that, as the 
Lease Agreement, under which Base Rental Payments support the Authority's obligations under the Swap 
Agreement creates no immediate indebtedness or obligation of the City, but only a future payment 
obligation dependent upon future market conditions and conditioned upon the future performance of Party 
A and the use and occupancy of the leased property by the City, it does not constitute an indebtedness or 
liability under the California Constitution. 

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the 
opinion that the Swap Agreement constitutes a valid and binding agreement of the Authority, payable 
only from Revenues and other amounts held under the Indenture. We are of the further opinion that the 
Lease Agreement constitutes a valid and binding agreement of the City, payable from its general fund, 
unless the obligation of the City to pay Base Rental Payments to satisfy the obligations of the Authority 
under thc Swap Agreement, including the payment of any Settlement Amount payable by the Authority, 
is determined to constitute an "indebtedness" or "liability" of the City prohibited by Article XVI, Section 
18 of the Constitution of the State of California. 

While there is no judicial authority directly on point and no assurance can be given that a court 
could not hold otherwise, based on and subject to the foregoing, and in reliance thereon, as of the date 
hereof, we are of the opinion that if the matter were properly briefed and presented to a court, the court 
would hold that the indirect obligations of the City under the Swap Agreement taken as a whole (taking 
into account the provisions therein respecting the severability of invalid, illegal or unenforceable 
provisions) does not constitute an indebtedness or liability of the City prohibited by Article XVI, 
Section 18 of the Constitution of the State of California. 

With respect to the opinions expressed herein, the rights and obligations under the Swap 
Agreement and the Lease Agreement are subject to bankruptcy, insolvency, reorganization, arrangement, 
fraudulent conveyance, moratorium and other laws relating to or affecting the creditors' rights, to the 
exercise of judicial discretion in appropriate cases, and to the limitations on legal remedies against public 
agencies in the State of California. 
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We express no opinion with respect to any indemnification, contribution, choice of forum or 
waiver provisions contained in the foregoing documents. In addition, we express no opinion as to any 
provision of the Swap Agreement (i) purporting to create any security interest, (ii) providing that every 
right and remedy shall be cumulative and in addition to every other right and remedy, or that any failure 
or delay in exercising any right, power or privilege shall not impair any right or remedy or constitute a 
waiver thereof, or (iii) regarding specific performance or the grant of any power of attorney. 

Our opinion is subject, as to enforceability, to (i) general principles of equity, including concepts 
of reasonableness, materiality, good faith and fair dealing (regardless of whether enforcement is sought in 
a proceeding at law or in equity); in particular, a court might decline to enforce the conditions set forth in 
Section 2(a)(iii) of the Swap Agreement and a non-defaulting party's right set forth in Section 6 of the 
Swap Agreement to designate an Early Termination Date, if the condition or right were invoked in 
connection with a default deemed immaterial, (ii) the effect of applicable laws, regulations and judicial or 
other decisions upon the availability and enforceability of particular covenants and remedies, including 
the remedies of specific performance and self-help, and provisions imposing penalties and forfeitures, and 
(iii) a court's power to limit the non-defaulting party's recovery to actual damages and impose its own 
settlement procedures in lieu of the provisions of Section 6(e) of the Swap Agreement. In addition, the 
enforcement of the Swap Agreement may be conditioned upon the party seeking enforcement having 
acted in a commercially reasonable manner and in good faith in performing its obligations and exercising 
its rights and remedies thereunder and is subject to the discretion of a court to invalidate or decline to 
enforce any right, remedy or provision of the Swap Agreement (including, without limitation, the 
termination payment provisions thereof) determined by it to be a penalty. 

This opinion is limited to the laws of the States of California and New York and the Federal laws 
of the United States. The opinions in this letter are expressed solely as of the date hereof for your benefit 
and may not be relied upon in any manner or for any purposes by any other person. 

Respectfully Submitted, 
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CITY of MODEST0 August 28,2008 

Office of the 
Ci ty  Attorney 
I o I o Tenth Street 
Suite 6300 
PO. Box 642 
Modesto, CA  95353 

209/577-5284 
zog/544-8260 Fax 

Bank of America, N.A. 
100 N. Tryon Street 
NC1-007-13-01 
Charlotte, NC 28255 

I Ladies and Gentlemen: 
Hearzng rrnd Speech 
Impaired On6 
TDD 209/5?6-92 I I 

This opinion is furnished to you in connection with the execution and delivery 
of the amended and restated ISDA Master Agreement, the U.S. Municipal Counterparty 
Schedule and the amended and restated Credit Support Annex, each dated as of August 
22, 2008 (collectively, the "Master Agreement"), by and between Bank of America, 
N.A. ("Party A") and the Modesto Public Financing Authority (the "Authority"), as 
supplemented by the confirmation of the transaction (the "Confirmation") entered into 
on August 22,2008, by and between Party A and the Authority. The Master Agreement 
together with the Confirmation shall constitute one agreement (the "Agreement"). 

I have acted as counsel to the Authority and in that capacity I have examined 
originals or copies, certified or otherwise identified to my satisfaction, of such 
documents, corporate records, certificates of public officials and other instruments and 
have conducted such investigations of fact and law as I have deemed necessary or 
advisable for the opinions expressed herein. 

Upon the basis of the foregoing, I am of the opinion that: 

1. The Authority is a joint powers authority under Article 1 of Chapter 5 of 
Division 7 of Title 1 of the Government Code of the State of California duly organized 
and validly existing under and by virtue of the Joint Exercise of Powers Agreement and 
the laws of the State of California. 

2. The Authority has the power to execute, deliver the Agreement and 
perform its obligations thereunder and the execution, delivery and performance by the 
Authority of the Agreement has been duly authorized by the Authority. 

3. To the best of my knowledge without independent investigation, the 
execution, delivery and performance by the Authority of the Agreement do not violate, 
conflict with, or result in a breach of, any law, rule or regulation applicable to the 
Authority, or any material contractual restriction, order or judgment binding on the 
Authority or its assets which breach or default could have a material, adverse effect on 
the validity or enforceability of the Agreement or the Authority's performance of its 
obligations under the Agreement or the financial position or revenues of the Authority. 



Bank of America, N.A. 
August 28,2008 
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4. No authorization, consent, approval, exemption or license from, or filing 
of any registration with, any federal or state governmental authority is required to be 
have been obtained or made by the Authority with respect to the authorization, 
execution, delivery and performance by the Authority of the Agreement which has not 
been obtained. 

5.  The Authority is not entitled to claim immunity on the grounds of 
sovereignty or other similar grounds with respect to itself or its revenues or financial 
assets (irrespective of their use or intended use) from (i) suit, (ii) jurisdiction of any 
court or, (iii) except to the extent provided in Part 5 of Division 3.6 of Title 1 of the 
Government Code of the State of California ("Part 5") (x) relief by way of injunction, 
order for specific performance or for recovery of property, (y) attachment of its financial 
assets (whether before or after judgment) or (z) execution or enforcement of any 
judgment to which it or its revenues or financial assets might otherwise be subject. 

I have relied as to certain matters on information obtained from public officials, 
officers of the Authority and other sources believed by me to be responsible and I have 
assumed that the signatures (other than those of the Authority) on all documents 
examined by me are genuine, assumptions which I have not independently verified. 

This opinion is limited to the laws of the State of California and the federal laws 
of the United States. The opinions in this letter are expressed solely as of the date hereof 
for your benefit and for the benefit of your successors and permitted assigns under the 
Agreement and may not be relied upon in any manner or for any other purpose or by any 
other person. 

Very truly yours, 

SUSANA ALCALA WOOD 
City Attorney 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING LEASE AGREEMENT 
AND FACILITIES LEASES 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Commission of 
the Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority 
organized under the laws of the State of California, and that as such I am authorized to execute 
this Certificate on behalf of the Authority. 

I hereby further certify that there is attached hereto full, true and correct copies of 
the following documents: 

1. Master Agreement, approved July 22, 1997, (the "Master Agreement") among the County 
of Stanislaus, the City of Modesto, the City-County Capital Improvements and Financing 
Joint Powers Agency, and the Redevelopment Agency of the City of Modesto. 

2. Reimbursement Agreement, dated as of March 1, 1998, (the "Reimbursement Agreement") 
by and between the City of Modesto and the Redevelopment Agency of the City of 
Modesto. 

3.  Lease Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to Lease 
Agreement, dated June 15, 2000, Amendment No. 2 to Lease Agreement, dated 
October 15, 2002 and Amendment No. 3 to Lease Agreement, dated April 18, 2007 (as so 
amended, the "1 998 Lease"), each by and between the Authority and the City. 

4. Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public 
Properties), dated as of March 1, 1998, as amended by Amendment No. 1 to Site Lease, 
dated October 15, 2002 and Amendment No. 2 to Site Lease, dated April 18, 2008 (as so 
amended, the "Miscellaneous Site Lease"), each by and between the Authority and the 
City. 

5 .  Site Lease (Parking Garage), dated as of March 1, 1998, as amended by Amendment No. 1 
to Site Lease, dated June 15, 2000 (as so amended, the "Parking Garage Site Lease"), each 
by and between the Authority and the Redevelopment Agency of the City of Modesto. 

6 .  Facilities Lease (Communications Dispatch Center), dated as of March 1, 1998 (the 
"Dispatch Lease") by and between the Authority and the City. 

7. Facilities Lease (City-County Administration Building), dated as of March 1, 1998 (the 
"Administration Building Lease") by and between the Authority and the City-County 
Capital Improvements and Financing Agency. 

8. Facility Lease, dated as of April 1,2007, by and between the Authority and the City. 



9. Sublease, dated as of April 1,2007, by and between the Authority and the City. 

I hereby further certify that the Master Agreement, Reimbursement Agreement, 
1998 Lease, the Miscellaneous Site Lease, the Parking Garage Site Lease, the Dispatch Lease, 
the Administration Building Lease, the Facility Lease and the Sublease have not been amended, 
rescinded or modified, and are now in full force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



IN WITNESS WHEREOF, I have hereunto set my hand as of the date set forth herein. 

Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
/ StephanieLopez ' 

Secretary 



Approved July 22,1997 

MASTER AGREEMENT AMONG 
THE COUNTY OF STANISLAUS, THE CITY OF 

MODESTO; THE CITY-COUNTY CAPITAL IMPROVEMENTS 
AND FINANCING JOINT POWERS AGENCY; AND THE 
REDEVELOPMENT AGENCY OF THE CITY OF MODEST0 

05026/017 
01Aug97 PDE 
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MASTER AGREEMENT AMONG 
THE COUNTY OF STANISLAUS, THE CITY OF 

MODESTO; THE CITY-COUNTY CAPITAL IMPkOVEMENTS 
AND FINANCING JOINT POWERS AGENCY; AND THE 
REDEVELOPMENT AGENCY OF THE CITY OF MODEST0 

This Agreement is entered into as of the day of ,1997, 
by and among the COUNTY OF STANISLAUS (the "County"); the CITY OF 
MODEST0 (the "City"); the CITY-COTJNTY CAPITAL IMPROVEMENTS AND 
FINANCING AGENCY (the "JPA"); and the REDEVELOPMENT AGENCY OF THE 
CITY OF MODEST0 (the "RDA"). The County, the City, the JT'A and the RDA 
(individually, a "Party" and collectively, the "Parties") agree as follows: 

Article 1 
PURPOSES AND SCOPE OF PROJECT 

1.1.1. Prcyect Site, G e w .  The "Project Site" consists of the real 
property located on the block bounded by 10th Street, 11th Street, J Street and 
K Street in Modesto, California, and more particularly described on Exhibit A and in 
Article 3. The Project Site is sometimes referred to as "Block A." 

1.1.2. The Cinema Center. "Block B" is a portion of the real property 
between 9th Street, 10th Street, J Street and K Street in Modesto, California, on 
which a cinema project (the "Cinema Project") will be constructed by a private 
developer or any successor private developer (the "Developer") pursuant to a 
Disposition and Development Agreement (the "DDA") between the RDA and the 
Developer. 

1.2. Primarv Purpnses and Sco e of Proied. The City and the County desire 
to jointly construct a public administration building within the Project Site in which 
each agency will locate its offices. The RDA desires to have constructed within the 
Project Site retail space and a parking garage to serve the needs of the City, the 
County and the public. The Parties desire to construct certain additional 
improvements on the Project Site to serve the Parties and the public. Accordingly, 
the primary purposes of this Agreement, as more fully set forth in the remainder of 
this Agreement, are: 

1.2.1. To acquire the Project Site. 

1.2.2. To abate, demolish, clean and clear the Project Site. 

1.2.3. To design and construct on a separate parcel (the "Public 
Administration Center Parcel") a Public Administration Center for the use of the 
City and the County (the "Public Administration Center") to be owned by the JPA, 
except for the Retail Space described below, and any common area owned by an 
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owners assodation established by the Condominium Declaration described in 
Section 1.5.1.6. The Public Administration Center will consist of approximately 
220,000 square feet of space with six floors above grade and one floor below grade 
(the "Public Administration Space"), the construction of which wil l  be paid for by 
the JPA. The Public Administration Center will contain approximately 28,000 gross 
square feet of retail shell space on the first floor (the "Retail Space") to be owned and 
paid for by the RDA. The RDA reserves the right to convey the Retail Space to a 
private retail developer or investor, subject to terms and conditions as agreed to 
between the RDA and such developer or investor, provided that such terms and 
conditions shall not violate any provision of this Agreement, the Reciprocal 
Easement and Maintenance Agreement described in Section 1.5.1.3. and the 
Condominium Declaration described in Section 1.5.1.6. 

1.2.4. To design and construct on a separate legal parcel (the "Parking 
Garage Parcel") a parking garage (the "Parking Garage") containing approximately 
700 spaces on four levels above grade and one level below grade. The Parking 
Garage will be owned by the RDA, subject to the parking rights set forth in Article 6. 

1.2.5. To design and construct a public plaza (the "Plaza") located 
between the Public Administration Center, the Parking Garage and the Retail Parcel. 
Portions of the Plaza shall be owned by each of the JPA and RDA, in accordance with 
the descriptions of the RDA Site and the JPA Site in Section 3.1, subject to the 
provisions of the Reciprocal Easement and Maintenance Agreement described in 
Section 1.5.1, which will obligate the JPA and the Developer to participate in the 
costs of utilities, operation,, maintenance, insurance and security with respect to the 
Plaza. 

1.2.6. To design and construct on a separate legal parcel (the "Service 
Area Parcel") a service area located between the Public Administration Center and 
the Parking Garage (the "Service Area") to meet the utility, service, garbage 
collection and delivery and pick-up needs of the users of the Public Administration 
Center and the utility, service and garbage collection needs of the Retail Parcel and 
the Parking Garage. The Service Area will be owned by the JPA. It is not intended 
the Service Area will be used as a pedestrian corridor. 

1.2.7. To provide a parcel (the "Retail Parcel") and building pad (the 
"Retail Pad") for a freestanding retail center to be owned and paid for by the RDA. 

1.2.8. To reconstruct or patch portions of the public rights-of-way 
surrounding the Project Site. 

1.3. Redevelopment Plan. 

1.3.1. Plan. This Agreement is subject to the provisions of the 
Redevelopment Plan which was approved and adopted on July 12,1983, by the City 
Council of the City of Modesto, by Ordinance No. 2203 - C.S., as amended by 
Ordinance No. 2269 - C.S. on June 19,1984, and as further amended by Ordinance 
No. 2793 - C.S. on November 5, 1991 (the "Redevelopment Plan"). The 
Redevelopment Plan, as it now exists and as it may be subsequently amended in 
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accordance with this Agreement, is incorporated herein by reference and made a 
part hereof as though fully set forth herein. 

1.3.2. k t  Jnteresb. The development of the Project Site pursuant to 
this Agreement and the fulfillment generally of this Agreement are in the best 
interests of the Parties, and the health, safety, morals and welfare of the residents of 
the City and the County, and in accord with the public purposes and provisions of 
applicable federal, state and local laws and requirements. 

1.4. m s  of the Parties, G e n e .  As more fully set forth in this 
Agreement, the respective duties of the Parties are as set forth below. 

1.4.1. RDA Duties. G e n e .  The RDA shall acquire the Project Site 
and convey a portion of the Project Site to the JPA. The RDA shall provide funds 
for the acquisition of the Project Site and construction of the RDA's portion of the 
Project, as defined below, as provided in this Agreement. The RDA shall proceed to 
expeditiously acquire financing in accordance with the Project ScheduIe to perform 
its obligations pursuant to this Agreement. 

1.4.2. JPA Duties. G e m .  The JPA, on behalf of the City, the 
County and the RDA, shall provide for the construction of the Public 
Administration Building, the Parking Garage, the Plaza, the Senice Area and the 
Retail Pad (all of which improvements may be referred to as the "Project"). The JPA 
shall provide funds for the acquisition of the Project Site and construction of the 
Project, as provided in this Agreement. 

1.4.3. City & C o v .  The City and the County 
shall proceed to expeditiously acquire financing of the Project in accordance with the 
Project Schedule and the terms of this Agreement. 

1.4.4. All Parties. A11 Parties shall act in good faith in fulfilling their 
obligations as set forth in this Agreement and shall expeditiously process all requests 
for approvals and other decisions. 

. . to Effecti 1.5. Related Ameements and Other Condlhons veness of 
Arrreemen t. 

1.5.1. A~reements. The Parties contemplate approving and entering 
into the following related agreements (the "Related Agreements"): 

1.5.1.1. An agreement for the sale of the existing City Hall 
block to the County for the appraised value of $5.5 Million. This agreement shall be 
approved by the City and the County no later than August 12,1997, and duly 
executed promptly thereafter. 

1.5.1.2. An agreement for the sale of the existing County 
Administration Building to the Stanislaus County Office of Education ("SCOE") for 
the appraised value of $8.4 Million. This agreement shall be approved by the 
County and SCOE no later than August 12,1997, and duly executed promptly 
thereafter. 
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1.5.1.3. A reciprocal easement, access, operation and 
maintenance agreement between the RDA and the JPA for the Project providing for 
access rights over the Service Area Parcel and the Plaza and covering maintenance, 
liability insurance, security and related issues with respect to the Service Area Parcel 
and the Plaza and other portions of the Project (the "Reciprocal Easement and 
Maintenance Agreement"). The Reciprocal Easement and Maintenance Agreement 
shall be approved by the JPA, the RDA, the City, the County and the Developer no 
later than August 12,1997, and duly executed by the JPA and the RDA and recorded 
promptly thereafter. 

1.5.1.4. A DDA between the RDA and the Developer. The 
DDA shall be approved by the RDA and the Developer by July 22,1997, and duly 
executed by the RDA and the Developer promptly thereafter. 

1.5.1.5. A grant deed for the conveyance from the City to the 
County of the City's real property located at the southeast comer of 11th Street and 
G Street in Modesto behind the existing County Administration Building at no 
charge, subject to a parking use restriction. The City Manager is hereby authorized 
to execute such grant deed. 

1.5.1.6. An Enabling Declaration Establishing a Plan for 
Condominium Ownership in the Public Administration Center (the 
"Condominium Declaration"). The Condominium Declaration shall be approved 
by the JPA, the RDA, the City, the County and the Developer by August 12,1997, and 
the document executed and recorded by the JPA after completion of the Public 
Administration Center and preparation of a condominium plan. 

1.5.1.7. A Memorandum of this Agreement to be recorded 
referencing the parking rights of the City and the County as defined in this 
Agreement. The Memorandum shall be executed by the JPA, the RDA, the City and 
the County and recorded promptly after August 12,1997. 

. . 1.5.2. m a 1  Conditions to Effectiveness of Aceement. The 
effectiveness of this Agreement is also conditioned on the following (the 
"Additional Conditions"): 

1.5.2.1. The acquisition of funds by the County from the prior 
owner for the payment of outstanding property taxes on the Hotel Covell Parcel, as 
defined in Section 3.1 prior to August 12, 1997. 

1.5.2.2. The approval by the JPA and the RDA on or before 
August 12, 1997, of a staging plan for the construction of improvements on Block A 
and Block B, including a traffic management plan and other typical City conditions 
(the "Staging Plan"). 

1.5.2.3. The approval by all Parties of the condition of title on 
the JPA Site prior to August 12, 1997. The Executive Director of the RDA, the City 
Manager, the County CEO and the Project Administrator are hereby authorized to 
provide such approval. 
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roval of Rela-eements and Satisfaction of 
Additional C-. All Parties hereby represent and warrant that they will take 
all necessary actions to authorize the execution, delivery and performance of the 
Related Agreements and satisfaction of the Additional Conditions as set forth above. 
In the event that the Related Agreements are not approved and executed and the 
Additional Conditions satisfied by the dates set forth above or such later date as 
approved by all Parties, then this Master Agreement shall terminate and have no 
further force and effect. M e r  the Related Agreements have been approved, the 
subsequent termination of a Related Agreement shall not be grounds for the 
termination of this Master Agreement. 

1.5.4. Effective Date. The date that all the Related Agreements have 
been approved and the Additional Conditions satisfied shall be the effective date of 
this Agreement (the "Effective Date"). 

Article 2 
SCHEDULE; COORDINATION 

2.1. U c t  Schedule. The Parties hereby approve the Project Schedule 
attached hereto as Exhibit B (the "Project Schedule"). The Parties anticipate that 
more precise and detailed schedules for various portions of the Project will be 
developed as the Project proceeds. A revised Project Schedule shall be developed 
and approved by the Parties after bid opening for the construction of the Project, 
taking into account the Parties' decision to: (a) proceed, (b) rebid, or (c) redesign and 
rebid the Project or portions thereof as described in Sections 4.1.2 and 5.5.1. 

2.2, T JnavoidaBJe Delkvs and T i m e E x t e n s i o n .  The Project Schedule shall 
be adjusted to allow extensions of time equal to the actual total amount of delay in 
the completion of the Project (the "Excused Delay") caused by: 

2.2.1. Unavoidable delays, which include those caused by: 

2.2.1.1. Reasonable delays in obtaining financing; 

2.2.1.2. Acts of God, including the public enemy, fire, 
epidemics or strikes and material shortages; 

2.2.1.3. Delays in utility company connections, provided the 
JPA has exercised care, prudence, foresight and diligence in arranging for such 
connections; 

2.2.1.4. Delays attributable to unforeseen hazardous 
conditions, such as underground tanks; and 

2.2.1.5. Delays attributable to weather. 

2.2.2. Delays which may result from causes beyond the control of the 
Parties and which could not have been avoided by the exercise of care, prudence, 
foresight ahd diligence. 
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2.2.3. Adjustments of time as provided in the demolition or 
construction contracts, except any discretionary change orders which delay the 
completion date of the Parking Garage. Discretionary change orders which delay the 
completion of the Parking Garage shall be approved in advance by the Executive 
Director of the RDA. 

22.4. Delays which may arise in order to allow sufficient time to 
acquire title to all the real property comprising the Project Site, subject to the 
following provisions of Sections 2.2.4.1. and 2.2.4.2. 

2.2.4.1. The Parties acknowledge that the RDA intends to 
acquire title to the Project Site prior to the award of the demolition contract on the 
Project Site (the "Demolition Contract"). However, if  the RDA has not acquired title 
to all of the properties (as described in Section 3.1) prior to the award of the 
Demolition Contract, but has acquired possession of such properties, then the 
Executive Director of the RDA may authorize, in writing, the JPA to proceed with 
the Project and to undertake the demolition of the existing improvements on the 
Project Site ("Notice to Proceed"). On receipt of a Notice to Proceed, the JPA shall 
proceed with the Project, including demolition on properties to which title has not 
been acquired, and the RDA and the City shall indemnify, defend and hold the 
County and the JPA harmless from any and all third-party claims, concerning, 
relating to or arising from the RDA's acquisition of all or a portion of such 
properties and the JPA's demolition thereof, including, but not limited to, the 
existing eminent domain lawsuits regarding the Cook and Ward properties. 

2.2.4.2. If the RDA does not issue a Notice to Proceed, or if the 
JPA is prevented from proceeding with the Project or prevented by court order from 
demolishing any of the properties, then, to the extent such delay is directly due to 
the RDA's delay or inability to acquire all or a portion of any of the properties and is 
not the result of the JPA's or the County's negligence or intentional acts, the RDA 
and the City shall indemnify, defend and hold the JPA harmless from: 

(a) all damages incurred by the County and the JPA 
from third-party claims as a result of such delay; 

(b) all increases in the actual cost of development as 
a result of such delay, including, but not limited to, increases in financing 
costs, hazardous abatement costs, design costs and construction costs; 

(c) adjudicated or settled claims for delay damages by 
contractors, provided that the RDA shall only pay settled claims if the RDA 
approves the settlement in advance. If the RDA does not approve a proposed 
settlement, then the RDA shall pay the costs of litigating such claim; and 

(d) costs related to providing alternate or substitute 
parking for the County and the JPA if the Project is delayed past the time 
limitation set forth in the Project Schedule. 
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2.2.4.3. If the delay contemplated by this Section 2.2.4 occurs, 
the JPA shall consult with the RDA concerning methods of mitigating the effects of 
such delay. The JPA, the RDA, the County and the City shall take all reasonable 
steps to mitigate the effects of such delay. 

. . 
2.25. Delays resulting from the Parties' decision to redesign and 

rebid the Project as set forth in Section 4.1.2 

2.2.6. With respect to the construction of the Public Garage, delays 
exercised by the Developer in accordance with the DDA and delays relating to land 
acquisition on Block B which prevent the Developer from proceeding. 

2.2.7. Except as set forth in Sections 2.2.4.1 and 2.24.2, no Party may 
claim damages for delays caused by any Excused Delay. However, the JT'A shall take 
all reasonable steps to mitigate the effects of delays from any cause whatsoever. 

2.3. w ~ l e t i o n  of Par-. 

2.3.1. DD4. The RDA is entering into a DDA for construction of 
cinemas and retail space on both the Project Site and Block B. The DDA 
contemplates that the Parking Garage will be available for use by cinema and retail 
patrons and that 10th Street will be available for two-way traffic. 

2.3.2. IPA Qblieation. It is the goal of all Parties to complete the 
Parking Garage and the 10th Street improvements for two-way traffic concurrently 
with the completion of the Cinema Project. The JPA shall construct the Parking 
Garage and the 10th Street improvements in accordance with the Project Schedule, 
after taking into account all time extensions arising from Excused Delays. If the JPA 
does not award the construction contract for the Parking Garage portion of the 
Project within 60 days after the time set forth in the Project Schedule and thereafter 
commence design and construction within 30 days, taking into account all time 
extensions arising from Excused Delays, the RDA may, in its sole discretion, demand 
that the JPA separately bid the Parking Garage portion of the Project, and the JPA 
shall immediately proceed with the Parking Garage portion of the Project. The 
responsibility of the JPA to have the 10th Street improvements completed within 
the time set forth in the Project Schedule shall be excused to the extent the 
Developer does not timely vacate 10th Street in accordance with the approved 
Staging Plan. 

2.3.3. P A  Mitivation. With respect to the Parking Garage portion of 
the Project, the JPA further agrees that the JPA, prior to issuing any discretionary 
change orders which affect the Project Schedule and as soon as possible after issuing 
any nondiscretionary change orders which affect the Project Schedule, shall consult 
with the RDA regarding all options for mitigating the impact of the potential delay 
in completing the Parking Garage and opening 10th Street. All discretionary change 
orders which change the completion and delivery dates of the Parking Garage, the 
10th Street improvements, the Retail Pad and access across 10th Street to the Cinema 
shall require the approval of the Executive Director of the RDA. 
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2.3.4. Waiver of The RDA hereby waives any  and all 
claims at law or in equity against the JPA, the City or the County arising from any 
delays in the completion of the Parking Garage. The DDA shall provide that the 
Developer waives any and all claims at law or in equity against all Parties arising 
from any delays in the compf2tion of the Parking Garage. 

2.4. i2dddim of Time Pe-. Calculation of time periods in the Project 
Schedule and this Agreement shall be in "calendar days." If any date for 
performance under the Project Schedule or this Agreement falls on a Saturday, 
Sunday or bank holiday, then the date of performance shall be the next day which is 
not a Saturday, Sunday or bank holiday, and the next time period shall be calculated 
from and after the date of such actual performance. 

2.5. Proiect Coor&nat r~ .  . . 

2.5.1. Proiect O v a h t  Committee. The Parties and the Developer 
shall form a project oversight committee (the "Oversight Committee") to provide a 
forum to communicate with one another and to coordinate activities. The 
Oversight Committee shall have no independent authority. 

2.5.2. Information & ADD~OV&. As part of the activities of the 
Oversight Committee or otherwise, the Parties shall develop a process for sharing 
information regarding the Project during design and construction of the Project and 
a procedure for obtaining the approvals which may be required from the Parties 
throughout the course of the Project. The RDA shall provide to the JPA a copy of 
the Developer's schedule and each revised schedule to facilitate coordination of 
project schedules between Block A and Block B. 

2.6. Access. All Parties shall have access at reasonable times to the Project 
and to the plans and specifications for all aspects of the Project, including the ability 
to talk to architects, construction managers and third parties involved in the Project, 
provided that no such communications shall interfere with the Project 
Administrator's ability to control the Project pursuant to Section 4.2.4 or the RDA's 
ability to fulfill its commitments under the DDA. No such communication, other 
than that of the Project Administrator, shall give direction to, or exercise control of, 
the contractor or subcontractors. The JPA shall have access a t  reasonable times to 
the plans for the exterior of Block B fronting 10th Street and shall have the right to 
comment on such plans. 

Article 3 
PROJECT SITE ACQUISITION; COSTS OF ACQUISITION; 

PARCEL MAP; NOWDISCRIMINATION 

3.1. Project Site. 

3.1.1. Qverall Proiect Site. The Project Site consists of the following 
12 parcels of real property (each a "Parcel"): 
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fim Name for Reference 

City of Modesto #1 
Zodiac 
Kokko 
Hotel Covell 
Hotel Hughson 
City of Modesto #2 
Kounias 
Bacon 
Saletta 
Cook 
Ward #1 
Ward #2 (Ward #1 and Ward #2 may be 
referred to coUectively as "Ward") 

3.1.2. J'he RDA Sik. The RDA shall retain a potion of the Project 
Site (the "RDA Site") upon which shall be constructed the Parking Garage, the Retail 
Pad and a portion of the Plaza. The RDA Site shall consist of the following parcels 
of real property: 

1 
City of Modesto kl 
Zodiac 
Kokko (33% to be owned by the RDA] 
Bacon 
Saletta 
Cook 
Ward #1 
Ward #2 

3.1.3. The TPA Sik. The JPA shall own a portion of the Project Site 
(the "JPA Site") consisting of the following parcels of real property: 

Kokko [67O/0 to be owned by the JPA] 
Hotel Covell 
Hotel Hughson 
City of Modesto #2 
Kounias 

3.2. Preliminarv Site Plan. The JPA and the RDA have reviewed and 
hereby approve the preliminary site plan ("Preliminary Site Plan") reflected on 
Exhibit C .  The Project Site shall be developed as generally established in the 
Preliminary Site Plan, except as may be mutually agreed upon by the Parties. The 
City Manager, the County's CEO, the RDA's Executive Director and the JPA's Project 
Administrator are authorized to approve any such modifications on behalf of the 
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Parties, provided all such individuals agree to the modifications and such changes 
are approved prior to the recordation of the Parcel Map. 

3.3. -y the RD4 . . .  . In accordance with and subject to all the 
terms of this Agreement, the RDA shall acquire title or possession to all of the real 
property comprising the Project Site from the City and other third-party owners by 
no later than the time provided in the Project Schedule. 

3.4. The TPA's PurchasP of P A  Site from the RD4. 

3.4.1. EA's A c m  of TPA . . .  &. In accordance with and subject 
to all the terms, covenants and conditions of this Agreement, the JPA shall purchase 
all of the real property comprising the JPA Site from the RDA as soon as the RDA is 
able to convey the separate Parcels or portions of Parcels within the JPA Site to the 
JPA. 

3.4.2. The TPA Site. The JPA Site includes all right, title and interest 
in the real property comprising the JPA Site, including the buildings, parking areas, 
landscaping, improvements, fixtures, easements, surface and subsurface gas, oil, 
minerals and metals, all plans and specifications relating to the present or planned 
construction of improvements on the TPA Site, all governmental permits or 
licenses, utility contracts, service contracts, maintenance contracts, operating 
contracts or other intangible property now or in the future in connection with the 
development, operation, use or ownership of the JPA Site. The JPA Site also 
includes copies of all architectural plans, surveys, speafications and other 
documents pertaining to the physical geological or environmental condition of the 
JPA Site that are owned by and in the possession of the RDA. 

3.4.3. Title R e ~ d .  Immediately following execution of this 
Agreement, the RDA shall cause Escrow Agent to issue to the JPA (with a copy to 
the RDA) a preliminary report or reports for a CLTA Title Policy for the JPA Site 
setting forth all liens, encumbrances, easements, restrictions, conditions, pending 
litigation, judgments, administrative proceedings and other matters affecting the 
RDA's title to the Property (the "Preliminary Report"), together with copies of all 
documents relating to the title exceptions referred to in the Preliminary Report. 

3.4.4. Purchase Price for the TPA Site. The City and the County shall 
share equally in the cost of the acquisition of the real property comprising the JPA 
Site. Based on available information, the costs of acquiring the JPA Site are as set 
forth in the following chart. The following table sets forth the known components 
of the purchase price for the JPA Site (the "JPA Purchase Price"): 
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Reloc'n Monthly Appraisal Misc. 
Parcel Base Price Costs Esczrow Costs Costs Total 

2/3 of $147,000 x $40,0000 x $20,100 x $33,250 x $90,778 x $162,873 
' 

Kokko 2/3 = 2/3 = 2/3 to 1/5 = 1/5 = 
$98,000 $26,667 8/31/97 = $6,650 $18,156 

$13,400 

Cove11 $662,000 -0- -0- $6,650 $18,156 $686,806 

Hughson Offer: -0- -0- $6,650 $18,156 $129,806 
$105,000 
subject to 
final 
order in 
eminent 
domain 
suit 

City of -0- -0- -0- $6,650 $18,156 $24,806 
Modesto 
442 

Kounias $250,000 -0- $28,200 to $6,650 $18,156 $303,006 
8/31 /97 

$1,307,297 

3.4.4.1. --for. The cost of the 
Hughson Parcel is currently estimated to be $105,000. Notwithstanding this 
estimate, the JPA shall pay the actual cost of acquisition as set forth in the final order 
of condemnation in the Hughson eminent domain proceeding. 

3.4.4.2. Appraisal Cosb. The JPA shall pay one-third of 
appraisal costs of $74,000, which is $24,800; one-third of Pacific Relocation's costs of 
$17,649, which is $5,833; and one-third of Howard Johnson's costs of $7,851, which is 
$2,617; for a total of $33,250 (the "Appraisal Costs"). The Appraisal Costs shall be 
allocated equally among the five Parcels in the JPA Site and paid to the RDA upon 
each Close of Escrow for such Parcels, as shown in the table in Section 3.4. 

3.4.4.3. Miscellaneous Cosb. The JPA shall reimburse the 
RDA for the cost of outside attorneys' fees related to the JPA Site eminent domain 
proceedings, title reports, closing costs and boarding and fencing of the Covell and 
Hughson Parcels, currently estimated to be $90,778 ("Miscellaneous Costs"). 
Miscellaneous Costs shall be allocated equally among the five Parcels in the JPA Site, 
and paid to the RDA upon each Close of Escrow in the JPA Site, as shown in the 
table in Section 3.4. 
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3.4.4.4. Purchase P&&r the TPA Site. The JPA Purchase 
Price is $1,307,297, plus the cost of the Hughson Parcel acquisition, plus any 
additional Miscellaneous Costs incurred after June 10, 1997, or that may not have 
been identified by June 10,1997. 

3.4.4.5. -t Purchase P r i ~ .  The JPA shall receive a 
credit towards the JPA Purchase Price in the amount of $790,000 for the JPA's 
contribution for property acquisition on the RDA Site. The credit shall be applied t6 
the JPA Purchase Price first against the amount set forth in Section 3.4.4 for the 
Hughson Parcel, then against the amount set forth in Section 3.4.4 for the Covell 
Parcel. 

3.4.5. "As-Is" Condition. The JPA is buying the JPA Site in an "as-is" 
condition and "with all faults," except for any representations and covenants 
expressly set forth in this Agreement. 

3.4.6. bveyzu lse  of Title. The RDA agrees to convey, and JPA 
agrees to accept, subject to the conditions set forth herein, title to the property in the 
JPA Site by grant deed in the form attached hereto as Exhibit D (the "Deed"). 

3.4.7.1. m w  A m .  The County, on behalf of the JPA, is 
authorized to establish an escrow ("Escrow") with a title company of the County's 
choosing ("Escrow Agent"), subject to Escrow Agent's standard escrow conditions 
and the terms and conditions in this Agreement. A signed counterpart of this 
document shall be delivered as escrow instructions to Escrow Agent. In the event of 
any conflict between the terms of this Agreement and Escrow Agent's standard 
escrow conditions, the terms of this Agreement control. 

3.4.7.2. PDA's Deliverv of Documents. The RDA represents 
and warrants that it has, prior to the execution of this Agreement, delivered to the 
JPA copies of all architectural plans, surveys, specifications and other documents 
pertaining to the physical geological or environmental condition of the JPA Site that 
are owned by and in the possession of the RDA. 

3.4.7.3. Close of &rrow: Multiple Escrows. The Parties 
understand that a parcel map or equivalent cannot be recorded until all of the 
Project Site is acquired. To allow the JPA to acquire title as soon as possible, the 
Parties agree to a separate Escrow for each of the separate Parcels or portions of 
Parcels comprising the JPA Site. The JPA shall close Escrow on the Covell Parcel, 
the City of Modesto #2 Parcel and the Kounias Parcel as soon as possible. The JPA 
shall close Escrow on the Kokko Parcel as soon as possible and shall convey the RDA 
portion of the Kokko Parcel concurrently with a lot line adjustment or other map 
dividing the Kokko Parcel is recorded. The JPA shall close Escrow on the Hughson 
Parcel after the conclusion of the eminent domain proceeding. At the request of 
either the RDA or the JPA, title to any Parcel may be conveyed to the JPA 
immediately.after and through the same escrow in which the RDA acquires title. 
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3.4.7.4. Title Policy. Simultaneously with each Close of 
Escrow, Escrow Agent shall issue a CLTA title policy ("Title Policy") insuring title 
vested in the JPA in the amount of the Purchase Price or value allocated to the 
Parcel being acquired. 

. . 3.4.7.5. PDA's Debos~ts rnto Escrow. The RDA shall deposit 
with Escrow Agent on or prior to each Close of Escrow the appropriate Deed 
executed and acknowledged by the RDA conveying to the JPA fee simple title to the 
Parcel being conveyed. 

3.4.7.6. - g a g .  The conveyance of each Parcel in the 
JPA Site to the JPA and the closing of each transaction shall take place within the 
time limitations set forth in the Project Schedule. 

3.4.7.7. Brrow M t ' s  D u .  On each Close of Escrow, 
Escrow Agent shall close Escrow as follows: 

3.4.7.7.1. Record the Deed (marked for return to the JPA) in 
the Official Records of Stanislaus County (which shall be deemed delivery to the 
TPA); 

3.4.7.7.2. Issue the CLTA Title Policy described herein; 

3.4.7.7.3. Pay to the RDA the amounts set forth in 
Section 3.4.4 for each Parcel, subject to appropriate adjustments pursuant to 
Section 3.4.4.4, less amounts credited pursuant to Section 3.4.4.5; 

3.4.7.7.4. Pay all Closing Costs, as defined below, in 
accordance with the terms and conditions of this Agreement; and 

3.4.7.7.5. Prepare and deliver to both the JPA and the RDA 
one signed copy of Escrow Agent's closing statement showing all receipts and 
disbursements in Escrow. 

3.4.7.8. -P Cask. Closing costs as described below with 
respect to the RDA's acquisition of Parcels within the JPA Site, except as such costs 
are paid by the party or parties selling the Parcel to the RDA, and with respect to the 
RDA's conveyance of the Parcels to the JPA ("Closing Costs") shall be paid as set 
forth in this section upon Close of Escrow for each of the Parcels in the JPA Site. 
Estimated Closing Costs have been included in Miscellaneous Costs; JPA shall pay 
the actual Closing Costs. The JPA shall pay the following costs: 

(a) all governmental conveyancing fees; 

(b) the premium for the title policies; 

(c) escrow fees charged by Escrow Agent; and 

(d) the recording charges in connection with 
recordation of all documents under this Agreement. 
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3.4.8. Possession. Title and possession to the Parcels in the JPA Site 
shall be delivered to the JPA upon Close of Escrow for each applicable Parcel. With 
respect to that portion of the JPA Site in which legal title has not passed to the JPA, 
the RDA shall grant a temporary construction easement as set forth in Section 5.3, 
below. 

3.4.9. -. If any portion of the JPA Site is 
damaged by earthquake, mudslide, fire or any other casualty, prior to the final Close 
of Escrow, the JPA nevertheless shall proceed with the purchase of the Parcels in the 
JPA Site. 

3.5. Liens.~ncumbranres or Other C-. 

3.5.1. D A ' s  Ohm. At or before Close of Escrow on each Parcel, 
the RDA shall cause taxes and assessments to be paid current and all other existing 
monetary'lens and encumbrances to be paid from the purchase price othenvise 
payable to the original seller of such Parcel. Prior to Close of Escrow on each Parcel, 
the RDA shall not permit any new liens, encumbrances or easements to be placed 
on the JPA Site, nor shall the RDA enter into any agreement regarding the sale, 
rental, management, repair, improvement or any other matter affecting the JPA Site 
that would be binding on the JPA or the JPA Site without the prior written consent 
of the JPA. 

3.5.2. PA's  Ob-. From the Effective Date until the date the 
RDA accepts the improvements on the RDA Site, the ]PA shall not permit any liens, 
encumbrances or easements to be placed on the RDA Site, nor shall the JPA enter 
into any agreement regarding the sale, rental, management, repair, improvement or 
any other matter affecting the RDA Site which is inconsistent with the terms and 
conditions of this Agreement that would be binding on the RDA or the RDA Site 
after the RDA accepts the improvements without the prior written consent of the 
RDA. 

3.6. No Waste or Damage to the TPA Site. From the Effective Date until 
Close of Escrow on each Parcel, the RDA shall not permit any act of waste or act that 
would tend to diminish the value of the ]PA Site for any reason, or to allow any 
damage or destruction to property within the JPA Site, except that caused by 
ordinary wear and tear. The RDA shall not take any action which changes or alters 
the condition of any of the property or buildings within the JPA Site. 

3.7. Brokers. The RDA represents and warrants that no realtors or brokers 
are involved in this transaction. The RDA agrees to defend, indemrufy and hold 
harmless the other Parties from any claims, expenses, costs or liabilities arising in 
connection with a breach of the RDA's representations in this section. 

3.8. Parcel M ~ D  for Project Site: Lot Line Adjustment. 

3.8.1. Parcel u. The JPA shall prepare or cause to be prepared a 
parcel or subdivision map (the "Parcel Map") of the Project Site, which shall include 
separate parcels for the Public Administration Parcel and the Service Area Parcel 

05026/017 2Q 
01Aug97 PDE 



within the JPA Site and for Parking Garage Parcel and the Retail Parcel within the 
RDA Site. The RDA and the JPA shall share equally in the cost of the preparation of 
the Parcel Map. The Parcel Map shall be recorded after all of the parcels in the 
Project Site have been acquired. The RDA shall obtain approval of the Parcel Map 
by the City and any appropriate agency or commission of the City within the time 
limitation set forth on the Project Schedule. 

3.8.2. Lot L i n w .  The JF'A may prepare or cause to be 
prepared a lot line adjustment (the "Lot Line Adjustment"), causing the lot line 
between the Kokko and Covell Parcels to be moved to the intended boundary line 
between the RDA Site and the JPA Site within the Kokko Parcel. The RDA and the 
JPA shall share equally in the cost of the preparation of the Lot Line Adjustment. 
The Lot Line Adjustment shall be at the earliest possible time in order to 
accommodate the financing needs of the Parties. The RDA shall obtain approval of 
the Lot Line Adjustment by the City and any appropriate agency or commission of 
the City. 

3.9. Own~f i ip  of Par&. Upon recordation of the Parcel Map, title shall 
be transferred as appropriate, and policies of title insurance shall be issued as 
follows: the JPA shall own the JPA Site, including a portion of the Plaza; the RDA 
shall own the Garage Parcel, the Retail Parcel and a portion of the Plaza. 

. . . . .  3.10.1. -ahon to R e f r a i n f r o m ~ .  The JPA covenants 
by and for itself and any successors in interest that there shall be no discrimination 
against or segregation of any person or group of persons on account of race, color, 
creed, religion, sex, marital status, ancestry or national origin in the sale, lease, 
sublease, transfer, use, occupancy, tenure or enjoyment of the JPA Site, nor shall the 
JPA itself, or any person claiming under or through it, establish or permit any such 
practice or practices of discrimination or segregation with reference to the selection, 
location, number, use or occupancy of tenants, lessees, subtenants, sublessees or 
vendees of the JPA Site. The foregoing covenants shall run with the Iand. 

. . .  . 3.10.2. Form of N o n d ~ s ~ m a t i o n  and Nonsegregation Clauses. The 
JPA shall refrain from restricting the rental, sale or lease of the JPA Site on the basis 
of race, color, creed, religion, sex, marital status, ancestry or national origin of any 
person. All such deeds, leases or contracts shall contain or be subject to substantially 
the following nondiscrimination or nonsegregation clauses: 

3.10.2.1. In deeds: "The grantee herein covenants by and for 
himself or herself, his or her heirs, executors, administrators and assigns, and all 
persons claiming under or through them, that there shall be no discrimination 
against or segregation of any person or group of persons on account of race, color, 
creed, religion, sex, marital status, national origin or ancestry in the sale, lease, 
sublease, transfer, use, occupancy, tenure or enjoyment of the premises herein 
conveyed, nor shall the grantee himself or herself, or any person claiming under or 
through him or her, establish or permit any such practice or practices of 
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discrimination or segregation with reference to the selection, location, number, use 
or occupancy of tenants, lessees, subtenants, sublessees or vendees in the premises 
herein conveyed. The foregoing covenants shall run with'the land." 

3.10.2.2. In leases: 'The lessee herein covenants by and for 
himself or herself, his or her heirs, executors, administrators and assigns, and all 
persons claiming under or through him or her, and this lease is made and accepted 
upon and subject to the following conditions: 

"That there shall be no discrimination against or 
segregation of any person or group of persons on account of race, color, creed, 
religion, sex, marital status, national origin or ancestry, in the leasing, subleasing, 
transferring, use, occupancy, tenure or enjoyment of the premises herein leased, nor 
shall the lessee himself or herself, or any person claiming under or through him or 
her, establish or permit any such practice or practices of discrimination or 
segregation with reference to the selection, location, number, use or occupancy of 
tenants, lessees, subtenants, sublessees or vendees in the premises herein leased." 

3.10.2.3. In contracts: "There shall be no discrimination 
against or segregation of any person or group of persons on account of race, color, 
creed, religion, sex, marital status, national origin or ancestry in the sale, lease, 
sublease, transfer, use, occupancy, tenure or enjoyment of the premises, nor shall 
the transferee himself or herself, or any person claiming under or through him or 
her, establish or permit any such practice or practices of discrimination or 
segregation with reference to the selection, location, number, use or occupancy of 
tenants, lessees, subtenants, sublessees or vendees of the land." 

3.10.3. %ct and Duration of Covenants. 

3.10.3.1. m. The covenants against discrimination shall 
remain in effect in perpetuity. The covenants against discrimination established in 
this Agreement and the grant deed shall, without regard to technical classification 
and designation, be binding for the benefit and in favor of the RDA, its successors 
and assigns, the City and any successor in interest to the JPA Site or any part thereof. 

3.10.3.2. Fff~ct.  The RDA is deemed the beneficiary of the 
covenants running with the land for and in its own rights and for the purposes of 
protecting the interests of the community and other parties, public or private, in 
whose favor and for whose benefit the covenants running with the land have been 
provided. This Agreement and the covenants shall run in favor of the RDA 
without regard to whether the RDA has been, remains or is an owner of any land or 
interest therein in the JPA Site, any parcel or subparcel, or in the Project Area. The 
RDA shall have the right, if the covenants are breached, to exercise all rights and 
remedies and to maintain any actions or suits at law or in equity or other proper 
proceedings to enforce the curing of such breaches to which it or any other 
beneficiaries of the covenants may be entitled. 
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3.11. Use R e s t r i c m  . . . The RDA shall ensure that the following retail uses 
are not allowed on the Project Site by including such restrictions in Reciprocal 
Easement and Maintenance Agreement: 

(a) Any use which emits an obnoxious odor, except for incidental 
odors associated with restaurant uses, noise or sound, except for incidental 
noises associated with normal retail uses, which can be heard or smelled 
outside of any space on the Project Site; 

(b) Any operation primarily used as a warehouse operation and any 
assembling, manufacturing, refining, smelting, agricultural or mining 
operation; 

(c) Any second-hand store, thrift store, surplus store or flea market; - 

(d) Any fire sale, bankruptcy sale (unless pursuant to a court order) 
or auction house operation; 

(e) Any central laundry, dry cleaning pIant or laundromat, 
provided, however, this prohibition shall not be applicable to on-site service 
oriented to pickup and delivery by the ultimate consumer; 

(f) Any vehicle sales, leasing, display or repair, except that vehicle 
service and repairs (other than body work) may be permitted on the Parking 
Garage Parcel, subject to consent by the RDA; 

(g) Any business defined as an "adult entertainment business" in 
the Modesto Municipal Code; 

(h) Any business where the primary enterprise is the sale of liquor, 
commonly referred to as "hard liquor," for off-premise consumption, 
provided such prohibition shall not prohibit the sale of "hard liquor" in 
conjunction with another permitted use, or the sale of beer and wine; 

(i) Any sale of firearms, guns or explosives; 

(j) Any sale of military or security supplies or army surplus 
supplies; 

(k) Any massage parlors; 

(1) Any tattooing or body piercing parlors; or 

(m) Any drug paraphernalia shops or supplies, but not including 
drug stores, pharmacies or registered druggists. 

Article 4 
COSTS OF PROJECT; BUDGET 

4.1. Proiect Budget. 
. .  

4.1.1. BuBget. The Project shall be constructed in accordance 
with a project budget approved by all the Parties (the "Project Budget"). The Parties 
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hereby approve the initial Project Budget, a copy of which is attached hereto as 
Exhibit E. The Project Budget shall reflect the total estimated cost to develop the 
Project Site, including, but not limited to, land acquisition costs, hazardous 
materials abatement, demolition and clearing costs, construction of all 
Improvements, and furniture, fixhires and equipment ("Cost of Development"). 

4.1.2. Revlslon of Budpet After Bids Received. 
. . 

4.1.2.1. G e n e r a .  Subject to 
Sections 2.3.2 and 4.1.2.2, the Parties ktend to use a single general contractor for the 
construction of the Parking Garage, Public Administration Building and other 
Project Improvements. Notwithstanding the foregoing, the Parties intend to have 
the construction of the Parking Garage and of the Public Administration Building 
budgeted as separate projects. Except as provided in Sections 2.3.2 and 4.1.2.2, the 
JPA, in its sole discretion, shall determine prior to the notice inviting bids for the 
construction of the Improvements on the Project Site, either: (a) to bid the 
construction of the Parking Garage and the Public Administration Center as separate 
contracts; or (b) to bid the Parking Garage as an add-alternate under one construction 
contract. 

4.1.2.2. PDA O m .  If, after construction bids have been 
received, the amount bid for the Parking Garage portion of the Project exceeds the 
budget for the construction of the Parking Garage as provided in the Project Budget, 
the RDA, in consultation with the PA,  within 15 days after bid opening, shall 
determine which of the following courses of action to follow: 

4.1.2.2.1. Proceed with the Parking Garage as designed and 
bid and revise the Parking Garage portion of the Project Budget to reflect the cost of 
construction based on the bids received. This section shall not be construed to give 
the RDA the power to revise contingencies set forth in the Project Budget or any 
portions of the Project Budget other than that portion relating to the cost of 
construction of the Parking Garage based on bids received. 

4.1.2.2.2. Rebid the Parking Garage portion of the Project, 
then reconsider the appropriate course of action as provided in Section 4.1.2.2. 

4.1.2.2.3. Cause the JPA to instruct the Architect described 
in Section 5.1.2 to redesign the Project, then rebid the Project and reconsider the 
appropriate course of action as provided in Section 4.1.2.2. 

4.1.2.3. F A  Options. If, after construction bids have been 
received, the amount bid for the Public Administration Center portion of the Project 
exceeds the budget for the construction of the Public Administration Center as 
provided in the Project Budget, the JPA, within 15 days after bid opening, shall 
determine which of the following courses of action to follow: 

4.1.2.3.1. Proceed with the Public Administration Center as 
designed and bid and revise the Public Administration Center portion of the Project 
Budget to reflect the cost of construction based on the bids received. This section 

05026/017 24 
01Aug97 PDE 



shall not be construed to give the JPA the power to revise contingencies set forth in 
the Project Budget or any portions of the Project Budget other that that portion 
relating to the cost of construction of the Public Administration Center based on bids 
received. 

4.1.2.3.2. Rebid the Public Administration Center portion 
of the Project, then reconsider the appropriate course of action as provided in 
Section 4.1.2.3. 

4.1.2.3.3. Cause the Architect desuibed in Sedion 5.1.2 to 
redesign the Project, then rebid the Project and reconsider the appropriate course of 
action as provided in Section 4.1.2.3. 

4.2. Wiect A s a t o r ' s  Authon . . '&. Subject to the direction of the JPA 
Commission and the terms and conditions of this Agreement, the JPA Project 
Administrator (the "Project Administrator") shall have full authority to manage the 
Project, the Project Budget and the Project Schedule, provided all management 
decisions by the Project Administrator meet the following requirements: 

4.2.1. &taI Costs. The total project costs shall be wi-thin the total 
Project Budget and within the total amount appropriated for each Party and no 
reallocation of costs shall be made between the Parking Garage and other 
improvements on the RDA Site on the one hand and the Public Administration 
Building and other improvements on the JPA Site on the other hand. 

4.2.2. m e  Or&. The Project Administrator shall have the 
discretion to approve change orders of less than $25,000 unless a higher amount is 
approved by the JPA Commission, provided such changes are within the total 
amount appropriated for each Party. Change orders that would increase a Party's 
total budget amount shall require the approval of the affected Parties. 

4.2.3. Schedule. The Project Administrator shall have the discretion 
to manage the Project Schedule, provided all such Project Schedule management 
decisions are consistent with Article 2 of this Agreement. 

4.2.4. Control of Proiect %. The Project Administrator shall control 
the Project Site to allow only those individuals on site as may be appropriate for the 
purposes of this Agreement and the completion of the Project, subject to the 
provisions of Section 2.6. 

4.2.5. Reports. The Project Administrator shall report management 
decisions to the JPA in the form of periodic reports, as frequently as directed by the 
JPA Commission. Approval of such reports by the JPA shall constitute ratification 
of the decisions of the Project Administrator. 

4.3. w. The City, the County and the RDA shall have obtained 
interim financing by July 16, 1997, and shall obtain final financing prior to the award 
of the construction contract for the Project. All funds needed to pay for each Party's 
respective share of the Cost of Development shall be deposited into the County 
Treasury in a separate account within the time set forth in the Project Schedule. 
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Alternatively, funds may be held in the account of the financing trustee, provided 
the Project Administrator has full authority to draw from the trustee when 
payments become due. The Parties agree to coordinate financing, including 
marketing of any debt issuance, and shaU strive to close any debt financing within a 
close proximity of time. 

4.4. Reimbursement Advanced Costs. Pursuant to a Reimbursement 
Resolution approved by the City, the City may be reimbursed from its own financing 
for funds advanced for the overall progress of the Project. Pursuant to a 
Reimbursement Resolution approved by the County, the County may be 
reimbursed from its own financing for funds advanced for the overall progress of 
the Project. Pursuant to a Reimbursement Resolution approved by the RDA, the 
RDA may be reimbursed from its own financing for funds advanced for the overall 
progress of the Project. 

4.5. Payment of Project m. The Cost of Development shall be paid in 
accordance with the approved final Project Budget, as follows: 

4.5.1. ' w e d  R D W A  Cosb. The JPA and the RDA shall share, on a 
50-50 basis, all common design and construction costs, including costs related to the 
Plaza; common utility expenses; hazardous abatement consulting expenses; Parcel 
Map and Lot Line Adjustment expenses; curb, gutter and sidewalks around the 
entire Project Site; street repairs; reconstruction of 10th Street; street lighting, 
landscaping; fountains (if part of the design); common signage; utility relocation and 
connection fees; site furnishings (bike racks, planters, trash containers, benches); 
plan check fees and permitting related to the above; costs to relocate staging to 
accommodate the construction of 10th Street to allow for two-way traffic ("Shared 
Expenses"). 

4.5.2. DDA's Cosk. Except for the JPA's contribution for parking 
discussed below, and Shared Expenses, the RDA shall pay all actual costs related to 
abatement, demolition, design and construction on the RDA Site and for all legal 
and engineering expenses related to creating the condominium space for the Retail 
Space. 

4.5.3. Retail Parcel on the ,RDA Site. The JPA shall deliver the Retail 
Pad with utility stub-outs on the Retail Parcel on the date of substantial completion 
of the Parking Garage. The freestanding retail space on the Retail Parcel shall be 
developed and improved at the expense of the RDA or the Developer within the 
time limitation set forth in the DDA. If the Developer does not complete 
improvements on the Retail Parcel by the time of substantial completion of the 
Public Administration Center, the RDA shall seed and landscape the Retail Parcel. 

4.5.4. F A ' S  Cosb. Except for the RDA's payment for the Retail Space 
in the Public Administration Center and Shared Expenses, the JPA shall pay Closing 
Costs with respect to the JPA Site, which amount is included in Miscellaneous Costs, 
and all actual costs related to abatement, demolition, design and construction on the 
JPA Site. 
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4.5.5. and Coun C m u t i o n s  for TPA Ex~ensa .  The City and 
the County shall each contribute funds to the JPA in an amount sufficient to pay for 
the JPA's Cost of Development, as follows: 

County space in building (based 
on actual design) - - 

City space in building (based 
on actual design) - - 

Shared use space in building = 
Other agency space - - 
Service Area and Public Plaza = 
Land Acquisition, hazmat and 

demo costs, title costs - - 
Liability - - 

The JPA's obligations under 
Section 4.6.1. - - 

100% County 

100% City 
50% City, 50% County 
50% City, 50% County 
50% City, 50% 'County 

50% City, 50% County 
50% City, 50% County 
unless otherwise provided 
in this Agreement 

50% City, 50% County 

4.5.6. R e t a i l 3  C e e r  . . . The JPA will 
cause to be constructed on behalf of the RDA approximately 28,000 square feet of core 
and shell retail space, as core and shell space are defined on Exhibit F, on the first 
floor of the Public Administration Building, at the expense of the RDA. During 
completion of the core and shell space, the RDA shall pay to the JPA $58 per square 
foot for the core and shell space, plus the cost of Permit Fees, as defined in 
Section 5.2, for the Retail Space. If the RDA or the Developer requests modifications 
which result in an increase in cost, such incremental cost shall be borne by the RDA. 
The RDA shall deposit all amounts necessary into the County Treasury to pay for 
the Retail Space and permit fees upon award of the construction contract. 
Alternatively, funds may be held in the account of the financing trustee, provided 
the Project Administrator has full authority to draw from the trustee when 
payments become due. The Project Administrator is authorized to withdraw such 
funds to pay for the design and construction of the core and shell Retail Space as the 
work progresses. 

4.5.7. Cost of park in^ Gara~e.  The RDA shall pay two-thirds of the 
actual cost of design and construction of the Parking Garage. The JPA shall pay for 
one-third of the actual cost of design and construction of the Parking Garage (but not 
including land acquisition costs and costs connected with the abatement of 
hazardous materials, demolition and clearing), as set forth in the Project Budget. 
The JPA and the County are not responsible for operation, maintenance and liabilit). 
expenses for the Parking Garage. 

I .  4.6. Failure of Developer to Perfom Due to Comty's or IPA s Discretionarv 
Actions. The RDA is entering into a DDA with the Developer for the construction 
of the improvements on the Cinema Parcel and freestanding retail improvement 
on the Retail Pad, and for the Developer to purchase or lease the Retail Space within 
the Public Administration Center. After execution of this Agreement, if the County 
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or the JPA takes a discretionary action which directly causes the Developer to default 
in its obligations to the RDA and no cinema or freestanding retail are constructed 
prior to April 1,1999, then the JPA and County agree as follows: 

4.6.1. The JPA shall pay the RDA's debt service payment for the 
Retail Space within the Public Administration Center, commencing at the time the 
RDA's first debt service payment on the space is payable. The obligation of the JPA 
to pay the RDA's debt service shall cease with the lease or sale of the Retail Space in 
the Public Administration Center to a private party. The RDA shall have the 
obligation to actively seek one or more tenants for the Retail Space. 

4.6.2. Further, in the event any developer fails to construct the 
cinema improvements or retail improvements on the Retail Parcel by April 1, 1999, 
directly due to the County's discretionary actions, the County shall also pay to the 
RDA, within 30 days after the end of each fiscal year, the following: 

FY99 
moo 
FYOl 
m 0 2  
FY03 

. FY04 
FYo5 
FY06 
FY07 
W08 

These amounts are amounts set in the schedule estimating lost parking revenue 
and tax increments that would be lost to the RDA, as estimated by the RDA in 
March 1997. 

4.6.3. In the event the JPA is making any payments under 
Section 4.6.1, the annual payment set forth In Section 4.6.2 shall be reduced by the 
proportion of the tax increment and parking revenue as estimated in March 1997 
attributable to the Retail Space in the Public Administration Center. 

4.6.4. In consideration for the JPA's or County's payments under 
Section 4.6.1 or 4.6.2, above, the RDA shall lease all available Retail Space in the 
Public Administration Center on a month-to-month basis to the JPA or the County 
for JPA or County purposes. If the JT'A and/or County are not required to make 
payments under these sections, the RDA shall not have the obligation to lease the 
Retail Space to the JPA or the County. 
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Article 5 
DESIGN AND CONSTRUCTION OF PROJECT 

5.1. &&pi of Proiect Site. 

5.1.1. Bp D r o v a l D e L v r r v  of Documenfs. 
. . 5.1.1.1. -. The City and County hereby 

approve the Program of Facility Requirements for the City-County Government 
Services Center dated June 10,1997, prepared by Dan Smith and Associates, a copy of 
which is attached hereto as Exhibit G (the "Facility Program"). The Facility Program 
shall be the basis for the design of the Public Administration Center. 

5.1.1.2. RDA's D~liverv of Documents. The RDA represents 
and warrants that it has, prior to the execution of this Agreement, delivered to the 
JPA copies of all architectural plans, surveys, specifications and other documents 
pertaining to the physical geological or environmental condition of the Project Site 
that are owned by and in the possession of the RDA. 

5.1.2. Architect. It is the intent of the Parties that the exterior 
architectural design of the improvements to be constructed on Block A and Block B 
shall be architecturally compatible. The JPA has retained McLarand, Vasquez & 
Partners, Inc. ("MV&PN) to provide architectural services in accordance with the 
Architect Agreement between the JPA and MV&P (the "Architect Agreement"). 
MV&P will develop a scope of work and provide technical support for all of the 
Project Site, including the Public Administration Center, core and shell Retail Space 
in the Public Administration Center, Parking Garage, Plaza, the Service Area and 
10th Street improvements, and the Retail Parcel as provided in Section 5.1.3. It is 
understood that MV&P will be providing services as an administrative architect, 
and that the Project will be competitively bid on a design-build basis. 

5.1.3. of Retail Parcd. The exterior of the improvements on 
the Retail Parcel shall be designed by MV&P as directed by the Developer in 
accordance with the Architect Agreement, provided that the work does not exceed 
the scope of services for the Retail Space set forth in the Architect Agreement. In 
addition, if the JPA feels it is necessary, MV&P may, at P A  expense, prepare specific 
design guidelines that would apply to the design of the improvements on the Retail 
Parcel and the final design of such improvements shall conform to such design 
guidelines. The final design of the exterior of the improvements on the Retail 
Parcel and the Cinema Project exterior fronting on 10th Street shall be subject to 
review and comment by the JPA. The JPA shall appoint Steve Gaffney or another 
designated representative to the RDA's Citizen Design Review Committee. 

5.1.4. pesim Review Process. 
. . 

5.1.4.1. G u i d w .  The RDA has prepared Design 
Guidelines for the Project dated April 3, 1995 (the "Design Guidelines"). All Parties 
agree to make all reasonable efforts to adhere to the Design Guidelines. 
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5.1.4.2. &&t of Review. Subject to the terms of .this 
Agreement, the Parties shall have the right of architectural and site planning review 
of all plans and drawings, including any changes therein for the Project Site (the 
"Project Plans"). 

5.1.4.3. Distribution of P b s :  Review. The JPA shall 
distribute copies of the Project Plans to the City and the County as directed by the 
Project Administrator. The RDA shall distribute copies of the design of the Retail 
Parcel improvements to the City and to the County as directed by the RDA's 
Executive Director. The City shall promptly provide the plans to the RDA and shall 
obtain any architectural and site planning review by any agency, department, board 
or commission of the City and the RDA within the times required hereunder for 
review of such Project Plans. The County shall promptly obtain any review by any 
agency, department, board or commission of the County within the times required 
hereunder for review of Project Plans. 

5.1.4.4. @oval of P b .  The Parties shall approve or 
disapprove the Project Plans within the time limits set forth in the Project Schedule. 
The Project Plans shall be deemed approved if any of the Parties fail to approve or 
disapprove the Project Plans within the time limits set forth in the Project Schedule. 
Any timely disapproval shall state in writing the reasons for disapproval and the 
changes which the Party requests be made. Such reasons and such changes must be 
consistent with the tenns of this Agreement and the Design Guidelines. The JPA, 
upon receipt of a disapproval based upon the powers reserved by any Party, shall 
cause the revision of such plans, drawings and related documents and resubmit 
them to the Parties as soon as possible after receipt of the notice of disapproval, 
provided that in no case shall the Parties be entitled to require changes inconsistent 
with this Agreement or the Design Guidelines. 

5.2. Permits. Before commencement of construction of any Improvements 
on the Project Site, the JPA shall secure or cause to be secured any and all permits, 
including, but not limited to, the payment of all building permit fees, sewer and 
water hook-up fees, public facility fees, capital facility fees (collectively, "Permit 
Fees") which may be required by the City or any other governmental or 
nongovernmental agency affected by such construction, development or work, 
except with respect to any permits required in connection with the Retail Parcel. 
The Permit Fees shall be paid as follows: 

5.2.1. A ResponsiblhW . . .  . Except for Permit Fees associated with the 
Retail Space in the Pz l i c  ~drninistration Center, the JPA shall be responsible for 
Permit Fees on the JPA Site. The JPA shall pay one-third of the cost of Permit Fees 
on the Parking Garage. 

5.2.2. PDA Responsibility. The RDA shall be responsible for all 
Permit Fees associated with the Retail Space in the Public Administration Center. 
The RDA shall be responsible for all Permit Fees on the RDA Site, except that the 
JPA shall pay one-third of the cost of Permit Fees on the Parking Garage. 
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. . .  
5.2.3. m r e d  Responslblu. If the permit is related to the entire 

Project Site, the Plaza area or the curb, gutter and sidewalk improvements on the 
public right-of-way, then the RDA and the F A  shall share equally in the Permit 
Fees. 

arv C-. 

5.3.1.1. M a  C w t i o n  m t  Over Project Site. 
The RDA does hereby grant, at no charge, to the JPA, the City and the County, their 
employees, agents, consultants, contractors, successors and assigns, a temporary 
construction easement (the "Project Easement") for the benefit of the public in, on 
or over the Project Site (the "Project Easement"). 

5.3.1.2. -t Over P u ~  
- - Way. The City does hereby grant, subject to the Staging Plan described in 

Section 1.5.2.2, at no charge, to the JPA, the County, the RDA, and their employees, 
agents, consultants, contractors, successors and assigns, a temporary construction 
easement (the "Right-of-way Easement") for the benefit of the public, in, on or over , 
the curb, gutter and sidewalk surrounding the Project Site and that portion of 10th 
Street, 11th Street, J Street and K Street surrounding the Project Site, and as 
identified in the Staging Plan and further subject to any approval that may be 
required by Caltrans (the "Right-of-way Easement Area"). The Parties agree that the 
City will be granting a separate temporary construction easement to the Developer. 

5.3.1.3. Peveloper's -1 
JietaiI Space. If the JPA completes the core and shell Retail Space prior to the RDA 
and/or Developer having obtained exclusive right of occupancy of the Retail Space, 
the JPA hereby grants, at no charge, to the RDA and the Developer, and their 
employees, agents, consultants, contractors, successors and assigns, a temporary 
construction easement (the "Retail Space Construction Easement") to construct 
improvements within the Retail Space. The Retail Space Construction Easement 
shall commence on the JPA's acceptance of improvements on the JPA Site and shall 
terminate as set forth in Section 5.3.3.4. 

5.3.1.4. m o s e  of Temporaq&wmab.  The purpose of the 
Project Easement, the Right-of-way Easement and the Retail Space Construction 
Easement is to give the Parties full access to the Project Easement Area and Right-of- 
Way Easement Area and the Retail Space to enable the Parties to fulfill the 
obligations set forth in this Agreement. The Parties acknowledge that the 
construction work contemplated under this Agreement is subject to the Project 
Schedule. Accordingly, the RDA and the City agree to allow full access to the Project 
Easement Area and Right-of-way Easement Area so as to not interfere with the 
progress of the work contemplated under this Agreement. 
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5.3.2.1. Erpiect Ease- Ara.  The City and the County, on 
behalf of the JPA, shall defend, indemnify and hold the RDA harmless from and 
against all claims, damages, judgments, liabilities, expenses and other costs, 
including reasc~able attorneys' fees, relating to personal injury or property damage 
caused by the activities of the JPA, the County, the City and their employees, agents, 
consultants, contractors, successors and assigns, in the Project Easement Area. 

5.3.22. Right-of-Wav _Easement Ara.  The City and the 
County, on behalf of the JPA, shall equally share in third-party claims and liability 
arising from the activities of the JPA, the County, the City and their employees, 
agents, consultants, contractors, successors and assigns, on the Right-of-way 
Easement Area. 

5.3.2.3. insurance Rea-. The JPA shall require all 
contractors and consultants who are performing services on behalf of the JPA to 
name all Parties as additional insureds on the contractors' or consultants' general 
liability insurance policies. 

5.3.2.4. Retail S~ace  and Retail Parcel. The RDA shall, and 
shall cause the Developer to, defend, indermufy and hold the JPA, the County and 
the City harmless from and against all claims, damages, judgments, liabilities, 
expenses and other costs, including reasonable attorneys' fees, relating to personal 
injury or property damage caused by the activities of the RDA and the Developer, 
and their employees, agents, consultants, contractors, successors and assigns, in the 
Retail Space and on the Retail Parcel. 

5.3.3. Tenrunation of Easemen . . t ~ .  

5.3.3.1. h j e r t  merit on the RDA Site. The Project 
Easement over the RDA Site and 10th Street shall terminate upon the RDA's 
acceptance of the Improvements on the RDA Site. 

5.3.3.2. w e n t  on the TPA Site. The Project 
Easement over the JPA Site shall terminate when the JPA takes title to the Parcels in 
the JPA Site. 

5.3.3.3. Rlrrht-of-Wav. a The Right-of-way Easement 
over 10th Street shall terminate when the Parking Garage, the Plaza and related 
improvements are accepted by the RDA and the City. The Right-of-way Easement 
over the remainder of the Right-of-way Easement Area shall terminate when all 
Improvements contemplated in this Agreement are complete and accepted by the 
Parties. 

5.3.3.4. Developer's Easement in Retail Space. The Retail 
Space Construction Easement shall terminate on delivery of exclusive possession of 
the Retail Space to the RDA, either by way of a lease or as condominium space. 
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5.3.4. w e r a t i o n  with Develo~a.  The Parties acknowledge that the 
Developer will be developing the Cinema Project concurrently with the JPA's 
construction of the Project. The RDA, the JPA, the Developer and the contractors 
for the Public Administration Center, the Parking Garage, the improvements on the 
Retail Pad and the Cinema Project shall cooperate and work together to develop a 
mutually satisfactory plan for the coordination and staging of a l l  construction on the 
Project Site and Block B as set forth in Section 1.5.2.2. The Parties shall cooperate 
with the Developer regarding construction activities, construction staging and access 
as may be appropriate to meet the goals of mutual cooperation in the development 
process. 

. . 5.4. Wardous  Mat* A b a t e m e n t .  Site C l e a .  
. . 5.4.1. Wardous  MaterialsAbatementWorkandmk 

Project Site. The JPA, on behalf of the City, the County and the RDA, shall obtain 
hazardous materials abatement surveys, retain a hazardous materials abatement 
consultant, prepare bid documents for hazardous materials abatement and 
demolition and clearing of the Project Site, competitively bid the hazardous 
materials abatement and demolition and clearing of the Project Site, and manage 
the work of the demolition contractor, all within the time limitations set forth in 
the Project Schedule. 

5.4.2. -us v t  C o n s u l t a n t .  
The JPA and the RDA shall share equally in the cost of the hazardous materials 
abatement consultant, currently estimated to be $250,000. As promptly as possible 
after the Effective Date but no longer than 60 days after the Effective Date, the RDA 
shall reimburse the JPA $125,000 for the consultant costs previously incurred by the 
JPA. 

5.4.3. . Cost for Hazardous Materials Abatema. Except for shared 
hazardous materials abatement consulting costs, the RDA shall assume all costs 
associated with hazardous materials abatement and site clearing on the RDA Site, 
even if those costs exceed the current budgeted estimate; and the JPA shall assume 
all costs associated with hazardous materials abatement and site clearing on the JPA 
Site, even if those costs exceed the current budgeted estimate. 

5.5. ~onstruction of Impro v ments on t h e - h j ~ L % ~  

5.5.1. Construchon Process. 
. .  . 5.5.1.1. -on of B&. The JPA, on behalf of the City, 

the County and the RDA may prepare a request for qualifications and solicit pre- 
qualifications for a design build team and shall solicit competitive bids to construct 
the Improvements on the Project Site, including, but not limited to, the Public 
Administration Center, core and shell Retail Space on the ground floor of the Public 
Administration Center, the Parking Garage, the Plaza improvements, curb, gutter, 
sidewalk, improvements on 10th Street and a buildable pad, as defined in 
Section 5.5.3.1, on the Retail Parcel (exclusive of any other work on the Retail 
Parcel). The JPA, in its sole discretion, shall determine prior to the notice inviting 
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bids for the construction of the Improvements on the Project Site, either: (a) to bid 
the construction of the Parking Garage and the Public Administration Center as 
separate contracts; or @) to bid the Parking Garage as an add-alternate under one 
construction contract. 

5.5.1.2. Selection of D&m Build Team. All Parties shall be 
present at the bid opening. Subject to Sections 2.3.2 and 4.1.2.2, the JPA shall award 
the contract for the design and construction of the Lmprovements to the lowest 
responsible bidder. The construction contract shall be substantially in the form set 
forth on Exhibit H. 

5.5.1.3. Umgement of Construction. The JPA shall manage 
the construction until the Improvements are complete and accepted, all within the 
time limitations set forth in the Project Schedule. 

5.5.2. Retail S ~ a c e  in Pub- Cenm . . . The JPA shall 
cause to be constructed 28,000 square feet of core and shell retail space within the 
Retail Space on the first floor of the Public Administration Center. The RDA shall 
purchase the Retail Space from the JPA at the JPA's cost of $58 per square foot, plus 
the cost of any building permit fee applicable to the Retail Space. 

5.5.3. Retail Parcel. 

5.5.3.1. P !  of Retail Pad bv TPA. The JPA shall not 
construct any improvements on the Retail Parcel. Rather, it shall provide a 
buildable pad that is graded and compacted, including certification by a soils 
engineer that the pad is within 95% compaction and one-tenth of one foot of the 
proposed elevation. Sewer, water, electrical, natural gas, cable TV and telephone 
utilities shall be provided to the front or rear of the Retail Parcel, depending on the 
location of the utility. The JPA shall complete such work on the Retail Parcel in 
accordance with the Project Schedule. 

5.5.3.2. Pamzge to Other bprovemenb. The RDA shall 
immediately repair any damage caused to any of the Improvements constructed by 
the JPA, which may occur in connection with or as a result of the construction of 
improvements on the Retail Parcel. 

5.5.3.3. Damage to Retail Parcel Improvements. The JPA 
shall immediately repair any damage caused by the JPA, and its employees, agents, 
consultants, contractors, successors and assigns to any of the improvements 
constructed by the JPA, the RDA or the Developer on the Retail Parcel, which may 
occur in connection with or as a result of the construction of the Improvements on 
the remainder of the Project Site after the RDA has accepted the improvements on 
the Retail Parcel. 

5.6. No Termination After Contracts Awarded. Once contracts for 
demolition and hazardous material abatement and construction of the Project have 
been awarded, no Party shall have the right to terminate this Agreement or delay or 
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stop the construction of the Project. All Parties recognize that any attempt to do so 
will result in substantial damage to one or more of the Parties. 

Article 6 
PARKING GARAGE 

6.1. FA'S Par-. The RDA shall hold fee title to the Parking 
Garage, provided the JPA has guaranteed parking, free of charge, as follows: 

Yrs 1-5 Yrs 6+ 

519 (611 employees @ 85%) 589 (693 employees @ 85%) 
66 (City-County vehicles) 66 (City-County vehicles) 
36 (other gov't agencies) 36 (other gov't agencies) 

621 Subtotal 69 1 Subtotal 

In addition, the JPA has identified transient parking needs for an 
additional 97 spaces. This need shall be met by the RDA in the Parking Garage by 
making all nondesignated spaces available for public parking on terms 
commensurate with other public parking provided in the downtown area. 

J ocatim-g Spaces 
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Years 1-5 Years 6+++ 1 

"AD" means all-day parking, 7:00 a.m. to 5:30 p.m., excluding Saturdays, 
Sundays and holidays. "Short-term" means parking less than all-day parking. "9th 
Street Garage" means the lot adjacent to the Doubletree. "RDA Garage" means the 
newly constructed Parking Garage on the RDA Site. 

Number of 
Spaces 

315 

-. 
266 

70 

40 

97 

Total 788 

Location 

9th Street 
Garage 

,' 
RDA Garage':' 
top floors 

RDA Garage 
basement 

RDA Garage 

Number of 
Spaces 

315 

266 

40 

97 

Total 718 

All Day or 
Short Term 

AD 

AD 

AD 

Short-term 

All Day or 
Short Terxh 

AD 

AD 

AD 

AD 

Short-term 

I 

Location 

9th Street 
Garage 

RDA Garage 
top floors 

RDA Garage 
top floors or 
other lot as 
approved by 
JPA 

RDA Garage 
basement 

RDA Garage 



6.2. Par- Managwent Plan. The RDA, in consultation with the JPA, 
shall work with a Parking Management Consultant to develop a management plan 
for the Parking Garage (the "Garage Management Plan"). 

6.3. Annul Review. The JPA estimates that approximately 70 fewer 
employee spaces will be needed for the first five years after the Public 
Administration Center is occupied than later. The RDA agrees to review, on an 
annual basis, the need for and availability of City and County employee parking and 
to provide adequate employee parking, in accordance with the parameters identified 
in Section 6.1, above. During the first five years after the Public Administration 
Center is occupied, if demand for City-County employee parking exceeds supply, the 
RDA shall conduct an annual review and increase the number of all-day parking 
spaces to accommodate the need. During the first five years after the Public 
Administration Center is occupied, the RDA shall provide a minimum of 621 full- 
time parking spaces, which may increase during the first five years, if needed, to a 
maximum of 691 full-time parking spaces. After five years, 691 full-time parking 
spaces shall be made available to the JPA if the JPA determines the additional spaces 
are needed to meet the needs of City and County employees. 

6.4. Alternate Lot for Additional E vee Parkjng. With respect to the 
70 additional employee parking spaces w h i z ;   must provide over the 
course of the first five years after occupancy in the Public Administration Center, the 
RDA has the option of offering to provide such parking spaces at a lot other than 9th 
Street Garage or the newly-constructed Parking Garage on the RDA Site. The JPA, in 
its sole discretion, may reject the RDA's proposed parking plan for the additional 
70 spaces, provided that the basis for rejection is related to the proximity of the 
alternate parking lot to the Public Administration Center. 

6.5. Spaces for Visitors and Custom=. Ninety-seven spaces shall be made 
available to visitors and customers of the City and the County, and such parking 
will be allowed in short-term parking spaces. The RDA may charge a reasonable fee 
for these spaces commensurate with other public parking charges in the downtown 
area. The RDA shall agree to a reasonable number of free visitor parking passes to 
be used at the discretion of the City Manager and the County's CEO. If the County, 
in its reasonable discretion, determines that the visitor and customer parking needs 
for the public agencies in the Public Administration Center are not being adequately 
met or the parking fees for visitor and customer parking are excessive, the RDA 
shall revise the Garage Management Plan to provide more accessible, adequate and 
less costly parking for visitors and customers of the public agencies with respect to 
the 97 spaces. Such revisions to the Garage Management Plan shall be subject to JPA 
approval. 

6.6. Parkine Ri&ts are Free of Chaw.  In consideration for the JPA's 
financial contribution to the Parking Garage, the parking rights defined herein shall 
be free of charge to the JPA, the County and County employees. 

6.7. park in^ Riphts in the Event of RDA Default. The JPA shall have the 
right of first refusal to purchase the Parking Garage in the event the RDA and the 
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City default in the payment of the indebtedness secured by the Parking Garage. In 
structuring its financing, the City and the RDA shall segregate the balance owed on 
the Parking Garage, so that the amount to pay off the indebtedness on the Parking 
Garage shall not exceed two-thirds of the cost of design and construction of the 
Parking Garage, plus the cost of acquiring, abzhg  and demolishing the garage 
parcel. 

6.8. m d a t i m .  The existence of the parking rights set forth herein shall 
be memoriabed by a memorandum of this Agreement, referencing such rights, 
which shall be recorded against the Parking Garage and which shall be terminated 
only if the Public Administration Center is no longer utilized for public purposes. 

Article 7 
INDEMNIFICATION 

7.1. The Site. After the RDA acquires the RDA Site pursuant to the 
terms of this Agreement and accepts the improvements constructed by the JPA on 
the RDA Site, the RDA shall own, operate and maintain the RDA Site, including 
the Parking Garage and the Retail Parcel, and shall indemnify, defend and hold 
harmless the JPA and the County, their agents, officers and employees from and 
against all claims, damages, losses, judgments, liabilities, expenses and other costs, 
including litigation costs and attorneys' fees (collectively, "Claims"), arising out of, 
or resulting from or related to the RDA's ownership and obligation to operate and 
maintain the RDA Site. 

7.2. The. After the JPA acquires title to the JPA Site pursuant to 
the terms of this Agreement, the JPA shall own, operate and maintain the JPA Site 
and shall indemnify, defend and hold harmless the RDA, its agents, officers and 
employees from and against all Claims arising out of, or resulting from or related to 
the JPA's omership and obligation to operate and maintain the JPA Site, except for 
Claims arising from retail uses on the JPA Site. 

7.3. &tail S~ace: Retail Parcd. If the RDA leases or transfers title to the 
Retail Parcel or the Retail Space in the Public Administration Center, the RDA shall 
require the tenant or purchaser of the Retail Parcel or the Retail Space to indemnify, 
defend and hold harmless the Parties, and their respective agents, officers and 
employees from and against all Claims arising out of, or resulting from or related to 
use of the Retail Parcel and the Retail Space. The RDA shall cause this provision to 
be in the DDA and all other agreements with third parties who purchase any 
property within the Project Site. 

7.4. PlazaParcel. The RDA and the JPA shall record against the Project, the 
Reciprocal Easement and Maintenance Agreement which shall require the JPA and 
the owner of the Retail Parcel to share the responsibility for third-party Claims 
arising out of, or resulting from or related to the existence and use of the Plaza. The 
Reciprocal Easement and Maintenance Agreement shall require the maintenance of 
liability insurance with respect to the Plaza, the cost of which shall be shared by the 
JPA, the owner of the Retail Space and the owner of the Retail 'Parcel. 
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7.5. Q@Empb~m~loyees. After occupancy in the Public Administration Center, 
the City shall defend, indemnify and hold harmless the County, the RDA and the 
JPA, their agents, officers and employees from and against all Claims arising from, 
related to, asserted by or caused by the City's employees. 

7.6. -loyea. After occupancy in the Public Administration 
Center, the County shall defend, indemnify and hold harmless the City, the RDA 
and the JPA, their agents, officers and employees from and against all Claims arising 
from, related to, asserted by or caused by the County's employees. 

7.7. . . . After occupancy in the Public 
Administration Center, the City and the County shall be jointly liable for all third- 
party Claims arising from or related to personal injury or property damage occurring 
in the JPA Space in the Public Administration Center. 

Article 8 
RESOLUTION OF DISPUTES 

8.1.1. Covenant. The Parties agree to submit all disputes, 
controversies, differences or deadlocks in resolving issues requiring agreement of 
the Parties relating to or arising out of this Agreement that cannot be resolved by 
discussions between or among such Parties for resolution initially to the JPA 
Commission. If the JPA Commission is unable to resolve the matter, then the 
Parties shall agree on an arbitrator and shall submit the matter to nonbinding 
arbitration by such arbitrator in accordance with the applicable provisions of this 
Article 8. If the Parties are unable to agree on an arbitrator, then the Parties shall 
submit the matter to nonbinding arbitration administered by Judicial Arbitration & 
Mediation Services, Inc. ("JAMS") in accordance with the applicable provisions of 
'this Article 8, unless the Parties involved agree to another alternative dispute 
resolution method. If either Party ultimately resorts to filing a lawsuit, such suit 
shall be filed in San Joaquin County Superior Court. Notwithstanding the 
foregoing, this Article 8 shall not apply to defaults by any Party or claims of damages 
as a result of such default. 

8.1.2. Effect. If any dispute, controversy, difference or deadlock is 
submitted for resolution pursuant to this Article 8, the Parties nonetheless shall be 
obligated to proceed with the Project in every other aspect than the issue in dispute, 
to the full extent that it is possible to do so. 

8.2. hltxation o . .  . f Arbitration. Arbitration shall be initiated in the following 
manner: 

8.2.1. Jnitiating Party. Any Party may initiate the arbitration by 
serving the other Party or Parties with a demand for arbitration by registered, 
certified or FedEx mail. The demand for arbitration shall state the nature and 
amount of the claim, if applicable, or otherwise describe with reasonable 
particularity the nature of the dispute or controversy and the relief sought. Unless 
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the parties agree on a non-JAMS arbitrator, the initiating Party shall file a copy of the 
demand at any regional office of JAMS, together with the appropriate filing fee. 

8.2.2. Pesponse. lf the responding Party or Parties desire to file a 
response and/or counterclaim, they must do so within 20 dsys of service of the 
demand. Fdure to file a counterclaim or response will not operate to delay the 
arbitration proceedings. 

8.2.3. No Furt-. After the filing of the claim, response and 
counterclaim, no further claims or counterclaims may be made except on motion to 
the arbitrator. 

8.3.1. -. If the Parties are unable to agree on 
. the choice of an arbitrator within 20 days from service of the notice and demand for 

arbitration, then any Party may request from JAMS a list containing at least 
10 names of available arbitrators, accompanied by their resumes, if available. Each 
Party shall have 10 days from mailing of the list in which to cross off the names of 
not more than four arbitrators they deem objectionable, number the remaining 
names to indicate the order of preference and return the list to JAMS. If a party does 
not return the list within 10 days, then all persons named therein shall be deemed 
acceptable to that party. From among the persons who have been approved on the 
lists of all Parties, and in accordance with the designated order of mutual preference, 
JAMS shall invite an arbitrator to serve. If acceptable arbitrators are unable to serve, 
or if for any other reason the appointment cannot be made from the submitted lists, 
then JAMS shall have the power to make the appointment from among other 
retired judges on the panel, without the submission of any additional list. 

8.3.2. Powers of A w - .  Subject to Section 8.6, the 
arbitrator shall have full power to make such regulations and to give all orders and 
directions as he or she shall deem just and appropriate, not only in respect to the 
matters, disputes and claims submitted for decision, but also with respect to the 
mode and times of executing and performing any of the acts, deeds or other matters 
which may be directed to be done or awarded. 

8.3.3. . r _ r o d u c t i o n o f & .  The arbitrator shall have 
the authority and power to request the production of any books or records in the 
possession or control of any of the Parties, and to order that any Party in the 
meantime shall have access to and be permitted to inspect and take copies of all or 
any of the same relating to the matters in dispute. 

8.3.4. Grant a. Subject to Section 8.6, the arbitrator may grant 
any remedy or relief that the arbitrator deems just and equitable and within the 
scope of this Agreement, including, but not limited to, injunctive relief and/or 
specific performance, provided, however, that the Arbitrator shall not be entitled to 
grant injunctive relief of any kind to any Party whch disrupts or delays the 
demolition or construction process on the Project. 
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8.3.5. Proem Ex Part?. Subject to Section 8.6, should any Party 
refuse or neglect to furnish the arbitrator with any papers or information 
demanded, or fail to attend hearings, the arbitrator is empowered by all Parties to 
proceed ex parte. 

8.4. Costs and F w .  Each Party to the arbitration s\all be responsible for its 
own costs and expense of the arbitration and the costs and fees of JAMS shall be 
borne equally by the Parties to the arbitration. 

8.5.1. P&ea&g. Once the arbitrator is chosen, the Arbitration 
Administrator at JAMS may be authorized and directed upon application of any 
Party to schedule a pre-hearing conference with the arbitrator for the purpose of 
narrowing the issues, establishing a discovery schedule, arranging an acceptable 
procedure for any law and motion proceedings and in all respects arranging for the 
most expeditious hearing possible of the matters in dispute. 

8.5.2. Discove~.  Discovery shall be at the discretion of the arbitrator 
and allowed only upon a showing of good cause utilizing the following guidelines: 

8.5.2.1. *or s nlsm I .  a. The arbitrator shall have 
discretion to order pre-hearing exchange of information, including, but not limited 
to, the production of requested documents and exchanges of summaries of 
testimony of proposed witnesses. 

8.5.2.2. -. Each Party may depose no more than 
three non-expert witnesses, whether they are party or nonparty witnesses. Any such 
depositions shall be completed no later than 10 days prior to the arbitration hearing. 
Notice of deposition need not comply with the formal requirements of California 
law, and may consist of a Ietter from one Party's counsel to the other counsel, but 
such notice shall be faxed or hand-delivered at least 10 days prior to the scheduled 
deposition. The Parties' counsels shall endeavor in good faith to schedule and 
coordinate depositions in the most efficient manner possible. 

8.5.2.3. Jnterro atories. No Party may serve any 
interrogatories on another Party. 

8.5.2.4. Expert Witn-. There shall be an early and prompt 
designation of expert witnesses who may be called upon to testib at the arbitration 
hearing. Their depositions and all other discovery shall be allowed only upon a 
showing of good cause. 

8.5.3. Evidence. Judicial rules relating to the order of proof, the 
conduct of the hearing and the presentation and admissibility of evidence shall not 
be applicable in this proceeding. Any relevant evidence, including hearsay, shall be 
admitted by the arbitrator if it is the sort of evidence upon which responsible 
persons are accustomed to rely in the conduct of serious affairs, regardless of the 
admissibility of such evidence in a court of law. 
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8.5.4. Location of of. The arbitration hearing shall be 
conducted in Modesto, California, unless the Parties agree upon another location. 
The arbitrator shall fix the time for hearing and provide each Party with at least 
15 days' written notice thereof. 

8.5.5. Counsel. Any Party may be represented by counsel in the 
arbitration. 

8.5.6. T u .  To the extent possible, the arbitration shall be 
scheduled on consecutive days from 9:00 a.m. to 590 p.m., with a one-hour lunch 
break. The award shall be made by the arbitrator on or before 30 days after final 
submission of all matters. 

8.5.7. Reasaned ODmlon:- . . . . .  . Subject to Section 8.6, in 
rendering the award, the arbitrator shall set forth the reasons for his or her decision. 
The arbitrator shall follow the substantive law and the rules of equity of the State of 
California, including the provisions of California law dealing with arbitration as 
they exist at the time of the arbitration except to the extent such provisions are 
inconsistent with this Agreement. The arbitrator may grant any remedy or relief 
that the arbitrator determines to be just and reasonable, except injunctive relief as 
set forth in Section 8.3.4, according to the applicable laws and within the scope of 
this Agreement, including, but not limited to, specific performance. The arbitrator 
may also reserve jurisdiction over the Parties after rendition of the award for 
purposes of enforcing or implementing the award and may conduct any 
supplemental proceedings which the arbitrator deems necessary or desirable in that 
regard. 

8.6. Nonbinding. The award of the arbitrator shall not be binding upon the 
Parties. If a Party elects to pursue litigation, such Party shall file in San Joaquin 
County Superior Court. 

8.7. Fees and Costs. Attorneys' fees, costs and expenses incurred in 
connection with the arbitration shall be awarded in accordance with the provision 
of this Agreement, and in accordance with the provisions of California law and the 
rules of practice and procedure of JAMS to the extent such rules do not conflict with 
this Agreement. 

8.8. Additional Procedures. The foregoing procedures shall be 
supplemented by the rules of practice and procedure of JAMS in effect at the time of 
the arbitration to the extent such rules do not conflict with anything stated above. 

8.9. Other Relief. The foregoing provisions for nonbinding arbitration 
shall not prevent any Party from seeking relief from a court of competent 
jurisdiction in the event of a breach or other conduct by any Party which threatens 
the innocent party with irreparable injury. All Parties agree to waive any and all 
claims to injunctive relief as set forth in Section 8.3.4. , 
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Artide 9 
TERMINATION; DEFAULT 

9.1. Termination. Other than as set forth in Section 1.5.3, the Parties intend 
that there be no grounds for termination of this Agreement, except as ordered by a 
Court of competent jurisdiction due to the substantial and material default of any of 
the Parties, or upon the mutual agreement of all Parties to terminate this 
Agreement. 

9.2. Default. If any Party is in material default with regard to any of the 
provisions of this Agreement, the nondefaulting Party shall serve written notice of 
such default upon the defaulting Party. If the defaulting Party has not cured the 
default within 30 days after service of the notice of default, or, if the default cannot 
be cured in 30 days, the defaulting Party has not commenced and diligently 
continued to cure the default, the nondefaulting Party may seek any remedy at law 
or in equity, and the defaulting Party shall be liable to the nondefaulting Party for 
any damages caused by such default. Except as expressly provided herein, such 
damages shall not include future property taxes which the proposed development 
would have generated, or damages arising from individuals or entities not a Party to 
this Agreement. If default shall be made by any Party in any covenant contained in 
the Agreement, such default shall not excuse any of the other Parties from fulfilling 
its obligations under the Agreement. Each and all of the remedies given to the 
Parties hereunder or by any law now or hereafter enacted are cumulative and the 
exercise of any one right to remedy shall not impair the right of the Party to any or 
all other remedies. 

Article 10 
GENERAL PROVISIONS 

10.1. Governing Law. This Agreement shall be construed, interpreted and 
applied in accordance with the laws of the State of California. 

10.2. Waiver of Right to Turv Trial,. In the event of a dispute, the Parties 
agree to waive the rights they may have to a trial by jury. 

10.3. Nonliabilitv of Officials. Emulovees and Aeents. No member, official, 
employee or agent of any Party shall be personally liable for any damages related to 
any default or breach by any other Party, or for any obligations under the terms of 
this Agreement. 

10.4. InsDecfion of Books and R&. All Parties shall have the right, upon 
not less than 72 hours' prior written notice, to inspect the books and records of the 
other Parties as they relate to the Project. 

10.5. -ity of Part&. All Parties warrant that this Agreement and all 
other documents delivered have been authorized, executed and delivered by all 
Parties; are binding obligations of the Parties; do not violate the provisions of any 
agreement which affects the Project Site, nor knowingly violate any local, state or 
federal ordinances, laws or regulations. The Parties warrant that the persons 



executing this Agreement on their behalf are authorized to do so, and on execution 
of this Agreement, this Agreement shall be valid and enforceable against the Parties 
in accordance with this Agreement. 

10.6. m v a l s  and. Except as otherwise provided herein to the 
contrary, no Party shall unreasonably withhold or delay any approvals or consents 
required to be given or otherwise provided for herein. 

10.7. Amendment of v. Pursuant to provisions of the 
Redevelopment Plan for modification or amendment thereof, the RDA agrees that 
no amendment which changes the uses or development permitted on the Project 
Site or changes the restrictions or controls that apply to the Project Site or otherwise 
directly affect the use of the Site shall be made or become effective without the prior 
written consent of the City, the County and the JPA. 

10.8. Amendments to Any amendments to this Agreement 
must be approved in writing by all Parties. 

10.9. -. The Parties shall not have the power or right to assign 
this Agreement without obtaining the other Parties' prior written consent. Any 
attempted assignment without the other Parties' written consent shall be voidable 
and constitute a material breach of this Agreement. 

10.10. Doc-. Each Party agrees to cooperate in providing 
information and documents to the other Parties, and shall execute, acknowledge 
and deliver, or cause to be executed, acknowledged and delivered, such further 
instruments and documpts as may be reasonably necessary in order to complete the 
transactions contemplated in this Agreement and to carry out the intent and 
purpose of this Agreement. 

10.11. Severabw.  If any tenn or provision of this Agreement shall, to any 
extent, be held invalid or unenforceable, the remainder of this Agreement shall not 
be affected. 

10.12. Waivers. A waiver or breach of covenant or provision in this 
Agreement shall not be deemed a waiver of any other covenant or provision in this 
Agreement, and no waiver shall be valid unless in writing and executed by the 
waiving Party. An extension of time for performance of any obligation or act shall 
not be deemed an extension of the time for performance of any other obligation or 
act. 

11.13. w. This Agreement may be executed in one or more 
counterparts. Each shall be deemed an original and all, taken together, shall 
constitute one and the same instrument. 

11.14. -. The section headings and captions of this 
Agreement are, and the arrangement of this instrument is, for the sole convenience 
of the Parties. The section headings, captions and arrangement of this instrument 
do not in any way affect, limit, amplify or modify the t e n  and provisions of this 
Agreement. 
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11.15. M-. All of the terms, provbioiis, trkpresentations, warrarities and 
covenants of the Parties under this ~greement shall survive each Close of Escrow 
and shall not be merged in any Deed or other documents. 

11.16. Wf m. Time b of the essence in this Agreement. 

11.17. Construction. Each Party has reviewed and revised this Agreement 
and agrees that the rule of construction to the effect that any ambiguities are to be 
resolved against the drafting Party shall not be &ployed iii the htewretation of . 
this Agreement or any &#bments or Exhibi'G heretp. This ~greement shall be 
construed neither for nor against any Party, but shall be given a reasonabie 
interpretation in accordance with the plain m e d g  of iti ten& &id the &tent of 
the Parties. 

11.18. 
. . . Each Exhibit referenced .in this 

Agreement i s j o ,  and ~ecomes an integral part of, 
this Agreement just as if such Exhibits were set out in 'frill in the text or body of this 
Agreement. The following Exhibits are attached to,this Agreement: 

Exhibit A - Description of Project Site 

Exhibit B - Project Schedule 

Exhibit C - Preliminary Site Plan 

Exhibit D - Fonn of Grant Deed 

Exhibit E - Project Budget 

Exhibit F - Definition of Core and Shell 

Exhibit G - Facility Program 

Exhibit H - Form of Construction Contract 

11.19. M o d  of Provl 
. . Notice; Effective Date. Any notice required or 

permitted to be  g i d s h a l l  be in wfiting~ha'shall be effective upon 
personal delivery or three days after deposit iri the Uriited States Postal Service, 
postage prepaid and addressed as follows: 

, , 

To City: City of Modesto 
Attn: City Manager 
801 11th Street 
Modesto, CA 95354 , 

To county: County of Stanislaus 
Attn: Chief Executive Officer 
1100 H Street, .-:, -. . . . 
Modesto, CA 96354 
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To RDA: 

To JPA: 

Redevelopment Agency of the City of Modesto 
Attn: Executive Director 
801 11th Street 
Modesto, CA 95354 

City-County Joint Powers Agency 
Attn: Project Administrator 
(C/O Stanislaus County CEO's Ofice) 
1100 H Street, 2d Floor 
Modesto, CA 95354 

11.20. Telecovied Notices: Chance of Address. All telecopied notices must be 
followed by hard copies of such notices. The telecopied notices are effective three 
days after deposit in the United States Postal Service, postage prepaid. Any Party 
may change its address for the purposes of this Agreement by giving 10 days' 
advance written notice of such change to the other Parties. 

IN WITNESS WHEREOF, the Parties have executed this Agreement as of the 
date set forth above. 

"THE COUNTY" 

THE CO.ETNTY OF STANISLAUS I 

BY Attest: 
~ea~an:&f.  Wilson, Chief Executive Clerk of the ~ o a r d '  

Officer 

Approved as to form: 

Michael H .  ~rausnick 
County Counsel 

"THE CITY" 

THE CITY OF MODEST0 

ByT pG Attest: 
J. Ed arll Tewes, City Manager ~ i b  Clerk 
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Approved as to form: 

Michael D. hllilich 
City Attomey 

'THE RDA" , . 

REDEVELOPMENT AGENCY OF THE 
CITY OF MODEST0 

Attest: 
se&etary 

Michael D. Milich 
Attorney for the RDA 

"THE JPA" 

THE CITY-COUNTY CAPITAL 
IMPROVEMENTS AND FINANCING 
AGENCY 

1 - 
~y .p~i.&*c :c,-, J!.i-, Ji\ oir;a;: : 

Patricia Hill-Tl~omas, Project Clerk 
Administrator 

Michael D. Milich 
Attomey for the JPA 

Michael H. Krausnick 
Attorney for the JPA 
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MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING LEASE AGREEMENT 
AND FACILITIES LEASES 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Commission of 
the Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority 
organized under the laws of the State of California, and that as such I am authorized to execute 
this Certificate on behalf of the Authority. 

I hereby further certify that there is attached hereto full, true and correct copies of 
the following documents: 

1. Master Agreement, approved July 22, 1997, (the "Master Agreement") among the County 
of Stanislaus, the City of Modesto, the City-County Capital Improvements and Financing 
Joint Powers Agency, and the Redevelopment Agency of the City of Modesto. 

2. Reimbursement Agreement, dated as of March 1, 1998, (the "Reimbursement Agreement") 
by and between the City of Modesto and the Redevelopment Agency of the City of 
Modesto. 

3. Lease Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to Lease 
Agreement, dated June 15, 2000, Amendment No. 2 to Lease Agreement, dated 
October 15, 2002 and Amendment No. 3 to Lease Agreement, dated April 18, 2007 (as so 
amended, the "1 998 Lease"), each by and between the Authority and the City. 

4. Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public 
Properties), dated as of March 1, 1998, as amended by Amendment No. 1 to Site Lease, 
dated October 15, 2002 and Amendment No. 2 to Site Lease, dated April 18, 2008 (as so 
amended, the "Miscellaneous Site Lease"), each by and between the Authority and the 
City. 

5 .  Site Lease (Parking Garage), dated as of March 1, 1998, as amended by Amendment No. 1 
to Site Lease, dated June 15, 2000 (as so amended, the "Parking Garage Site Lease"), each 
by and between the Authority and the Redevelopment Agency of the City of Modesto. 

6. Facilities Lease (Communications Dispatch Center), dated as of March 1, 1998 (the 
"Dispatch Lease") by and between the Authority and the City. 

7. Facilities Lease (City-County Administration Building), dated as of March 1, 1998 (the 
"Administration Building Lease") by and between the Authority and the City-County 
Capital Improvements and Financing Agency. 

8.  Facility Lease, dated'as of April 1,2007, by and between the Authority and the City. 



9. Sublease, dated as of April 1,2007, by and between the Authority and the City. 

I hereby further certify that the Master Agreement, Reimbursement Agreement, 
1998 Lease, the Miscellaneous Site Lease, the Parking Garage Site Lease, the Dispatch Lease, 
the Administration Building Lease, the Facility Lease and the Sublease have not been amended, 
rescinded or modified, and are now in full force and effect. 
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IN WITNESS WHEREOF, I have hereunto set my hand as of the date set forth herein. 

Dated: August 28, 2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
/ Stephanie Lopez ' 

Secretary 



EXECUTION COPY 

REIMBURSEMENT AGREEMENT 

THIS REIMBURSEMENT AGREEMENT ("Agreement"), dated as of March 1, 1998, 
by and between the CITY O F  MODEST0 (the "City"), a charter city and a municipal 
corporation organized and existing under the laws of the State of California (the "State") and the 
REDEVELOPMENT AGENCY OF THE CITY OF MODEST0 (the "Agency") a public 
body, corporate and politic duly organized and existing under the laws of the State; 

WHEREAS, the Agency is a redevelopment agency, a public body, corporate and politic 
duly created and established and authorized to transact business to exercise its powers, all under 
an pursuant to the provisions of the Community Redevelopment Law (Health and Safety Code 
Section 33000 e t  seq.) (the "Law"), including the power to enter into contracts as may be in the 
best interest of the Agency; and 

WHEREAS, the City, the County of Stanislaus (the "County") and the City-County 
Capital Improvements and Financing Agency (the "Financing Agency"), in conjunction with the 
Agency, have to determined to undertake a mixed-use development to provide, among other uses, 
retail and office uses, a cinema complex, a public parking garage, a City-County administration 
building to be located in the Downtown Redevelopment Project Area (the "Project Area"), 
together with other public capital improvements (collectively, the "Project"); and 

WHEREAS, in furtherance of the Project, under the terms of that certain Master 
Agreement (the "Master Agreement"), dated July 22, 1997, among the County, the City, the 
Agency and the Financing Agency, has agreed to undertake, on behalf of the Agency, the 
construction and acquisition of certain components of the Project, consisting of the construction 
of a Public Parking Garage and related facilities and improvements (the "Agency Improvements" 
as more particularly described in Exhibit A hereto) and the Agency has agreed to repay City for 
the construction of such Agency Improvements; and 

WHEREAS, pursuant to Resolution No 23-97, adopted by the Agency on July 27, 1997, 
the Agency determined, with the consent of the City Council of the City, in accordance with 
Section 33445 of the Law that the acquisition of certain buildings, facilities, structures and other 
improvements (including the Agency Improvements) were of benefit to the Project Area or the 
immediate area in which the Project Area is located and that no other reasonable means of 
financing such buildings, facilities, structure or other improvements (including the Agency 
Improvements), are available to the community; and 

WHEREAS, this Reimbursement Agreement will constitute indebtedness of the Agency 
payable from Tax Revenues of the Agency (as such term is defined herein); 



WHEREAS, the City and the Agency desire to set forth the terms and conditions under 
which the Agency will repay the City for actions undertaken and costs and expenses incurred by 
it for and on behalf of the Agency. 

ARTICLE I 

DEFINITIONS 

SECTION 1.1 Definitions and Rules of Construction. Unless defined herein, or the 
context otherwise requires, the capitalized terms used herein shall for all purposes of this 
Agreement have the meanings specified in the Agreement. Unless the context otherwise 
indicates, words importing the singular number shall include the plural number and vice versa. 
The terms "hereby", "hereof', "hereto", "herein", "hereunder" and any similar terms, as used in 
this Agreement, refer to this Agreement as a whole. 

"Agency" means the Redevelopment Agency of the City of Modesto. 

"Agencv Im~rovements" means the Agency Improvements as more particularly described 
in Exhibit A hereto. 

"Agency Payments" means the payments due from the Agency to the City under 
Sections 3.1 and 3.3 hereof, a schedule of which is set forth on Exhibit B hereto. 

"Agreement" means this Reimbursement Agreement, including all Exhibits hereto, and any 
duly authorized and executed amendment or supplement hereto. 

"Annual Debt Service" means, for any twelve month period for purposes of any 
calculation hereunder, the sum of (a) the interest payable on any bonds, notes or other obligations 
of the Agency for such twelve month period, assuming that such bonds, notes or other obligations 
are retired as scheduled, and (b) the principal amount of such bonds, notes or other obligations 
(including sinking fund payments, if any) payable by their terms in such twelve month period, 
excluding the redemption premiums, if any, thereon. 

"City" means the City of Modesto, a charter city and a municipal corporation duly 
organized and existing under the laws of the State. 

"Federal Securities" means any of the following: 

(a) Direct obligations (other than an obligation subject to variation in principal 
repayment) of the United States of America ("United States Treasury Obligations"); 

(b) obligations fully and unconditionally guaranteed as to timely payment of principal 
and interest by the United States of America; 



(c) obligations fully and unconditionally guaranteed as to timely payment of principal 
and interest by any agency or instrumentality of the Unites States of America when such 
obligations are backed by the full faith and credit of the Unites States of America; or 

(d) evidences of ownership of proportionate interests in future interest and principal 
payments on obligations described above held by a bank or trust company as custodian, under 
which the owner of the investment is the real party in interest and as the right to proceed directly 
and individually against the obligor and the underlying government obligations are not available 
to any person claiming through the custodian or to whom the custodian may be obligated. 

"&" means the Community Redevelopment Law of the State, constituting Part 1 of 
Division 2 4  of the California Health and Safety Code, and the acts amendatory thereof and 
supplemental thereto. 

"Lease/Purchase Agreement" means that certain Lease/Purchase Agreement, dated as of 
the date hereof, by and between the City and the Modesto Public Financing Authority. 

"Master Agreement" shall have the meaning ascribed to such term in the Recitals hereto. 

"Maximum Annual Debt Service" means, as of the date of any calculation, the largest 
Annual Debt Service during the current or any future twelve month period. For purposes of such 
calculation, there shall be excluded the principal of and interest on any obligations of the Agency 
to the extent the proceeds thereof are then deposited in an escrow fund are held in cash or 
Federal Securities and may not be released therefrom until the obligations have fully defeased. 

"Parity Obligations" means obligations of the Agency which are secured by Tax Revenues 
on a parity with its obligations hereunder, which are otherwise incurred in accordance with 
Section 3 .4  hereof. 

"Plan Limit" means the limitation contained in the Redevelopment Plan on the number 
of dollars of taxes which may be divided and allocated to the Agency pursuant to the 
Redevelopment Plan, as such limitation is prescribed by Section 33333.2 of the Law. 

"Proiect" means the Project described in the Recitals hereto. 

"Proiect Area" means the Downtown Redevelopment Project Area as more particularly 
described in the Redevelopment Plan. 

"Redevelopment Plan" means the Redevelopment Plan adopted by the City Council on 
July 12, 1983, by Ordinance No. 2203--C.S., as amended by Ordinance No. 2269--C.S. on June 
19, 1984, as further amended by Ordinance No. 2793 on November 5,  1991, as the may be 
amended from time to time. 

"State" means the State of California. 



"Tax Revenues" means, except as provided below, moneys allocated within the Plan Limit 
and available to the Agency, and which are derived from (a) that portion of taxes levied upon 
assessable property within the Project Area allocated to the Agency pursuant to Article 6 of 
Chapter 6 of the Law and Section 16 of Article XVI of the Constitution of the State, or pursuant 
to other applicable State laws, and (b) reimbursements, subventions, including payments made 
by the State with respect to any property taxes that would otherwise be due on real or personal 
property but for an exemption of such property from such taxes; but excluding all amounts of 
such taxes (if any) required to be deposited into the Low and Moderate Income Housing Fund 
of the Agency pursuant to Section 33334.3 of the Law, and amounts payable by the State to the 
Agency under and pursuant to Chapter 1.5 of Part 1 of Division 4 of Title 2 (commencing with 
Section 161 10) of the California Government Tax Code. 

SECTION 1.2 Exhibits. The following Exhibits are attached to, and by reference 
made a part of, this Agreement: 

Exhibit A: General Description of the Agency Improvements. 

Exhibit B: Semiannual Agency Payments. 

Exhibit C. Addresses for Notices. 

ARTICLE 11 
, 

REPRESENTATIONS, COVENANTS AND WARRANTIES 

SECTION 2.1 Representations. Covenants and Warranties of the City. The City 
represents, covenants and warrants to the Agency as follows: 

(a) Due Organization and Existence. The City is a charter city and municipal 
corporation, duly organized and existing under the Constitution and laws of the State. 

(b) Authorization: Enforceability. The City is authorized under its Charter and 
the Constitution and laws of the State to enter into this Agreement and to enter into the 
transactions contemplated by and to carry out its obligations hereunder, and the City has 
duly authorized and executed this Agreement. This Agreement constitutes the legal, valid 
and binding obligation of the City enforceable in accordance with its terms, except to the 
extent limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar 
laws or equitable principles affecting the rights of creditors generally. 

(c) No Conflicts or Default; No Liens or Encumbrances. Neither the execution 
and delivery of this Agreement nor the fulfillment of or compliance with the terms and 
conditions hereof or thereof, nor the consummation of the transactions contemplated 
hereby or thereby, conflicts with or results in a breach of the terms, conditions or 
provisions of any restriction or any agreement or instrument to which the City is now a 
party or by which the City is bound, or constitutes a default under any of the foregoing, 



or results in the creation or imposition of any lien, charge or encumbrance whatsoever 
upon any of the property or assets of the City. 

(d) No Default. The City is not in default under any provisions of the laws 
of the State which would adversely affect its existence or its powers referred to in 
subsection (b) of this Section 2.1. 

(e) No Litigation. There is no action, suit, proceeding, inquiry or investigation, 
at law or in equity, before or by any court, governmental agency, public board or body, 
pending or, to the best of its knowledge, threatened against the City in any way contesting 
or affecting the validity or enforceability of this Agreement or contesting the powers of 
the City to execute and deliver this Agreement or to consummate the transactions 
contemplated hereby or thereby. 

SECTION 2.2 Representations, Covenants and Warranties of the Agency. The Agency 
represents, covenants and warrants to the City as follows: 

(a) Due Organization and Existence. The Agency is a public body organized 
and existing under and by virtue of the laws of the State, is authorized under the 
Constitution and laws of the State to enter into this Agreement and to enter into the 
transactions contemplated by and to carry out its obligations hereunder, and the Agency 
has duly authorized the execution and delivery of this Agreement and such Agreement 
constitutes the legal, valid and binding obligation of the Agency, enforceable against the 
Agency in accordance with its terms, except to the extent limited by applicable 
bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable principles 
affecting the rights of creditors generally. 

(b) No Conflicts or Default: No Liens or Encumbrances. Neither the execution 
and delivery of this Agreement nor the fulfillment of or compliance with the terms and 
conditions hereof or thereof, nor the consummation of the transactions contemplated 
hereby or thereby, conflicts with or results in a breach of the terms, conditions or 
provisions of any restriction or any agreement or instrument to which the Agency is now 
a party or by which the Agency is bound, or constitutes a default under any of the 
foregoing, or results in the creation or imposition of any lien, charge or encumbrance 
whatsoever upon any of the property or assets of the Agency. 

(c) No Assignment. Except as provided herein, the Agency will not assign this 
Agreement, or its duties and obligations hereunder to any other person, firm or 
corporation so as to impair or violate the representations, covenants and warranties 
contained in this Section 2.2. 

(d) No Litigation. There is no action, suit, proceeding, inquiry or investigation, 
at law or in equity, before or by any court, governmental agency, public board or body, 
pending or, to the best of its knowledge, threatened against the Agency in any way 
contesting or affecting the validity or enforceability of this Agreement or contesting the 



powers of the Agency to execute and deliver this Agreement or to consummate the 
transactions contemplated hereby or thereby. 

ARTICLE I11 

AGREEMENTS 

SECTION 3.1 Payments by the Agency. In consideration of the City entering to the 
Lease Purchase Agreement and the acquisition and construction by the Financing Agency of the 
Agency Improvements as set forth in Section 3.2 hereof, the Agency covenants and agrees that 
for each fiscal year, commencing with fiscal year 1999-2000, continuing until the earlier of 
(i) March 1,2036, as such date may be extended to a date not later than March 1,2046 or (ii) the 
last date during which the Agency receives Tax Revenues, it shall pay on each March 1, and 
September 1, to the City or its assigns, but solely from Tax Revenues the amounts shown in 
Exhibit B hereto. The Agency Payments shall be paid directly to Harris Trust Company of 
California, in its capacity as trustee (the "Trustee") under that certain Trust Indenture, dated the 
date hereof, by and between the Modesto Public Financing Authority and the Trustee. The 
obligation of the Agency to make Agency Payments hereunder shall be absolute and 
unconditional, free of any deductions, diminutions or set-offs whatsoever. 

SECTION 3.2 Construction of Anencv Improvements. The City agrees to cause the 
Financing Agency to undertake the construction, acquisition andlor installation of any of the 
Agency Improvements as contemplated by the Master Agreement. 

SECTION 3.3 Pledge of Tax Revenues. The Agency hereby pledges to an grants a 
security interest in Tax Revenues as security for its obligations to the City hereunder. The 
payments by the Agency from Tax Revenues as required hereunder shall be absolute and 
unconditional, free of any deductions, diminutions or set-offs whatsoever. 

SECTION 3.4 Additional Agencv Obligations Payable from Tax Revenues. Except 
as provided in this Section 3.4, the Agency hereby covenants and agrees that it shall not issue 
any bonds, notes or other obligations, enter into any agreements or otherwise incur any 
indebtedness which is in any case secured by a lien on Tax Revenues which is superior to or on 
a parity with the lien established hereunder. Notwithstanding the foregoing, the Agency may 
issue or incur obligations payable from Tax Revenues on a parity with its obligations hereunder 
("Parity Obligations") in such principal amount as shall be determined by the Agency, provided, 
the Tax Revenues for the then current Fiscal Ye'ar, (i) calculated using a tax rate of one percent 
(,I%), (ii) based on assessed valuation of property in the Project Area as evidenced in a written 
certificate of the Agency, but (iii) excluding any reimbursements, subventions or other payment 
made by the State with respect to exempt property taxes, shall be at least equal to one hundred 
twenty-five percent (125%) of Maximum Annual Debt Service on all Parity Obligations of the 
,Igency (including the obligations of the Agency hereunder) which will be outstanding following 
the execution of such agreement or the issuance of such obligations. 



SECTION 3.5 Indebtedness of Agency. The obligations of the Agency under this 
Agreement shall constitute an indebtedness of the Agency within the meaning of Section 33670 
et seq. of the Law. 

SECTION 3.6 Additional Agency Obligation under Master Agreement. In 
consideration of the construction of the Agency Improvements as set forth in Section 3.2 above, 
the Agency hereby acknowledges in accordance with Section 3.4.6 of the Master Agreement that 
it shall cause to be delivered to the Financing Agency title to the Site upon which the City- 
County Administration will be constructed by no later than December 1, 1999. 

SECTION 3.7 Review of Redevelopment Plan. The Agency hereby covenants to 
review annually the total amount of Tax Revenue available to be received by the Agency as set 
forth in the Redevelopment Plan, such amount being $856,000,000. The Agency hereby 
covenants not to accept any Tax Revenues in excess of the limitation set forth in the 
Redevelopment Plan. In furtherance of the foregoing, the Agency hereby agrees that if at any 
time the aggregate amount of debt service remaining to be paid on its obligations hereunder and 
all outstanding indebtedness, including any Parity Obligations or any Subordinate Obligations, 
equals or exceeds ninety-five percent (95%) of the aggregate amount of Tax Revenues which the 
Agency is permitted to receive under its Plan Limit, the Agency shall (i) deposit all Tax 
Revenues thereafter received with the Trustee and to be applied solely for the payment of its 
obligations hereunder and all other outstanding indebtedness, including any Parity Obligations and 
Subordinate Obligations. 

SECTION 3.8 Subordination of Tax Sharing Agreements. The parties hereto 
acknowledge that the repayment obligations of the Agency hereunder are subject to the obligation 
of the Agency to make payments under the tax sharing agreements (the "Tax Sharing 
Agreements") with the County of Stanislaus, the County Office of Education, the Yosemite 
County College District, the Modesto Elementary School District and the Modesto High School 
district (collectively, the "Tax Sharing Agencies"). The Agency hereby covenants to use its best 
efforts to cause the Taxing Agencies to subordinate their rights to payment under the Sharing 
Agreements to the obligations of the Agency hereunder; provided, however, failure of the Agency 
to obtain such subordination shall not be a breech of the terms of this Agreement. 

ARTICLE IV 

SECTION 4.1 Notices. All notices, certificates or other communications hereunder 
shall be sufficiently given and shall be deemed to have been received 48 hours after deposit in 
the United States mail in registered or certified form with postage fully prepaid when sent to the 
addresses shown on Exhibit C hereto. 

The Agency and the City, by notice given hereunder, may designate different addresses 
ro which subsequent notices, certificates or other communications will be sent. 



SECTION 4.2 Binding: Effect. This Agreement shall inure to the benefit of and shall 
be binding upon the Agency and the City and their respective successors and assigns, and the 
Trustee shall be deemed a third party beneficiary of this Agreement. 

SECTION 4.3 Severabilitv. In the event any provision of this Agreement shall be held 
invalid or unenforceable by any court of competent jurisdiction, such holding shall not invalidate 
or render unenforceable any other provision hereof. 

SECTION 4.4 Amendments, Changes and Modifications. This Agreement may be 
amended or any of its terms modified with the written consent of the City and the Agency; 
provided, that no such amendment shall reduce the amount payable by the Agency under the 
terms of this Agreement. 

SECTION 4.5 Further Assurances and Corrective Instruments. The Agency and the 
City agree that they will, from time to time, execute, acknowledge and deliver, or cause to be 
executed, acknowledged and delivered, such supplements hereto and such further instruments as 
may reasonably be required for carrying out the expressed intention of this Agreement. 

SECTION 4.6 Execution in Counterparts. This Agreement may be executed in several 
counterparts, each of which shall be an original and all of which shall constitute but one and the 
same instrument. 

SECTION 4.7 A~plicable Law. This Agreement shall be governed by and construed 
in accordance with the laws of the State of California. 

SECTION 4.8 Captions. The captions or headings in this Agreement are for 
convenience only and in no way define, limit or describe the scope or intent of any provisions 
or Section of this Agreement. 



IN WITNESS WHEREOF, the Agency has caused this Agreement to be executed in its 
name by its duly authorized representative; and the City has caused this Agreement to be 
executed in its name by its duly authorized officer, all as of the Dated Date. 

CITY OF MODEST 2 7  

By: 2 
APPROVED AS TO FORM: 

Interim Finance Directo d 
City Attorney 

REDEVELOPMENT AGENCY OF THE 
CITY OF MODEST0 

By: 0 
~ x e c u t i y  Director of the Redevelopment 

Agency of the City of Modesto 



EXHIBIT A 

AGENCY IMPROVEMENTS 

A Public Parking Garage to be located at the corner of 1 lth and K streets and containing 
approximately 700 spaces. The Garage will serve the parking needs of all uses within the 
Project, both public and private. The parking facility will be five stories, four of which will be 
above grade. 

Other Agency Improvements include the construction of a retail shell in the City-County 
Building, the retail pad which will be located adjacent to the Parking Garage and the Agency's 
share of improvements to the Public Plaza and reconstruction of certain improvements to 10th 
Street. 



EXHIBIT B 

SEMIANNUAL AGENCY PAYMENTS 
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EXHIBIT C 

ADDRESSES FOR NOTICES 

If to the City: City of Modesto 
1012 "I" Street, 2nd Floor 
Modesto, California 95353 
Attention: Interim Director of Finance 

If to the Agency: Redevelopment Agency of the City of Modesto 
801 1 1 th Street 
P.O. Box 642 
Modesto, California 95353 
Attention: Executive Director 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING LEASE AGREEMENT 
AND FACILITIES LEASES 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Commission of 
the Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority 
organized under the laws of the State of California, and that as such I am authorized to execute 
this Certificate on behalf of the Authority. 

I hereby further certify that there is attached hereto full, true and correct copies of 
the following documents: 

1. Master Agreement, approved July 22, 1997, (the "Master Agreement") among the County 
of Stanislaus, the City of Modesto, the City-County Capital Improvements and Financing 
Joint Powers Agency, and the Redevelopment Agency of the City of Modesto. 

2. Reimbursement Agreement, dated as of March 1, 1998, (the "Reimbursement Agreement") 
by and between the City of Modesto and the Redevelopment Agency of the City of 
Modesto. 

3. Lease Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to Lease 
Agreement, dated June 15, 2000, Amendment No. 2 to Lease Agreement, dated 
October 15, 2002 and Amendment No. 3 to Lease Agreement, dated April 18, 2007 (as so 
amended, the "1 998 Lease"), each by and between the Authority and the City. 

4. Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public 
Properties), dated as of March 1, 1998, as amended by Amendment No. 1 to Site Lease, 
dated October 15, 2002 and Amendment No. 2 to Site Lease, dated April 18, 2008 (as so 
amended, the "Miscellaneous Site Lease"), each by and between the Authority and the 
City. 

5. Site Lease (Parking Garage), dated as of March 1, 1998, as amended by Amendment No. 1 
to Site Lease, dated June 15,2000 (as so amended, the "Parking Garage Site Lease"), each 
by and between the Authority and the Redevelopment Agency of the City of Modesto. 

6. Facilities Lease (Communications Dispatch Center), dated as of March 1, 1998 (the 
"Dispatch Lease") by and between the Authority and the City. 

7. Facilities Lease (City-County Administration Building), dated as of March 1, 1998 (the 
"Administration Building Lease") by and between the Authority and the City-County 
Capital Improvements and Financing Agency. 

8. Facility Lease, dated as of April 1,2007, by and between the Authority and the City. 



9. Sublease, dated as of April 1,2007, by and between the Authority and the City. 

I hereby further certify that the Master Agreement, Reimbursement Agreement, 
1998 Lease, the Miscellaneous Site Lease, the Parking Garage Site Lease, the Dispatch Lease, 
the Administration Building Lease, the Facility Lease and the Sublease have not been amended, 
rescinded or modified, and are now in full force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



IN WITNESS WHEREOF, I have hereunto set my hand as of the date set forth herein. 

Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

By : 
/ Stephanie Lopez 

Secretary 
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FACILITY LEASE 

by and between 

MODEST0 PUBLIC FINANCING AUTHORITY 

and the 

CITY OF MODEST0 

Dated as of April 1,2007 

THIS TRANSACTION IS EXEMPT FROM FILING FEES PURSUANT TO CALIFORNIA GOVERNMENT CODE SECTION 6103 AND 
TRANSFER TAXES PURSUANT TO CALIFORNIA REVENUE AND TAXATION CODE SECTION 1 1928 
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FACILITY LEASE 

THIS FACILITY LEASE, dated as of April 1, 2007, by and between MODEST0 
PUBLIC FINANCING AUTHORITY (the "Authority"), a joint exercise powers authority duly 
organized and existing under and by virtue of the laws of the State of California, as lessor, and 
the CITY OF MODEST0 (the "City"), a charter city and municipal corporation duly organized 
and existing under the laws of the State of California, as lessee; 

WITNESSETH: 

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

WHEREAS, the 1998 Bonds were issued pursuant to a trust indenture, dated as of March 
1, 1998 (the "1998 Indenture") by and between the Authority and The Bank of New York Trust 
Company, N.A., as successor trustee thereunder (the "1998 Trustee"); 

WHEREAS, the City has determined to refund all of the 1997 Bonds and a portion of the 
1998 Bonds and to finance certain additional improvements to John Thurman Field, as set forth 
in Exhibit C hereto, as the same may be changed from time to time (the "2007 Project"); 

WHEREAS, the Authority intends to assist the City in financing the 2007 Project by 
issuing the Modesto Public Financing Authority Lease Revenue Refunding and Capital 
Improvement Bonds, Series 2007 (the "Series 2007 Bonds") pursuant to a bond indenture, dated 
as of April 1, 2007 (the "Indenture"), by and between the Authority and The Bank of New York 
Trust Company, N.A. (the "Trustee"), as trustee; 

WHEREAS, the Authority previously leased certain properties to the City pursuant to a 
Leasepurchase Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to 
Lease/Purchase Agreement, dated June 15, 2000 and Amendment No. 2 to Leasepurchase 
Agreement, dated October 15, 2002 (as so amended, the "1998 Lease") under which the City is 
obligated to make lease payments for the lease of properties thereunder (the "Leased Property"); 

WHEREAS, pursuant to Section 7.2 of the 1998 Lease, the City may sublease the Leased 
Property or any portions thereof, as provided in the 1998 Lease; 

WHEREAS, in consideration of the Authority's assistance in financing the 2007 Project 
through the issuance of the Series 2007 Bonds and in consideration of the corresponding 
reduction in lease payments payable by the City under the 1998 Lease as a result of the partial 
refunding of the 1998 Bonds, the City will sublease to the Authority, pursuant to a sublease, 
dated as of April 1, 2007 (the "Sublease") by and between the City and the Authority and in 
accordance with the terms of the 1998 Lease, the Leased Property, as more hlly described in 
Exhibit A hereto; 

WHEREAS, the Authority will lease back to the City the Leased Property pursuant to the 
terms of this Facility Lease and the City will be obligated to make base rental payments to the 



Authority for the lease of the Leased Property and such other facilities as may from time to time 
be leased hereunder; 

WHEREAS, pursuant to the terms of the 1998 Lease, the obligation of the City to make 
lease payments under the 1998 Lease (as reduced to reflect the partial refunding of the 1998 
Bonds) will remain the obligations of the City and no portion of the Leased Property subleased 
to the Authority pursuant to the Sublease will be used for a purpose other than a governmental 
function authorized under the provisions of the Constitution and laws of the State of California; 

WHEREAS, the fair rental value of the Leased Property will be sufficient to support the 
aggregate annual lease payments payable by the City under the 1998 Lease and under this 
Facility Lease; 

WHEREAS, all acts, conditions and things required by law to exist, to have happened 
and to have been performed precedent to and in connection with the execution and entering into 
of this Facility Lease do exist, have happened and have been performed in regular and due time, 
form and manner as required by law, and the parties hereto are now duly authorized to execute 
and enter into this Facility Lease; 

NOW, THEREFORE, in consideration of the mutual covenants herein, the parties hereto 
agree as follows: 

ARTICLE I 

DEFINITIONS 

Section 1.01. Definitions. 

Unless the context otherwise requires, the terms defined in this Section shall, for all 
purposes of this Facility Lease, have the meanings herein specified, which meanings shall be 
equally applicable to both the singular and plural forms of any of the terms herein defined. 
Capitalized terms not otherwise defined herein shall have the meanings assigned to such terms in 
the Indenture. 

Additional Payments 

The term "Additional Payments" means all amounts payable to the Authority or the 
Trustee or any other person from the City as Additional Payments pursuant to Section 3.02 
hereof. 

Authority 

The term "Authority" means (i) Modesto Public Financing Authority, acting as lessor 
hereunder; (ii) any surviving, resulting or transferee entity; and (iii) except where the context 
requires otherwise, any assignee of the Authority. 



Base Rental Payments 

The term "Base Rental Payments" means all amounts payable to the Authority from the 
City as Base Rental Payments pursuant to Section 3.01 hereof. 

Base Rental Payment Schedule 

The term "Base Rental Payment Schedule" means the schedule of Base Rental Payments 
payable to the Authority from the City pursuant to Section 3.01 hereof and attached hereto as 
Exhibit B, as it may from time to time be supplemented, modified or amended pursuant Section 
10.06 hereof. 

The term "City" means the City of Modesto, California, a charter city and municipal 
corporation duly organized and existing under the laws of the State of California. 

City-CounW Administration Building 

The term "City-County Administration Building" means the one-half interest in the City- 
County Administration Building constituting a Leased Unit of the Leased Property, as more fully 
described in Exhibit A hereto. 

Communication Dispatch Center 

The term "Communication Dispatch Center" means the communication dispatch center 
constituting a Leased Unit of the Leased Property, as more hl ly  described in Exhibit A hereto. 

Deferred Rental 

The term "Deferred Rental" shall have the meaning specified in Section 3.04 hereof. 

Event of Default 

The term "Event of Default" shall have the meaning specified in Section 6.01 hereof. 

Facility Lease 

The term "Facility Lease" means this Facility Lease, as originally executed and recorded 
or as it may from time to time be supplemented, modified or amended pursuant to the provisions 
hereof and of the Indenture. 

Indenture 

The term "Indenture" means the bond indenture, dated as of April 1, 2007, by and among 
the Trustee and the Authority and acknowledged by the City, pursuant to which the Trustee will 
execute and deliver the Series 2007 Bonds, as originally executed or as it may from time to time 
be supplemented, modified or amended by a Supplemental Indenture entered into pursuant to the 
provisions of the Indenture. 



Leased Unit(s) 

The term "Leased Unit(s)" means (i) the Public Parking Garage, (ii) the City-County 
Administration Building, (iii) the Police Headquarters, (iv) the Communication Dispatch Center, 
and (v) Miscellaneous Properties, all as more fully set forth and described in Exhibit A hereto, 
together with any additional real property added or substituted thereto by any supplement or 
amendment hereto, as provided in Section 2.04 hereof. 

Leased Property 

The term "Leased Property" means, collectively, all of the Leased Units, each situated in 
the City of Modesto, State of California, described in Exhibit A attached hereto and made a part 
hereof, together with any additional real property added or substituted thereto by any supplement 
or amendment hereto, as provided in Section 2.04 hereof. 

Maximum Annual Base Rental Payments 

The term "Maximum Annual Base Rental Payments" means the maximum annual 
amounts (exclusive of Deferred Rental) payable to the Authority from the City as Base Rental 
Payments, as specified in Exhibit B hereto. 

Miscellaneous Properties 

The term "Miscellaneous Properties" means the miscellaneous properties, collectively 
constituting a Leased Unit of the Leased Property, as more fully described in Exhibit A hereto. 

1998 Lease 

The term "1 998 Lease" means the Leasepurchase Agreement, dated as of March 1, 1998, 
as amended by Amendment No. 1 to LeaserPurchase Agreement, dated June 15, 2000 and 
Amendment No. 2 to Leasepurchase Agreement, dated October 15, 2002, each by and between 
the City and the Authority. 

Police Headquarters 

The term "Police Headquarters" means the police headquarters building constituting a 
Leased Unit of the Leased Property, as more fully described in Exhibit A hereto. 

Public Parking Garage 

The term "Public Parking Garage" means the public parking garage constituting a Leased 
Unit of the Leased Property, as more hlly described in Exhibit A hereto. 

Related Obligations 

The term "Related Obligations" means the obligations of the Authority under any hedge 
agreement (including without limitation, any Swap), credit agreement, liquidity agreement or 



similar agreement or, State vehicle license intercept program, or tax increment reimbursement 
agreement, entered into in connection with or related to the Bonds or a series thereof. 

Rental Payment Period 

The term "Rental Payment Period" means the twelve month period commencing 
August 15 of each year and ending the following August 14, and the initial period commencing 
on the effective date hereof and ending the following August 14, 2007. 

Series 2007 Bonds 

The term "Series 2007 Bonds" means the Bonds designated "Modesto Public Financing 
Authority Lease Revenue Refunding and Capital Improvement Bonds, Series 2007" issued by 
the Authority under and pursuant to Section 2.01 of the Indenture. 

Sublease 

The term "Sublease" means the sublease, dated April 1, 2007, by and between the City 
and the Authority. 

2007 Project 

The term "2007 Project" means the rehnding of all of the 1997 Bonds and a portion of 
the 1998 Bonds and the financing of certain improvements to John Thurman Field, and payment 
of any costs associated with financing of said projects, as set forth in Exhibit C hereto, as the 
same may be amended from time to time as provided herein. 

ARTICLE I1 

LEASE OF LEASED PROPERTY AND PROJECT; 
TERM; REMOVAL OR SUBSTITUTION 

Section 2.01. Lease of Leased Property. The Authority hereby subleases to the City and 
the City hereby subleases from the Authority the Leased Property, subject, however, to all 
easements, encumbrances, and restrictions that exist at the time of the commencement of the 
term of this Facility Lease. The Leased Property shall consist of the real properties described in 
Exhibit A, as the same may be amended from time to time, pursuant to Section 2.04 herein. 

Section 2.02. Term; Occupancy. The term of this Facility Lease shall commence on the 
date of recordation of this Facility Lease in the office of the County Recorder of Stanislaus 
County, State of California, or on April 18, 2007, whichever is earlier, and shall end on . 
September 1, 2033, unless such term is extended or sooner terminated as hereinafter provided. If 
on such termination date, the Series of Bonds corresponding to the Base Rental Payments 
attributable to the Leased Property, or if applicable, the related Leased Unit, and all other 
amounts then due hereunder with respect to such Leased Property or Leased Unit (as the case 
may be), including any Reserve Facility Costs and amounts due under any Related Obligations, 
shall not be fully paid, or if the rental payable hereunder with respect to such Leased Property or 



Leased Unit (as the case may be) shall have been abated at any time and for any reason, then the 
term of this Facility Lease with respect to such Leased Property or Leased Unit (as the case may 
be) shall be extended until all Bonds and Related Obligations of such Series corresponding to the 
Base Rental Payments attributable to such Leased Property or Leased Unit (as the case may be) 
and all other amounts then due hereunder with respect to such Leased Property or Leased Unit 
(as the case may be), including any Reserve Facility Costs and amounts due under any Related 
Obligations, shall be fully paid, except that the term of this Facility Lease as to such Leased 
Property or Leased Unit (as the case may be) shall in no event be extended beyond ten (10) years 
after such date. If prior to such date, all Bonds of a Series corresponding to the Base Rental 
Payments attributable to the Leased Property, or if applicable, the related Leased Unit and all 
other amounts then due hereunder with respect to such Leased Property or Leased Unit (as the 
case may be), including any Reserve Facility Costs and amounts due under any Related 
Obligations, shall be fully paid, or provision therefor made, the term of this Facility Lease with 
respect to such Leased Property or Leased Unit (as the case may be) shall end ten (10) days 
thereafter or upon written notice by the City to the Authority, whichever is earlier. 

Section 2.03. JReserved.1 

Section 2.04. Removal or Substitution of Leased Property. Pursuant to Section 6.08 of 
the Indenture, the City may remove or substitute real property as part of the Leased Property for 
purposes of the Facility Lease, but only after the City shall have filed with the Authority and the 
Trustee, with copies to each rating agency then providing a rating for the Bonds, all of the 
following: 

(a) Executed copies of the Facility Lease or amendments thereto containing 
the amended description of the Leased Property, including the legal description of the 
Leased Property as modified if necessary; 

(b) A Certificate of the City with copies of the Facility Lease or a site lease, if 
needed, or amendments thereto containing the amended description of the Leased 
Property stating that such documents have been duly recorded in the official records of 
the County Recorder of Stanislaus County, State of California; 

(c) A Certificate of the City evidencing that the annual fair rental value of the 
Leased Property which will constitute the Leased Property after such removal or 
substitution will be at least equal to 100% of the maximum amount of Base Rental 
Payments for (i) the 1998 Bonds and (ii) all Series of Bonds becoming due in the then 
current year ending August 14 through and including each year during which any Series 
of Bonds would be Outstanding or in any subsequent year ending August 15 through and 
including each year during which any Series of Bonds would be Outstanding; 

(d) A Certificate of the City stating that, based upon review of such 
instruments, certificates or any other matters described in such Certificate of the City, the 
City has good merchantable title to the Leased Property which will constitute the Leased 
Property after such substitution. The term "good merchantable title" shall mean such title 
as is satisfactory and sufficient for the needs and operations of the City; 



(e) A Certificate of the City stating that such removal or substitution does not 
adversely affect the City's use and occupancy of the Leased Property; 

(0 An Opinion of Counsel (as such term is defined in the Indenture) stating 
that such amendment or modification (i) is authorized or permitted by the Constitution 
and laws of the State and the Indenture; (ii) complies with the terms of the Constitution 
and laws of the State and of this Indenture; (iii) will, upon the execution and delivery 
thereof, be valid and binding upon the Authority and the City; and (iv) will not cause the 
interest on the Bonds to be included in gross income for federal income tax purposes; and 

(g) A Certificate of the City stating that all conditions to the release or 
substitution of such property under the 1998 Lease have been satisfied. 

Section 2.05. Subordination to the 1998 Lease. Notwithstanding any provisions of this 
Facility Lease to the contrary, this Facility Lease and the rights granted to the City hereunder are 
subordinate to the right of the City and the 1998 Trustee under the 1998 Lease, the 1998 
Indenture and the rights granted thereunder. 

ARTICLE 111 

RENTAL PAYMENTS; USE OF PROCEEDS 

Section 3.01. Base Rental Payments. The City agrees to pay to the Authority, as Base 
Rental Payments for the use and occupancy of each Leased Unit of the Leased Property (subject 
to the provisions of Sections 3.04, 3.06 and 7.01 of this Facility Lease) annual rental payments, 
in accordance with the Base Rental Payment Schedule attached hereto as Exhibit B and made a 
part hereof. Base Rental Payments shall be calculated on an annual basis, for the twelve-month 
periods commencing on August 15 and ending on August 14, except that the first Rental 
Payment Period shall commence on the date of recordation of this Facility Lease or a 
memorandum thereof in the office of the County Recorder of the County of Stanislaus, State of 
California and shall end on August 14, 2007. Base Rental Payments for the two Rental Payment 
Periods ending August 14, 2007 and August 14,2008, respectively, shall be made in semi-annual 
installments, on August 14, 2007, February 14, 2008 and August 14, 2008. Thereafter, Base 
Rental Payments shall be made in twelve (12) monthly installments, payable on the fifteenth 
(1 5th) day of each calendar month (each, together with the prior referenced semi-annual payment 
dates a "Base Rental Payment Date"). Base Rental Payments for each annual period shall be 
based upon the Estimated Based Rental Payments as set forth in the Base Rental Payment 
Schedule in Exhibit B, provided that in the event that the amount required by the Authority to 
pay the principal of and interest on the Bonds and any Related Obligations varies from such Base 
Rental Payment Schedule, the City shall be obligated to increase the payment in any Rental 
Payment Period to an amount equal to the Maximum Annual Base Rental Payment payable in 
such period as set forth in Exhibit By plus any Deferred Rental as described in Section 3.04 
below; and provided further that to the extent the Authority has received revenues available to 
pay debt service on the Bonds and any amounts due with respect to the Related Obligations and 
the Authority has deposited such revenues with the Trustee by the business day preceding the 



fifteenth (15th) day of any month in which a Base Rental Payment is due, the City shall receive a 
credit to the extent of such revenues on the installment of the Base Rental Payment for said 
month. 

Each Base Rental Payment shall be for the use of the Leased Property for the twelve (12) 
month period commencing on August 15 of the period in which such installments are payable. 

For the purpose of calculating the amount of Base Rental Payments relating to additional 
Series of Bonds and Related Obligations bearing interest at a variable rate, the Authority shall 
assume an interest rate of twelve percent (12%) per annum or such lower rate as shall be agreed 
to by the City and Authority and evidenced in a schedule attached hereto. If a Series of Bonds 
are in the Fixed Rate Mode or are converted to the Fixed Rate Mode, the Base Rental Payments 
may be made on a semiannual basis pursuant to a schedule prepared by the Authority and agreed 
to by the City. 

Each annual payment of Base Rental Payments (to be payable in installments as 
aforesaid) shall be for the use of the Leased Property. 

If the term of this Facility Lease shall have been extended pursuant to Section 2.02 
hereof, Base Rental Payment installments shall continue to be due on the fifteenth (15th) day of 
each calendar month in each year, and payable prior thereto as hereinabove described, continuing 
to and including the date of termination of this Facility Lease. Upon such extension of this 
Facility Lease, the City shall deliver to the Trustee a Certificate setting forth the extended rental 
payment schedule, which schedule shall establish the Base Rental Payments at Maximum 
Annual Base Rental Payment or such lesser amount sufficient to pay all unpaid principal and 
interest on the Bonds and Related Obligations plus interest and to pay any Reserve Facility 
Costs. 

The City and the Authority hereby agree that on each day on which Base Rental 
Payments are payable during the term of the lease of the Leased Property, there shall be applied 
as a credit against the Base Rental Payments payable on such date for the Leased Property the 
amounts by which such Base Rental Payments for the Leased Property when added to the funds 
held pursuant to the Indenture (other than the Reserve Fund) and available to pay debt service on 
the Bonds and any Related Obligations exceeds such payment obligations due and payable on or 
before the fifteenth day of the immediately succeeding month. 

Section 3.02. Additional Payments. The City shall also pay such amounts (herein called 
the "Additional Payments") as shall be required by the Authority for the payment of all costs and 
expenses incurred by the Authority in connection with the execution, performance or 
enforcement of this Facility Lease or any pledge of Base Rental Payments payable hereunder, the 
Indenture, the Reserve Facility, its interest and the lease of the Leased Property to the City, 
including but not limited to payment of all fees, costs and expenses and all administrative costs 
of the Authority related to the Bonds, the Related Obligations, the Leased Property and the 
Project, including, without limiting the generality of the foregoing, salaries and wages of 
employees, all expenses, compensation and indemnification of the Trustee payable by the 
Authority under the Indenture, fees of auditors, accountants, auction agents, broker-dealers or 
attorneys, and fees and expenses payable to any bond insurer, and all other necessary 



administrative costs of the Authority or charges required to be paid by it in order to maintain its 
existence or to comply with the terms of the Bonds or of the Indenture; but not including in 
Additional Payments amounts required to pay the principal of or interest on the Bonds or the 
portion of the Reserve Facility Costs related thereto or payments on Related Obligations or the 
payment of any Regular Swap Payments or Extraordinary Swap Payments. 

Such Additional Payments shall be billed to the City by the Authority or the Trustee from 
time to time, together with a statement certifying that the amount billed has been paid by the 
Authority or by the Trustee on behalf of the Authority, for one or more of the items above 
described, or that such amount is then payable by the Authority or the Trustee for such items. 
Amounts so billed shall be paid by the City to the billing party within 30 days after receipt of the 
bill by the City. The City reserves the right to audit billings for Additional Payments although 
exercise of such right shall in no way affect the duty of the City to make full and timely payment 
for all Additional Payments. 

The Authority has issued and may in the future issue bonds and has entered into and may 
in the future enter into leases to finance facilities other than the Leased Property and the Project. 
The administrative costs of the Authority shall be allocated among said facilities and the Leased 
Property, as hereinafter in this paragraph provided. The fees of the Trustee under the Indenture, 
and any other expenses directly attributable to the Leased Property shall be included in the 
Additional Payments payable hereunder. The fees of any trustee or paying agent under any 
indenture securing any additional Series of Bonds of the Authority, and any other expenses 
directly attributable to any facilities other than the Leased Property, shall not be included in the 
administrative costs of the Leased Property and shall not be paid from the Additional Payments 
payable hereunder. Any expenses of the Authority not directly attributable to any particular 
leased property or project of the Authority shall be equitably allocated among all such leased 
property or projects, including the Project, in accordance with sound accounting practice. In the 
event of any question or dispute as to such allocation, the written opinion of an independent firm 
of certified public accountants, employed by the Authority to consider the question and render an 
opinion thereon, shall be a final and conclusive determination as to such allocation. The Trustee 
may conclusively rely upon the Written Request of the Authority, with the approval of a duly 
authorized representative of the City, endorsed thereon, in making any determination that costs 
are payable as Additional Payments hereunder, and shall not be required to make any 
investigation as to whether or not the items so requested to be paid are expenses of operation of 
the Leased Property. 

Section 3.03. Fair Rental Value. The payment of up to the Maximum Annual Base 
Rental Payments (as shown on Exhibit B) and Additional Payments, together with the lease 
payments made under the 1998 Lease, for each rental period during the term of this Facility 
Lease shall constitute the total rental for said rental period and shall be paid by the City in each 
Rental Payment Period for and in consideration of the right of use and occupancy of, and 
continued quiet use and enjoyment of, the Leased Property during each such period for which 
said rental is to be paid. The parties hereto have agreed and determined that such total rental 
payable for each Rental Payment Period represents the fair rental value of the Leased Property 
for each such period. In making such determination, consideration has been given to the 
appraised value of the Leased Property, costs of acquisition, demolition, site preparation, design, 
construction and financing of the Leased Property, other obligations of the parties under this 



Facility Lease, the uses and purposes which may be served by the Leased Property and the 
benefits therefrom which will accrue to the City and the general public. 

Section 3.04. Payment Provisions; Deferred Rental. At the request of the City, the 
Authority is issuing the Series 2007 Bonds as variable rate bonds, and entering into an interest 
rate swap transaction in an effort to provide a lower cost to the City for the lease of the Leased 
Property. It is contemplated by the parties hereto that the amount of Base Rental Payments to be 
payable by the City to the Authority during each Rental Payment Period will be equal to the 
Estimated Base Rental Payments shown in Exhibit B. In the event that the amount needed in 
such Rental Payment Period by the Authority to pay the principal of and interest on the Bonds 
and any Related Obligations is more than the Estimated Base Rental Payments for such Rental 
Payment Period, the City will be obligated to pay up to the Maximum Annual Base Rental 
Payment for such Rental Payment Period. Further, the City agrees that if in any year the 
Maximum Annual Base Rental Payment exceeds the amount needed by the Authority to pay the 
principal of and interest on the Bonds and any Related Obligations coming due on or before 
September 1 following the end of such Rental Payment Period, the excess amount may be 
deferred by the Authority, at its sole option, on such terms and conditions as it shall determine 
are necessary to protect the interests of the owners of the Bonds and the Providers of any Related 
Obligations, and thereupon such excess amount (the "Deferred Rental") need not be paid by the 
City to the Authority at that time, but instead shall be deferred until such subsequent time as the 
Authority shall have need for such payment; provided that the Deferred Rental shall not cause 
the Maximum Annual Base Rental Payment in any Rental Payment Period to exceed 150% of 
the Estimated Base Rental Payment for such Rental Payment Period as shown in Exhibit B. 

Each installment of Base Rental Payments and Additional Payments payable hereunder 
shall be paid in lawhl money of the United States of America to or upon the order of the 
Authority at the corporate trust office of the Trustee, or such other place as the Authority shall 
designate. Any such installment of rental accruing hereunder which shall not be paid when due 
and payable under the terms of this Facility Lease shall bear interest at the rate of twelve percent 
(12%) per annum, or such lesser rate of interest as may be permitted by law, from the date when 
the same is due hereunder until the same shall be paid. Notwithstanding any dispute between the 
Authority and the City, the City shall make all Base Rental Payments and Additional Payments 
when due without deduction or offset of any kind and shall not withhold any Base Rental 
Payments or Additional Payments pending the final resolution of such dispute. In the event of a 
determination that the City was not liable for said Base Rental Payments or Additional Payments 
or any portion thereof, said payments or excess of payments, as the case may be, shall be 
credited against subsequent Base Rental Payments or Additional Payments due hereunder or 
refunded at the time of such determination. Amounts required to be deposited by the City with 
the Trustee pursuant to this Section on any date shall be reduced to the extent of amounts on 
deposit in the Revenue Fund and available therefor. 

All payments received shall be applied first to the Base Rental Payments due hereunder 
and thereafter to all Additional Payments due hereunder, but no such application of any 
payments which are less than the total rental due and owing shall be deemed a waiver of any 
default hereunder. 



Nothing contained in this Facility Lease shall prevent the City from making from time to 
time contributions or advances to the Authority for any purpose now or hereafter authorized by 
law, including the making of repairs to, or the restoration of, the Leased Property in the event of 
damage to or the destruction of the Leased Property. 

Section 3.05. Appropriations Covenant. The City covenants to take such action as may 
be necessary to include all Estimated Base Rental Payments and Additional Payments due 
hereunder and all lease payments and additional payments under the 1998 Lease in its annual 
budgets, and to make necessary annual appropriations for such payments, and for such additional 
amounts as required below. The City will deliver to the Authority and the Trustee within ninety 
(90) days of adoption of the City budget copies of the portion of each annual City budget relating 
to the payment of Estimated Base Rental Payments and Additional Payments hereunder and 
lease payments and additional payment under the 1998 Lease as so calculated. If in any fiscal 
year, the amount initially budgeted is insufficient to pay actual Debt Service on the Series 2007 
Bonds and payments with respect to Related Obligations, the City shall, by supplemental budget 
in such fiscal year, appropriate and pay such additional amounts until the total amount 
appropriated for Base Rental Payments equals Maximum Annual Base Rental Payments for such 
year as provided in Exhibit B. The covenants on the part of the City herein contained shall be 
deemed to be and shall be construed to be duties imposed by law and it shall be the duty of each 
and every public official of the City to take such action and do such things as are required by law 
in the performance of the official duty of such officials to enable the City to carry out and 
perform the covenants and agreements in this Facility Lease agreed to be carried out and 
performed by the City. 

The Authority and the City understand and intend that the obligation of the City to pay 
Base Rental Payments and Additional Payments hereunder shall constitute a current expense of 
the City and shall not in any way be construed to be a debt of the City in contravention of any 
applicable constitutional or statutory limitation or requirement concerning the creation of 
indebtedness by the City, nor shall anything contained herein constitute a pledge of the general 
tax revenues, funds or moneys of the City. Base Rental Payments and Additional Payments due 
hereunder shall be payable only from current fbnds which are budgeted and appropriated or 
otherwise legally available for the purpose of paying Base Rental Payments and Additional 
Payments or other payments due hereunder as consideration for use of the Leased Property. This 
Facility Lease shall not create an immediate indebtedness for any aggregate payments which 
may become due hereunder in the event that the term of this Facility Lease is continued. The 
City has not pledged the full faith and credit of the City, the State of California or any agency or 
department thereof to the payment of the Base Rental Payments and Additional Payments or any 
other payments due hereunder. 

Section 3.06. Rental Abatement. The Base Rental Payments and Additional Payments 
shall be abated proportionately during any period in which by reason of any damage or 
destruction (other than by condemnation, which is hereinafter provided for, or planned 
demolition as part of the Project) there is substantial interference with the use and occupancy of 
the Leased Property by the City, in the proportion in which the initial cost of that portion of the 
Leased Property rendered unusable bears to the initial cost of the whole of the Leased Property. 
Such abatement shall continue for the period commencing with such damage or destruction and 
ending with the substantial completion of the work of repair or reconstruction. In the event of 



any such damage or destruction, this Facility Lease shall continue in full force and effect and the 
City waives the benefits of California Civil Code Section 1932(2) and 1933(4) and of Title 11 of 
the United States Code, Section 365(h) and any and all other rights to terminate this Facility 
Lease by virtue of any such damage or destruction. 

Notwithstanding the foregoing, such abatement shall not result to the extent of moneys 
held by the Trustee under the Indenture (including, particularly, without limitation, the Reserve 
Fund, Principal Account and Interest Account), or to the extent such Base Rental Payments are 
made from proceeds of insurance and rental interruption insurance as provided in Section 5.01 
and 5.03 herein. 

Section 3.07. Use of Proceeds. The parties hereto agree that the proceeds of the Series 
2007 Bonds, together with amounts provided with respect to the Prior Bonds, will be used to 
finance the 2007 Project, to establish the Reserve Fund with respect to the Series 2007 Bonds, 
and to pay the costs of issuing the Series 2007 Bonds and incidental and related expenses. The 
City agrees to act as agent of the Authority and use the proceeds to implement the 2007 Project 
with due diligence. 

ARTICLE IV 

MAINTENANCE; ALTERATIONS AND ADDITIONS 

Section 4.01. Maintenance and Utilities. During such time as the City is in possession of 
the Leased Property, all maintenance and repair, both ordinary and extraordinary, of the Leased 
Property shall be the responsibility of the City, which shall at all times maintain or otherwise 
arrange for the maintenance of the Leased Property in first class condition, and the City shall pay 
for or otherwise arrange for the payment of all utility services supplied to the Leased Property, 
and shall pay for or otherwise arrange for payment of the cost of the repair and replacement of 
the Leased Property resulting from ordinary wear and tear or want of care on the part of the City 
or any assignee or sublessee thereof or any other cause and shall pay for or otherwise arrange for 
the payment of all insurance policies required to be maintained with respect to the Leased 
Property. In exchange for the rental herein provided, the Authority agrees to provide only the 
Leased Property. 

Section 4.02. Changes to the Leased Propertv. Subject to Section 8.02 hereof and the 
provisions of the 1998 Lease, the City, at its own expense, shall have the right to remodel the 
Leased Property or to make additions, modifications and improvements to the Leased Property. 
All such additions, modifications and improvements shall thereafter comprise part of the Leased 
Property and be subject to the provisions of this Facility Lease. Such additions, modifications 
and improvements shall not damage the Leased Property or cause them to be used for purposes 
other than those authorized under the provisions of state and federal law; and the Leased 
Property, upon completion of any additions, modifications and improvements made pursuant to 
this Section, shall be of a value which is at least equal to the value of the Leased Property 
immediately prior to the making of such additions, modifications and improvements. 

Section 4.03. Installation of City's Equipment. The City and any sublessee may at any 
time and from time to time, in its sole discretion and at its own expense, install or permit to be 



installed other items of equipment or other personal property in or upon the Leased Property. All 
such items shall remain the sole property of such party, in which neither the Authority nor the 
Trustee shall have any interest, and may be modified or removed by such party at any time 
provided that such party shall repair and restore any and all damage to the Leased Property 
resulting from the installation, modification or removal of any such items. Nothing in this 
Facility Lease shall prevent the City from purchasing items to be installed pursuant to this 
Section under a conditional sale or lease purchase contract, or subject to a vendor's lien or 
security agreement as security for the unpaid portion of the purchase price thereof, provided that 
no such lien or security interest shall attach to any part of the Leased Property. 

ARTICLE V 

INSURANCE 

Section 5.01. Fire and Extended Coverage Insurance. The City shall procure or cause to 
be procured and maintain or cause to be maintained, throughout the term of this Facility Lease, 
insurance against loss or damage to any structures constituting any part of the Leased Property 
by fire and lightning, with extended coverage insurance, vandalism and malicious mischief 
insurance and sprinkler system leakage insurance. Said extended coverage insurance shall, as 
nearly as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, vehicle 
damage, smoke and such other hazards as are normally covered by such insurance. Such 
insurance shall be in an amount equal to the replacement cost (without deduction for 
depreciation) of all structures constituting any part of the Leased Property, excluding the cost of 
excavations, of grading and filling, and of the land (except that such insurance may be subject to 
deductible clauses for any one loss of not to exceed $500,000 or comparable amount adjusted for 
inflation), or, in the alternative, shall be in an amount and in a form sufficient (together with 
moneys held under the Indenture), in the event of total or partial loss, to enable all outstanding 
Bonds to be redeemed. 

In the event of any damage to or destruction of any part of the Leased Property, caused 
by the perils covered by such insurance, the Authority, except as hereinafter provided, and 
subject to the terms of the 1998 Lease and the 1998 Indenture, shall cause the proceeds of such 
insurance to be utilized for the repair, reconstruction or replacement of the damaged or destroyed 
portion of the Leased Property, and the Trustee shall hold said proceeds separate and apart from 
all other funds, in a special fund to be designated the "Insurance and Condemnation Fund," to the 
end that such proceeds shall be applied to the repair, reconstruction or replacement of the Leased 
Property to at least the same good order, repair and condition as they were in prior to the damage 
or destruction, insofar as the same may be accomplished by the use of said proceeds. The Trustee 
shall permit withdrawals of said proceeds from time to time upon receiving the Written Request 
of the Authority, stating that the Authority has expended moneys or incurred liabilities in an 
amount equal to the amount therein requested to be paid over to it for the purpose of repair, 
reconstruction or replacement, and specifying the items for which such moneys were expended, 
or such liabilities were incurred. Any balance of said proceeds not required for such repair, 
reconstruction or replacement shall be treated by the Trustee as Base Rental Payments and 
applied in the manner provided by Section 5.02 of the Indenture. Alternatively, the Authority, at 
its option, with the written consent of the City, and if the proceeds of such insurance together 



with any other moneys then available for the purpose are at least sufficient to redeem an 
aggregate principal amount of outstanding Bonds, equal to the amount of Base Rental Payment 
attributable to the portion of the Leased Property so destroyed or damaged (determined by 
reference to the proportion which the cost of such portion of the Leased Property bears to the 
cost of the Leased Property), may elect not to repair, reconstruct or replace the damaged or 
destroyed portion of the Leased Property and thereupon shall cause said proceeds to be used for 
the redemption of outstanding Bonds pursuant to Section 4.01 of the Indenture. 

As an alternative to providing the insurance required by the first paragraph of this 
Section, or any portion thereof, the City may provide a self insurance method or plan of 
protection if and to the extent such self insurance method or plan of protection shall afford 
reasonable coverage for the risks required to be insured against, in light of all circumstances, 
giving consideration to cost, availability and similar plans or methods of protection adopted by 
public entities in the State of California other than the City. So long as such method or plan is 
being provided to satisfy the requirements of this Facility Lease, there shall be filed annually 
with the Trustee a statement of an actuary, insurance consultant or other qualified person (which 
may be the Risk Manager of the City), stating that, in the opinion of the signer, the substitute 
method or plan of protection is in accordance with the requirements of this Section and, when 
effective, would afford reasonable coverage for the risks required to be insured against. There 
shall also be filed a Certificate of the City setting forth the details of such substitute method or 
plan. In the event of loss covered by any such self insurance method, the liability of the City 
hereunder shall be limited to the amounts in the self insurance reserve fund or funds created 
under such method. 

Any insurance required by this Section 5.01, to the extent permitted, shall not be a 
duplication of the insurance maintained under the 1998 Lease. 

Section 5.02. Liability Insurance. Except as hereinafter provided, the City shall procure 
or cause to be procured and maintain or cause to be maintained, throughout the term of this 
Facility Lease, a standard comprehensive general liability insurance policy or policies in 
protection of the Authority and the City and their respective members, directors, officers, agents 
and employees, and the Trustee, indemnifying said parties against all direct or contingent loss or 
liability for damages for personal injury, death or property damage occasioned by reason of the 
operation of the Leased Property, with minimum liability limits of $1,000,000 for personal injury 
or death of each person and $3,000,000 for personal injury or deaths of two or more persons in 
each accident or event, and in a minimum amount of $500,000 for damage to property resulting 
from each accident or event. Such public liability and property damage insurance may, however, 
be in the form of a single limit policy in the amount of $3,000,000 covering all such risks. Such 
liability insurance may be maintained as part of or in conjunction with any other liability 
insurance carried by the City. 

As an alternative to providing the insurance required by the first paragraph of this 
Section, or any portion thereof, the City may provide a self insurance method or plan of 
protection if and to the extent such self insurance method or plan of protection shall afford 
reasonable protection to the Authority and the City and their respective members, directors, 
officers, agents and employees, and the Trustee, in light of all circumstances, giving 
consideration to cost, availability and similar plans or methods of protection adopted by public 



entities in the State of California other than the City. So long as such method or plan is being 
provided to satisfy the requirements of this Facility Lease, there shall be filed annually with the 
Trustee a statement of an actuary, independent insurance consultant or other qualified person 
(which may be the Risk Manager of the City), stating that, in the opinion of the signer, the 
substitute method or plan of protection is in accordance with the requirements of this Section 
and, when effective, would afford reasonable protection to the Authority and the City and their 
respective members, directors, officers, agents and employees, and the Trustee against loss and 
damage from the hazards and risks covered thereby. There shall also be filed a Certificate of the 
City setting forth the details of such substitute method or plan. 

Any insurance required by this Section 5.02, to the extent permitted, shall not be a 
duplication of the insurance maintained under the 1998 Lease. 

Section 5.03. Rental Interruption or Use and Occu~ancv Insurance. The City shall 
procure or cause to be procured and maintain or cause to be maintained, rental interruption or use 
and occupancy insurance to cover loss, total or partial, of the rental income from or the use of the 
Leased Property as the result of any of the hazards covered by the insurance required by 
Section 5.01 hereof, in an amount sufficient to pay the part of the total rent hereunder attributable 
to the portion of the Leased Property rendered unusable (determined by reference to the 
proportion which the cost of such portion bears to the cost of the Leased Property) for a period of 
at least two years, except that such insurance may be subject to a deductible clause of not to 
exceed two hundred fifty thousand dollars ($250,000) or a comparable amount adjusted for 
inflation. Any proceeds of such insurance shall be used by the Trustee to reimburse to the City 
any rental theretofore paid by the City under this Facility Lease attributable to such structure for 
a period of time during which the payment of rental under this Facility Lease is abated, and any 
proceeds of such insurance not so used shall be applied as provided in Section 3.01 (to the extent 
required for the payment of Base Rental Payments) and in Section 3.02 (to the extent required 
for the payment of Additional Payments) and any remainder shall be treated as Revenue under 
the Indenture. 

Section 5.04. Worker's Compensation. The City shall also maintain worker's 
compensation insurance issued by a responsible carrier authorized under the laws of the State of 
California to insure its employees against liability for compensation under the Worker's 
Compensation Insurance and Safety Act now in force in California, or any act hereafter enacted 
as an amendment or supplement thereto. As an alternative, such insurance may be maintained as 
part of or in conjunction with any other insurance carried by the City. Such insurance may be 
maintained by the City in the form of self-insurance. 

Section 5.05. Title Insurance. The City shall obtain, for the benefit of the Authority and 
the Trustee, upon the execution and delivery of this Facility Lease, title insurance on the Leased 
Property in an amount not less than $61,430,000, subject only to Permitted Encumbrances. Any 
title insurance held under the 1998 Lease shall satisfy, on a dollar to dollar basis, the 
requirements of this Section 5.05, so long as the Trustee is named as an additional insured, it 
being understood that the rights of the Trustee shall be subject to the prior rights of the 1998 
Trustee. 



Section 5.06. Insurance Proceeds; Form of Policies. All policies of insurance required 
by Sections 5.01 and 5.03 hereof shall name the City, the Authority and the Trustee as insured 
and shall contain a lender's loss payable endorsement in favor of the Trustee. Any such policies 
may also name the 1998 Trustee as an insured if the policies are intended to satisfy both the 
requirements of this Facility Lease and the 1998 Lease. The Trustee shall, to the extent 
practicable, collect, adjust and receive all moneys which may become due and payable under any 
such policies, may compromise any and all claims thereunder and shall apply the proceeds of 
such insurance as provided in Sections 5.01 and 5.03. All policies of insurance required by this 
Facility Lease shall provide that the Trustee shall be given thirty (30) days notice of each 
expiration thereof or any intended cancellation thereof or reduction of the coverage provided 
thereby. The Trustee shall not be responsible for the sufficiency of any insurance herein required 
and shall be fully protected in accepting payment on account of such insurance or any 
adjustment, compromise or settlement of any loss agreed to by the City. The City shall pay when 
due the premiums for all insurance policies required by this Facility Lease, and shall promptly 
furnish evidence of such payments to the Authority. 

The City shall deliver to the Authority and the Trustee on an annual basis a written 
Certificate of an officer of the City stating whether such policies satisfy the requirements of this 
Facility Lease, setting forth the insurance policies then in force pursuant to this Article, the 
names of the insurers which have issued the policies, the amounts thereof and the property and 
risks covered thereby, and, if any self-insurance program is being provided, the annual report of 
an actuary, independent insurance consultant or other qualified person containing the information 
required for such self-insurance program and described in Sections 5.01, 5.02 and 5.04. Delivery 
to the Trustee of the certificate, under the provisions of this Section shall not confer 
responsibility upon the Trustee as to the sufficiency of coverage or amounts of such policies. If 
so requested in writing by the Trustee, the City shall also deliver to the Trustee certificates or 
duplicate originals or certified copies of each insurance policy described in such schedule. 

ARTICLE VI 

DEFAULTS AND REMEDIES 

Section 6.01. Defaults and Remedies. 

(a) If the City shall fail to pay any Base Rental Payments or Additional Payments 
payable hereunder when the same becomes due, time being expressly declared to be of the 
essence of this Facility Lease, or the City shall fail to keep, observe or perform any other term, 
covenant or condition contained herein to be kept or performed by the City for a period of sixty 
(60) days after notice of the same has been given to the City by the Authority or the Trustee or 
for such additional time as is reasonably required, in the sole discretion of the Authority, to 
correct the same, or upon the happening of any of the events specified in subsection (b) of this 
Section (any such case above being an "Event of Default"), the City shall be deemed to be in 
default hereunder and it shall be lawful for the Authority to exercise any and all remedies 
available pursuant to law or granted pursuant to this Facility Lease. Upon any such default, the 
Authority, in addition to all other rights and remedies it may have at law, shall have the option, 
without terminating this Facility Lease, but subject to the terms of the 1998 Lease (i) to collect 



each installment of rent as it becomes due and enforce any other terms or provision hereof to be 
kept or performed by the City, regardless of whether or not the City has abandoned the Leased 
Property, or (ii) to exercise any and all rights of entry and re-entry upon the Leased Property. So 
long as this Facility Lease is not terminated the City shall remain liable and agrees to keep or 
perform all covenants and conditions herein contained to be kept or performed by the City and, if 
the Leased Property is not re-let, to pay the full amount of the rent to the end of the term of this 
Facility Lease or, in the event that the Leased Property is re-let, to pay any deficiency in rent that 
results therefrom; and further agrees to pay said rent and/or rent deficiency punctually at the 
same time and in the same manner as hereinabove provided for the payment of rent hereunder 
(without acceleration), notwithstanding the fact that the Authority may have received in previous 
years or may receive thereafter in subsequent years rental in excess of the rental herein specified, 
and notwithstanding any entry or re-entry by the Authority or suit in unlawhl detainer, or 
otherwise, brought by the Authority for the purpose of effecting such entry or re-entry or 
obtaining possession of the Leased Property. Should the Authority elect to enter or re-enter as 
herein provided, the City hereby irrevocably appoints the Authority as the agent and attorney-in- 
fact of the City to re-let the Leased Property, or any part thereof, from time to time, either in the 
Authority's name or otherwise, upon such terms and conditions and for such use and period as 
the Authority may deem advisable, and to remove all persons in possession thereof and all 
personal property whatsoever situated upon the Leased Property and to place such personal 
property in storage in any warehouse or other suitable place located in the City of Modesto, 
California, for (to the extent permitted by law) the account of and at the expense of the City, and 
the City (to the extent permitted by law) hereby exempts and agrees to save harmless the 
Authority from any costs, loss or damage whatsoever arising out of, in connection with, or 
incident to any such re-entry upon and re-letting of the Leased Property and removal and storage 
of such property by the Authority or its duly authorized agents in accordance with the provisions 
herein contained. The City agrees that the terms of this Facility Lease constitute full and 
sufficient notice of the right of the Authority to re-let the Leased Property and to do all other acts 
to maintain or preserve the Leased Property as the Authority deems necessary or desirable in the 
event of such re-entry without effecting a surrender of this Facility Lease, and hrther agrees that 
no acts of the Authority in effecting such re-letting shall constitute a surrender or termination of 
this Facility Lease irrespective of the use or the term for which such re-letting is made or the 
terms and conditions of such re-letting, or otherwise. The City further waives the right to any 
rental obtained by the Authority in excess of the rental herein specified and hereby conveys and 
releases such excess to the Authority as compensation to the Authority for its services in re- 
letting the Leased Property or any part thereof. The City further agrees to the extent permitted by 
law to pay the Authority the reasonable cost of any alterations or additions to the Leased 
Property necessary to place the Leased Property in condition for re-letting immediately upon 
notice to the City of the completion and installation of such additions or alterations. 

The City hereby waives any and all claims for damages caused or which may be caused 
by the Authority in re-entering and taking possession of the Leased Property as herein provided 
and all claims for damages that may result from the destruction of or injury to the Leased 
Property and all claims for damages to or loss of any property belonging to the City, or any other 
person, that may be in or upon the Leased Property. 

(b) If (1) the City's interest in this Facility Lease or any part thereof is assigned or 
transferred, either voluntarily or by operation of law or otherwise, without the written consent of 



the Authority, as hereinafter provided for, or (2) the City or any assignee shall file any petition or 
institute any proceeding under any act or acts, state or federal, dealing with or relating to the 
subject or subjects of bankruptcy or insolvency, or under any amendment of such act or acts, 
either as a bankrupt or as an insolvent, or as a debtor, or in any similar capacity, wherein or 
whereby the City asks or seeks or prays to be adjudicated a bankrupt, or is to be discharged from 
any or all of the City's debts or obligations, or offers to the City's creditors to effect a 
composition or extension of time to pay the City's debts or asks, seeks or prays for 
reorganization or to effect a plan of reorganization, or for a readjustment of the City's debts, or 
for any other similar relief, or if any such petition or any such proceedings of the same or similar 
kind or character be filed or be instituted or taken against the City, or if a receiver of the business 
or of the property or assets of the City shall be appointed by any court, except a receiver 
appointed at the instance or request of the Authority, or if the City shall make a general or any 
assignment for the benefit of the City's creditors, or if (3) the City shall abandon or vacate the 
Leased Property, then the City shall be deemed to be in default hereunder. 

(c) The Authority shall in no event be in default in the performance of any of its 
obligations hereunder or imposed by any statute or rule of law unless and until the Authority 
shall have failed to perform such obligations within sixty (60) days or such additional time as is 
reasonably required to correct any such default after notice by the City to the Authority properly 
specifying wherein the Authority has failed to perform any such obligation. In the event of 
default by the Authority, the City shall be entitled to pursue any remedy provided by law. 

(d) In addition to the other remedies set forth in this Section, upon the occurrence of 
an event of default as described in this Section, the Authority shall be entitled to proceed to 
protect and enforce the rights vested in the Authority by this Facility Lease or by law. The 
provisions of this Facility Lease and the duties of the City and of its trustees, officers or 
employees shall be enforceable by the Authority by mandamus or other appropriate suit, action 
or proceeding in any court of competent jurisdiction. Without limiting the generality of the 
foregoing, the Authority shall have the right to bring the following actions: 

(1) Accounting. By action or suit in equity to require the City and its trustees, 
officers and employees and its assigns to account as the trustee of an express trust. 

(2) Iniunction. By action or suit in equity to enjoin any acts or things which 
may be unlawful or in violation of the rights of the Authority. 

(3) Mandamus. By mandamus or other suit, action or proceeding at law or in 
equity to enforce the Authority's rights against the City (and its board, officers and 
employees) and to compel the City to perform and carry out its duties and obligations 
under the law and its covenants and agreements with the City as provided herein. 

The exercise of any rights or remedies under this Facility Lease shall not permit 
acceleration of Base Rental Payments. 

Each and all of the remedies given to the Authority hereunder or by any law now or 
hereafter enacted are cumulative and the single or partial exercise of any right, power or 
privilege hereunder shall not impair the right of the Authority to other or further exercise thereof 



or the exercise of any or all other rights, powers or privileges. The term "re-let" or "re-letting" as 
used in this Section shall include, but not be limited to, re-letting by means of the operation by 
the Authority of the Leased Property. If any statute or rule of law validly shall limit the remedies 
given to the Authority hereunder, the Authority nevertheless shall be entitled to whatever 
remedies are allowable under any statute or rule of law. 

In the event the Authority shall prevail in any action brought to enforce any of the terms 
and provisions of this Facility Lease, the City agrees to pay a reasonable amount as and for 
attorney's fees incurred by the Authority in attempting to enforce any of the remedies available 
to the Authority hereunder, whether or not a lawsuit has been filed and whether or not any 
lawsuit culminates in a judgment. 

Section 6.02. Waiver. Failure of the Authority to take action on any default on the part 
of the City shall not be, or be construed as, a waiver thereof, nor shall any custom or practice 
which may grow up between the parties in the course of administering this instrument be 
construed to waive or to lessen the right of the Authority to insist upon performance by the City 
of any term, covenant or condition hereof, or to exercise any rights given the Authority on 
account of such default. A waiver of a particular default shall not be deemed to be a waiver of 
the same or any subsequent default. The acceptance of rent hereunder shall not be, or be 
construed to be, a waiver of any term, covenant or condition of this Facility Lease. 

ARTICLE VII 

EMINENT DOMAIN; PREPAYMENT 

Section 7.01. Eminent Domain. If the whole of the Leased Property or so much thereof 
as to render the remainder unusable for the purposes for which it was used by the City shall be 
taken under the power of eminent domain, the term of this Facility Lease shall cease as of the 
day that possession shall be so taken. If less than the whole of the Leased Property shall be taken 
under the power of eminent domain and the remainder of the Leased Units is usable for the 
purposes for which it was used by the City at the time of such taking, then this Facility Lease 
shall continue in hll force and effect as to such remainder, and the parties waive the benefits of 
any law to the contrary, and in such event there shall be a partial abatement of the Base Rental 
Payments due hereunder in an amount equivalent to the amount by which the annual payments of 
principal and interest on the Outstanding Bonds will be reduced by the application of the award 
in eminent domain to the redemption of outstanding Bonds. So long as any of the Bonds shall be 
outstanding, any award made in eminent domain proceedings for taking the Leased Property or 
any of the Leased Units thereof shall be paid to the Trustee and applied to the prepayment of the 
Base Rental Payments as provided in Section 7.02, but subject to the terms of the 1998 Lease. 
Any such award made after all of the Base Rental Payments and Additional Payments have been 
hlly paid, or provision therefor made, shall be paid to the to the City. 

Section 7.02. Prepayment. 

(a) Subject to the terms of the 1998 Lease, the City shall prepay on any date from 
insurance (including proceeds of title insurance) and eminent domain proceeds, to the extent 



provided in Sections 5.01 and 7.01 hereof (provided, however, that in the event of partial damage 
to or destruction of the Leased Property caused by perils covered by insurance, if in the judgment 
of the Authority the insurance proceeds are sufficient to repair, reconstruct or replace the 
damaged or destroyed Leased Unit of the Leased Property, such proceeds shall be held by the 
Trustee and used to repair, reconstruct or replace the damaged or destroyed Leased Unit of the 
Leased Property, pursuant to the procedure set forth in Section 5.01 for proceeds of insurance), 
all or any part of Base Rental Payments then unpaid so that the aggregate annual amounts of 
Base Rental Payments which shall be payable after such prepayment date shall be as nearly 
proportional as practicable to the aggregate annual amounts of Base Rental Payments unpaid 
prior to the prepayment date (taking into account the reduction in Base Rental Payments 
allocable to future interest on the Bonds that are redeemed), at a prepayment amount equal to the 
redemption payment of the maximum amount of Bonds, including the principal thereof and the 
interest thereon to the date of redemption, plus any applicable premium redeemable from such 
proceeds. 

(b) The City may prepay, from any source of available funds, all or any portion of 
Base Rental Payments by depositing with the Trustee moneys or securities as provided in 
Article X of the Indenture sufficient to defease or redeem all or a portion of a Series of Bonds 
corresponding to such Base Rental Payments when due; provided that the City furnishes the 
Trustee with an Opinion of Counsel that such deposit will not cause interest on such Series of 
Bonds to be includable in gross income for federal income tax purposes. The City agrees that if 
following such prepayment the Leased Property are damaged or destroyed or taken by eminent 
domain, it is not entitled to, and by such prepayment waives the right of, abatement of such 
prepaid Base Rental Payments and shall not be entitled to any reimbursement of such Base 
Rental Payments. 

(c) Before making any prepayment pursuant to this Section, the City shall, within five 
(5) days following the event creating such right or obligation to prepay, give written notice to the 
Authority and the Trustee describing such event and specifying the date on which the 
prepayment will be made, which date shall be not less than forty-five (45) days from the date 
such notice is given. 

(d) When (1) there shall have been deposited with the Trustee at or prior to the due 
dates of the Base Rental Payments or the date when the City may exercise its option to purchase 
the Leased Property or any of the Leased Unit thereof, in trust for the benefit of the Owners of 
the Bonds and irrevocably appropriated and set aside to the payment of the Base Rental 
Payments or option price, sufficient moneys and Permitted Investments described in 
subsection (1) of the definition thereof in the Indenture, not redeemable prior to maturity, the 
principal of and interest on which when due will provide money sufficient to pay all principal, 
premium, if any, and interest on the Bonds to the due date of the Bonds or date when the City 
may exercise its option to purchase the Leased Property, as the case may be; (2) all requirements 
of Section 10.01 of the Indenture have been satisfied; and (3) an agreement shall have been 
entered into with the Trustee for the payment of its fees and expenses so long as any of the 
Bonds shall remain unpaid, then and in that event the right, title and interest of the Authority 
herein and the obligations of the City hereunder shall thereupon cease, terminate, become void 
and be completely discharged and satisfied (except for the right of the Authority and the 
obligation of the City to have such moneys and such Permitted Investments applied to the 



payment of the Base Rental Payments or option price) and the Authority's interest in and title to 
the Project or applicable portion or item thereof shall be transferred and conveyed to the City. In 
such event, the Authority shall cause an accounting for such period or periods as may be 
requested by the City to be prepared and filed with the Authority and evidence such discharge 
and satisfaction, and the Authority shall pay over to the City as an overpayment of Base Rental 
Payments all such moneys or Permitted Investments held by it pursuant hereto other than such 
moneys and such Permitted Investments as are required for the payment or prepayment of the 
Base Rental Payments ,or the option price and the fees and expenses of the Trustee, which 
moneys and Permitted Investments shall continue to be held by the Trustee in trust for the 
payment of Base Rental Payments or the option price and the fees and expenses of the Trustee, 
and shall be applied by the Authority to the payment of the Base Rental Payments or the option 
price and the fees and expenses of the Trustee. 

ARTICLE VIII 

COVENANTS 

Section 8.01. Right of Entry. The Authority and its assignees shall have the right to 
enter upon and to examine and inspect the Leased Property during reasonable business hours 
(and in emergencies at all times) (a) to inspect the same, (b) for any purpose connected with the 
Authority's or the City's rights or obligations under this Facility Lease, and (c) for all other 
lawful purposes. 

Section 8.02. Liens. In the event the City shall at any time during the term of this 
Facility Lease cause any changes, alterations, additions, improvements, or other work to be done 
or performed or materials to be supplied, in or upon the Leased Property, the City shall pay, 
when due, all sums of money that may become due for, or purporting to be for, any labor, 
services, materials, supplies or equipment hrnished or alleged to have been hrnished to or for 
the City in, upon or about the Leased Property and shall keep the Leased Property free of any 
and all mechanics' or materialmen's liens or other liens against the Leased Property or the 
Authority's interest therein. In the event any such lien attaches to or is filed against the Leased 
Property or the Authority's interest therein, the City shall cause each such lien to be hl ly  
discharged and released at the time the performance of any obligation secured by any such lien 
matures or becomes due, except that if the City desires to contest any such lien it may do so in 
good faith. If any such lien shall be reduced to final judgment and such judgment or such 
process as may be issued for the enforcement thereof is not promptly stayed, or if so stayed and 
said stay thereafter expires, the City shall forthwith pay and discharge said judgment. The City 
agrees to and shall, to the maximum extent permitted by law, indemnify and hold the Authority 
and the Trustee and their respective members, directors, agents, successors and assigns, harmless 
from and against, and defend each of them against, any claim, demand, loss, damage, liability or 
expense (including attorney's fees) as a result of any such lien or claim of lien against the Leased 
Property or the Authority's interest therein. 

Section 8.03. Quiet Eniovment. The parties hereto mutually covenant that the City, by 
keeping and performing the covenants and agreements herein contained and not in default 



hereunder, shall at all times during the term of this Facility Lease peaceably and quietly have, 
hold and enjoy the Leased Property without suit, trouble or hindrance from the Authority. 

Section 8.04. Authority Not Liable. The Authority and its members, directors, officers, 
agents and employees shall not be liable to the City or to any other party whomsoever for any 
death, injury or damage that may result to any person or property by or from any cause 
whatsoever in, on or about the Leased Property. The City, to the extent permitted by law, shall 
indemnify and hold the Authority and its members, directors, officers, agents and employees, 
harmless from, and defend each of them against, any and all claims, liens and judgments arising 
from the construction or operation of the Leased Property, including, without limitation, death of 
or injury to any person or damage to property whatsoever occurring in, on or about the Leased 
Property regardless of responsibility for negligence, but excepting the active negligence of the 
person or entity seeking indemnity. 

Section 8.05. Assignment and Subleasing. Neither this Facility Lease nor any interest of 
the City hereunder shall be mortgaged, pledged, assigned, sublet or transferred by the City by 
voluntary act or by operation of law or otherwise, except with the prior written consent of the 
Authority, which, in the case of subletting, shall not be unreasonably withheld; provided such 
subletting shall not affect the tax-exempt status of the interest on the Bonds. No such mortgage, 
pledge, assignment, sublease or transfer shall in any event affect or reduce the obligation of the 
City to make the Base Rental Payments and Additional Payments required hereunder. 

Section 8.06. Title to Leased Proper@; No Merger of Interests. During the term of this 
Facility Lease, the Authority shall hold a leasehold estate to the Leased Property and any and all 
additions which comprise fixtures, repairs, replacement or modifications thereof, except for those 
fixtures, repairs, replacements or modifications which are added thereto by the City and which 
may be removed without damaging the Leased Property, and except for any items added to the 
Leased Property by the City pursuant to Section 4.02 hereof. This provision shall not operate to 
the benefit of any insurance company if there is a rental interruption covered by insurance 
pursuant to Section 5.03 hereof. 

The leasing by the Authority to the City of the Leased Property pursuant to the 1998 
Lease, the leasing by the City to the Authority of the Leased Property pursuant to the Sublease 
and the leasing by the Authority to the City of such Leased Property pursuant hereto shall not 
effect or result in a merger of the City's leasehold estate pursuant to this Facility Lease, and the 
Authority shall continue to have and hold a leasehold estate in the Leased Property pursuant to 
the Sublease throughout the term thereof. As to the Leased Property, this Facility Lease shall be 
deemed and constitute a sub-sublease. 

Section 8.07. Tax Covenants. The City and the Authority will not make any use of the 
proceeds of the obligations provided herein or any other hnds of the City or the Authority which 
will cause such obligations to be "arbitrage bonds" subject to federal income taxation by reason 
of Section 148 of the Code. The City and the Authority will not make any use of the proceeds of 
the obligations provided herein or any other hnds of the City or the Authority which will cause 
such obligations to be "federally guaranteed" and subject to inclusion in gross income for federal 
income tax purposes by reason of Section 149(b) of the Code. To that end, so long as any rental 
payments are unpaid, the City and the Authority, with respect to such proceeds and such other 



funds, will comply with all requirements of such Sections 148 and 149(b) and all regulations of 
the United States Department of the Treasury issued thereunder to the extent that such 
requirements are, at the time, applicable and in effect. 

The City further covenants that it will not use or permit the use of the facilities financed 
or refinanced by the proceeds of the Bonds by any person not an "exempt person" within the 
meaning of Section 141(a) of the Code or by an "exempt person" (including the City) in an 
"unrelated trade or business," in such manner or to such extent as would result in the inclusion of 
interest received hereunder in gross income for federal income tax purposes under Section 103 of 
the Code. 

If at any time the City is of the opinion that for purposes of this Section it is necessary to 
restrict or limit the yield on or change in any way the investment of any moneys held by the 
Trustee or the City or the Authority under this Facility Lease or the Indenture, the City shall so 
instruct the Trustee or the appropriate officials of the City in writing, and the Trustee or the 
appropriate officials of the City, as the case may be, shall take such actions as may be necessary 
in accordance with such instructions. 

In furtherance of the covenants of the City set forth above, the City will comply with the 
Tax Certificate and will instruct the Trustee in writing as necessary to comply with the Tax 
Certificate. The Trustee and the Authority may conclusively rely on any such written 
instructions, and the City hereby agrees to hold harmless the Trustee and the Authority for any 
loss, claim, damage, liability or expense incurred by the Authority for any actions taken by the 
Authority in accordance with such instructions. 

The City and the Authority shall at all times do and perform all acts and things permitted 
by law which are necessary or desirable in order to assure that the interest on the Bonds will be 
excluded from gross income for federal income tax purposes and shall take no action that would 
result in such interest not being excluded from gross income for federal income tax purposes. 

Section 8.08. Continuing Disclosure. The City hereby covenants and agrees that it will 
comply with and carry out all of the provisions of the Continuing Disclosure Agreement. 
Notwithstanding any other provision of this Facility Lease, failure of the City to comply with the 
Continuing Disclosure Agreement shall not be considered an event of default hereunder; 
however, the Trustee may (and, at the request of any Participating Underwriter (as defined in the 
Continuing Disclosure Agreement) or the Holders of at least 25% aggregate principal amount of 
Series 2007 Bonds Outstanding and provided satisfactory indemnification is provided to the 
Trustee, shall) or any Bondholder may take such actions as may be necessary and appropriate, 
including seeking mandate or specific performance by court order, to compel the City to comply 
with its obligations under this Section 8.08. 

Section 8.09. Taxes. The City shall pay or cause to be paid all taxes and assessments of 
any type or nature charged to the Authority or affecting the Leased Property or the respective 
interests or estates therein; provided that with respect to special assessments or other 
governmental charges that may lawfully be paid in installments over a period of years, the City 
shall be obligated to pay only such installments as are required to be paid during the term of this 
Facility Lease as and when the same become due. 



The City shall also pay directly such amounts, if any, in each year as shall be required by 
the Authority for the payment of all license and registration fees and all taxes (including, without 
limitation, income, excise, license, franchise, capital stock, recording, sales, use, value-added, 
property, occupational, excess profits and stamp taxes), levies, imposts, duties, charges, 
withholdings, assessments and governmental charges of any nature whatsoever, together with 
any additions to tax, penalties, fines or interest thereon, including, without limitation, penalties, 
fines or interest arising out of any delay or failure by the City to pay any of the foregoing or 
failure to file or furnish to the Authority or the Trustee for filing in a timely manner any returns, 
hereinafter levied or imposed against the Authority or the Leased Property, the rentals and other 
payments required hereunder or any parts thereof or interests of the City or the Authority or the 
Trustee therein by any governmental authority. 

The City may, at the City's expense and in its name, in good faith contest any such taxes, 
assessments and other charges and, in the event of any such contest, may permit the taxes, 
assessments or other charges so contested to remain unpaid during the period of such contest and 
any appeal therefrom unless the Authority or the Trustee shall notify the City that, in the opinion 
of independent counsel, by nonpayment of any such items, the interest of the Authority in the 
Leased Property will be materially endangered or the Leased Property, or any part thereof, will 
be subject to loss or forfeiture, in which event the City shall promptly pay such taxes, 
assessments or charges or provide the Authority with ful l  security against any loss which may 
result from nonpayment, in form satisfactory to the Authority and the Trustee. 

Section 8.10. Authority's Purpose. The Authority covenants that, prior to the discharge 
of this Facility Lease, it will not engage in any activities inconsistent with the purposes for which 
the Authority is organized. 

Section 8.1 1 .  Purpose of Facility Lease. The City covenants that during the term of this 
Facility Lease, except as hereinafter provided, (a) it will use, or cause the use of, the Leased 
Property for public purposes and for the purposes for which the Leased Property are customarily 
used, (b) it will not vacate or abandon the Leased Property or any part thereof, and (c) it will not 
make any use of the Leased Property which would jeopardize in any way the insurance coverage 
required to be maintained pursuant to Article V hereof. 

Section 8.12. Compliance with 1998 Lease; Covenant Not to Terminate or Amend the 
1998 Lease. The City agrees to comply with the terms of the 1998 Lease and make all payments 
due thereunder, as provided therein. The City and the Authority covenant not to terminate or 
amend the 1998 Lease so long as the Series 2007 Bonds are outstanding, unless such a 
termination or amendment of the 1998 Lease would not have a material adverse effect on the 
holders of the Series 2007 Bonds. 



ARTICLE IX 

DISCLAIMER OF WARRANTIES; 
VENDOR'S WARRANTIES; USE OF THE FACILITIES 

Section9.01. Disclaimer of Warranties. THE AUTHORITY MAKES NO 
AGREEMENT, WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, 
AS TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY, FITNESS FOR 
PARTICULAR PURPOSE OR FITNESS FOR USE OF THE FACILITIES OR THE PROJECT, 
OR WARRANTY WITH RESPECT THERETO. THE CITY ACKNOWLEDGES THAT THE 
AUTHORITY IS NOT A MANUFACTURER OF THE FACILITIES OR THE PROJECT OR 
A DEALER THEREIN, THAT THE CITY LEASES THE FACILITIES AS-IS, IT BEING 
AGREED THAT ALL OF THE AFOREMENTIONED RISKS ARE TO BE BORNE BY THE 
CITY. In no event shall the Authority be liable for any incidental, indirect, special or 
consequential damage in connection with or arising out of this Facility Lease or the existence, 
furnishing, functioning or the City's use of any item or products or services provided for in this 
Facility Lease. 

Section 9.02. Vendor's Warranties. The Authority hereby irrevocably appoints the City 
its agent and attorney-in-fact during the term of this Facility Lease, so long as the City shall not 
be in default hereunder, to assert from time to time whatever claims and rights, including 
warranties of the Leased Property or the Project, which the Authority may have against the 
manufacturers, vendors and contractors of the Leased Property or the Project. The City's sole 
remedy for the breach of such warranty, indemnification or representation shall be against the 
manufacturer or vendor or contractor of the Leased Property or of the Project, and not against the 
Authority, nor shall such matter have any effect whatsoever on the rights and obligations of the 
Authority with respect to this Facility Lease, including the right to receive full and timely 
payments hereunder. The City expressly acknowledges that the Authority makes, and has made, 
no representation or warranties whatsoever as to the existence or availability of such warranties 
of the manufacturer, vendor or contractor. 

Section 9.03. Use of the Leased Property. The City will not install, use, operate or 
maintain the Leased Property improperly, carelessly, in violation of any applicable law or in a 
manner contrary to that contemplated by this Facility Lease. The City shall provide all permits 
and licenses, if any, necessary for the installation and operation of the Leased Property. In 
addition, the City agrees to comply in all respects (including, without limitation, with respect to 
the use, maintenance and operation of the Leased Property) with all laws of the jurisdictions in 
which its operations may extend and any legislative, executive, administrative or judicial body 
exercising any power or jurisdiction over the Leased Property; provided, however, that the City 
may contest in good faith the validity or application of any such law or rule in any reasonable 
manner which does not, in the opinion of the Authority, adversely affect the estate of the 
Authority in and to the Leased Property or its interest or rights under this Facility Lease. 



ARTICLE X 

MISCELLANEOUS 

Section 10.01. Law Governing. This Facility Lease shall be governed exclusively by the 
provisions hereof and by the laws of the State of California as the same from time to time exist. 

Section 10.02. Notices. All notices, statements, demands, consents, approvals, 
authorizations, offers, designations, requests, agreements or promises or other communications 
hereunder by either party to the other shall be in writing and shall be sufficiently given and 
served upon the other party if delivered personally or if mailed by United States registered mail, 
return receipt requested, postage prepaid: 

If to the City: City of Modesto 
10 10 Tenth Street, Suite 5200 
Modesto, CA 95353 
Attention: Finance Director 
Telephone No.: (209) 577-5371 
Facsimile No.: (209) 57 1-5880 

If to the Authority: Modesto Public Financing Authority 
C/O City of Modesto 
City Hall 
10 10 Tenth Street, Suite 5200 
Modesto, CA 95353 
Attention: Auditor and Treasurer 
Telephone No.: (209) 577-537 1 
Facsimile No.: (209) 571-5880 

If to the Trustee: The Bank of New York Trust Company, N.A. 
550 Kearny Street, Suite 600 
San Francisco, CA 941 08-2527 
Facsimile No.: (4 15) 399- 1647 

or to such other addresses as the respective parties may from time to time designate by notice in 
writing. A copy of any such notice or other document herein referred to shall also be delivered to 
the Trustee. 

Section 10.03. Validity and Severability. If for any reason this Facility Lease shall be 
held by a court of competent jurisdiction to be void, voidable, or unenforceable by the Authority 
or by the City, or if for any reason it is held by such a court that any of the covenants and 
conditions of the City hereunder, including the covenant to pay rentals hereunder, is 
unenforceable for the full term hereof, then and in such event this Facility Lease is and shall be 
deemed to be a lease under which the rentals are to be paid by the City annually in consideration 
of the right of the City to possess, occupy and use the Leased Property, and all of the rental and 
other terms, provisions and conditions of this Facility Lease, except to the extent that such terms, 



provisions and conditions are contrary to or inconsistent with such holding, shall remain in full 
force and effect. 

Section 10.04. Net-Net-Net Lease. This Facility Lease shall be deemed and construed to 
be a "net-net-net lease" and the City hereby agrees that the rentals provided for herein shall be an 
absolute net return to the Authority, free and clear of any expenses, charges or set-offs 
whatsoever. 

Section 10.05. Section Headings. All section headings contained herein are for 
convenience of reference only and are not intended to define or limit the scope of any provision 
of this Facility Lease. 

Section 10.06. Amendment or Termination. The Authority and the City may at any time 
amend, modify or terminate this Facility Lease in accordance with the terms hereof and of the 
Indenture, or provide for the amendment of this Facility Lease to remove or substitute the Leased 
Property pursuant to Section 2.04 hereof, or to provide for the issuance of Additional Bonds 
pursuant to Section 3.07 of the Indenture. 

Section 10.07. Execution. This Facility Lease may be executed in any number of 
counterparts, each of which shall be deemed to be an original, but all together shall constitute but 
one and the same Lease. It is also agreed that separate counterparts of this Facility Lease may 
separately be executed by the Authority and the City, all with the same force and effect as though 
the same counterpart had been executed by both the Authority and the City. 



IN WITNESS WHEREOF, the Authority and the City have caused this Facility Lease to 
be executed by their respective officers thereunto duly authorized, all as of the day and year first 
above written. 

MODEST0 PUBLIC FINANCING AUTHORITY, 
as Lessor 

BY: A/kL 
~uth6rized Officer 
M. WAyne Padilla 

CITY OF MODESTO, 
as Lessee 

By: 
~hthorized Officer 
M/ Wayne Padilla 

Approved as to Form: 

By: %Ah-?k&& d& 
City Attorney 

i Susana Alcala Wood 



STATE OF CALIFORNIA ) 
) ss. 

COUNTY OF STANISLAUS ) 

On April 11,2007, before me, Shanna Willis Notary Public, personally 

appeared M. Wavne Padilla , personally known to me ferpreveete 

to be the person@ whose namefp) i s k  subscribed to 

the within instrument and acknowledged to me that hefs)rtft)ny executed the same in hisfh&tkir 

authorized capacity(@, and that by hisffrerftfitir signaturefsj on the instrument the person@, or 

the entity upon behalf of which the person@ acted, executed the instrument. 

WITNESS my hand and official seal. 

PA., 
1 

Notary's Signature 



STATE OF CALIFORNIA ) 
) ss. 

COUNTY OF STANISLAUS ) 

On April 11, 2007, before me, Shanna Willis , Notary Public, personally 

appeared Susana Alcala Wood , personally known to me fatpraothta 

to be the person@ whose name@ i s h  subscribed to 

the within instrument and acknowledged to me that WsheStf.tcp executed the same in Wherfttreir 

authorized capacityfres), and that by Mhertttrtir signature@ on the instrument the person@, or 

the entity upon behalf of which the person@ acted, executed the instrument. 
' 

WITNESS my hand and official seal. 

&I& 
Notary's Signature 



EXHIBIT A 

DESCRIPTION OF THE LEASED PROPERTY 

All that certain real property situated in the City of Modesto, State of California, 
described as follows: 



. k ~ a l  Des-of the Sites 
... 

e l  o. - - c  edaP ..----.. , 
A v o t  ' 0e:e 5317g32 aW933 as per .lap filed ~esernbkr 21, 1942 in 
Volume % of Mape. Stanlalaus -+-Y Recozda. 

a m  . -- ~lovd Park 
fart&N~ a2 B as pcr paice1 U.p filed OcLobsr 9,  1969 i n  Volume 7 of 
P a w l  Mapaypage 68. S h a n i s l a ~  Caunty Remrds. 

Parcel No. 3 -- Comuniaaeion ilf 
An dc one- f i n t e r e s x n  th9 followings ' 
*led Septe@ea 24. 1979 in Volume 29 of 
Parcel mpa, Page loo, Stanielaus County Reoorde. 
Parcel No. 4 -- PoXioa F(lciliW. 
L o b  3. thru 32, inclusive, in Block 71 of t;ha CITY OF MODEGrT), am per 
map xscordcd Dacember 21, 1942 in Volume 15 or Mape, Skanislaue county' 
Records. 

All that real ropeey in the srate of calffornia, Count of 
SLUIISIIULS. =ify OE ~ ~ d e s t m ,  king a portion ~f the ~ o d e a s t  gayter  
of Section 32, Township 3 South, Range 9 Eaat, Mount Diablo Base and. 
Meridian, described as follows: 

That oytion of the 20-foot alley in Block 71 as ddiineaeed on the 
O f f  iefal Ma aL the City of Modesto, as Per mPp f i l ed  Vacuabcr 21, 
1942, in ~ o f u k  IS of Maps, stanislaus County Records, described as 
follows : 

Be nnlng ar. the most loutharly comer of tot 16 in *aid Block 71, 91 aa d point being on the Northcaetern line of said 20.00 foot alle 
Block 711 Chencc .Ion said Northeastern line of .aid alloy, ~ o r t f ;  ::- 
29' 30. Weet, lSO.00 Zeet, to the most So~thcrl Cornet of Lot 10 in 
Block 71; thence South 46'. =O' 30'' U U C .  20.00 Htt, tLO tho m a t  
Northerly corner of 22 an Block 71 sa id  point behg on the 
sauthvsseern l ine  of the 20.00 foot: aliey in Block 711 thence along 
64id Southweetern l l n e  of said all8 South 43. 29' 3Q* Bast, 150.00 
feet, to the -st Easterly comer of Lot 17 in Block 71, said point 
being on the Northweetern line of 80.00 foot "Pa Strectj.thenca aloaig 
aaid Northwestern line of *F* street, North 46O 30' 30. East. 20.00 f 

feet, to,the point of beginning., - .--_ 1 

All that portlon, of Block 67 of the Clty of Modeslo, as per the oficlal map thereof, filed In 
Book 15 of Maps, together with the abandoned alley therein, lyfng in the south half of Section . 
29, Township 3 South, Range 9 East, Mount Dlablo Base and MMdlan, Clty of Modesto, CounW 
of Stanlslaus, State of Callfomla, desaibed as follows: 

BEGINNING at tbe north corner of sald Block 67, sald point being the intersection of the 
southwestwly llne of 80.00 feet wlde Eleventh Street with the southeasterly llne of 
80.00 feet wlde K Stmet; thence on said Southeasbefly line, Sou& 46048'48" West 
253.06 feet; thence South 43w0!3'48" East 167.50 feet' thence No& 46°50'12" East 
23.24 fpet; thence Sotrth'43~48" Ea* 17.52 feet thence North 46~50'12" East 16.00 
feeQ thence South 43O09'48" East 16,OO feet; thence South 46a5022" West 16-00 feet; 
thence Swth 43"09'48" East 12.97 feet; tficnce South 46048'46" West 54.07 feet: 
thence North 88°11'12" West 30.10 feetto the northeasterly ilne of 70.00 feet wide 1 0 ~  
S h e C  thence on said nordwastwly line, South 43°10810" East 207.48 feet to the 
mrthwestedy llne of 80.00 k t  wide J Street; thence on sald notthwestetl~ line, North 
46'4730" East 305.16 feet to the southwstbrly llne of 80.00 feet wide 11 Street; 
thence on sald southwesterly One, North 43909'48" west 400.08 Pet to the polnt of 
&inning. 

' Contalnlng 2.522 acres, more or less. 



cel 7 -- on 
$%el % f f :  1 as E~Par%'Map fi led JanmW 26, 1980 in Volume 30 of 
Parcel Mape, Page 13, Stanielaus County Records. 

0 k - - 
m z i l t a k  $O!yyUOOd Puk No 2 per Map filed &bmaly 
28, ,297$ in  BOO^ 27 of tdape, Page 44, Stanielaua.~ounty Recoa ,  

1 No. 9-9 ~5veseide Pa& 
Parce As 
S r c e l  Map recorded May 16, 1966 in ~~~k 1 of 
Parcel Mape, Page 139, Stanislaus C o w t y  Records. 

tk.g Therefrom parcels 8-1 and B-2 ae per P a r ~ e l  Map f i l e d  ~ ~ n e  
5 ,  9 7 4  rn Bmk 19 of parcel Maw, Page 31, stanialaus county Recoda.  

Parcel B r  
Paroel No. A as per. map filed June 5 ,  1974 in Book 19 of P w c e l  naps, 

.Page 31, Stanislaus County Recoxds- . . 
a N . 10 -- S P xd P a r  

'sAU6t 14, 1.974 in Book 19 of Parcel 
a ,  Page ,F. stanlalaus County ~ s c o d s . .  :. 

areel No. 14 -- Senior C iz ne Cent  r 
& t s  la ehrough 31 in 810;; s ~ O  oL 01: C i t y  of ~odssto as per Map 
f i l e d  Decenibez 21, 1942 in Volume 15 of Maps, Stanislaua Cuunty 

City of Modesto a@ per Map filed 
apa , atanislaus County Recorde. 

atcel No. 27 -- ' $!arki& ' t o t  # 25 
&s 28 t ough 32 1n Block  55 of the C i t y  of Modeeto as per Ma filed 
~ecembet %, 1942 $6 volume 15 of naps, Bcanialaue county ~ e c o s ~  - 
w a e l  No. 18 -- Bira Station # 1. 
2hta 17 through 26 in Blogk 81 of the cicy of Modeeto as per Map f i l e d  
December 21, 1942 in Volume 15 of Maps, S t  anislaus County Records. 

arcel No. 19 - - Eire xi Lts 1 and 2 in  lo %:?%!! Creek Estates No. 1,as per Map filed 

Records. 
r Deonnber 13, 1966 I?Volum 21.0 Maps, Page 55 ,  Sban~slaus Collllty 



- - 
Pace1 Mape, ~ a g G  83,  8tanialkue county-Records. 

7, Parcel. No. 21 -- F e Sfzatziom # 
Parcel A as pal P z e l  Uap filed June 27,  1974 1 volume 19 of Maps, 
Page 51, Stanislaw County ~eoords. 

parcel No. 22 -- Fire Station #. 5 

All chat poreion of Lot 2 of the Fxesno Tract, at3 ger,mnp filed March 
4, .is03 in Volume! 1 of Mape. Page 76, stanislaus County Recorde, 
deecribed as follows : 

BE;GIMNG at a point: on the eask line of said Lot 2 located on the 
centexline of a 50 foot public'toad designated a6 oakdale Road on said 
map, which powt &s located North O 0  30' Weat 396 feet E m m  the 
southeast corner of said trot 21 thence f r o m  said point of beginning 
parallel t;o the south line of sai,d Lot 2, No*h 30' West 660 feet 
to a point on the west line of said Lot 21 .thence North o0  30' West 
along aaid weet line of said Lot 2 a distance of 153 .73  feet;; thence 
east parallel w i t h  the emth line'oE said Lot 2 ,  a distance of 660 
feet to a oint on the east Sine of said Lot 2, located on the center 
line of sa ! d Oakdale Road; chence alon the east line of said ;tot 2 

to the point of beginning. 
3 and the centerline of said Oakdale Roa , South 0 9 '  3.0' East: 174.24 feet: 

ALSO EXCEPTING 'IIEIEREFROM a l l  that portion thereof lying northerly of 
the north line of Burchell Court (formerly Northern Boulevard) 
extending wesCerly to the west: line of Lot 2 .  

ALSO EXCEPTfNQ THEREFROM a11 that portion thereof lying within 
Briggsmore Avenue, ~urchell Court and McEIenry Avenue. 

=SO EXCEPTXN~ THEREPRofl a l l  that certain p r o p e r t y  described in Deed 
to Cheater D. Chambere, recorded March 10, 1964 in Book 1929 at Page  
641, and in Reed to S.W.A.P., a Joint Venture, recorded July 10, 1962 
in Book 1780 at Page 1 4 5 ,  Stanielaus County Records. 

All that portion of Lot12 oE the Fxesno Tract, as per map filed March 
4, .I903 in Volume 1 .of Maps , Page 7 6 ,  StaxIislaus County Records, 
Saction 17, Township 3 South, Range 9 East, M.D , B . Gc M. , descxibed as 
follows : 

COMMENCXNG at: a'polnt on the southerly line of the property conveyed 
to Chester D. Chambetcj by Peed zecoxded May 7,  1959  in Volume 1545 of 
offioial Records at Page 321, as Tnstnunent No. 13137, Stmai~lau8 
County Records, said  point: being the northeastern aotneq of Parcel "E*, 
on the western line of Timothy Avenue as shown on the map entitled 
"Survey of a portion oE Lot: 2 of the Fkef3n0 Txact, f i l ed  April S6, 
1954 in Volume 6 ,  Record oE $ m e  e, page 53, Stanislaus County 
R ~ C O ~ S I  thence alo a line ae sngele eo the wearern line of 
Timothy Avenue, Nor% 890 30 1 Eaef, 30. OD feet to a point on the 
no~thexly extension of the centerline of Timothy Avenue? thence along 
eard northerly extension, North 00- 30'  ~est, 46.90  feet: t o  the true 
P o i a t  of bcgPnnin ; thence North 70 512' 29" E a s t ,  84.51 feet to a 
point on the nor&- iine of aaid chambere pzo srt which i s  also 
the southern line of the property corneyed to %o Cxky of Modest0 by 
Deed recorded October 12, 1957, as Insknunent No. 26217, stanislaue 
County Records. saf d l ine  also bein the eouthern l i n e  of Parcel "A" 
aa per map or ~cicorc~ of S w e y  f i l e% July 6 ,  ,1962 in ~ o ~ u m e  9 of , 



Survey8, Page 2 5 ,  Stanielaus County Redordsr 

(continued) 
odor No. : 904378 A 
Legal Deecription - continued 
thence alan paid line, Bouth 88' 32'  30" Eaet, 142.76 feet to a 314 

i r o n  p?pc at the southaaatern corner of 8aid Parcel nAw, 
corner being the northeast: corner of said Chavbelcs propaxky which is 
also a point on the weetern l i n e  of a 20 foot all@ conveyed l o  the. 

f r c i t  of ~odesto by Deed xecorded ~ c ~ o b e r  19, 1960 a Volume 1639 of 
Off aial  Recozds, at Page 695, as XnstrUment No. 29947,  S t ~ i s J , ~ ~ ~  
county Rccoxds; thence alopg said western line. South OD0 3or b e t ,  
60.SB feet; thence South 8 Z 0  47' 55" Wept, 155.59 feet  to the point: of 
beginning. 

EL 3 ;  

All t h a t  portion of Lot 2 oZ the .Fresno Tract, a6 per map filed ~ a c h  
4,  1903 in  Volume 1 of Mape, Page 76, s t e m l a u s  County Records, 
described as follows: 

BEOXNNI~$~ at the noztheast: corner of Parcel A, as srhown on a Record 
Su- Map of a portion of Lot 2 of the Presno Tract, f i l e d  July 6, 
1362 m Volume 9 of Record of Surveys, Page 25 ,  .SEgnislaus County . 
Recoxds; thence along the north line of Parcel '"AK South 890 4 6 '  S O W  
nest 135.63 feet to the true point of beginning; t6ince continuing - 

:;:n37 
snid north l ine  South 89-  4 6 '  50"  Weat 120.54 feet; thence south 

43" Eaec 166.35 feet to ehe southwest corner of property 
conveyed to the Cify.of Modesto by Deed recorded March T O ,  1964 in 
Volume 1929 ot official Records,. Pa e 6431 as Xnstrument No, 9843, 
Stanislaus county R e c o d a ;  thence ayon the west line of the City qP 
Modesto propelity as conve ed by Deed & ve referred to and the 
northerly extension of said westerly line North 7' 12' 29" B a s t  132.90 
f e e t ,  more or less, to the true point of bsg3nning. 

PARCEL 4:  

All that portion of Lot 2 of the Fresno Tract, as per map f i l e d  Maxch 
4,  1903 in Volume 1 of Maps, Page 7 6 ,  Stanislaus Cowty R e c o r d s ,  
described as follows: . 

B E G I ~ G  at Che northeast corner of P a r c e l  D, as shown on a Record oe 
Sume Map of a portion of Lot 2 of the F'resno Tract, filed April 16, i[ 1954 n Volume 6 of Record of Surveys ,  Page S3, Stanislaus CounCy 
Records ;  thence N o a h  83- 31' 3on West Gong the nozth XQne of said 
Parcel D and ita westerly exteasion, a &stance of 355.02 feet, more 
Or lees, to  the benterline of.TimoL'hy Avenue, as ehown on the Record 
of survey above xeferred tor.thtnce.North O 0  30' Wese, along the 
northerly extension of snid centerline OF Timothy Avenue to the 

. 

southwest corner of the property conveyed to the city of ~odeeto'by 
. Deed recorded March 10, 1964,  involume 1929 of Official Records, Page' 

643 ,  as XnsEmment  No. 9843, ~tgnislaus County ~ecords; Chence North 
82O 47'  55" E a s t  alon the south line of the C i t y  OF Modesto pxoperty, 
as conveyed by Deed &e referred to. to the southeaet corner 
thereof, said oint being on the west line of the pzope&y conveyed ' td  % the City of Ma esto by Deed recorded October 19, 1960 in Volume 1639 
of O f f i c i a l  Records, Page 695 ,  aa Xtrstrumanr. No. 2 9 9 4 7 , ,  ~ta.nialaus 
county Records: thence south along the west line of the . C i t y  of 
Modeeto properky as conveyed by Deed laet above reterred to, 71-83 
feel, more or leaa, to the point QE beginning. 



All chat. po*ion of kot 2 of the Fresno Tract, as per ma f i l e d  ~ - h .  

described as follows: 
f ;  4, '1903 in volume 1 of Maps, Page 76, Stanielauxl County @comb, 

cOMMRJCXNG at the 3/4 inch iron pipe set for  the northeastern corner 
of Parcel MA@, a8 per ma)! o f  Record of SU.rVe f i l e d  Jul 26 ,  3.962 in . il r Volume 9 of ~ecord of  Surveys, Page 25, Stan E3'laua Coun y Recards; . 
thence alang the northern line of said Parcel South.890 461 5041 
West, 135.63 feet to the northeastern corner of the pro arty aonveyed 
to Chester D. chambere by Deed recorded March lo, 1964 fn V01me 1929 
of O f f i c i a l  Recode, Page 642, as I n S t m n t  No. 9844, Stanis law 
.count Recoxdaj thence along the eaetexn line of the Charrbere pmperr;y 
md d e  wastarn line of the property conveyed to the C i t y  of ~ ~ d ~ s t ~  
by Deed recoxded'March 10, 1964 in Volytne 1929 of of f ic ia l  Records, 
Page 643, ae Xnstrurmnts No, 9843, stanzelaus County Recoxdtr, south 070 
52'  29" West,. 532.90 feet to'the eouthwestern corner 02 the city 

g rogerky as conveyed b Deed above kegerred to, and the t r u e  po;mt of 
. egrnnlngr thence 80U& 00' 30' 00" Bast, 48.44 feet, more or. less, 1-0 
a point on the southern line of  property conveyed .to Chester D. 
Chambere by ~ e e d  recorded May 7 ,  1959 ,  ae.Inetrument; No. 13137, 
Stanislaus Count Records, said point being on the cencerline of the 
60.00 foot ~irnot& Avenue, as shown On a Record of Surva f i l e d  April 

2' il 16, 1954 ih Volume 6 of Record of Surveys, Pa e 5 3 ,  S t a n  alaue county 
Recoxds; thence 'along said southern line of t e. pr,opert;y conveyed to 
Chambers by Deed laet above referred to and the north lxne of Timothy 
Avenue ae ehnwn on a Record of Survey filed April 16, 1954 in Volume 6 
of Record of Surveys, Page 53, stanislaus Count Records, North 889 I 30' Weet, 30.02 feet to a pint on the weskern 1 ne of Timothy Avenue, 
as shown on said Record of Surveys; thence along said western line, 
North o O O  30' 00" West, 0.52 feetl thence along a tangent curve 
concave to the sputhwest having a radius of lS.00 feet, a central 
angle of 46" 11' 13* and an arc length of 12.09 feet: to a point of 
reverse curvature f r o m  which a radial line bears North 43° 18' 4Vn 
East; thence along said xevexae curve cancave to the east, havin a 
radius DL SO. 0 0  feet , a central angle of 9 B 0  43 30r and an arc ?ength 
of 86.15 feet; thence along a radial l i n e ,  South 3.70' 57' 43" East, 
S0.00 feet to the southwest corner of  the ~ o p e r t y  conveyed to the 
C i t y  of Modesto by the Deed referred to an t e true point of 
beginning, 



EXHIBIT B 

BASE RENTAL PAYMENT SCHEDULE 

Period Ending Estimated Base Rental Payments Maximum Annual Base Rental 
payments* 

Closing Date to and 
including 

August 14,2007 
August 15,2007 to and 

including 
February 14,2008 

February 15,2008 to 
and including 

August 14,2008 
August 14,2009 
August 14,2010 
August 14,20 1 1 
August 14,20 12 
August 14,20 13 
August 14,2014 
August 14,20 15 
August 14,20 16 
August 14,20 17 
August 14,20 18 
August 14,201 9 
August 14,2020 
August 14,202 1 
August 14,2022 
August 14,2023 
August 14,2024 
August 14,2025 
August 14,2026 
August 14,2027 
August 14,2028 
August 14,2029 
August 14,2030 
August 14,203 1 
August 14,2032 
August 14,2033 

* Exclusive of Deferred Rental. 



EXHIBIT C 

DESCRIPTION OF THE 2007 PROJECT 

The 2007 Project consists of the acquisition, construction and improvement to John 
Thurrnan Field, located in the City of Modesto. 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING LEASE AGREEMENT 
AND FACILITIES LEASES 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Commission of 
the Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority 
organized under the laws of the State of California, and that as such I am authorized to execute 
this Certificate on behalf of the Authority. 

I hereby further certify that there is attached hereto full, true and correct copies of 
the following documents: 

1. Master Agreement, approved July 22, 1997, (the "Master Agreement") among the County 
of Stanislaus, the City of Modesto, the City-County Capital Improvements and Financing 
Joint Powers Agency, and the Redevelopment Agency of the City of Modesto. 

2. Reimbursement Agreement, dated as of March 1, 1998, (the "Reimbursement Agreement") 
by and between the City of Modesto and the Redevelopment Agency of the City of 
Modesto. 

3. Lease Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to Lease 
Agreement, dated June 15, 2000, Amendment No. 2 to Lease Agreement, dated 
October 15, 2002 and Amendment No. 3 to Lease Agreement, dated April 18, 2007 (as so 
amended, the "1 998 Lease"), each by and between the Authority and the City. 

4. Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public 
Properties), dated as of March 1, 1998, as amended by Amendment No. 1 to Site Lease, 
dated October 15, 2002 and Amendment No. 2 to Site Lease, dated April 18, 2008 (as so 
amended, the "Miscellaneous Site Lease"), each by and between the Authority and the 
City. 

5 .  Site Lease (Parking Garage), dated as of March 1, 1 998, as amended by Amendment No. 1 
to Site Lease, dated June 15, 2000 (as so amended, the "Parking Garage Site Lease"), each 
by and between the Authority and the Redevelopment Agency of the City of Modesto. 

6 .  Facilities Lease (Communications Dispatch Center), dated as of March 1, 1998 (the 
"Dispatch Lease") by and between the Authority and the City. 

7.  Facilities Lease (City-County Administration Building), dated as of March 1, 1998 (the 
"Administration Building Lease") by and between the Authority and the City-County 
Capital Improvements and Financing Agency. 

8. Facility Lease, dated as of April 1,2007, by and between the Authority and the City. 



9. Sublease, dated as of April 1,2007, by and between the Authority and the City. 

I hereby fixther certify that the Master Agreement, Reimbursement Agreement, 
1998 Lease, the Miscellaneous Site Lease, the Parking Garage Site Lease, the Dispatch Lease, 
the Administration Building Lease, the Facility Lease and the Sublease have not been amended, 
rescinded or modified, and are now in f5ll force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



IN WITNESS WHEREOF, I have hereunto set my hand as of the date set forth herein. 

Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
/ Stephanie Lopez ' 

Secretary 



Recording requested by 
and return to: 

Stanislaus, Count Recorder 

d ii Lee Lundri n Co ecorder Off ice 
DOC- 007-0048574-00 

CITY OF MODEST0 
Occt 502-Fidelity National Title 
Tuesday, RPR 17, 2007 08:00:00 

C/O Sidley Austin LLP 
555 California Street, Suite 2000 

TtlPd $0,00 Nbr-000231 1874 
OJM/R3/1-16 

San Francisco, California 94 104 

Attention: Danielle Lan, Esq. 

SUBLEASE 

by and between the 

CITY OF MODEST0 

and the 

MODEST0 PUBLIC FINANCING AUTHORlTY 

Dated as of April 1, 2007 

THIS TRANSACTION IS EXEMPT FROM FILING FEES PURSUANT TO CALIFORNIA GOVERNMENT CODE SECTION 6103 AND 
TRANSFER TAXES PURSUANT TO CALlFORNlA REVENUE AND TAXATION CODE SECTION 1 1928 



This SUBLEASE (the "Sublease"), executed and entered into as of April 1, 2007, by and 
between the CITY OF MODESTO, a charter city and a municipal corporation duly organized 
and existing under the laws of the State of California, as lessor (the "City"), and the MODEST0 
PUBLIC FINANCNG AUTHORITY, a joint powers agency duly organized and existing under 
the laws of the State of California, as lessee (the "Authority"); 

WITNESSETH: 

WHEREAS, the Authority previously issued its Lease Revenue Bonds, Series 1997 (John 
Thurman Field Renovation Project) (the "1997 Bonds") and Lease Revenue Bonds, Series 1998 
(Capital Improvements and Refinancing Project) (the "1998 Bonds") to assist in the financing of 
certain public capital improvements in the City; 

WHEREAS, the 1998 Bonds was issued pursuant to a trust indenture, dated as of March 
1, 1998 (the "1998 Indenture") by and between the Authority and The Bank of New York Trust 
Company, N.A., as successor trustee thereunder (the "1998 Trustee"); 

WHEREAS, the Authority has determined to rehnd all of the 1997 Bonds and a portion 
of the 1998 Bonds and to finance certain additional improvements to John Thurman Field, as the 
same may be changed from time to time (the "2007 Project"); 

WHEREAS, the Authority intends to assist the City in financing the 2007 Project by 
issuing the Modesto Public Financing Authority Lease Revenue Refunding and Capital 
Improvement Bonds, Series 2007 (the "Series 2007 Bonds") pursuant to a bond indenture, dated 
as of April 1, 2007 (the "Indenture"), by and between the Authority and The Bank of New York 
Trust Company, N.A. (the "Trustee"), as trustee; 

WHEREAS, CIFG Assurance North America, Inc. (the "Insurer") is the bond insurer 
with respect to the Series 2007 Bonds. 

WHEREAS, the Authority previously leased certain properties to the City pursuant to a 
Leasepurchase Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to 
Leasepurchase Agreement, dated June 15, 2000 and Amendment No. 2 to Leasepurchase 
Agreement, dated October 15, 2002 (as so amended, the "1998 Lease") under which the City is 
obligated to make lease payments for the lease of properties thereunder (the "Leased Property"); 

WHEREAS, pursuant to Section 7.2 of the 1998 Lease, the City may sublease the Leased 
Property or any portions thereof, as provided in the 1998 Lease; 

WHEREAS, in consideration of the Authority's assistance in financing the 2007 Project 
through the issuance of the Series 2007 Bonds and in consideration of the corresponding 
reduction in lease payments payable by the City under the 1998 Lease as a result of the partial 
refunding of the 1998 Bonds, the City will sublease to the Authority, pursuant to this Sublease 
and in accordance with the terms of the 1998 Lease, the Leased Property, as more fully described 
in Exhibit A hereto; 

WHEREAS, the Authority intends to lease back to the City the Leased Property pursuant 
to the terms of a Facility Lease, dated as of April 1, 2007 (the "Facility Lease") by and between 



the Authority and the City, pursuant to which the City will be obligated to make base rental 
payments to the Authority for the lease of the Leased Property thereunder; 

WHEREAS, the fair rental value of the Leased Property is sufficient to support the 
aggregate annual lease payments payable by the City under the 1998 Lease and under the 
Facility Lease; 

WHEREAS, pursuant to the terms of the 1998 Lease, the obligation of the City to make 
lease payments under the 1998 Lease will remain the obligations of the City and no portion of 
the Leased Property subleased to the Authority pursuant to this Sublease will be used for a 
purpose other than a governmental function authorized under the provisions of the Constitution 
and laws of the State of California; 

WHEREAS, all acts, conditions and things required by law to exist, to have happened 
and to have been performed precedent to and in connection with the execution and entering into 
of this Sublease do exist, have happened and have been performed in regular and due time, form 
and manner as required by law, and the parties hereto are now duly authorized to execute and 
enter into this Sublease; 

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF THE 
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER 
VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY AGREE AS 
FOLLOWS: 

SECTION 1. Subleased Premises. 

The City hereby subleases to the Authority (without option to purchase) and the 
Authority hereby subleases from the City, on the terms and conditions hereinafter set forth, the 
Leased Property, as more fully described in Exhibit A hereto. 

SECTION 2. Term. 

The term hereof shall commence as of the date hereof and shall remain in effect until the 
term of the Facility Lease expires as provided by Section 2.02 thereof, provided, however, that if 
Base Rental Payments (as defined therein) due under the Facility Lease remain unpaid at the 
expiration of the Lease term, then this Sublease shall not terminate until the earlier of 
(i) September 1, 2033, (ii) the date on which the Series 2007 Bonds have been paid in full, 
(iii) the termination of the term of the Facility Lease pursuant to Section 10.06 of the Facility 
Lease, or (iv) the termination of the term of the 1998 Lease. 

SECTION 3. Rental. 

The Authority shall pay to the City as and for rental hereunder the sum of One Dollar 
($1.00) on the date of initial issuance of the Series 2007 Bonds. 

SECTION 4. Pumose. 



The Authority shall use the Leased Property solely for the purpose of leasing the Leased 
Property to the City pursuant to the Facility Lease; provided that in the event of default by the 
City under the Facility Lease the Authority may exercise the remedies provided in the Facility 
Lease. 

SECTION 5. Right to Sublease. 

The City covenants that it has a leasehold interest in the Leased Property and has the 
right, pursuant to Section 7.2 of the 1998 Lease to sublease the Leased Property to the Authority. 

SECTION 6 .  Assignments and Subleases. 

Unless the City shall be in default under the Facility Lease, the Authority may not, 
without the written consent of the City, assign its rights hereunder or sublet the Leased Property, 
except to the Trustee, the proceeds of which shall be used to pay costs of the 2007 Project. 

SECTION 7. Right of Entry. 

The City reserves the right for any of its duly authorized representatives to enter upon the 
Leased Property at any reasonable time to inspect the same or to make any repairs, 
improvements or changes necessary for the preservation thereof, which right is exercisable only 
so long as the City is not in default under the Facility Lease. 

SECTION 8. Termination. 

The Authority agrees, upon the termination hereof, to quit and surrender the Leased 
Property in the same good order and condition as the same was in at the time of commencement 
of the term hereunder (with such modifications and improvements as are contemplated by the 
Facility Lease), and with reasonable wear and tear excepted. 

SECTION 9. Default. 

In the event the Authority shall be in default in the performance of any obligation on its 
part to be performed under the terms of this Sublease, which default continues for 30 days 
following written notice to and demand for correction thereof by the City, the City may exercise 
any and all remedies granted by law which do not adversely affect the interests of the owners of 
the Series 2007 Bonds, with the consent of the Trustee; provided that the City may not terminate 
this Sublease and shall exercise only remedies providing for specific performance hereunder. 

SECTION 10. Quiet Enioyment. 

The Authority at all times during the term hereof shall peaceably and quietly have, hold 
and enjoy all of the Leased Property. 

SECTION 1 1 .  Waiver of Personal Liability. 

All liabilities hereunder on the part of the Authority shall be solely liabilities of the 
Authority as a separate legal entity, and the City hereby releases each and every member, officer 



and employee of the Authority of and from any personal or individual liability under this 
Sublease. No member, officer or employee of the Authority shall at any time or under any 
circumstances be individually or personally liable hereunder for anything done or omitted to be 
done by the Authority hereunder. 

SECTION 12. Taxes. 

The City hereby agrees and covenants to pay any and all assessments of any kind or 
character and also all taxes, including possessory interest taxes, levied or assessed upon the 
Leased Property. 

SECTION 13. Eminent Domain. 

In the event the whole or any part of the Leased Property is taken by eminent domain 
proceedings, the interest of the Authority shall be recognized and is hereby determined to be the 
amount of the then unpaid or outstanding Series 2007 Bonds and all other amounts due under the 
Indenture and the Facility Lease attributable to such part of the Leased Property and any award 
in eminent domain proceedings shall be paid to the Trustee and the Trustee shall apply such 
award as provided in Section 7.02 of the Facility Lease, subject to the prior rights of the 1998 
Trustee. 

SECTION 14. Partial Invalidity. 

If any one or more of the agreements, conditions, covenants or terms hereof shall to any 
extent be declared invalid, unenforceable, void or voidable for any reason whatsoever by a court 
of competent jurisdiction, the finding or order or decree of which becomes final, none of the 
remaining agreements, conditions, covenants or terms hereof shall be affected thereby, and each 
provision of the Sublease shall be valid and enforceable to the fullest extent permitted by law. 

SECTION 1 5. Notices. 

All notices, statements, demands, consents, approvals, authorizations, offers, 
designations, requests or other communications hereunder by either party to the other shall be in 
writing and shall be sufficiently given and served upon the other party if delivered personally or 
if mailed by United States registered or certified mail, return receipt requested, postage prepaid, 
and, if to the City, addressed to the City at 1010 Tenth Street, Suite 5200, Modesto, CA 95353, 
attention: Finance Director, or if to the Authority, addressed to Modesto Public Financing 
Authority in the care of City of Modesto, City Hall, 1010 Tenth Street, Suite 5200, Modesto, CA 
95353, attention: Auditor and Treasurer, in all cases with a copy to the Trustee, or to such other 
addresses as the respective parties may from time to time designate by notice in writing. 

SECTION 16. No Merger of Interests. 

The leasing by the Authority to the City of the Leased Property pursuant to the 1998 
Lease, the subleasing by the City to the Authority of the Leased Property pursuant to this 
Sublease and the sub-subleasing by the Authority to the City of such Leased Property pursuant to 
the Facility Lease shall not effect or result in a merger of the Authority's leasehold estate 
pursuant to this Sublease. 

4 
SFI 14501 I 1  47922134 



SECTION 17. Amendment. 

The Authority and the City may at any time agree to the amendment of this Sublease, 
with the prior written consent of the Insurer; provided, however, that the Authority and the City 
agree and recognize that this Sublease is entered into as contemplated by the terms of the 
Indenture, and accordingly, that any such amendment shall only be made or effected in 
accordance with and subject to the terms of the Indenture. 

SECTION 18. Compliance with 1998 Lease; Covenant Not to Terminate or Amend the 
1998 Lease. 

The City agrees to comply with the terms of the 1998 Lease and make all payments due 
thereunder, as provided therein. The City and the Authority covenant not to terminate or amend 
the 1998 Lease so long as the Series 2007 Bonds are outstanding, unless such a termination or 
amendment of the 1998 Lease would not have a material adverse effect on the holders of the 
Series 2007 Bonds. 

SECTION 19. Subordination to the 1998 Lease. 

The City and the Authority hereby acknowledge that this Sublease and the rights granted 
hereunder are subordinate to the right of the City and the 1998 Trustee under the 1998 Lease, the 
1998 Indenture and the rights granted thereunder. 

SECTION 20. Section Headings. 

All section headings contained herein are for convenience of reference only and are not 
intended to define or limit the scope of any provision hereof. 

SECTION 2 1. Execution. 

This Sublease may be executed and entered into in several counterparts, each of which 
shall be deemed an original, and all of which shall constitute but one and the same instrument. 

SECTION 22. Governing Law. 

This Sublease shall be governed by and construed in accordance with the laws of the 
State of California. 



IN WITNESS WHEREOF, the parties hereto have executed and entered into the 
Sublease by their officers thereunto duly authorized as of the day and year first above written. 

MODEST0 PUBLIC FINANCING AUTHORITY, 
Lessee A' 

By: 
Authorized Officer 
M. Wayne Padilla 

CITY OF MODESTO, 
as Lessor 

,/ 7 
/ / /  

By: &&iffy . 

~Gthorized Officer 
M.Wayne Padilla 

Approved as to Form: 

By: 
City Attorney 
Susana Alcala Wood 



STATE OF CALIFORNIA ) 
) ss. 

COUNTY OF STANISLAUS ) 

On April 11,2007, before me, Shanna Willis , Notary Public, personally 

appeared M. Wavne Padilla , personally known to me 

to be the personfs) whose namefp) ishire subscribed to 

the within instrument and acknowledged to me that h e k k h k y  executed the same in hisffmtdreir 

authorized c a p a c i t w ,  and that by hishcrhhck signature# on the instrument the person@, or 

the entity upon behalf of which the person# acted, executed the instrument. 

WlTNESS my hand and official seal. 

&,k/& 
Notary's Signature 



STATE OF CALIFORNIA ) 
) s s .  

COUNTY OF STANISLAUS ) 

On April 11,2007, before me, Shanna Willis , Notary Public, personally 

appeared Susana Alcala Wood , personally known to me ferprrweeta 

to be the personfs) whose n a m e  isfare subscribed to 

the within instrument and acknowledged to me that W s h e h k y  executed the same in MerAhch- 

authorized capacity(&, and that by Mer3t)ltir s i g n a t u r e  on the instrument the personfs), or 

the entity upon behalf of which the personfsj acted, executed the instrument. 

WIlTESS my hand and official seal, 

* ,  

Notary's Signature 



EXHIBIT A 
Legal Description of the Sites 



. Lepal Descri~tion of the Sites 

1 . -- Plovd Park 
~ ~ ~ & N ~  a2 B as per parcel Uap filed O C ~ O ~ ~ X  9 ,  1969 in Volume 7 of 
Pared Mapap"page 6 8 ,  Stanislaus County Records. 

P ~ f c e l  No. 3 -- C tion Fac 
An v de one-=t:eresc in* f o , l d n g :  
Pa1%?2'as~~er Pariel Map f i led September 24. 1979 in Volume IS of 
Parcel Mapa, Page loo ,  stanielaus County Reoorde. 
arcel No. 4 -- Polios racilit 
%t. 1 ttvu 32, inclusive, i n  k o c k  71  of the CITI OF MODBm, per nap xecorded Dacernbcr 21, 1942 in Volume 15 oe Mape. Stanlalaus c,,unty' 
Records. 

All that real. zoperty i n  the state of  CaLffornla, Count of 
StanIsla~ts, ~ i f y  of ~ o d e s f o ,  betlag a portion ~f the ~ o r d e a s t  quareer 
of Sact ion 32, T o w h i p  3 South, Range 9 Cast, Mount Diablo Base and 
Meridian, described as followrr: 

I 

That ortlon of ehe 20-foot alley i n  Block 71 as deiineated on the 
offic?al Ma of the City of  Modesto, as per mPp filed pecewbcr 21, 
1942, in vofunm' 15 of Haps, stanielaus County R e w r d s ,  described as 
follows: 

Be inning at the most Southerly comer of 16 in @aid Block 71 
ea!d point being on the Northcaetern llne of said 20 .00  foot a l l e 8  in 
Block 7x1 thence alon said Norkheastern line of eaid allay, 43- 
29' 30b  Weet, 150.00 Zeet, to the most Souther1 corner of  ~t 1 0  i n  
Block 71; khesca South 46' 30'  30" W e ;  20.00  Let. to the nost  
Northerly corner of Lot: 22 in Block 71, said point: behg on the 
southwearetn line of the 20.00 foot alley i n  Block 71) thence along 
said Southwestern l ine  of said alle , South 43. 29'  30* East, 1 ~ 0 . 0 0  
feet, to thk most easterly corner og Lot 17 i n  Block 71 ,  paid point  
be ing  on the Northvaeeern line of B0.00 foot "Pa SErae t l  ,thence along 
aaid Northweatern line of *Fa Street, North 4 6 O  30' 30. 'East. 20.00 
f-t, to ,the paint of beginning. -.-- , . . 

All that portlon, of Block 67 of the Qty of Modesto, as per the official map tfiereof, filed in 
Book 1S of Maps, together wlth the abandoned alley tllereln, lying in the south half of Section 
29, Township 3 South, Range 9 East, Flaunt Dlablo Base and Meridian, Ci0/ of Modesto, CaunW 
of Stanlslaus, State of Callfornla, described as follows: 

BEGINNING at the north comer of & Block 67, said pdnt being the intersdoh of the 
southwesterly line of 80.00 feet wlde E k e n t h  Street wilh the southeasterly llne of 
80.00 feet wide K Street; thence on sald Southeastetly Ilne, South 46"48'48" West 
253.06 feet. thence South 43'09'48" East 167.50 feet; thence North 46"50'12" B s t  
23.24 feet; thence ~orrth'43~09'48" East: 17.52 feeb thence NorG 46950'12" East 16.00 
feet thence South 43O09'48" East 16.00 feet; thence South 46"50f12" West 16.00 feet; 
thence Soulh 43O09'48" East 12.97 feet; hence South 46m48f4S" West 54.07 feet: 
thence North 88O1Ir12" West 30.10 feet to the northeasterly llne of 70.00 feet wlde 1~~ 
Street thence on said northeasterly line, South 43°10'10" East 207.48 feet W tothe 
mrthwesterly line of 80.00 feet wide 3 Street: thence on said notthwatarlx line. Nortll 
46O473OW East 305.16 feet to the southwesterly line of 80.00 feet wlde 11 Street; 
thence on said southwesterly Ilne, North 43@0gr48" west 400.08 feet to the polnt of 
beginning. 

' Containing 2.522 acres, more or less. 



7 -- on P a t  
~ ~ c ~ ? ~ ~ :  1 as E?ParcelbMap filed Janu- 28, 1980 in  Volume 30 
Parcel Mape, Page 13, Stanislaus County ~ecorde. 

LC od ark axcel. No 
t 1 in &a Igli? Ho!l~wood Pork No. 2 a8 ppz Map filed Febmary 

k , . a p j e  in B ~ I C  27 oi ~.pe, page 44, ~ t a n i ~ l a u a - C O W  R~CO*, 

arae 1 N'. 9- -  Riverside P ax& 
gaze, AS 
P W C ~ : ~  1 and 1-A as per Pamsl. Map recorded May 16, 1966 in ~~~k of 
Parcel Mapa, Page 134, Stanislaus County Records. 

Exce tin Therefrom Parcels B-3 and 8-2  a6 per Paroe1 Map f i led  June 
5, 1 k 74 9 n ~ o o k  19 OE Parcel Mapa, page 31, Stanislaus county Records, 

Parcel B r  
parcel No. A as per map filed June 5 ,  1974 i n  Book 1 9  of Parcel M ~ ~ ? ~ ,  

.Page 31, Stanislaus County Recoxds. . . 
a Np . -- 8 ar $s% B ae1;er m ~ ~ ~ x $ e d 4 A u g u ' 6 t  14. 1974 i n  Book 19 of Parcel 

Maps, Page 7 5 ,  Stanielaus County Records. . '  

atroal No. 22 -- McHenrv Mansio 
C B  17 through 24 in Block 122'of the C i t y  of Modeseo ae 

kce*er 21. 3941 in volume 15 of ~ s p s ,  Stanislaue county KEZ:. 

ard 4 -- Senior Citizene Center 
!k=:8uzer2ugh 31 n B oak 590 ot the C i t y  of ~odesto as per Map 
f i l e d  WccmbeC 21, :94Z1in Volume 15 of Maps, Stanislaue County 
Records. 

arcel No. 1 5  -- Park- structure 
%t S Shrough 12 i n  Block 68 of* the Ci ty  of Modesto ae per Map filed 
December 21, 1942 in Volume 15 of Maps, Stanislaus County R e c o r d s .  

Parcel No. 17 -- ~ a r k k a  ' t o t  # 25 
Lots 28 through 32 in  Block 55 oC the C i t y  of Modesto as per: Map filed' 
December 21, 1942 i n  Volume 15 of Maps, G t d e l a u e  County Records. 

axael No. 18 - -  FArs Seat: on Lte I7 through 26 in Bloc: 81*0: the ciey of Modeeto as per Map i i l e d  
Decentber 21, 1 9 4 2  in Volume 1S of Mape, Stanislaus County Records. 

arcel No. 19 - -  Fire n 
LTats 1 and 2 in ~ l o s k  %%f ! Creek Estates No. 1 as per Map f ilcd 
December 13, 1966 I n  Volume 21.0 Maps, Page S5, Stanislaus county 
Records. 

=$ 



aroel No. 20 -- Fire Station # 6 -  arce el No. c as per parcel Map gi led  A u p e t  17. 1977 in Book 25 of 
Parcel Mape, Page 83, Gtanislaue County ~ecords. 

Page $1, ~ta%islaw count? Records. 
---. L--. 

Ea 2 
1; 

All that portion of Lot 2 of the FXe3m Tract, as P e r m a p  filed March 
4, .I903 in Volume! 1 of Mape, Page 76, s t ~ i ~ l a u a  County Recorde, 
described as follows: 

BEGINNXNG at a point: on the east l ine of said Lot 2 located on the 
centerline of a 50 foot public'xoad designated ae Oakdale Road on said 
map, which point is located North O0 30' Weet 396 feet Prom the 
southeast cornier o f  said Zlot 2 ; thence from said point of beginning 
parallel t;o the south line of sajd Lot: 2 ,  No~th 88O 30' West 660 feet  
to a point on the west l ine 02 said  mt 21 .thenae North oa  304 West: 
along sa id  west line of said Lot ?. a distance of 153-73 feet;; thence 
east parallel wikh the south line of said Lot 2, a distance of 660 
feet: to a oinr on the east line of said Wt 2, located on the cater 
line ct. Baed Oakdale Road? Fhence along the east l ine of Lot 2 
and the centerline of said Oakdale ~oad, South 0 9 '  3.0' East 174.24 feet: 
to the point of beginning. . ' 

ALSO EXCEPTING THJ3REFROM all that; ortion thereof lying northerly of 
the north line of I3urchell Court (~ )on 'neZly  Northern Boulevard) 
extending westerly to the west ldne of L o t  2 .  

ALSO EXCEPTXNQ THEREFROM all that: portion thereof lying within 
Briggemore Avenue, ~urchell Court and M c H e w  Avenue. 

ALSO E~CEPTMU THEREFRON a l l  that certain property described in Deed 
to Chester D. Chambere, recorded March 10, 1964 i n  Book 1929 at Page 
641, and in Deed to S.W.A.P., a Joint Venture, recorded July 10, 1962 
in Book 1780 at Page 135, Stanielausr County Records. 

PARCEL' 2 : 

All that portion of &t,2 of the Fresno Tract, as per map f i l e d  March 
4,,1903 in Volume 1 -of Maps Page 76,  Stanislaus County Records, 
Section 17, Townehip 3 sat&, Range 9 East, M.D , B . & M. , described as 
Eollows : 

COMMENCING at= n'point on the southerly line of  the propaty conveyed 
to Chester D. Chamberg by Deed mcoxded May 7,  1959  i n  Volume 1545 of 
O f f i c i a l  Records at Page 321, as Instxument No. 13137, Seanislaus 
County Records, said point being the noztheastetn aorneF of Parcel: "Em, 
On khe weetern l i ne  of Timothy Avenue as ahown on the map entitled 
"Survey of a poztion oE Lot 2 of the Fxesno Tract, fi led Apri l  36,  
1954 in VoLume 6 ,  Record oE S u w e  e, page 53, s t ~ i s l a u t 3  County 
Records( thence alo a l ine  at d g h t  angels co the weetern l ine of 
~iroa~hy   venue, NorX 89 30 east, 30.00 feeit tm a point on the 
noxthexl exteneion of the  centerline of Timothy Avenue; thence along t said nor hexly atension, North 000 30' West, 46.90 feet  to the true 
point of  beginnin ; thence North 79 52 '  29" Eaet, 84.51  geet,to a 
point on the nort%- l ine of eaid Chambers pro srh which IS also 
the southern l ine of the property conveyed to &a diy of Modest0 by 
Deed recorded Octobex 11, 19S7, as Insknuaent No. 26217, ~tanis laue  
County Recoxds. sa5d l i n e  a160 bein the eouthern Jine of Pawel "A" 
as per map of ~doord of! Surrvey f i l e  8 JUly 6 ,  ,1962 m Volume 9 of , 



Surveys, Page 25,  ÿ tan is la us County ~eco-rdsr 

( continued) 
O r d e r  No.: 904378 jr 
mgsl Description - c&inued 

thence aldn said line, South 8 8 O  32' 30" Eaet, 142.76 feet to a 3/q 
inch i m n  p?ps at the soukheantern corner of said Parcel * J i m ,  said 
corner being the northeast corner of: said Chamber6 property which is 
also a point on the weetexn line of a 20 foot al l@ conveyed to the  f c i t  of Modesto by Weed xecorded october 19, 1960 n Volums 1639 of 
O~~Kcial ~ e c o d e ,  at Page 695, as xnetrunent NO. 29947,  S t ~ ~ l a u a  
county Records; thence alow eaid western line, south 00° 304 met;, 
60.58 Eeet; thence South 8 2 O  47'  5 5 l  We&, 155.59 eeet to the point: of 
beginning. 

EL, 3 :  

All that portion of Lot 2 of the.Fresno =act, as per ma filed ~ m c h  
4, 1903 $n Volume 1 of Nape. Page 7 6 ,  Sta@slaus County geccrda. 
described as follows; 

B E G I X N N I ~ ~  at the northeast: carner of Paxcel A, as shown on a Re~ord 0~ 
Suwey Map of a portion of Lot 2 of the Ptesno Tract, filed auly 6 ,  
1962 Ln Volume 9 of Record of Surveys, Page 25 ,  Stwislaue Couxlty . 
Records; thence along the noxth line of Parcel '"An South 8S0 4 6 '  S O U  
West 135.63 feet: to the true point of beginning; &nce ronkinuing . 

;;:n!!~ eaid north line South 8 9 -  46 '  SOn Weat 120.54 feet; thence south 
43n EaBC 166.35 feet to the sout;hw@~t corner of property 

conveyed Lo the City.oE Modersto by Deed recorded March 10, 1964 in 
Voluxne 1929 of O f f i c i a l  Rec~xds, Pa s 643, a6 Xnstrument No. 9843, 
Stanisleus county Recorda; thence d o n  t h e  west line of the C i t y  qf 
Modeabo property as con- ad by Deed a&ve referred to and the 
northerly extension o f  sdd westerly line North 7' 51  29' Eaet  132. so 
Eeet, more or less, to the true point of beginning. 

All that portion of Lot 2 of the Fresno T r ? C t l  as per map f i l e d  March 
4 ,  1903 in Volume 1 of Maps, Page 76, Stanxslaus County Records, 
described as followa: . 

BEGXNNMO at; t:he northeast corner of P a z c e l  D, as shown on a Record of 
Sunte Map of a portion of Loi: 2 of the Fresno Tract, filed April 16, 
1954 % V o 1 w e  6 of Record of Surveys, Page 53. S t ~ i e l a u s  County 
Records; thence North 83- 31' 30' West along tho north line of said 
Parcel D and i t 6  westerly extension, a distance of 155.02 feet, more 
or lees,  to the &enterline ofaTimothy Avenue, ae ehown on the Reaord 
of Survey above referred t o p  thence .North 00 30 West, along the 
noeherly extension of said centerline o f  TimotJly Avenue to the 

. 

. southwest corner oE the property conveyed to the city oE M0destq.b~ 
Deed recorded March lo, 1964, in volume 1929 of Official Records, Page' 
643, as Xn6Erumen.t  No. 98.93, sranislaus County ~ e c o r d s ~  thence North 
8 Z 0  47' 5SW East alon the eouth line of the City of Modesto pXopereY. 
a8 corneyed by Deed &e referred to, to the southeaet corn.= 
thereof, aaid oint baing on the w e t  line of the pmperty conveyed ' t d  
the City of Hc!i.esto by ~ e e d  recorded %toher 19, 1960 in Volume 1639 
of QCricial Records, Page 695, as Xhstxument: No. 29947,. stanislaus ' 

county Records: thence south along the west line of the .City of 
Mdeeto property as conveyed by Deed laet; above referred to, 71-83 
feet, more or leas, to the point of beginning. 



. . 

~ 1 1  that pad ion  of kot 2 of the Fresno Tract, ae per map filed Marchp 
4, 'as03 i n  volume I of Maps, Page 76, Stanidaus County Records, 
described as f o l l ~ :  

COMMRJCX~ at the 3/4 inch Iron pipe set f o r  the northeastern comer 
of parcel "Am, as per map of Record of S W C  f i l e d  July 26,  1962 in 
Volume 9 of Record of Surveys, Page 25, stenXBlaua County Rooozdsi . 
thence along the northern line of said Parcel "A*,  South ,890 46 * 5 0 ~  , 

West, 135.63 feet: to the northeastern corner of the pro erty aOnveyed !I to Chester D. chatribere by Deed recorded Mach 10, 1964 n Volume 1929 
of Oft ic ia1 Recorde, Page' 641, as Instrument NO. 9844, Stttn$slaw 
,count Rsacordsj thence along the eaetern line oe the Chambers property 
and tf;a western line of the property conveyed to the City of N O Q U ~ ~  
by Deed recorded March 10, 1964 i n  Volyme 1929 Ofticia1 Records, 
Page 643, ae 3nstrurmnt No, 9843, stanaelaue County Records, south 07- 
$2' 29" West,. 532 .90  feet to'the southwestern corner oP the City 
gtopexty as conveyed b Deed above referred to, and the tnre poznt of 
. cganning) thence SoutK 00° 30' 00" East, 46.44 feat, more or i s a s ,  to 
a point on the southern line of progelety conveyed to Chester b. 
Chatubere by ~ e e d  recorded Nay 7, 1959, as.Xnetrument No..13337, 
Stanislaus Count Records, said point being on the canterline of the 
60.00 foot TimotKy Avenue, as shown on a R ~ C O ~  of surve f i l e d  April 
16, 1954 ih Volume 6 of Record of Surveys, Pa e 53, Stan slaue County z r 
Records; thence'along eaid southern line of t:'e.*opertv conve ed to 
Chambers by D e e d  Iaet above referred to and the n o h h  rrns of &-thy 
Avenue am shown on a Record of Sunrey filed ~ p r f l  16, 1954 in Volunie 6 
of Record of Surveys, Page 53,  stanislaus Count Recorda, North 880 

?i 30 '  Weet, 30.02 Feet Eo a pint on the western 1 ne of Timothy Avenue, 
as shown on said Record of Gurneys; thence along said westexn line, 
North 0 0 0  30'  00" Wcst, 0.52 feet; thence along a tangent curve 
concave to the asuthweet having a radius of  3.5.00 feet, a centxdl. 
angle of 460 11'1 13" and an arc length of 12.09 feet to a point of 
reverse curvature from which a radial line bears North 439 18' 47' 
East; thence along said reverse cuxve concave ko the east, havin a 
radius of 50.00 feet , a central angle of 96. 43 30". and an arc ?ength 

. of 66.15 feet; thence along a radial l i n e ,  South 3.70 57 43' B a s t ,  
SO-00 Feet to the southwaet corner of  the ro erty conveyed to the 
C i F y  oE Modesto by +he Deed referred to an3 t& true paint of 
beginning. 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING LEASE AGREEMENT 
AND FACILITIES LEASES 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Commission of 
the Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority 
organized under the laws of the State of California, and that as such I am authorized to execute 
this Certificate on behalf of the Authority. 

I hereby further certify that there is attached hereto full, true and correct copies of 
the following documents: 

1. Master Agreement, approved July 22, 1997, (the "Master Agreement") among the County 
of Stanislaus, the City of Modesto, the City-County Capital Improvements and Financing 
Joint Powers Agency, and the Redevelopment Agency of the City of Modesto. 

2. Reimbursement Agreement, dated as of March 1, 1998, (the "Reimbursement Agreement") 
by and between the City of Modesto and the Redevelopment Agency of the City of 
Modesto. 

3. Lease Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to Lease 
Agreement, dated June 15, 2000, Amendment No. 2 to Lease Agreement, dated 
October 15, 2002 and Amendment No. 3 to Lease Agreement, dated April 18, 2007 (as so 
amended, the "1998 Lease"), each by and between the Authority and the City. 

4. Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public 
Properties), dated as of March 1, 1998, as amended by Amendment No. 1 to Site Lease, 
dated October 15, 2002 and Amendment No. 2 to Site Lease, dated April 18, 2008 (as so 
amended, the "Miscellaneous Site Lease"), each by and between the Authority and the 
City. 

5 .  Site Lease (Parking Garage), dated as of March 1, 1998, as amended by Amendment No. 1 
to Site Lease, dated June 15,2000 (as so amended, the "Parking Garage Site Lease"), each 
by and between the Authority and the Redevelopment Agency of the City of Modesto. 

6. Facilities Lease (Communications Dispatch Center), dated as of March 1, 1998 (the 
"Dispatch Lease") by and between the Authority and the City. 

7. Facilities Lease (City-County Administration Building), dated as of March 1, 1998 (the 
"Administration Building Lease") by and between the Authority and the City-County 
Capital Improvements and Financing Agency. 

8. Facility Lease, dated as of April 1,2007, by and between the Authority and the City. 



9. Sublease, dated as of April 1,2007, by and between the Authority and the City. 

I hereby further certify that the Master Agreement, Reimbursement Agreement, 
1998 Lease, the Miscellaneous Site Lease, the Parking Garage Site Lease, the Dispatch Lease, 
the Administration Building Lease, the Facility Lease and the Sublease have not been amended, 
rescinded or modified, and are now in full force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF, I have hereunto set my hand as of the date set forth herein. 

Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
/ StephanieLopez ' 

Secretary 
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Dated as of March 1, 1998 

between the 

MODEST0 PUBLIC FINANCING AUTHORITY 
as Lessor 

and the 

CITY OF MODEST0 
as Lessee 
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LEASEIPURCHASE AGREEMENT 

THIS LEASEfPURCHASE AGREEMENT, dated as of March 1, 1998, by and between 
the MODEST0 PUBLIC FINANCING AUTHORITY, a joint powers agency duly organized and 
existing under the laws of the State of California, as lessor (the "Lessor"), and the CITY OF 
MODESTO, California, a charter city and a municipal corporation duly organized and existing 
under the laws of the State of California, as lessee (the "Lessee"); 

WHEREAS, the Lessor is authorized to issue its obligation pursuant to the Marks-Roos 
Local Bond Pooling Act of 1985, constituting Article 4, Chapter 5, Division 7, Title 1 
(commencing with Section 6584) of the California Government Code, as amended (the "Act"), 
for its purposes, including providing funds under a program to finance or refinance the "Cost" 
of various "Public Capital Improvements" (within the respective meanings of such terms in 
Sections 6585(d) and (g) of the Act); and 

WHEREAS, the Lessee is a "local agency" (within the meaning of such term in 
Section 6585(f) of the Act, a "Local Agency") and intends to undertake, in conjunction with the 
City-County Capital Improvements and Financing Agency (the "Financing Agency"), and the 
Redevelopment Agency of the City of Modesto (the "Redevelopment Agency"), the acquisition, 
construction andlor installation of certain public capital improvements, all as more fully described 
in Exhibit D hereto (each a Component of the Project and together with other improvements, the 
"Project") which facilities are Public Capital Improvements under the Act; and 

WHEREAS, in conjunction with the financing of the Project, the Lessee has determined 
to advance refund its Certificates of Participation (Capital Improvements Projects), which are 
currently outstanding in the aggregate principal amount of $3,250,000 (the "1986 Certificates"); 
and 

WHEREAS, in furtherance of the Project and the advance refunding of the 1986 
Certificates, the Lessee and the Redevelopment Agency have entered into Site Leases (recorded 
concurrently herewith), each dated the date hereof, with the Lessor (collectively, the "Site 
Leases") wherein the Lessee and the Redevelopment Agency, respectively, will lease to the Lessor 
certain real property (individually a "Site" and collectively, the "Sites"); and 

WHEREAS, in furtherance of the Project, the Financing Agency will lease to the Lessor 
rights of the Lessee consisting of the exclusive use and possession of certain air space, together 
with the use of common areas, in the administrative facilities to be constructed on the City 
County Administration Building Site pursuant to a Facility Lease, dated the date hereof, by and 
between the Lessor the Financing Agency; and 



WHEREAS, the Lessee will lease to the Lessor its one-half undivided interest in the 
Communications Dispatch Center, together with rights and interests of the Lessee to the use of 
common areas, pursuant to a Facility Lease (collectively, such facility leases are referred to herein 
as the "Facility Leases"), dated the date hereof, by and between the Lessee and the Lessor; and 

WHEREAS, the Lessor proposes to lease the Sites, together with the Components of the 
Project to be constructed andfor installed on the Sites, to the Lessee (collectively, the "Leased 
Property") and the Lessee proposes to lease the Leased Property from the Lessor, pursuant to and 
in accordance with the terms of this Lease; and 

WHEREAS, in order to provide funds to finance the costs of the acquisition and 
construction of Components of the Project, together with the advance refunding of the 1986 
Certificates, the Lessor has authorized the issuance of its Lease Revenue Bonds, Series 1998 
(Capital Improvements and Refinancing Project) in an aggregate principal amount not to exceed 
$6 1,430,000; and 

WHEREAS, the Bonds will be issued and secured under a Trust Indenture (the 
"Indenture"), dated as of March 1, 1998, between the Lessor and Harris Trust Company of 
California, as trustee (the "Trustee"); and 

WHEREAS, pursuant to the Reimbursement Agreement, the Redevelopment Agency is 
obligated to pay to the Lessee the costs of the Component of the Project constituting the public 

i parking garage, together with related improvements, as more fully described on Exhibit D hereto; 
and 

WHEREAS, the Lessee has found and determined that the Leased Property as of the dated 
date hereof has fair value sufficient to make certain Lease Payments (as hereinafter defined) as 
set forth in Section 4.3 hereof; and 

WHEREAS, the Lessor has assigned all of its rights, title and interest under this Lease 
to the Trustee under the Indenture as security for the Bonds; 

NOW, THEREFORE, in consideration of the above premises and of the mutual covenants 
hereinafter contained and for other good and valuable consideration, the parties hereto agree as 
follows: 

ARTICLE I 

DEFINITIONS AND EXHIBITS 

SECTION 1.1 Definitions and Rules of Construction. Unless defined herein, or the 
context otherwise requires, the capitalized terms used herein shall for all purposes of this Lease 
have the meanings specified in the Indenture. Unless the context otherwise indicates, words 
importing the singular number shall include the plural number and vice versa. The terms 



"hereby", "hereof', "hereto", "herein", "hereunder" and any similar terms, as used in this Lease, 
refer to this Lease as a whole. 

"Authorized Re~resentative of the Lessee" means the City Manager or the Finance 
Director or any other person designated by the Governing Body of the Lessee to act on behalf 
of the Lessee under or with respect to this Lease, or with respect to the construction of the City- 
County Administration Building or the Communications Dispatch Center, the Project 
Administrator (as such term is defined in the Master Agreement), or designee thereof, as such 
person has been appointed by the Financing Agency. 

"Bond Insurer" means Ambac Assurance Corporation, a Wisconsin-domiciled stock 
insurance company. 

"Certificate of Comvletion" means, with respect to each Component of the Project, a 
certificate of the Authorized Representative of the Lessee certifying that such component of 
Project has been acquired, constructed, rehabilitated, remodeled, installed and accepted by the 
Lessee, and that all Project Costs therefor have been paid. 

"Components of the Project" means the Components of the Project as set forth on Exhibit 
D hereto. 

"Contractors" means the contractors or vendors from whom the Lessee has ordered or 
caused to be ordered or with whom the Lessee has contracted or caused to be contracted for the 
acquisition, construction, rehabilitation, remodeling and installation of the Project. 

"Costs" - means the price paid or to be paid for the acquisition, construction, rehabilitation, 
remodeling or installation of each Component of the Project and related equipment, in accordance 
with the purchase order or contract therefor. Costs include the costs of site preparation necessary 
for the installation of each Component of the Project, as well as the administrative, engineering, 
legal, financial and other costs incurred by the Lessee (or entities performing such work for or 
on behalf of the Lessee), the Lessor (on behalf of the Lessee) and the Contractors in connection 
with the acquisition, construction, delivery, installation and financing of each Component of the 
Project. 

"Countv" means the County of Stanislaus, California, a political subdivision organized and 
existing by virtue of the laws of the State of California. 

"Dated Date" means March 1, 1998. 

"Facilitv Leases" means the (i) Facility Lease (City-County Building), dated the date 
hereof, by and between the Financing Agency and the Lessor, relating to the lease of the Lessee's 
interest in the City-County Administration Building, together with its interests in the use of 
common areas, and (ii) Facility Lease (Communications Dispatch Center), dated the date hereof, 
by and between the Lessee and the Lessor, relating to the lease of the Lessee's undivided one-half 
interest in use of the Communications Dispatch Center, including the Lessee's undivided one-half 



( interest in the Communications Center Site, together with its interests in the use of common 
areas. 

"Financin~ Agencv" means the City-County Capital Improvements and Financing Agency, 
duly organized and existing under a Joint Exercise of Powers Agreement, dated December 17, 
1996, by and between the County of Stanislaus and the Lessee. 

"Governing Bodv" means the City Council of the Lessee. 

"Insurance Consultant" means any independent, qualified person or firm reasonably 
believed by the Lessee to be knowledgeable with respect to insurance carried by, required for and 
available to the City of Modesto, including a pooled self-insurance program in which premiums 
are established on the basis of the recommendation of an actuary of national reputation. 

"Lease" means this LeaseIPurchase Agreement, including all Exhibits hereto, and any duly 
authorized and executed amendment or supplement hereto. 

''Lease Payment" means any payment due from the Lessee to the Lessor under 
Sections 1.4 and 4.3 hereof. 

"Leased Unit(s) of the Proiect" means (i) the Public Parking Garage and related 
improvements, including the Public Parking Garage Site, (ii) the Lessee's interest in the City- 

(, County Administration Building, including the Site upon which such facility shall be constructed, 
including the rights and interests of the Lessee to the use of common areas related thereto, such 
facility to be located on the City-County Administration Site, (iii) the Public Parks Sites, (iv) the 
Lessee's undivided one-half interest in and to the Communications Dispatch Center, including the 
Lessee's undivided one-half interest in the Communications Center Site, (v) the Lessee's interest 
in and to the Police Headquarters Building, including the Police Headquarters Building Site, and 
(vi) the Lessee's interest in and to the Miscellaneous Public Property, all as more fully set forth 
in Exhibit B hereto. 

"Leased Provertv" means each Leased Unit of the Project and the Sites upon which such 
Leased Units of the Project are to be constructed or installed or are located, all as more fully set 
forth in Exhibit B hereto, as such property may be changed from time to time in accordance with 
Section 5.3 hereof. 

"Lessee" means the City of Modesto, a charter city and a municipal corporation duly 
organized and existing under the laws of the State, and a Local Agency under the Act, its 
successors and assigns. 

"Lessor" means the Modesto Public Financing Authority, a joint powers agency duly 
organized and existing under the laws of the State of California. 

"Master Agreement" means that certain Master Agreement, dated as of July 27, 1997, by 
and among the County, the City, the Redevelopment Agency, and the Financing Agency. 



"Motor Vehicle License Fee Revenues" means those amounts allocated to the Lessee by 
the State Controller pursuant to California Revenue and Taxation Code Section 11001, et seq. 

"Net Proceeds" means any insurance or condemnation proceeds, paid with respect to any 
Leased Unit of the Project, or component thereof, remaining after payment therefrom of all 
expenses incurred in the collection thereof. 

"Permitted Encumbrances" means, as of any particular time (i) with respect to each Site, 
the exceptions shown in the Title Report, dated March 11, 1998, to be issued by Fidelity National 
Title Insurance Company, (ii) the Reciprocal Easement, Access, Operations and Maintenance 
Agreement, among the Redevelopment Agency, and the Financing Agency; (iii) Memorandum 
of Understanding by and among the Lessee, the County of Stanislaus, the Redevelopment Agency 
and the Financing Agency; (iv) liens for general ad valorem taxes and assessments, if any, not 
then delinquent, or which the Lessee may, pursuant to provisions of Article V hereof, permit to 
remain unpaid; (v) this Lease, as it may be amended from time to time; (vi) the Site Leases; (vii) 
the Facility Leases; (viii) any right or claim of any mechanic, laborer, materialman, supplier or 
vendor not filed or perfected in the manner prescribed by law; (ix) easements, rights of way, 
mineral rights, drilling rights and other rights, reservations, covenants, conditions or restrictions 
which exist of record as of the Dated Date (or as of the date of execution of an amendment to 
this Lease in the event of additional Leased Units of the Project) and which Lessee certifies in 
writing will not materially impair the use of the Leased Property by the Lessee; and (x) 
easements, rights of way, mineral rights, drilling rights and other rights, reservations, covenants, 
conditions or restrictions established following the date of recordation of this Lease and to which 
the Lessor and the Lessee consent in writing. 

"Proiect" means the Project described in Exhibit D hereto. 

"Proiect Fund" means the Project Fund established under the Indenture. 

"Public Parks Sites" means all of the land constituting the sites of the Public Parks Sites 
as described on Exhibits B and C hereto, together with all other improvements, facilities and 
property thereon. 

"Redevelopment Agency" means the Redevelopment Agency of the City of Modesto. 

"Reimbursement Agreement" means the Reimbursement Agreement, dated the date hereof, 
by and between the Lessee and the Redevelopment Agency. 

"State" means the State of California. 

"w' means (i) City-County Administration Building Site (Parcel No. 6 as described on 
Exhibit C hereto), (ii) the Police Headquarters Building Site (Parcel No. 4 as described on 
Exhibit C hereto), (iii) the Communications Building Site (Parcel No. 3 as described on Exhibit 
C hereto), (iv) the Public Parking Garage Site (Parcel No. 5 as described on Exhibit C hereto), 
(v) the Public Park Sites (Parcels Nos. 1, 2, 7, 8, 9 and 10 as described on Exhibit C hereto), and 
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(vi) the Miscellaneous Public Properties (Parcels Nos. 1 1, 12, 13, 14, 15, 16, 17, 18, 19, 20, 2 1 
and 22 as described on Exhibit C hereto). 

"Site Leases" means, collectively, (i) the Site Lease, dated as of the date hereof, by and 
between the Redevelopment Agency of the City of Modesto and the Lessor, relating to the lease 
of the site relating to the public parking garage (as further described on Exhibit B hereto), (ii) the 
Site Lease, dated the date hereof, by and between the City of Modesto and the Lessor, relating 
to the Public Parking Projects (as further described on Exhibit B hereto). 

"Term of this Lease" or "Term" means the time during which this Lease is in effect, as 
provided for in Section 1.5 of this Lease. 

"Termination Date" is defined in Section 4.2 hereof. 

"Trustee" means the Trustee appointed under the terms of the Indenture. 

"Underwriter" means, collectively, Stone & Youngberg LLC and Artemis Capital, as the 
original purchasers of the Bonds. 

SECTION 1.2 Exhibits. The following Exhibits are attached to, and by reference made 
a part of, this Lease: 

Exhibit A: Description of Lease Payments to be paid by the Lessee to the Trustee, 
as assignee of the Lessor. 

Exhibit B: General Description of the Leased Property. 

Exhibit C: Legal description of the Sites. 

Exhibit D: Components of the Project. 

Exhibit E: Addresses for Notices. 

SECTION 1.3 Agreement to Lease. The Lessor hereby leases the Leased Property to 
the Lessee, and the Lessee hereby leases the Leased Property from the Lessor, upon the terms 
and conditions as herein provided. 

SECTION 1.4 Lease Pavments. As rental hereunder, the Lessee agrees to pay to the 
Lessor or its assigns, as the same may be subject to abatement as required by Section 4.7 and 
5.10 hereof, the Lease Payments with respect to the Leased Units of the Project constituting the 
Leased Property hereunder as described in Section 4.3 and Exhibit A thereto. 

SECTION 1.5 Term of Lease. The term of this Lease shall commence as of the Dated 
Date and shall end on the Termination Date. 



ARTICLE I1 

REPRESENTATIONS, COVENANTS AND WARRANTIES 

SECTION 2.1 Representations. Covenants and Warranties of the Lessee. The Lessee 
represents, covenants and warrants to the Lessor as follows: 

(a) Due Organization and Existence. The Lessee is a charter city and 
municipal corporation, duly organized and existing under the Constitution and laws of the 
State, and is a Local Agency with the meaning of Section 6585(f) of the Act. 

(b) Authorization: Enforceability. The Constitution and laws of the State, 
including the Charter of the Lessee, authorize the Lessee to enter into this Lease and to 
enter into the transactions contemplated by and to carry out its obligations hereunder, and 
the Lessee has duly authorized and executed this Lease. This Lease constitutes the legal, 
valid and binding obligations of the Lessee enforceable in accordance with its terms, 
except to the extent limited by applicable bankruptcy, insolvency, reorganization, morato- 
rium or similar laws or equitable principles affecting the rights of creditors generally. 

(c) No Conflicts or Default: No Liens or Encumbrances. Neither the execution 
and delivery of this Lease nor the fulfillment of or compliance with the terms and 
conditions hereof or thereof, nor the consummation of the transactions contemplated 
hereby or thereby, conflicts with or results in a breach of the terms, conditions or 
provisions of any restriction or any agreement or instrument to which the Lessee is now 
a party or by which the Lessee is bound, or constitutes a default under any of the 
foregoing, or results in the creation or imposition of any lien, charge or encumbrance 
whatsoever upon any of the property or assets of the Lessee, or upon the Leased Property 
except for the pledges contained in the Indenture and except for Permitted Encumbrances. 

(d) Essential Governmental Function. The Lessee hereby certifies that the lease 
by the Lessee of the Leased Property prsuani to this Agreement serves an essential 
governmental function of the Lessee, and shall be used for the benefit of the general 
public. 

(e) Execution and Delivery. The Lessee has duly authorized and executed this 
Lease in accordance with its Charter and the Constitution and laws of the State. 

(f) Proiect a Public Cavital Improvement. The Project constitutes one or more 
Public Capital Improvements, and all disbursements from the Project Fund for the Project 
or to satisfy the obligations of the Lessee under this Lease will be for a Cost of the 
Project. 

(g) No Default. The Lessee is not in default under any provisions of the laws 
of the State which would adversely affect its existence or its powers referred to in 
subsection (b) of this Section 2.1. 



(h) No Litigation. There is no action, suit, proceeding, inquiry or investigation, 
at law or in equity, before or by any court, governmental agency, public board or body, 
pending or, to the best of its knowledge, threatened against the Lessee in any way 
contesting or affecting the validity or enforceability of this Lease or contesting the powers 
of the Lessee to execute and deliver this Lease or to consummate the transactions 
contemplated hereby or thereby. 

(i) General Tax and Arbitrage Covenant. The Lessee hereby covenants that, 
notwithstanding any other provision of this Lease, it will make no use of the proceeds of 
the Bonds or of any other amounts or property regardless of the source or take any action 
or refrain from taking any action that may cause the Bonds to be "arbitrage bonds" subject 
to federal income taxation within the meaning of Section 148 of the Code. 

The Lessee covenants that it will not make any use of the proceeds of the Bonds 
or any other funds of the Lessee or take or omit to take any other action that would cause 
the Bonds to be "private activity bonds" within the meaning of Section 14 1 of the Code, 
or "federally guaranteed" within the meaning of Section 149(b) of the Code. To that end, 
so long as any Lease Payment is unpaid, the Lessee, with respect to such proceeds and 
such other funds, will comply with all requirements of such Sections and all regulations 
of the United States Department of the Treasury to the extent that such requirements are, 
at the time, applicable and in effect. 

In addition, the Lessee hereby covenants that, notwithstanding any other provision 
of this Lease, it will make no use of the proceeds of the Bonds or any other funds of the 
Lessee or take or omit to take any other action that would adversely affect the exclusion 
of interest evidenced and represented by the Certificates of Participation (Government 
Center Project) 1998 Series A (the "Certificates") of the County from gross income for 
Federal income tax purposes and the exemption of interest evidenced and represented by 
the Certificates of the County from State of California personal income taxes. 

SECTION 2.2 Representations, Covenants and Warranties of the Lessor. The Lessor 
represents, covenants and warrants to the Lessee as follows: 

(a) Due Organization and Existence: Enforceabilitv. The Lessor is a joint 
powers agency duly organized, existing and in good standing under and by virtue of the 
laws of the State, including, particularly, without limitation, Chapter 5, Division 7, Title 1 
(commencing with Section 6500) of the California Government Code, as amended, has 
the power to enter into this Lease and the Site Leases, is possessed of full power to own 
and hold real and personal property, and to lease and sell the same; and has duly 
authorized the execution and delivery of this Lease and the Site Leases. This Lease and 
the Site Leases constitute legal, valid and binding obligations of the Lessor enforceable 
in accordance with their respective terms, except to the extent limited by applicable 
bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable principles 
affecting the rights of creditors generally. 



(b) No Conflicts or Defaults; No Liens or Encumbrances. Neither the execu- 
tion and delivery of this Lease and the Site Leases, nor the fulfillment of or compliance 
with the terms and conditions hereof or thereof, nor the consummation of the transactions 
contemplated hereby or thereby, conflicts with or results in a breach of the terms, condi- 
tions or provisions of the agreement pursuant to which the Lessor was formed or any 
restriction or any agreement or instrument to which the Lessor is now a party or by which 
the Lessor is bound, or constitutes a default under any of the foregoing, or results in the 
creation or imposition of any lien, charge or encumbrance whatsoever upon any of the 
property or assets of the Lessor, or upon the Leased Property except by the pledge 
contained in the Indenture and except for Permitted Encumbrances. 

(c) No Litigation. There is no action, suit, proceeding, inquiry or investigation, 
at law or in equity, before or by any court, governmental agency, public board or body, 
pending or, to the best of its knowledge, threatened against the Lessor in any way 
contesting or affecting the validity or enforceability of this Lease or the Site Leases or 
contesting the powers of the Lessor to execute and deliver this Lease or the Site Leases 
or to consummate the transactions contemplated hereby or thereby. 

(d) Permitted Encumbrances. The Lessor covenants that the Permitted 
Encumbrances do not and will not interfere with the right of the use and possession of, 
and the continued quiet use and enjoyment of, the Leased Property during each such 
period for which said Leased Property is to be leased by the Lessee. 

(e) Execution and Delivery. The Lessor has duly authorized and executed this 
Lease and the Site Leases in accordance with the Constitution and laws of the State. 

(f) General Tax and Arbitrage Covenant. The Lessor covenants that, notwith- 
standing any other provision of this Lease, it will make no use of the proceeds of the 
Bonds or of any other amounts or property regardless of the source or take any action or 
refrain from taking any action that may cause the Bonds to be "arbitrage bonds" subject 
to Federal income taxation within the meaning of Section 148 of the Code. 

In addition, the Lessor covenants that it will not make any use of the proceeds of 
the Bonds or any other funds of the Lessee or take or omit to take any other action that 
would cause the Bonds to be "private activity bonds" within the meaning of Section 141 
of the Code, or "federally guaranteed" within the meaning of Section 149(b) of the Code. 
To that end, so long as any Lease Payment is unpaid, the Lessor with respect to such 
proceeds and such other funds, will comply with all requirements of such Sections and 
all regulations of the United States Department of the Treasury to the extent that such 
requirements are, at the time, applicable and in effect. 



ARTICLE I11 

FUNDING FOR THE PROJECT; 
ACQUISITION, CONSTRUCTION AND 

INSTALLATION OF THE COMPONENTS OF THE PROJECT 

SECTION 3.1 Availability of Monies. The Lessor hereby agrees to pay, or cause to 
be paid, the Costs of each Component of the Project as provided herein and in the Indenture. 
The Lessor has caused an amount at least equal to the Costs of each Component of the Project 
to be transferred to the Project Fund and deposited in a subaccount established for such 
Component of the Project in accordance with the Indenture. The Lessor hereby agrees to cause 
the Lessee to disburse or to cause the disbursement of funds from the Project Fund to pay, or to 
reimburse the payment of, certain Costs of the Project (which costs include amounts necessary 
for the construction and equipping of the Components of the Project) as provided in the 
Indenture. 

SECTION 3.2 Acquisition. Construction and Installation of the Project. The Lessee, 
on behalf of the Lessor, will enter into purchase orders and contracts, and will supervise and 
provide for, or cause to be supervised and provided for, the acquisition, construction, equipping 
and installation of each Component of the Project. The Lessee agrees that it will cause the work 
under said purchase orders and contracts to be diligently performed and that each Component of 
the Project, will be acquired, constructed, equipped and installed in accordance with the 
specifications approved by the Lessee and the Lessor on or prior to (i) with respect to the Parking 
Garage, December 1, 1998, (ii) with respect to the Communications Dispatch Center, March 1, 
1999, (iii) with respect to the City-County Administration Building and the Police Headquarters 
Building, March 1, 2000. The Lessee may change the specifications of any Component of the 
Project so long as such change does not (i) substantially alter the nature of the Component of the 
Project as a project financeable pursuant to the Act, (ii) substantially increase the cost of the 
Component of the Project, unless the Lessee has available monies to cover such increase, 
(iii) substantially lower the value of the Component of the Project or the fair rental value of the 
Component of the Project, (iv) materially lengthen the estimated time to completion of the 
Component of the Project, or (v) adversely affect the exclusion of interest on the Bonds from 
gross income for Federal income tax purposes and the exemption of interest on the Bonds from 
State of California personal income taxes. 

SECTION 3.3 Payment of Proiect Costs. Payment to the Contractors of the cost of 
acquiring, constructing, equipping and installing each Component of the Project shall be made 
from the monies deposited in the Project Fund as provided in Section 4.02 of the Indenture upon 
completion of a Requisition therefor. 

SECTION 3.4 Completion Certification. Upon completion of the construction, 
acquisition and equipping of each component of the Project, satisfactory to the Lessee, the Lessee 
shall deliver or cause to be delivered to the Trustee a Certificate of Completion with respect 
thereto. On the date of filing each Certificate of Completion, as indicated therein, all excess 



moneys remaining in the Project Fund relating to such Component of the Project shall be 
transferred by the Lessee as provided in Section 4.02 of the Indenture. 

ARTICLE 1V 

AGREEMENT TO LEASE; TERM OF 
LEASE; LEASE PAYMENTS; TITLE TO THE LEASED PROPERTY 

SECTION 4.1 Amezment to Leasc. The lcase of each Leased Unit of the Project 
(collectively, the Leased Property) by the Lessor to the Lessee is made expressly subject to the 
terms and conditions set forth herein. 

SECTION 4.2 Term of Lease. The Term of this Lease will commence on the date of 
recordation hcreof and will terminate on Septen~ber 1, 2033, unless extended pursuant to this 
Section 4.2 or unless terminated prior thereto upon the earliest of any of thc following events 
(each a "Termination Date"): 

(a) the payment or prepayment by the Lessee of all Lease Payments due during 
the Term of this Lease and all other amounts due and payable by the Lessee under the 
Tndenhue; 

(b) the occurrence of an event of default under this Lease and the termination 
of this Lease by the Lessor or its assignee pursuant to Section 8.2(b) hereof; 

(c) the Leased Property is taken in whole pursuant to the power of condemna- 
tion or lost due to a defect in title and termination of this Lease pursuant to Section 5.12 
of this T,ease. 

If on September 1,2033, the Lease Payments shall not be fully paid, then the Term shall 
be extended until all Lease Payments shall be fully paid, except that the Term shall in no cvcnt 
be extended for a period of more than ten (10) years after such date. On each Leasc Payment 
Date during the extended Tern, the Lessee shall provide the Trustee with a schcdule of payments 
showing the portion representing principal and the portion representing interest. 

SECTION 4.3 &case Paments. Subject to Section 3.2 hereof:(regarding the completion 
of construction of ewh Component of the Project, as appIicable) the Lessee Wces to pay to the 
Lessor or its successors and assigns, as rental for the use and possession of each Leased Unit of 
the Project, the Least Paymcnts with respect thereto f i h n  days prior to the datc, and in thc 
arnounts set forth and iq accordance with the schedules set forth on Exhibit A hcreto, provided 
that the Lessee shall receive credits toward such Lease Payments as provided in the Indenture and 
provided further that (except as otherwise provided hereundtr) Lease Payments are subject to 
abatement to the extent provided in Section 4.7. To thc extent permitted by law, the Lessee 



further agrees to make additional Lease Payments pursuant to Section 4.07(e) of the Indenture. 
Notwithstanding the foregoing, there shall be no abatement of Lease Payments payable hereunder 
to the extent that such Lease Payments are allocable to the Leased Unit of the Project constituting 
the public parking facility, so long as such allocable Lease Payments are paid by the 
Redevelopment Agency to the Lessee under the Reimbursement Agreement. 

Lease Payments for each annual rental period during the Term of this Lease shall 
constitute the total rental for said rental period and shall be paid by the Lessee in each rental 
period for and in consideration of the right of the use and possession of, and the continued quiet 
use and enjoyment of, each Leased Unit of the Project during each such period for which said 
rental is to be paid. The parties hereto have agreed and determined that such total rental 
represents the fair rental value of the Leased Property. In making such determination, 
consideration has been given to the fair market value of each Leased Unit of the Project, other 
obligations of the parties under this Lease, the uses and purposes which may be served by the 
each Leased Unit of the Project and the benefits therefrom which wilI accrue to the Lessee and 
the general public. 

Each Lease Payment shall be paid in lawful money of the United States of America to or 
upon the order of the Lessor at the Principal Office of the Trustee. Any such installment of 
rental accruing under this Lease which shall not be paid when due shall, subject to applicable law, 
bear interest at a rate equal to the lower of (i) three percent (3%) per annum in excess of the 
interest rate per annum then borne by the Bonds and (ii) the highest rate allowable by law, from r the date when the same is due under this Lease until the same shall be paid. 

The Lease Payments shall be paid from any source of legally available funds of the 
Lessee, and so long as the Leased Property is available for the Lessee's use, the Lessee covenants 
to take such action as may be necessary to include all Lease Payments due under this Lease (after 
giving credit for amounts required to be paid by the Redevelopment Agency under the 
Reimbursement Agreement) in its budgets and to maintain such items to the extent unpaid for that 
fiscal year in its budgets, and to make the necessary appropriations and supplemental 
appropriations to the extent necessary, for all such Lease Payments; which covenants of the 
Lessee shall be deemed to be, and shall be, ministerial duties imposed by law, and it shall be the 
duty of each and every public official of the Lessee 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 Lessee to 
carry out and perform the covenants made by the Lessee in this Lease. In furtherance of the 
foregoing, the Lessee hereby covenants to take such action and to do such things as to cause the 
Redevelopment Agency to timely pay to the Lessee amounts payable by the Redevelopment 
Agency under the Reimbursement Agreement. 

In the event that any appropriation made by the Lessee in its annual budget is insufficient 
to pay all such Lease Payments, the Lessee further agrees and covenants to make a supplemental 
appropriation during the fiscal year of any such deficiency in an amount sufficient to make up 
any such deficiency. 



Section 4.4. Motor Vehicle License Intercept Program. The Lessee hereby elects 
pursuant to Section 37351.5 of the California Government Code to guarantee the payments 
payable hereunder by an apportionment of Motor Vehicle License Fee Revenues as provided in 
said Government Code Section. The Lessee shall provide notice to the State Controller of such 
election, a copy of which shall be provided to the Trustee, which notice shall include a copy of 
the Lease Payment Schedule contained in Exhibit A hereto and shall indicate that the Trustee has 
been appointed as trustee with respect to the Bonds. 

In the event that, for any reason, the funds otherwise available to the Lessee (excluding 
funds on deposit in the Debt Service Reserve Fund) will not be sufficient to make any payment 
due hereunder (including any Lease Payment) at the time that such payment is required, the 
Lessee shall so notify the Trustee in order that the Trustee may notify the State Controller as 
required pursuant to the Indenture. Notwithstanding the foregoing, in the event the Trustee shall 
not have received any Lease Payment due from the Lessee at the time required pursuant to 
Exhibit A hereto, the Trustee shall automatically and without notice to or from the Lessee notify 
the State Controller as required pursuant to the Indenture. 

The Lessee hereby covenants that so long as any Bonds remain Outstanding, the Lessee 
shall not issue or incur any obligation (other than this Lease) the payment of which is guaranteed 
by an apportionment of Motor Vehicle License Fee Revenues unless the ratio of (i) the least 
amount of Motor Vehicle License Fee Revenues received by the Lessee in any fiscal yearduring 
the five fiscal years preceding the proposed date of issuance of such obligation to (ii) the 

(, maximum annual debt service in any fiscal year scheduled to be paid with respect to the 
obligations secured by this Lease and the Bonds and such obligation proposed to be secured by 
an apportionment of Motor Vehicle License Fee Revenues, is greater than or equal to 2.5. 

SECTION 4.5 Possession and Eniovment. During the Term of this Lease, the Lessor 
shall provide the Lessee with quiet use and enjoyment of the Leased Property, and the Lessee 
shall, during such Term, peaceably and quietly have and hold and enjoy the Leased Property, 
without suit, trouble or hindrance from the Lessor, except as expressly set forth in this Lease. 
The Lessor will, at the request of the Lessee and at the Lessee's cost, join in any legal action in 
which the Lessee asserts its right to such possession and enjoyment to the extent the Lessor may 
lawfully do so. Notwithstanding the foregoing, the Lessor shall have the right to inspect the 
Leased Property as provided in Section 6.3 hereof. 

SECTION 4.6 Title to the Leased Pro~ertv. During the Term of this Lease, the Lessor 
shall hold a leasehold interest in the Leased Property and any and all additions, replacements or 
modifications, except as provided below and except for those modifications which are added to 
the Leased Property by the Lessee and which may be removed without damaging the Leased 
Property. 

If the Lessee has paid all Lease Payments during the Term of this Lease and the Bonds 
are no longer Outstanding under the Indenture, or upon deposit of the security deposit as provided 
in Section 4.7 hereof, all right, title and interest of the Lessor in and to the Leased Property shall 
be transferred to and vest in the Lessee. Additionally, if necessary, the Lessor shall authorize, 



execute and deliver to the Lessee any and all documents required to release any and all liens 
created under the provisions of this Lease and the Indenture, and any other documents required 
to terminate this Lease and consummate such release of liens. The Lessor agrees to defend and 
eliminate any claims adverse to the title to the Leased Property, and to save and hold the Lessee 
harmless therefrom; provided that the Lessor's obligations under this sentence shall not extend 
to claims arising out of actions by the Lessee or persons asserting claims under it; provided that 
the Lessee shall reimburse the Lessor for any costs incurred by the Lessor in defending or 
eliminating such claims, including reasonable attorneys' fees. 

SECTION 4.7 Securitv Deposit. Notwithstanding any other provision of this Lease, the 
Lessee may, on any date, secure the payment of Lease Payments by a deposit with the Trustee 
of: (a) an amount which, together with amounts on deposit under the Indenture which are to be 
credited to the Lessee's obligations hereunder to make Lease Payments, is sufficient to pay all 
unpaid Lease Payments as set forth on Exhibit A hereto (or with respect to any Leased Unit), 
when due or (b) United States Government Obligations, together with cash, if required, in such 
amount as will, in the opinion of an independent certified public accountant, together with interest 
to accrue thereon, be fully sufficient to pay all unpaid Lease Payments as set forth on Exhibit A 
hereto (or with respect to any Leased Unit), when due. Such deposit shall then be used to 
redeem or defease Bonds pursuant to the Indenture. Such deposit may not be made unless, prior 
to such deposit, the Lessee delivers to the Lessor and the Trustee an opinion of Bond Counsel 
that such deposit will not adversely affect the exclusion of interest on the Bonds from gross 
income for Federal income tax purposes and the exemption of interest on the Bonds from State 

( of California personal income taxes. In the event of a deposit pursuant to this Section, all 
obligations of the Lessee under this Lease and all security provided by this Lease for said 
obligations (or obligations with respect to any Leased Unit), shall cease and terminate, excepting 
only the obligation of the Lessee to make, or cause to be made, Lease Payments as set forth on 
Exhibit A hereto, from the deposit made by the Lessee pursuant to this Section and the obligation 
of the Lessee to make any other payments required by this Lease. All Lessor's right, title and 
interest to the Leased Property shall vest in the Lessee on the date of said deposit automatically 
and without further action by the Lessee or the Lessor, provided that such right, title and interest 
shall be subject to the subsequent payment of Lease Payments as set forth on Exhibit A hereto, 
from said deposit and the payment of the payments in accordance with the provisions of this 
Lease. Said deposit shall be deemed to be and shall constitute a special fund for the payment of 
Lease Payments in accordance with the provisions of this Lease. 

SECTION 4.8 Abatement of Rental in the Event of Failure to Have Use and Possession 
of the Leased Property. Except as provided in this Section 4.8, the Lease Payments shall be 
abated in whole or in part during any period during which by reason of damage or destruction 
(other than by condemnation which is provided for in Section 5.12 of this Lease) there is substan- 
tial interference with the use and possession of any Leased Unit of the Project by the Lessee. 
The extent of any abatement shall be determined by the Lessee (taking into account the allocable 
portion of the total Lease Payments that such Leased Unit of the Project represents to the 
aggregate ~ r ' i nc i~a l  Components of Lease Payments hereto) such that the resulting Lease 
Payments represent fair rental value for use and possession of the portion of the Leased Property 
not damaged or destroyed; provided, however, that in the event such damage or destruction 



results in redemption of Bonds pursuant to Section 6.01 of the Indenture, the remaining Lease 
Payments (including credits to be applied thereto as provided in the Indenture) will be sufficient 
to pay all of the principal and interest on the remaining Outstanding Bonds. Such abatement shall 
not result to the extent of moneys received by the Lessee from the Redevelopment Agency 
pursuant to the Reimbursement Agreement and payable with respect to the Leased Unit of the 
Project constituting the public parking garage, and to the extent of moneys held by the Trustee 
under the Indenture which are to be credited toward the Lessee's Lease Payments under the terms 
of the Indenture (including, particularly, without limitation, the Debt Service Reserve Fund, 
Principal Payment Account and Interest Payment Account), or to the extent such Lease Payments 
are made from the Net Proceeds of insurance and rental interruption insurance, it being hereby 
declared that such moneys and Net Proceeds constitute special funds for the payment of the 
Lessee's Lease Payments. Subject to the preceding sentence, such abatement or adjustment, if 
any, shall continue for the period commencing with such damage or destruction and ending with 
the substantial completion of the work of repair or reconstruction, if any. In the. event of any 
such damage or destruction, this Lease shall continue in full force and effect and the Lessee 
waives any right to terminate this Lease by virtue of any such damage and destruction. 

SECTION 4.8 No Withholding. Notwithstanding any dispute between the Lessor and 
the Lessee, including a dispute as to the failure of any portion of the Leased Property in use by 
or possession of the Lessee to perform the task for which it is leased, the Lessee shall make all 
Lease Payments when due and shall not withhold any Lease Payments pending the final 
resolution of such dispute. 

ARTICLE V 

MAINTENANCE, TAXES, ,INSURANCE; AND OTHER MATTERS 

SECTION 5.1 Maintenance and Taxes. Throughout the Term of this Lease, as part of 
the consideration for the rental of the Leased Property, all improvement, repair and maintenance 
of the Leased Property shall be the responsibility of the Lessee, and the Lessee shall pay for or 
otherwise arrange for the payment of the cost of the repair and replacement of the Leased 
Property resulting from ordinary wear and tear or want of care on the part of the Lessee thereof. 
The Lessee shall comply with, or cause the compliance with, any manufacturer's and vendor's 
requirements with respect to proper maintenance of the Leased Property, if any. In exchange for 
the Lease Payments herein provided, the Lessor agrees to provide only the Leased Property, as 
hereinbefore more specifically set forth. The Lessee waives the benefits of subsections 1 and 2 
of Section 1932 of the California Civil Code, but such waiver shall not limit any rights of the 
Lessee under the terms of this Lease. 

The Lessee shall also pay or cause to be paid to the Lessor all taxes of any type or nature 
charged to the Lessor or affecting the Leased Property or the respective interests or estates 
therein, including any sales and property taxes, or affecting the amount available to the Trustee 
from Lease Payments received under this Lease for the payment of the Bonds (including taxes 
or assessments assessed or levied by any governmental agency or district having power to levy 



taxes or assessments); provided, that with respect to governmental charges that may lawfully be 
paid in installments over a period of years, the Lessee shall be obligated to pay, or cause to be 
paid, only such installments as are required to be paid during the Term of this Lease as and when 
the same shall become due. 

The Lessee, at the Lessee's expense and in its name, may in good faith contest any such 
taxes and other charges and, in the event of any such contest, may permit the taxes or other 
charges so contested to remain unpaid during the period of such contest and any appeal therefrom 
unless the Lessor shall notify the Lessee that, in the opinion of Counsel retained by the Lessee, 
by nonpayment of any such items, the interest of the Lessor in the Leased Property will be 
materially endangered or the Leased Property or any part thereof will be subject to loss or 
forfeiture, in which event the Lessee shall promptly pay such taxes or charges or provide the 
Lessor with full security against any loss which may result from nonpayment, in form satisfactory 
to the Lessor. 

SECTION 5.2 Modification of Leased Property. The Lessee shall, at its own expense, 
have the right to modify the Leased Property (or any portion thereof) or to make additions and 
improvements thereto. All such additions and modifications shall thereafter comprise part of the 
Leased Property and be subject to the provisions of this Lease. Such additions and modifications 
shall not adversely affect the exclusion of interest on the Bonds from gross income for Federal 
income tax purposes and the exemption of interest on the Bonds from State of California personal 
income taxes and shall not in any way damage the Leased Property, substantially alter its nature 
or cause it to be used for purposes other than those authorized under the provisions of State and 
federal law, and the Leased Property, upon completion of any additions and modifications made 
pursuant to this Section, shall be of a value which is not substantially less than the value of the 
Leased Property immediately prior to the making of such additions or modifications and will not 
result in a decrease in the amount of Lease Payments payable hereunder. 

The Lessee will not permit any mechanic's or other lien to be established or remain 
against the Leased Property for labor or materials furnished in connection with any remodeling, 
additions, modifications, repairs, renewals or replacements made by the Lessee pursuant to this 
Section, provided that if any such lien is established and the Lessee shall first notify the Lessor 
of the Lessee's intention to do so, the Lessee may, in good faith, contest any lien filed or 
established against the Leased Property 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 Lessor with full security against any loss or forfeiture which might arise 
from the nonpayment of any such item, in form satisfactory to the Lessor. The Lessor will 
cooperate fully in any such contest, upon the request and at the expense of the Lessee. 

SECTION 5.3 Removal or Substitution of Leased Pro~erty. The Lessee may amend 
or change any Leased Property or any portion thereof at any time by delivering an amended 
Exhibit B to the Trustee and the Lessor. The Lessee reserves the right at any time to remove all 
or any portion of any Leased Units or to substitute public facilities, equipment andlor real 
property owned by the Lessee for all or any portion of the Leased Property provided that: 



(a) the Lessee obtains the written consent of the Lessor and provides written notice 
thereto to the Rating Agency, with a copy of such notice to the Bond Insurer. and 
written evidence from such Rating Agency that such substitution will not result in a lowering or 
w i t k ~ ~ - Z i T S - i a t i n g ~ o n t h e  Bonds; - 

(b) based upon findings of an independent MA1 real estate appraiser selected by the 
Lessee, the Lessee finds (and delivers a certificate to the Lessor and the Trustee setting forth its 
findings) that (i) the portion of the Leased Property remaining, or (ii) the substituted public 
faciIity, equipment and/or real property, as the case may be, has a fair market value such that the 
Lease Payments being made by the Lessee pursuant to this Lease will not be reduced; 

(c) the Lessee certifies to the Trustee and the Lessor that the remaining portion of the 
Leased Property or the substituted public facility, equipment andor real property, as the case may 
be, has a useful life not less than the remaining term of this Lease; 

(d) in the event the substituted Leased Property consists of real property, the Lessee 
obtains or causes to be obtained a title insurance policy with endorsement or an endorsement to 
any existing title insurance policy so as to be payable to the Trustee for the benefit of the 
Owners. Such policy or endorsement shall be in form satisfactory to the Trustee, shall be in the 
amount equal to the principal component of Lease Payments attributable to the remaining portion 
of the Leased Property -o<the substituted facility andor real property, as the case may be,'and 
shall insure the leasehold interest of the Lessor to the remaining portion of the Leased Property 
or the substituted facility and/or real property; and 
. :, 

(e) the Lessee provides the Lessor and the Trustee with an opinion of Bond Counsel 
that such removal or substitution, as the case may be, is authorized and in compliance with the 
Act and the Indenture and does not adversely affect the exclusion of interest on the Bonds from 
gross income for Federal income tax purposes and the exemption of interest on the Bonds from 
State of California personal income taxes. 

Notwithstanding anything in the Indenture or this Lease to the contrary, the Lessee is 
permitted to remove and release unimproved real property from that constituting the Leased 
Property, provided the Lessee shall have satisfied the requirements of (b), (c) and (d) above and 
shall have certified to the Trustee that such release will not adversely affect the Lessee's use and 
occupancy of the Leased Property and the remaining portion of the Sites. In addition, without 
satisfying the of subsection (a) and (b) of this Section but satisfying the 
requirements City shall also be permitted to release (i) the real property and 

, Public Properties as described on Exhibit c hereto 
upon the completion of the construction of the Police Headquarters Building and the delivery to 
the Trustee of a Certificate of Completion related thereto (provided such release occurs on or 
before March 1, 2000) and (ii) not more than approximately 15,000 square feet of the property 
constituting the Site upon which the Parking Garage will be located in order to effectuate the 
provisions of Master Agreement, so long as in each case the City shall certify to the Trustee, with 
a copy of such certification being delivered to the Bond Insurer, that such release shall not 

(< adversely affect the Lessee's ability to make Lease Payments hereunder in any respect. 
I .  



Upon the removal or substitution of any real property and improvements thereon for all 
or a portion of the Leased Property then existing, the Lessee, the Lessor and the Trustee shall 
execute and record with the Office of the County Recorder, County of Stanislaus, California, any 
document necessary to reconve to the Lessee the real property andlor improvements being + removed or substituted a o Include the remaining or substituted real property andlor improve- 
ments thereon as all or a portion of the Leased Property. 

SECTION 5.4 Public Liability and Leased Property Damage Insurance. The Lessee 
shaIl procure and maintain, or cause to be procured and maintained, throughout the Term of this 
Lease, a standard comprehensive general insurance policy or policies in protection of the Lessor, 
the Lessee, the Trustee and their board members, officers, agents and employees. 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 use or operation of the Leased Property. 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 (subject to a deductible clause of not to exceed $500,000) and $500,000 for damage to 
property resulting from each accident or event. 

SECTION 5.5 Fire and Extended Coverape. The Lessee shall procure and maintain, 
or cause to be procured and maintained, throughout the Term of this Lease, insurance against loss 
or damage to any part of the Leased Property by fire and lightning, with extended coverage and 

( 
vandalism and malicious mischief insurance. Said extended coverage insurance shall, as nearly 
as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, vehicle damage, 
smoke, sprinkler damage, boiler explosion and such other hazards as are normally covered by 
such insurance. Such insurance shall be in an amount equal to 100% of the replacement cost of 
such building and structure, or any interest in which is or will be leased, in whole or in part, 
including any interest held as tenants in common, or otherwise, or the aggregate principal amount 
of the Bonds then Outstanding, whichever is greater (subject to a deductible clause of not to 
exceed 10% of such amount). 

SECTION 5.6 Rental Interruption Insurance. The Lessee shall procure and maintain, 
or cause to be procured and maintained, throughout the Term of this Lease, rental interruption 
insurance to cover loss, total or partial, of the use of any part of the Leased Property as the result 
of any of the hazards covered in the insurance required by Section 5.7 hereof and the resulting 
loss of rental income to the Trustee, as assignee of the Lessor and the Issuer, in an amount 
sufficient to pay the maximum remaining principal and interest portions of Lease Payments due 
under this Lease during a period of 24 months. The Net Proceeds of such insurance shall be paid 
to the Trustee for deposit in the Debt Service Fund and shall be credited towards the payment 
of the Lease Payments of the Lessee in the order in which such Lease Payments become due and 
payable. The Lessee may not provide self-insurance in lieu of the insurance required by this 
Section 5.6. 

SECTION 5.7 Self-Insurance. The Lessee may elect to self insure pursuant to 
Section 5.4 hereof if and to the extent such self-insurance method or plan of protection shall 



afford reasonable protection to the Lessor and the Trustee, in light of all circumstances, giving 
consideration to cost, availability and similar plans or methods of protection adopted by cities in 
the State of California other than the Lessee. If the Lessee chooses to self-insure, it must on at 
least an annual basis provide to the Trustee and the Lessor a certificate of an Insurance 
Consultant to the effect that the Lessee's general insurance reserves are adequate to provide the 
required amount of coverage. 

SECTION 5.8 Insurance of the Proiect. Notwithstanding the foregoing provisions of 
this Article V, the Lessee shall maintain, or cause each Contractor with respect to any Component 
of the Project to maintain, in force during the entire acquisition, construction and improvement 
of any Component of the Project, property damage insurance in an amount not less than the full 
value of all work done and materials, and equipment provided or delivered by each such 
Contractor, comprehensive liability insurance, worker's compensation insurance and other 
insurance required by law or customarily maintained with respect to similar projects. In the event 
the Lessee receives any damage or other moneys from any Contractor or its surety from any 
insurance policy or surety bondcontract maintained pursuantto this Section 5.8, and such moneys 
are allocable to the Lessee's interest in such Component of the Project, all such moneys shall, 
unless applied as provided in Section 5.13(b) hereof, be retained in the Insurance and f 

Condemnation Fund to the extent necessary to complete the acquisition, construction and 
installation of any Component of the Project. 

SECTION 5.9 Net Proceeds of Insurance; Form of Policies; Retaining of Insurance c 
c 

Consultant. (a) The policies of insurance required by Sections 5.5,5.6 and 5.7 of this Lease shall 
provide that all proceeds thereunder, to the extent of the Lessee's interest thereunder, shall be 
payable to the Trustee pursuant to a lender's loss payable endorsement. The Net Proceeds of 
policies of insurance under Section 5.5 hereof shall be paid to the Trustee to be applied as 
provided in Section 5.13 hereof. All policies of insurance required by this Lease and any 
statements of self-insurance, shall be in form satisfactory to the Lessor. The Lessee shall pay or 
cause to be paid when due the premiums for all insurance policies required by this Lease and 
shall promptly furnish or cause to be furnished evidence of such payments to the Lessor. All 
such policies shall provide that the Lessor and the Trustee shall be given thirty (30) days' notice 
of each expiration, any intended cancellation thereof or reduction of the coverage provided 
thereby; provided that if the Lessee shall have delivered to the Trustee a written report of an 
Insurance Consultant stating that the cost of obtaining an insurance policy or policies containing 
such 30-day notice provision is prohibitively expensive or that such policy may not be obtained, 
failure of the Lessee to comply with this covenant shall not constitute a default hereunder. The 
Lessee shall deliver or cause to be delivered to the Trustee on or before each anniversary of the 
Dated Date a certificate of the Authorized Representative of the Lessee that all insurance required 
under Article V of this Lease is in full force and effect. In the event that the Lessee obtains 
insurance through a pooled insurance program of governmental entities, an annual statement of 
memorandum of coverage delivered to the Trustee will satisfy the requirements of this 
Section 5.9. 

(b) The Trustee and the Lessor shall not be responsible for the sufficiency of any ,. 
[, insurance herein required or payment of premium and shall be fully protected in accepting 



payment on account of such insurance or any adjustment, compromise or settlement of any loss 
agreed to by the Lessee. 

SECTION 5.10 Advances. If the Lessee shall fail to perform any of its obligations under 
this Article, the Lessor may, but shall not be obligated to, take such action as may be necessary 
to cure such failure, including the advancement of money on behalf of the Lessee, and the Lessee 
shall be obligated to repay all such advances as soon as possible, with interest at the rate of 
twelve percent (12%) per annum from the date of the advance to the date of repayment, but in 
no event shall such rate exceed the maximum legal rate of interest. 

SECTION 5.11 Liens. The Lessee shall not, directly or indirectly, create, incur, assume 
or suffer to exist any pledge, lien, charge, encumbrance or claim on or with respect to the Leased 
Property, other than the respective rights of the Lessor, the Trustee and the Lessee as provided 
herein and in the Indenture and Permitted Encumbrances. Except as expressly provided in this 
Article, the Lessee shall promptly, at its 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 Lessee shall reimburse the Lessor 
for any expense incurred by it in order to discharge or remove any such pledge, lien, charge, 
encumbrance or claim. 

SECTION 5.12 Condemnation Awards: Title Insurance Proceeds. If all or part of the 
Leased Property is taken under the power of condemnation or lost due to a defect in title, the Net 
Proceeds from any award or insurance proceeds resulting therefrom shall be deposited with the 
Trustee pursuant to Section 5.13(b) hereof. If the Leased Property is taken or lost in whole 
pursuant to such condemnation proceedings or defect in title or is taken in part to such extent that 
the remaining portion of the Leased Property is no longer useful for the purposes originally 
intended, the remaining Lease Payment obligations of the Lessee will be abated (Bs provided in 
Section 4.8 hereog and this Lease shall thereupon be terminated (except as provided herein). 
Otherwise, (a) this Lease shall continue in full force and effect and shall not be terminated by 
virtue of such taking or loss and the parties waive the benefit of any law to the contrary, and 
(b) there shall be a proportionate abatement (as provided in Section 4.8 hereof) of Lease 
Payments such that the resulting Lease Payments will be sufficient to pay all of the principal and 
interest with respect to the Outstanding Bonds, except to the extent payable from amounts 
received under the Reimbursement Agreement. If this Lease is terminated pursuant to the second 
sentence of this Section 5.12 and the amount of the related condemnation award would not be 
sufficient to cause a termination of the Lease pursuant to Section 4.2(a) hereof, the Lessee shall 
appeal the award pursuant to the applicable administrative and legal procedures and the obligation 
to pay any amount hereunder shall survive the termination of this Lease. Proceeds of any title 
insurance policy shall be applied as set forth in Section 5.13(b) hereof. 

SECTION 5.1 3 Auulication of Net Proceeds. 

(a) From Insurance Award. The Net Proceeds of any insurance award resulting from 
any damage to or destruction of any portion of the Leased Property by fire or other casualty shall 

i 
\< be deposited in the Insurance and Condemnation Fund to be held and applied by the Trustee 



pursuant to Section 4.12 of the Indenture. Upon such deposit, the Authorized Representative of 
the Lessee shall file a certificate with the Trustee as provided in such Section and the Lessee shall 
repair and rebuild as provided in such Section and such Net Proceeds shall be applied by the 
Trustee as provided in such Section. 

(b) From Condemnation or Eminent Domain Award or Title Insurance Policy Pro- 
ceeds. The Net Proceeds of any condemnation or eminent domain award or insurance proceeds - 
resulting from any event described in Section 5.12 of this Lease shall be deposited in the 
Insurance and Condemnation Fund to be held and applied by the Trustee pursuant to Section 4.12 
of the Indenture. Upon such deposit, the Authorized Representative of the Lessee shall file a 
certificate with the Trustee as provided in such Section and such Net Proceeds shall be applied 
by the Trustee as provided in such Certificate. 

SECTION 5.14 Title Insurance. The Lessee shall obtain and, throughout the term hereof, 
maintain or cause to be maintained title insurance on the Leased Property, in the form of an 
ALTA or CLTA leasehold title policy or policies, in an amount equal to the Principal Component 
of the Bonds. Such policy or policies of title insurance shall include an endorsement making 
amounts payable under the policy or policies payable to the Trustee for the benefit of the 
Bondholders and applied as set forth in Section 5.13(b) hereof. 

SECTION 5.15 Books and Records. The Lessee will at all times during the Term of this 
Lease keep proper books of record and account in which full, true and correct entries in confor- 
mity with applicable law shalI be made of all dealings and transactions in relation to its activities. 
The Lessee will permit the Lessor, any authorized representatives of the Lessor and the Lessor's 
successors and assigns at reasonable times and intervals upon prior written notice to examine and 
make abstracts, subject to proprietary and confidentiality policies and agreements of or binding 
upon the Lessee, from the Lessee's books and records and to discuss the Lessee's affairs, finances 
and accounts with the Lessee's officers and independent accountants. 

SECTION 5.16 Continuing Disclosure. The Lessee hereby covenants and agrees that it 
will comply with and carry out all of the provisions of the Continuing Disclosure Agreement. 
Notwithstanding any other provision of this Lease, failure of the Lessee to comply with the Con- 
tinuing Disclosure Agreement shall not be considered an Event of Default; however, subject to 
satisfactory indemnity, as provided in Section 9.06 of the Indenture, the Trustee may (and, at the 
request of any Participating Underwriter or the Owners of at least 25% aggregate principal 
amount of Outstanding Bonds, shall) or any Owner 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 Trustee or the Lessee to comply with its obligations under this Section 5.14. 
For purposes of this Section 5.16, (a) "Beneficial Owner" means 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 intermedi- 
aries), or (b) is treated as the owner of any Bonds for federal income tax purposes; (b) "Con- 
tinuing Disclosure Agreement" means that certain Continuing Disclosure Agreement between the 
Lessee and the Trustee dated the date of issuance and delivery of the Bonds, as originally 
executed and as it may be amended from time to time in accordance with the terms thereof; and 



i (c) "Participating Underwriter" shall have the meaning ascribed thereto in the Continuing 
Disclosure Agreement. 

ARTICLE VI 

DISCLAIMER OF WARRANTIES; ACCESS 

SECTION 6.1 Disclaimer of Warranties. THE LESSOR MAKES NO WARRANTY 
OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO THE VALUE, DESIGN, 
CONDITION, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OR 
FITNESS FOR THE USE CONTEMPLATED BY THE LESSEE OF THE LEASED 
PROPERTY OR ANY ITEM THEREOF OR ANY OTHER REPRESENTATION OR 
WARRANTY WITH RESPECT TO THE LEASED PROPERTY OR ANY ITEM THEREOF. 
IN NO EVENT SHALL THE LESSOR OR THE TRUSTEE BE LIABLE FOR INCIDENTAL, 
INDIRECT, SPECIAL OR CONSEQUENTIAL DAMAGES IN CONNECTION WITH OR 
ARISING OUT OF THIS LEASE OR FOR THE EXISTENCE, FURNISHING, FUNCTIONING 
OR THE LESSEE'S USE OF THE LEASED PROPERTY. 

SECTION 6.2 Lessee's Rieht to Enforce Warranties. The Lessee shall have all rights 
with respect to the warranties of the Contractors with respect to the Leased Property, and the 
right to enforce such warranties against the Contractors. If the Lessor is ever required or 

c requested by the Lessee to enforce any warranty with respect to the Leased Property on behalf 
of the Lessee, the Lessee shall reimburse the Lessor for any costs incurred by the Lessor in the 
enforcement of such warranty, including reasonable attorneys' fees. 

SECTION 6.3 Lessor Access to the Leased Pro~ertv and the Project. The Lessee agrees 
that the Lessor, any authorized representative of the Lessor and the Lessor's successors or assigns, 
shall have the right at all reasonable times to examine and inspect the Leased Property and any 
Component of the Project. The Lessee further agrees that the Lessor, any such representative, 
and the Lessor's successors or assigns shall have such rights of access to the Leased Property as 
may be reasonably necessary to cause the proper maintenance of the Leased Property in the event 
of failure by the Lessee to perform its obligations under this Lease. 

ARTICLE VII 

ASSIGNMENT, SUBLEASING AND INDEMNIFICATION 

SECTION 7.1 Assignment bv Lessor. The Lessee and the Lessor acknowledge that this 
Lease, including the rights to receive the Lease Payments hereunder, and the rights of the Lessee 
to receive payments from the Agency under the Reimbursement Agreement and the rights to 
enforce the covenants, agreements, representations and warranties of the Lessee hereunder and 
all other rights and remedies of the Lessor hereunder (except the rights to expenses, fees and 
indemnification of the Lessor provided herein), have been pledged and assigned by the Lessor 



to the Trustee under the Indenture as security for the repayment of the Bonds. Lease Payments, 
including payments made by the Redevelopment Agency to the Lessee under the Reimbursement 
Agreement, shall be paid directly to the Trustee. The Trustee may exercise any of the rights and 
remedies assigned to it hereunder directly against the Lessee. It is expressly agreed that, 
notwithstanding such pledge and assignment, the Lessor shall retain all duties and obligations of 
the Lessor hereunder. 

SECTION 7.2 Assi~nrnent and Subleasing bv the Lessee. This Lease may be assigned 
or the Leased Property or any Leased Unit of the Project or portion thereof may be subleased by 
the Lessee, provided, that any such assignment or sublease shall be subject to all of the following 
conditions: 

(a) This Lease and the obligation of the Lessee to make Lease Payments under 
this Lease shall remain obligations of the Lessee; and 

(b) The sublessee or assignee shall become primarily liable on the obligations 
of the Lessee under this Lease to the extent of the interest subleased or assigned; and 

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

(d) No such sublease or assignment by the Lessee shall cause the Leased 
Property to be used for a purpose other than a governmental function authorized under 
the provisions of the Constitution and laws of the State; and 

(e) The Lessee shall have delivered to the Trustee an opinion of Bond Counsel 
to the effect that such sublease or assignment shall not adversely affect the exclusion of 
interest on the Bonds from gross income for Federal income tax purposes and the 
exemption of interest on the Bonds from State of California personal income taxes. 

SECTION 7.3 Release and Indemnification Covenants. The Lessee shall and hereby 
agrees to the extent permitted by law to indemnify and save the Lessor, the members of the 
Lessor, and the Trustee and the members, officers and employees of each of the foregoing 
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 Leased Property or any Component of the Project by the Lessee or at its direction 
or request, (b) any breach or default on the part of the Lessee in the performance of any of its 
obligations under this Lease, (c) any act or negligence of the Lessee or of any of its agents, 
contractors, servants, employees or licensees with respect to the Leased Property or any 
Component of the Project, (d) any act or negligence of any assignee or sublessee of the Lessee, 
or of any agents, contractors, servants, employees or licensees of any assignee or sublessee of the 
Lessee with respect to the Leased Property or any Component of the Project, (e) the acquisition, 
construction and installation of any Component of the Project or the authorization of payment of 

i,, the Project Costs by the Lessee or authorization of payment of costs of repairs to the Leased 



Property or any Component of the Project, (f) the Trustee's acceptance or administration of the 
trust, or performance of its duties under the Indenture, (g) the sale of any Bonds and the carrying 
out of any of the transactions contemplated by the Bonds, or (h) any untrue statement or alleged 
untrue statement of any material fact or omission or alleged omission to state a material fact 
necessary to make the statements made, in light of the circumstances under which they were 
made, not misleading in any official statement or other disclosure document utilized in connection 
with the sale of the Bonds. No indemnification to the Lessor or the Trustee is required to be 
made by the Lessee under this Section 7.3 or elsewhere in this Lease for willful misconduct or 
negligence under this Lease by the Lessor, the Trustee, their officers, agents, employees, 
successors or assigns. 

ARTICLE VIII 

EVENTS OF DEFAULT AND REMEDIES 

SECTION 8.1 Events of Default Defined. The following shall be "events of default" 
under this Lease and the terms "events of default" and "default" shall mean, whenever they are 
used in this Lease, any one or more of the following events: 

(a) Failure by the Lessee to pay any Lease Payment at the time specified 
herein. 

(b) Failure by the Lessee to observe and perform any covenant, condition or 
agreement on its part to be observed or performed herein or in the Site Lease, other than 
as referred to in clause (a) of this Section, for a period of sixty (60) days after written 
notice specifying such failure and requesting that it be remedied has been given to the 
Lessee by the Lessor, the Trustee or the Owners of not less than twenty-five percent 
(25%) in aggregate principal amount of Bonds then outstanding; provided, however, if the 
failure stated in the notice cannot be corrected within the applicable period, the Lessor, 
the Trustee and such Owners will not unreasonably withhold their consent to an extension 
of such time if corrective action is instituted by the Lessee within the applicable period 
and diligently pursued until the default is corrected. 

(c) The filing by the Lessee of a voluntary petition in bankruptcy, or failure 
by the Lessee promptly to lift any execution, garnishment or attachment, or the filing of 
an involuntary petition in bankruptcy against the Lessee which petition shall not have 
been withdrawn within sixty (60) days, or assignment by the Lessee for the benefit of 
creditors, or the entry by the Lessee into an agreement of composition with creditors, or 
the approval by a court of competent jurisdiction of a petition applicable to the Lessee in 
any proceedings instituted under the provisions of the federal bankruptcy law or under any 
similar acts which may hereafter be enacted. 

SECTION 8.2 Remedies on Default. Whenever any event of default referred to in 
i Section 8.1 hereof shall have happened and be continuing, it shall be lawful for the Lessor to 



exercise any and all remedies available pursuant to law or granted pursuant to this Lease; 
provided, however, that notwithstanding anything herein or in the Indenture to the contrary, 
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. Subject to the receipt of the 
opinions set forth in subparagraph (c) below, after the occurrence of an event of default 
hereunder, the Lessee will surrender possession of the Leased Property to the Lessor, if requested 
to do so by the Lessor, or by the Trustee or the Owners in accordance with the provisions of the 
Indenture. 

(a) No Termination: Re~ossession and Re-Lease on Behalf of Lessee. In the 
event the Lessor does not elect to terminate this Lease in the manner hereinafter provided 
for in subparagraph (b) hereof, the Lessor, to the extent permitted by law (subject to the 
receipt of the opinions set forth in subparagraph (c) below) may, with the consent of the 
Lessee, which consent is hereby irrevocably given, repossess the Leased Property and 
re-lease it for the account of the Lessee, in which event the Lessee's obligation will 
accrue from year to year in accordance with this Lease and the Lessee will continue to 
receive the value of the use of the Leased Property from year to year in the form of 
credits against its obligation to pay Lease Payments. The obligations of the Lessee shall 
remain the same as prior to such default, to pay Lease Payments whether the Lessor 
re-enters or not. The Lessee agrees to and shall remain liable for the payment of all 
Lease Payments and the performance of all conditions contained herein and shall reim- 
burse the Lessor for any deficiency arising out of the re-leasing of the Leased Property, 
or, in the event the Lessor is unable to re-lease the Leased Property, then for the full 
amount of all Lease Payments to the end of the Term of this Lease, but said Lease Pay- 
ments andlor deficiency shall be payable only at the same time and in the same manner 
as provided above for the payment of Lease Payments hereunder, notwithstanding such 
repossession by the Lessor or any suit, brought by the Lessor for the purpose of effecting 
such repossession of the Leased Property or the exercise of any other remedy by the 
Lessor. 

The Lessee hereby irrevocably appoints the Lessor as the agent and attorney-in-fact 
of the Lessee to repossess and re-lease the Leased Property, subject to the receipt of the 
opinions set forth in subparagraph (c) below, in the event of default by the Lessee in the 
performance of any covenants contained herein to be performed by the Lessee and to 
remove all personal property whatsoever situated upon the Leased Property, to place such 
property in storage or other suitable place in the County in which the Lessee is located, 
for the account of and at the expense of the Lessee, and the Lessee hereby exempts and 
agrees to save harmless the Lessor from any costs, loss or damage whatsoever arising or 
occasioned by any such repossession and re-leasing of the Leased Property. The Lessee 
hereby waives any and all claims for damage caused or which may be caused by the 
Lessor in repossessing the Leased Property as provided herein and all claims for damages 
that may result from the destruction of or the injury to the Leased Property and all claims 
for damages to or loss of any property belonging to the Lessee that may be in or upon 
the Leased Property. 



The Lessee agrees that the terms of this Lease constitute full and sufficient notice 
of the right of the Lessor to re-lease the Leased Property in the event of such repossession 
without effecting a surrender of this Lease (subject in such event to the receipt by the 
Lessor of the opinions set forth in subparagraph (c) below), and further agrees that no acts 
of the Lessor in effecting such re-leasing shall constitute a surrender or termination of this 
Lease irrespective of the term for which such re-leasing is made or the terms and 
conditions of such re-leasing, or otherwise, but that, on the contrary, in the event of such 
default by the Lessee the right to terminate this Lease shall vest in the Lessor to be 
effected in the sole and exclusive manner provided for in subparagraph (b) below. The 
Lessee further waives the right to any rental obtained by the Lessor in excess of the Lease 
Payments and, to the extent permitted by law, hereby conveys and releases such excess 
to the Lessor as compensation to the Lessor for its services in re-leasing the Leased 
Property. 

(b) Termination: Repossession and Re-Lease. In the event of the termination 
of this Lease by the Lessor at its option and in the manner hereinafter provided on 
account of default by the Lessee (and notwithstanding any repossession of the Leased 
Property by the Lessor in any manner whatsoever or the re-leasing of the Leased Property 
in accordance with the terms hereof), the Lessee nevertheless agrees to pay to the Lessor 
all costs, losses or damages howsoever arising or occurring payable at the same time and 
in the same manner as is provided herein in the case of payment of Lease Payments. Any 
proceeds of the re-lease or other disposition of the Leased Property by the Lessor shall 
be delivered to the Trustee for deposit first into the Interest Payment Account, and to the 
extent such account is funded to the extent then required under the Indenture, in the 
Principal Payment Account and shall be applied in accordance with the provisions of 
Article IV of the Indenture. Neither notice to pay rent or to deliver up possession of the 
Leased Property given pursuant to law nor any proceeding taken by the Lessor to recover 
possession of the Leased Property shall of itself operate to terminate this Lease, and no 
termination of this Lease on account of default by the Lessee shall be or become effective 
by operation of law, or otherwise, unless and until the Lessor shall have obtained the 
opinions set forth in subparagraph (c) below and given written notice to the Lessee of the 
election on the part of the Lessor to terminate this Lease. The Lessee covenants and 
agrees that no surrender of the Leased Property for the remainder of the Term hereof or 
any termination of this Lease shall be valid in any manner or for any purpose whatsoever 
unless stated or accepted by the Lessor by such written notice. No such termination shall 
be effected either by operation of law or act of the parties hereto, except only in the 
manner herein expressly provided. 

The 
Code shall 
in addition 

' Lessor and Lessee hereby agree that Section 195 1.2 of the California Civil 
apply to this Lease and that upon such termination, the Lessor may recover, 
to all other damages available by contract or at law, from the Lessee: (i) the 

worth at the time of award of the unpaid rental which had been earned at the time of 
termination; (ii) the worth at the time of award of the amount by which the unpaid rental 
which would have been earned after termination until the time of award exceeds the 
amount of such rental loss that the Lessee proves could have been reasonably avoided; 



(iii) the worth at the time of award of the amount by which the unpaid rental for the 
balance of the term after the time of the award exceeds the amount of such rental loss that 
the Lessee proves could have been reasonably avoided; and (iv) any other amount 
necessary to compensate the Lessor for all the detriment proximately caused by the 
Lessee's failure to perform its obligations under this Lease or which in the ordinary 
course of things would be likely to result therefrom. The "worth at the time of award 
of the amounts referred to in clauses (i), (ii) and (iii) above is computed by allowing 
interest at the legal rate of interest per annum at which judgments for money in the State 
of California bear interest. 

(c) Exce~tions: Citv-Countv Administration Building. Parkinn Garage and 
Communications Center. Notwithstanding the foregoing, the Lessor, or the Trustee acting 

.: 
on behalf of the Lessor, shall have no right to repossess or reenter the Leased Unit of the r 
Project comprising the City-County Administration Building until the Lessor, or the r 

Trustee acting on behalf of the Lessor, has first offered to the County in writing notice 
that the County is entitled to assume the Lessee's obligations hereunder with respect to 

\ 
the City-County Administration Building, including but not limited to the obligation of 
the Lessee to pay Lease Payments with respect thereto. The County shall respond in 
writing to the Lessor, or the Trustee, as applicable, no later than 30 days following the 
receipt of such notice. In the event the County determines not to assume Lessee's 
obligations hereunder with respect to the City-County Administration Building, the Lessor 
or the Trustee, as applicable, may thereupon proceed to repossess or reenter such facility 
or pursue any other remedy provided herein. The parties hereto acknowledge that the 
provisions set forth this paragraph are intended to permit the County to protect its interests 
in and to the City-County Administration Building and as such the parties hereto 
acknowledge that the County is a third-party beneficiary of this Agreement insofar as the 
County would be entitled to assume the Lessee's obligations with respect to the City- 
County Administration Building. 

Notwithstanding the foregoing, in accordance with Section 6.7 of the Master 
Agreement the Financing Agency shall be entitled, upon the occurrence of an Event of 
Default hereunder and a decision by the Trustee to terminate this Lease in accordance 
with Section 8.2(b) above, to exercise its "right of first refusal" with respect to the 
purchase of the Parking Garage, and the Lessor, or the Trustee acting on behalf of the 
Lessor, shall cause to be delivered to the Financing Agency notice of the occurrence of 
an Event of Default hereunder. The purchase price for the Parking Garage shall be the 
principal amount of the Lease Payments due and owing with respect to the Parking 
Garage, together with interest due on said principal amounts to the date such purchase is 
exercised. The Financing Agency shall within 30 days of the receipt of said notice 
respond to the Lessor, or the Trustee acting on behalf of the Lessor, whether the 
Financing Agency intends to purchase the Parking Garage. In the event the Financing 
Agency determines not to exercise its right to purchase the Parking Garage, the Lessor 
or the Trustee, as applicable, may thereupon proceed to exercise its remedies as provided 
herein. The parties hereto acknowledge that the provisions set forth in this paragraph are 
intended to permit the Financing Agency to protect its interests in and to the Parking 



Garage and as such the parties hereto acknowledge that the Financing Agency is a third- 
party beneficiary of this Agreement insofar as the Financing Agency would be entitled to 
exercise the "right of first refusal" with respect to the purchase of the Parking Garage 
from the Lessor, or the Trustee acting on behalf of the Lessor. 

In the event the County or the Financing Agency, as the case may be, determines 
to exercise their respective rights as set forth above, the Bond Insurer shall be 
immediately notified; provided however, that no action by the County or the Financing 
Agency to exercise any rights hereunder shall limit the rights and remedies of the Bond 
Insurer under this Agreement. 

In addition, the Lessor, or the Trustee acting on behalf of the Lessor, shall have 
no right to repossess or reenter Communications Dispatch Center, the sole remedy of the 
Lessor or the Trustee, as applicable, being to seek payment of Lease Payments therefor 
as and when the same become due. 

(d) Opinion of Bond Counsel. The repossession andlor re-leasing of the 
Leased Property, or the termination of this Lease as provided in subparagraph (b) above, 

. shall be subject to the written consent of the Lessor (which consent shall not be 
unreasonably withheld) and the opinion of Bond Counsel addressed to the Lessor that such 
repossession andlor re-leasing, or termination of the Lease, as applicable, will not 
adversely affect the exclusion of interest on the Bonds from gross income for Federal 
income tax purposes and the exemption of interest on the Bonds from State of California 
personal income taxes; provided however, the Trustee shall not be required to obtain such 
opinions provided it has received the consent of a majority in aggregate principal amounts 
of Bonds outstanding. 

SECTION 8.3 No Remedy Exclusive. No remedy conferred herein upon or reserved 
to the Lessor is intended to be exclusive and every such remedy shall be cumulative and shalt be 
in addition to every other remedy given under this Lease or now or hereafter existing at law or 
in equity. Without limiting the generality of the foregoing, the Lessor may bring an action or 
suit in equity (i) to require the Lessee and its trustees, officers and employees to account as 
trustee of an express trust, (ii) to enjoin any acts or things which may be unlawful or in violation 
of the rights of the Lessor, or (iii) by mandamus to enforce the Lessor's rights against the Lessee 
(and its officers and employees) and to compel the Lessee to perform and carry out its duties and 
obligations under the law and its covenants and agreements with the Lessor as provided herein. 
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 Lessor to exercise any remedy reserved to it in this Article it shall not be necessary to give 
any notice, other than such notice as may be required in this Article or by law. 

SECTION 8.4 Agreement to Pay Attorneys' Fees and Ex~enses. In the event either 
party to this Lease should default under any of the provisions hereof and the nondefaulting party 
should employ attorneys or incur other expenses for the collection of moneys or the enforcement 



of performance or observance of any obligation or agreement on the part of the defaulting party 
contained herein, the defaulting party agrees that it will pay on demand to the nondefaulting party 
the reasonable fees of such attorneys and such other expenses so incurred by the nondefaulting 
Party. 

SECTION 8.5 No Additional Waiver Implied by One Waiver. In the event any 
agreement contained in this Lease should be breached by either party and thereafter waived by 
the other party, such waiver shall be limited to the particular breach so waived and shall not be 
deemed to waive any other breach hereunder. 

SECTION 8.6 Apvlication of the Proceeds from the Re-Lease of the Leased Property. 
All amounts received by the Lessor under this Article VIII shall be credited towards the Lease 
Payments in order of Lease Payment Date. 

SECTION 8.7 Trustee and Owners to Exercise Rights. Such rights and remedies as are 
given to the Lessor under this Article VIII have been assigned by the Lessor to the Trustee under 
the Indenture, to which assignment the Lessee hereby consents. Such rights and remedies shall 
be exercised by the Trustee and the Owners as provided in the Indenture. The Trustee's rights 
to immunities and protection from liability under Section 7.3 and its rights to payment of its fees 
and expenses hereto shall survive its resignation or removal and the final payment or the 
defeasance of the Bonds (or the discharge of the Bonds or the defeasance of the lien of the 
Indenture). 

ARTICLE IX 

OPTION TO PREPAY 

SECTION 9.1 O ~ t i o n  to Prepay. Subject to the terms and conditions of this Section, 
the Lessor hereby grants an option to the Lessee to prepay in whole or in part (and if in part, in 
integral multiples of $5,000), the Principal Components related to this Lease, or Principal 
Components related to any Leased Unit of the Project, in accordance with Section 12.01 of the 
Indenture. 

The Lessee and the Lessor hereby agree that such prepayment in part shall be credited 
towards the Lessee's obligations hereunder (and with respect to any Leased Unit of the Project, 
as specified by the Lessee) at the option of the Lessee either in inverse order of such obligations 
or pro rata (with respect to Principal Components) among Principal Payment Dates. A 
prepayment made pursuant to this Section 9.1 shall not cause a defeasance of Bonds unless the 
requirements of Section 4.6 hereof and Article XI1 of the Indenture are satisfied. 

SECTION 9.2 Credit for Amounts on Deposit. In the event of prepayment of the 
Principal Component related to this Lease in full under this Article IX, such that this Lease shall 
be terminated by its terms as provided in Section 4.2(a) hereof, all amounts then on deposit under 



the Indenture which are to be credited to the Lessee's obligations to make Lease Payments shall 
be credited towards the amounts then required to be so prepaid. 

ARTICLE X 

MISCELLANEOUS 

SECTION 10.1 Notices. All notices, certificates or other communications hereunder shall 
be sufficiently given and shall be deemed to have been received 48 hours after deposit in the 
United States mail in registered or certified form with postage fully prepaid when sent to the 
addresses shown on Exhibit E hereto. 

The Trustee, the Lessor, the Lessee, the Financing Agency and the Bond Insurer by notice 
given hereunder, may designate different addresses to which subsequent notices, certificates or 
other communications will be sent. 

SECTION 10.2 Binding Effect. This Lease shall inure to the benefit of and shall be 
binding upon the Lessor and the Lessee and their respective successors and assigns, and the 
Trustee shall be deemed a third party beneficiary of this Lease. 

SECTION 10.3 Severabilitv. In the event any provision of this Lease shall be held 
invalid or unenforceable by any court of competent jurisdiction, such holding shall not invalidate 
or render unenforceable any other provision hereof. 

SECTION 10.4 Amendments. Changes and Modifications. This Lease may be amended 
or any of its terms modified with the written consent of the Lessee and the Lessor; provided, that 
no such amendment shall become effective unless approved in writing by the Trustee and 
provided further that all such amendments must comply with Section 11.03 of the Indenture. 

SECTION 10.5 Net-net-net Lease. This Lease shall be deemed and construed to be a 
"net-net-net lease," and the Lessee hereby agrees that the Lease Payments shall be an absolute 
net return to the Lessor or its successors or assigns, free and clear of any expenses, charges or 
set-offs whatsoever. 

SECTION 10.6 Further Assurances and Corrective Instruments. The Lessor and the 
Lessee agree that they will, from time to time, execute, acknowledge and deliver, or cause to be 
executed, acknowledged and delivered, such supplements hereto and such further instruments as 
may reasonably be required for correcting any inadequate or incorrect description of the Leased 
Property (or any portion thereof) hereby leased or intended so to be or for carrying out the 
expressed intention of this Lease. 

SECTION 10.7 Execution in Counterparts. This Lease may be executed in several 
counterparts, each of which shall be an original and all of which shall constitute but one and the 

i.. same instrument. 



SECTION 10.8 Auulicable Law. This Lease shall be governed by and construed in 
accordance with the laws of the State of California. 

SECTION 10.9 Lessor and Lessee Representatives. Whenever under the provisions of 
this Lease the approval of the Lessor or the Lessee is required, or the Lessor or the Lessee is 
required to take some action at the request of the other, such approval or such request shall be 
given for the Lessor by an authorized representative of the Lessor and for the Lessee by an 
Authorized Representative of the Lessee, and any party hereto shall be authorized to rely upon 
any such approval or request. 

SECTION 10.10 Cautions. The captions or headings in this Lease are for convenience 
only and in no way define, limit or describe the scope or intent of any provisions or Section of 
this Lease. 



IN WITNESS WHEREOF, the Lessor has caused this Lease to be executed in its name 
by its duly authorized representative; and the Lessee has caused this Lease to be executed in its 
name by its duly authorized officer, all as of the Dated Date. 

MODEST0 PUBLIC FINANCING AUTHORITY, 
as Lessor 

CITY OF MODESTO, as Lessee 

By: L 
bity Manager 



State of California 1 
) ss 

County of Stanislaus ) 

On L, ~l.(&$1998 before me, -Laxe-r,. . . \ , , a Lra 1s , personally 
appearedx;c \\a,-;li-[ '9 \ah? , , @ persona\ly kn's1, to me, or [7 proved to me on 
the basis of satisfactory evidencato be the person(s) whose name(s) is/are subscribed to the 
within instrument and acknowledged to me that he/she/they executed the same in hishedtheir 
authorized capacity(ties), and that by hishedtheir signature(s) on the instrument the person(s), 
or the entity upon behalf of which person(s) acted, executed the instrument. 

WITNESS my hand and official seal. 

[Seal] 



State of California 1 
) ss 

County of Stanislaus ) 

,a -:Ti>-3 
On 1 ; ,  L , 1998 before .c(., : . .-.\,,,. 4 , ~ c k  3 ~ ; c p e  sonally 

appeared ,j , EC-L & - , ~ T L  ~L-f'lu - rso~dlly h b w n  to me, or b proved to me 
on the basis of satisfactory evidence to be t n(s) whose name(s) islare subscribed to the 
within instrument and acknowledged to me that he/she/they executed the same in his~herltheir 
authorized capacity(ties), and that by his/her/their signature(s) on the instrument the person(s), 
or the entity upon behalf of which person(s) acted, executed the instrument. 

WITNESS my hand and official seal. 
JACQUELYN IiUHST 1 

C ~ M M . # ~ O 4 5 ! ~ 1 8  
FjDlAR'/ PU5ilC-C,l!IFOi?t<:A 

STANISLAUS COUNTY 

-/>*--yo 
My corn*. Expirn *n. 33, rP i5  1 

Ql 



State of California 1 
) ss. 

County of Stanislaus ) 

On March 9, 1998, before me, Rosemarie Havener. Notary Public , 
Notary Public 

personally appeared Michael D. Milich 
Name@) of Signerfs) 

d o n a l l y  known to me -OR- proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within 
instrument and acknowledged to me that he executed 
the same in his authorized capacity, and that by his 
signature on the instrument the person, or the entity 
upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal. 

Signature of Notary Public 

OPTIONAL 

Capacity Claimed by Signer 
Individual 
Corporate Officer 

U Partner -- 13 Limited C1 General 
Attorney-in-fact 
Trustee 
Guardianfconservator 
Other: 

Signer is Representing: 
Name of Persons(s) or Entity (ies) 

Attention Notary= Although the information requested below is OPTIONAL, it could prevent 
fraudulent attachment of this certijicate to an unauthorized document. 

THIS CERTIFICATE Title or Type of Document 
MUST BE ATTACHED 
TO THE DOCUMENT Number of Pages Date of Document 
DESCRIBED AT RIGHT: Signer(s) Other than Named Above 



Exhibit A 

Public Parks 
SitesIPublic 

City-County Communications Police Capital 
Administration Parking Garage Dispatch Center Headquarters Improvements 

Building Annual Semi-Annual Lease Semi-Annual Lease Building Semi-Annual Semi-Annual Total Annual 

Year Lease Payments Payments Payment Lease Payments Lease Payments Lease Payments 

See Attachment 2 Hereto 



Exhibit B 

GENERAL DESCRIPTION OF THE LEASED PROPERTY 

I .  The Lessee's one-half undivided interest in and to portions of the City-County 
Administrative building, including the Lessee's one-half undivided interest in the Site 
upon which such facility will be constructed, together with the Lessee's rights and 
interests in the use of common areas, but excluding that certain airspace subdivision on 
the first floor of the City-County Administrative building. 

2. The public parking garage containing approximately 700 spaces to be used by the general 
public, including the Site upon which such facility .is located. 

3. The Public Park Improvements, consisting of (i) the Floyd Neighborhood Park, (ii) the 
Riverside Neighborhood Park, (iii) the Sipherd Neighborhood Park (iv) the Wesson Ranch 
Neighborhood Park, and (v) the Park Graceada, including in each instance, all other 
improvements, facilities to be exclusively occupied or administered by the City. 

4. The Lessee's undivided fifty percent (50%) interest in and to the use of facilities 
constituting the Communications Dispatch Center, including its undivided fifty percent 
(50%) interest in and to the Site, and interests in the use of common areas. 

5. The Police Headquarters building, including the Site upon which such facility is located. 

6. The Miscellaneous Public Properties, such properties being located within the City and 
more commonly referred to as (i) Fire Station No. 1; (ii) Fire Station No. 3; (iii) Fire 
Station No. 5; (iv) Fire Station No. 6; (v) Fire Station No. 7; (vi) the McHenry Museum; 
(vii) the McHenry Mansion; (viii) the Community Center; (ix) the Senior Citizen Center; 
(x) Parking Lot No. 25; (xi) Parking Lot No. 3 and (xi) the Parking Structure. 



Exhibit C 

LEGAL DESCRIPTION OF THE SITES 

See Attachment 1 hereto 



COMPONENTS OF THE PROJECT 

The Project is a mixed use development proposed for downtown Modesto (referred to herein as 
the " 10th Street Place Project"), together with other capital improvements as more fully described 
below. The Components of the Project include the following: 

A joint administrative office building for the City of Modesto and the County of Stanislaus. The 
total square footage of the building is approximately 248,000, of which approximately 220,000 
will be office space for use by the City and County. Approximately 28,000 square will be used 
for retail space. The retail space will be located on the ground floor of the office building. The 
building is seven stories high, six stories of which are above grade and one below grade. 

A public parking garage of approximately 700 spaces. The garage will be five stories, four of 
which are above grade and one below grade. This Component includes a retail pad of 
approximately 12,000 square feet located adjacent to the public parking garage. 

The rehabilitation of an approximately 18,700 square foot Communications Dispatch Center 
jointly owned by the City and the County. The Communications Dispatch Center will be located 
on the Communications Dispatch Center Site. 

An approximately 40,000 square foot Police Headquarters building will be constructed on the 
Police Site to provide administration, support and investigative activities for the City's police 
department. 



Exhibit E 

ADDRESSES FOR NOTICES 

If to the Lessee: City of Modesto 
1012 "1" Street, 2nd Floor 
Modesto, California 95353 
Attention: Director of Finance 

If to the Lessor: Modesto Public Financing Authority 
C/O City of Modesto 
1012 "I" Street, 2nd Floor 
Modesto, California 95353 
Attention: President 

If to the Financing Agency: City-County Capital Improvements and Financing Agency 
(C/O Stanislaus County CEO's Office) 
1 100 H Street, 2nd Floor 
Modesto, California 95354 
Attention: Project Administrator 

If to the County County of Stanislaus 
80 1 1 1 th Street 
Modesto, California 96354 
Attention: Chief Executive Officer 

If to the Bond Insurer: Ambac Assurance Corporation 
One State Street Plaza 
New York, New York 10004 
Attention: Surveillance 

If to the Trustee: Harris Trust Company of California 
601 South Figueroa Avenue, 49th Floor 
Los Angeles, California 9001 7 
Attention: Corporate Trust Department 



ATTACHMENT 1 

,.-. 
Parcel No. -- Graceda Par 

( All of Blocis 531, 532 and 233 as per map filed December 21, 1942 in 
Volume 15 of Maps, Stanielaus County Recordti. 

Parcel No. 2 -- Floyd Park 
Parcels A and B as per Parcel Map filed October 9, 1969 i n  Volume 7 of 
Parcel Maps, Page 68, Stanislaus County Records. 

Parcel No. 3 -- Comunication Facility 
An undivided one-half interest in the following: 
Parcel 2 as per Parcel Map filed September 24, 1979'i.n Volume 29 of 
Parcel Maps, Page 100, Stanielaus County Records. 

parcel No. 4 -- Police Facility 
Lots 1 thru 32, inclusive, in Block 71 of the CITY OF MODESTO, ae per 
map recorded December 21, 1942 in Volume 15 of Maps, Stanielaus County 
Records. 

TOGETHER WITH 

~ l l  that real property in the State of California, Count of x Stanislaus, City of Modesto, being a portion of the Nort east quarter 
of Section 32, Township 3 South, Range 9 Ea~t, Mount Diablo Base and 
~eridian, described as follows: 

That portion of the 20-foot alley in Block 71 as delineated on the 
Official Ma of the City of Modesto, as per map filed December 21, 
1947,  in Vofume 15 of Mapa, Stanislaus County Records, described as 
follows : 

( Beginning at the most Southerly corner of Lot 16 in said Block 71, 
said point being on the Noxtheaetern line of said 20.00 foot alle in 
Block 71; thence alon sa id  Northeastern line of said alley, Nort f: 4 3 0  
29' 30" Weat, 150.00 ?eet, to the most Souther1 corner of Lot 10 in 
Block 71; thence South 46' 30' 30" West, 20.00 5 eet, to the met 
Northerly corner of Lot 22 in Block 71, said point being on the 
Southwestern line of the 20-00 foot alley in Block 71; thence along 
said Southwestern line of said a l l @  , South 43O 2 9 '  30" East, 150.00 I feet, to the most Easterly corner o Lot 17 in Block 71, said point 
being on the Northwestern line of 80.00 foot "Fn Street; thence along 
said Northwestern line of 'IF" Street, North 46O 30' 30" East, 20.00 
feet, to the point of beginning. 

Parcel No. 5 - -  Block 67 Redevelopmeat Aqencv 
Lots 1 through 7 and 25 through 32 in Block 67 of the City of Modesto 
as per Map flled December 21, 1942 in volume 15 of Maps, Stanislaus 
County Records 

To ether with: 
A1P that portion of Lot 8 in Block 67 of the City of Modeeto described 
as followe: 
Beginning at the most Northerly Corner of said Lot 8, thence south 430 
31' 06" East along the northeasterly line of eaid lot, a distance of 
20.14 feet; thence South 46' 2 7 '  30" West a distance of 150.09 feet to 
the center line of said alley; thence North 43"  31' 16" West along 
said center line a distance of 20.11 feet to the point of intersection 
with the southwesterly extension of the Northwesterly line of Lot 8; 
thence North 4 6 O  26146n East along said extension and said 
Northwesterly line of Lot 8, a distance of 150.09 feet to the point of 
beginning. 



Also Together witbt 
All that portion of Lots 23 and 24 in Block 67 described as follows: 
Beginning at the most westerly corner o f  Lot 24, thence North 46O 27' 
01" East alon the northwesterly line of snid Lot 24, a dietance of 
95.17 feet; t g ence Aouth 43O 32' 30" East, a distance of 33.11 feet; 
thence South 46O 2 7 '  30" Pest, a distance of 95.18 feet to a point on 
the southwester1 line of Lot 23; thence North 430 31' 28"  West, along 
said southwester Y y line of Lot 23 and the southwesterly line of ~ o t  24 
a distance of 33.10 feet to the point of beginning. 

Excepting therefrom the following described property: 
All that portion of Lot 25 in Block 67 described as follows: 
Beginning at the most eaetesly corner of L o t  25; thence South 4 6 O  2 7 '  
01" West along the southeasterly line of said Lot 25, a distance of 
44.92 feet; thence North 4 3 O  32' 30" West, a distance of 4.91 feet; 
thence North 4 6 O  2 7 '  30" East, a distance of 54.92 feet to the 
centerline of the alley ae shown on said map of Block 67; thence south 
43O 31' 16" East, along said alley centerline, a distance of.4.96 
fee t ,  to the point of Intersection with the northeaetcrly extension of 
the southeasterly line of'said Lot 25; thence South 4 6 O  27 '  oilt west 
along said extension, a distance of 10.00 feet to the point of 
beginning. 

~atcelbJo.  6 --  Block 67 Cltv-County Capital Inmrovements an4 
Financina Asencx 
An undivided one-half interest in and to the following: 
Lots 8 through 24 in Block 67 of the City of Modesto as per map filed 
December 21, 1942 in Volume 15 of Maps, Stanislaus County Records. 

To ether with the following described propert : 
A1 9 that portion of Lot 25 in Block 67 descri ed as follows: 
Beginning at the most easterly comer of Lot 25; thence South 4 6 O  2 7 '  
0 1 1 ~  West alon cbe southeasterly line of eaid Lot 25, a distance of 
44.92  feet; t i: encs North 43" 32' 30" West, a distance of 4.91 feet; 
thence North 46O 27' 30" East, a distance of 54.92 feet to the 
centerline of the alley as shown on said map of Block 67; thence south 
43O 31' 16" East, along said alley centerline, a distance of 4.90 
feet, to the point of lntersection with the northeasterly extension of 
the southeasterly line of said Lot 25; thence South 46" 27 '  01" West 
along said extension, a distance of 10.00 feet to the point  of 
beginning, 

Excepting therefrom the following described property: 
All that portion of Lot 8 in Block 67 of the City of Modeeto deticribed 
as followe: 
Beginning at the most Northerly Corner of said Lot 8, thence South 430 
31' 06## East along the northeasterly line of eaid lot, a distance of 
20.14 feet; thence South 46O 2 7 '  30'' West a distance of 150.09 feet t o  
the center l ine  of snid alley; thence North 43O 3 1 '  1 6 p  West along 
said center line a distance of 20.11 feet te the point of intersection 
with the southwesterly extension of the Northwesterly line of pot: 8; 
thence North 46O 26I46l1  Eaet along said extension and said 
Northwesterly line of Lot 8, a distance of 150.09 feet to the point of 
beginning. 

Also exceptin therefram the fallowing described pro erty: 
All that port!on of Lots 23 and 24 in Block 67 dessr 'P bed ee follows- 
Beginning at the most westerly corner of Lot 24, thence ~ o r t h  4 6 O  2;' 
0111 East alon the northwesterly line of said Lot 24, a distance of 
95.17 feet; t !! ence Aouth 43O 32' 30" E a e t ,  a distance of 33.11 feet; 
thence South 4S0 27' 30" West, a distance of 95.18 feet to a point on 
the southwester1 line of Lot 23; thence North 430 31' 28"est, along 
said southwester I y line of Lot 23 and the southwesterly line of Lot 24 
a distance of 33.10 feet to the point of beginning. 



Parcel no. 7 -- Wesaoa Park 
Parcel No. 1 as per Parcel Map filed January 28, 1980 in Volume 30 of 
Parcel Maps, Page 13, Stanislaus County Records. 

Parcel No. 8 -- Hollwood Park 
Lot 1 in Block l3lS8 of Hollywood Park No. 2 ae per Map filed February 
2 8 ,  1978 in Book 27 of Maps, Page 44, Stanislaus County Records. 

Parcel No. 9,- Rsverside Par% 
Parcel A: 
Parcels 1 and 1-A as per Parcel Map recorded May 16, 1966 in Book 1 of 
Parcel Maps, Page 134 ,  Stanislaus County Records. 

Excepting Therefrom Parcels B-1 and B-2 a8 per Parcel Map filed June 
5, 1974 In Book 19 of Parcel Maps, Page 31, Stanislaus County Records. 

Parcel B: 
Parcel No. A as per map filed June 5 ,  1974 in Book 19 of Parcel Maps, 
Page 31, stanislaus County Records. 

Parcel NO. 10 -- Sipherd Park 
Parcel B as per map recorded August 14, 1974 i n  Book 19 of Parcel 
Maps, Page 75, Stanislaus County Records. 

Parcel No. 0 
All of Block 603 of the City of ~odesto as per map filed December 21, 
1942 in Volume 15 of Maps, Stanislaus County Records. 

Parcel No. 12 - -  M c H e n w  Mansion 
Lots 17 through 24 i n  Block 122 of the City of Modesto as per Map file 
December 21 ,  1942 in Volume 15 of Maps, Stanislaus County Records. 

Parcel No. --  McKearv Muee 
Lots 27 th&h 32 in Block 1 9  of the City of Modesto as per ~ a p  
filed December 21, 1942 in Volume 15 of Maps, Stanislaus County 
Records. 
Exce ting therefrom Lot 27, the Southeasterly 3 feet of the g Sout westerly 97 feet thereof. 

Parcel No. 14  -- Senior Citizen6 Center 
Lots 18 through 31  in Block 590 of the City of Modesto as per Map 
filed December 21 ,  1942 i n  Volume 15 of Maps, Stanislaus County 
Records. 

parcel No. 15 -- Parkins Structure 
Lot 5 through 12 in Block 6 8  of the C i t y  of Modesto as per Map filed 
December 21, 1942 in Volume 15 of Maps, Stanislaus County Records. 

p p g J n c l  Lot # 3 
Lots 29, 30, 31 and 32 in Block 94 of the City of Modesto as per Map 
filed December 21, 1942 in Volume 15  of Maps, Stanielaus County 
Records. 

Parcel No. 17 -- Parkina Lot # 25 
Lots 28 through 32 in Block 55 of the City of Modesto as per Map filed 
December 21, 1942 in Volume 15 of Maps, Stanielaus County Records. 

Lots 17 through 26 in  Block 81 of the City of Modesto as per Mag filed 
December 21, 1942 in Volume 15 of Maps, Stanislaus County Records. 

Parcel No. 1 9  -- F i r e  Station # 3 
~ o t s  1 and 2 in   lock 2283 of D Creek Estates No. 1 as per Map filed 
December 13, 1966 In Volume 21.0 Maps, Page 55, Stanislaus County 
Records. 

7 



Parcel No. 20 -- Firs Station # 6 
Parcel No. C as per Parcel Map filed August 17, 1977 in Book 25 of 

( Parcel Mape , Page 83, St anislaus County Records. 

Parcel No. 21 -- F i r e  Station # 7 
Parcel A as per Parcel Map filed June 27, 1974 in Volume 19 of Mape, 
Page 51, Stanislaue County Records. 

Parcel No. 22 -- Fire Station #. 5 

PARCEL 1; 

All that portion of Lot 2 of the Fresno Tract, as per map filed March 
4, 1903 in Volume 1 of Maps, Page 76, Stanislaus County Recorde, 
described as follows: 

BEGINNING at a point on the east line of said Lot 2 located on the 
centerline of a 50 foot public'road designated ae Oakdale Road on said 
map, which point is located North O0 30' West 396 feet from the 
southeast corner of eaid Lot 2; thence from said point of beginning 
parallel to the south line of said Lot 2 .  North 88O 30' West 660 feet 
to a point on the west line of said Lot 2; thence North O 0  301 West rz 
along said west line of said Lot 2 a distance of 153.73 feet: thence h 
east parallel with the south line of said Lot 2, a distance of 660 k 
feet to a point on the east line of said Lot 2, located on the center 
line of sald Oakdale Road.,; thence along the east line of said Lot 2 Cc - 
and the centerline of said Oakdale Road, South 0" 30' East 174.24 feet 
to the point of beginning. u 

3 -. 
ALSO EXCEPTING THEREFROM all that portion thereof lying northerly of =. 

x 
the north line of Burchell Court (formerly Northern Boulevard) - 

i extending westerly to the west line of Lot 2. - 
u 

ALSO EXCEPTINO THEREFROM all that portion thereof lying within 
Briggsmore Avenue, Burchell Court and McHenry Avenue. 

ALSO EXCEPTING THEREFROM all that certain property described in Deed 
to Chester D. Chambers, recorded March 10, 1964 in Book 1929 at Page 
641, and in Deed to S.W.A.P., a Joint Venture, recorded July 10, 1962 
in Book 1780 at Page 145, Stanislaus County Records. 

PARCEL 2 :  

All that portion of Lot 2 of the Fresno Tract, as per map filed March 
4,,1903 in Volume 1 of Mape, Page 76, Stanislaus County Records, 
Section 17, Township 3 South, Range 9 East, M.D,B.& M., described as 
follows : 

COMMEWCXNG at a point on the southerly line of the property conveyed 
to Chester D. Chambers by Deed recorded May 7, 1959 in Volume 1545 of 
Official Records at Page 321, as Instrument No. 13137, Stanislaus 
County Records, said point being the northeastern corner of Parcel 
on the western line of Timothy Avenue as shown on the map entitled 
I1Survey of a portion of Lot 2 of the Fresno Tract, filed April 16, 
1954 in Volume 6, Record of Surveye, page 53, Stanislaus County 
Records; thence along a l i n e  at r~ght angels to the western ILne of 
Timothy Avenue, North 8 g 0  30' East, 3 0 . 0 0  feat to a point on the 
northerly extension of the centerline of Timothy Avenue; thence along 
said northerly extension, North 00° 30' West, 46.90 feet to the true 
point of beginnin thence North 7 O  5 2 '  2gn Ea8t, 8 4 . 5 1  f e e t  to a 
point on the nort !; ern line of said Chambers pro erty, which is also 
the southern line of the property conveyed to t g e Clty of Modesto by 
Deed recorded October 11, 1957, as Instrument No. 26217, Stanislaue 
County Records, said l i n e  also bein the southern line of Parcel "An 
as per map of Record of Survey file 8 July 6, 1962 in Volume 9 of 



Surveye , Page 25, Stanislous County ~ecoids ; 
(continued) 
Order No.: 904378 A 
Legal Description - Continued 

thence along said line, South 8 8 O  32' 30" East, 142.76 feet to a 3/4 
inch iron pape at the southeastern corner of said Parcel l1An, said 
corner being the northeast corner of s a ~ d  Chambers property which is 
also a point on the western line of a 20 foot alle conveyed to the 

1 r Cit of Modesto  by Deed recorded October 19, 1960 n Volume 1639 of 
Off cia1 Records, at  Page 695, as Instrument No. 29947, Stanislaus 
County Records; thence along said western line, South 0 0 °  30' East, 
60.58 feet; thence South 8 2 O  47' 55"  West, 155.59  feet to the point of 
beginning, 

~ l l  that portion of Lot 2 of the Fresno Tract, a6 per map filed March 
4, 1903 in Volume 1 of Mape, Page 76, stanislaus County Records, 
described as follows: 

BEGINNING at the northeast corner of Paxcel A, as shown on a Record of 
Surve Map of a portion of Lot 2 of the Fresno Tract, filed July 6, 
1962 I n Volume 9 of Record of Suweys ,  Page 25, Stanislaue County 
Records; thence along the north line of Parcel "A8', South 8gD 46' 50"  
West 135.63 feet to the true point of beginning; thence continuing 
along said north line South 8 S 0  4 6 l  5 0 "  West 120.54 feet; thence South 
37O 571 43" East 166.35 feet to  the southwest corner of property 
conveyed to the C i t y  of Modesto by Deed recorded March 10, 1964 in 
Volume 1929 of Official Records, Pa e 643, as Instrument No, 9843, 
Stanisleus County Recorde; thence a?ong the west line of the City of 
Modesto property as conve ed by Deed above referred to and the 
northerly extension of sa 1 d westerly line North 7 O  521 29" East 1 3 2 . 9 0  
feet, more or less, to the true point of beginning. 

All that portion of Lot 2 of the Fresno Tract, as per map filed March 
4, 1903 in Volume 1 of Maps, Page 76, Stanislaus C o u n t y  Records, 
described as follows: 

BEGINNING at the northeast corner of Parcel D, aa shown on a Record of 
Sume Map of a portion of Lot: 2 of the Fresno Tract, filed April 16, 
1954 r n Volume 6 of Record of Surveys, Page 53, Stanislaue County 
Records; thence North 83O 31' 30" West along the north line of said 
Parcel D and its westerly extension, a distance of 155.02 feet, more 
or less, to the centerline of Timothy Avenue, as shown on the Record 
of Survey above referred to] thence.North o0 30' West, along the 
northerly extension of said centerline of Timothy Avenue to the 
eouthwest corner of the property conveyed to the City of Modesto by 
Deed recorded March 10, 1964, in Volume 1929 of Official R e c o r d s ,  Page 
643,  as Instrument No. 9843, Stanislaus County ~ecorder; thence North 
82O 471 55" East alon the south line of the City of Modesto pxoperty, 2 as conveyed by Deed ove referred to, to the southeast comer 
thereof, said point being on the west line of the property conveyed to 
the C i t y  of Modesto by Deed recorded October 19, 1960 in Volume 1639 
of Official Records, Page 695, as Instrument No. 29947, Stanislaus 
County Recorda; thence south along the west line of the .City of 
Modeeto property as conveyed by Deed laet above referred to, 71.83 
feet, more or less, to the point of beginning. 



\ 
All that portion of Lot 2 of the Fresno Tract, as per map filed March 
4, 1903 in Volume I of Maps, Page 76, Stanlslaus County Records, 
described ae follows: 

COMMENCING at the 3/4 inch iron pipe set for the northeastern corner 
of Parcel "AN, as per map of Record of Surve filed July 26, 1962 in r Volume 9 of Record of Surveys, Page 25, Stan slaus County Records; 
thence along the northern lxne of said Parcel "Av1, South 8S0 4 6 '  SOt1 
West, 135.63 feet to the northeastern corner of the pro erty conveyed 
to Chester D. Chambere by Deed recorded March 10, 1964 En Volume I929 
of Official Records, Page 641, as Instrument No. 9844, Stanislaus 

Records; thence along the eastern l ine of  the Chambere property 
and '"""'K t e western line of the property conveyed to the City of Modesto 
by Deed recorded March 10, 1964 in Volume 1929 of Official Records, 
Page 643, ae Instrument No. 9843, stanislaus County Records, South 07O 
5 2 '  29" West, 132.90 feet to the southwestern corner of the City 
roperty as conveyed by Deed above referred to, and the true polnt of 

geginnlng; thence South 00° 30' O D m  East, 48.44 feet, more or l e s s ,  to 
a point on the southern line of property conveyed to Chester D. 
Chambere by ~ e a d  recorded May 7 ,  1959, as Instrument No. 13137, 
Stanislaus Count Records, said point being on the centerline of the 
60.00 foot Timot x y Avenue, ae shown on a Record of Survey filed April 
16, 1954 in Volume 6 of Record of Surveys, Pa e 53, Stanlelaue County 
Records; thence along said southern line of t i: e propert conveyed to Y Chambers by Deed last above referred to and the north 1 ne of Timothy 
Avenue as shown on a Record of Survey filed April 16, 1954 in Volume 6 
of Record of Surveys, Page 53, Stanislaus County Records, North 88"  
30' West, 30.02 feet to a pint on the western llne of Timothy Avenue, 
as shown on said Record of Surveys; thence along said western line, ( North 000 30 0O1I West, 0.52 feet; thence along a tangent curve 
concave to the southwest having a radius of 15-00 feet, a central 
angle of 46O 11' 13" and an arc length of 12.09 feet to a point of 
reverse curvature from which a radial line bears North 430 18' 47l' 
Eaet; thence along said reverse cunre concave to the east, havin a 
radius of SO. 00 fact, a central angle of 98' 43' 30n and an are ?cngth 
of 86.15 feet; thence along a radial line, South 370 5 7 '  4 3 v  East, 
50.00 feet to the southwest corner of the pro erty conveyed to the 
City of Modesto by the Deed referred to and t e true point of 
beginning- 

{ 
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Rccard'i  Requested By: 
City of Modesto, California 

Whcn Rccordtd Mail To: 
Bmvn & Wood LLP 
555 Calihia  Street 
5p Floor 
San Fnmcisco, Califbraia 94104 
Attn: Eric D. Toahen, Esq. 

This document is recorded for the -fit of the City of Modesto, California and recording k fix- 
ac3npt u& # 27383 of the Govunment Code 

AMENDMRNT NO. 1 TO LBASWPURCHASB AGREEMENT 

MODEST0 PUBLIC FINANCING AUTHORITY, 
mlessar 

CI7Y OF MODESTO. 
mLeesct 



AMENDMENT NO. 1 TO LEASWPURCHASE AGREEMENT 

THIS AMENDMENT NO. 1 TO LEASELPURCHASE AGREEMENT, dated June 15, 
2000, by and betwan the MODEST0 PUBLIC FINANCING AUTHORITY, a joint powers 
agency duly organizal and existing under the laws of the State of California, as lessor (the 
''Lea&), and the CITY OF MODESTO, Califbrnia, a charter city and a municipal corporation 
duly arganizcd and existing under the laws of the State of California, as lessee (the "Lasee*') 
(the "Amendmat No. 1 to Lease/Pllrchase Agncmcnt*3, and accepted and agreed to by BNY 
Western Trust Company, as swccmt trust# (the 'Tmteo") to Harris Trust Company of 
Chliihia, a state benldng corporation duly oqpdzed and existing under and by virtue of the 
lam of the State of CaWxnia, as trustee under the Trust Indentme, dated as of March 1,1998, 
between the A-ty and the Trustce. 

WHEREAS, &be Lessor b & M e e d  to issue its obligation punant to the M-Roos 
Local Bond Poohg Act of 1985, constitutjng Article 4, Chapter 5, Division 7, Title 1 
(commencing with Section 6584) of the Califomia Govunmcnt Code, as amended (the "'Act"), 
far its purposes, including providing funds under a program to h m c e  or rinance the 'Costu of 
various "Public Capital Impmvcmenu" (within the rcspcctivc rneauings of such tums in 
Scctiona 6585(d) and (g) of  the Act); and 

WHEREAS, the Lessee is a "local agency" (within the meaning of such term in 
Section 6585(f) of the Act, a "Local Agency") and undertook in conjunction with the City- 
County Capital Improvements and Financing Agemy (the "Financing Agarcy"), and the 
Redevelopment Agency of the City of M o d d o  (the "Agency"), the acquisition, construction 
tmd/m installation of certain public capital impmvcmcnts (the "Project"), all as more fuUy 
dmcri'bad in the LcadPmbasc Agrmmt, dated as of Mach 1 ,  1998, by and between the 
Lessor and the hsee ,  as reconled in the Official Rscards of the County of Stanislaus 
Recorder's Office on March 11, 1998 as Document number 98-0022319-00 (the "1998 
LeawrPurchase Agmmwt"), which hillties art Public Capital Improvements under the Act; 
and 

WHEREAS, in fiPtherance of the Project, the Lesece and the Agency c n t d  into two 
site leases (recorded concunwtly with the 1998 LedPmhase Agreement), one of which is 
that certain Site Lease (Parking Garage), dated as of March 1, 1998 (the "1 998 Site Lease") 
wherein the Agmcy leased to the Lessor m h i n  d property (the "1998 Site"); and ~ 

WHEREAS, the tcssor leascd tbs 1998 Site, together with the Project constructed and/or 
installed on the 1998 Site, to the Lessee (the "M Property') and the Lessee leased the 
Lesscd hpcrty, together with other leased propnty, from the Lamor. pursuant to and in 
accordance with the t a m e  of 1998 Lcasc/Purchasc Agreement; and 

WHEREAS, in ordu to provide h d s  to finance the coarts of the acquisition and 
construction of the Project, the Leasor issued its Lase Rev- Bonds, Series 1998 (Capital 
Improvements and Refinancing Project) in an aggregate principal amount of $61,430,000; and 



WHEREAS, Ihe Bwds were issued and d under a Trust Indenture (thc 
"I~denhd'),datbd asofMsrch 1,1998,betweca t h c ~ a d t h e ~  and 

WHEREAS, pursuant to a Reimbursement Agreement, dated as of March 1,1998, by and 
between the City and the Agency, the Agency is obligated to pay to the Lessee rbc costs of thc 
Aojcct codtuting thc public parking gareec, tog& with r c W  improvements, as mon MIy 
dcscribcd in the 1998 L a d k h x  Agreement; and 

WHBREAS, lhe Usme fiund and deuxmincd that OK LtlLSCd h p d y  as of March 1, 
1998 had fair value ruflicicnt to t o e  certain Lcasc Payments as defined and set forth in the 
1998 Lcrrse/Pdase Agreement; and 

WHEREAS, the Lessor assignad all of its rights, titlc and intcrcst unda the 1998 
Lcase/Ruchase Agrctmcnt to the Tmslcc under thc Indenture, as security for the Bonds; 

WHEREAS, Section 5.3 of the 1998 LeaselPutchase Agmmcnt pcrmits the ternoval of 
Leasod Property, including the release of not more than appmximatcly 15,000 square feet of thc 
propcrty constitutiy the site upon which the Parking Garage will bc locatcd (the "Parking 
Garagc Kctail Sitc") subject to the satisfaction of ctr(ain conditions; 

WHEREAS, the City has requested the release of thc Parking Garagc Rctail Sib from thc 
1998 LcasclPurchase Agreement and the 1998 Sitc lase;  

WIlEREAS, the City has provided to the Ttustcc an amended Exhibit C to thc 1998 
Lease/Purchasc I\%rccmcnt which includes a new mctcs and bounds d d p t i o n  h r  thc 1998 Site 
which reflects thc tcconvcyance and release of the Parking Garage Retail Sitc; 

WHEREAS, all acts, conditions and things required by law to cxist, to have happcncd 
and to haw bccn pmfbrmcd precedent to and in connection with thc execution and cntcring into 
of this Amendment No. 1 to LcasctPurchase Agreement (including the delivery of ccrtificatcs 
and opinions as required by Section 5.3 of thc 1998 Lease/Purchasc Agrccmcnt) do exist, have 
happened and have been performed in rrgular and duc time, form and manmr as roquirad by law, 
and the p~ubim hereto are now duly authorized to execute and cnta into thc Amendment No. 1 to 
I-/Pu&ase Agrcment; 

NOW, THEREFORE, in consideration of the above premises and of (hc mutual 
covenants h w c ' i  contained and fbr other gwd and valuable consideration, (he parties hcrrto 
agree as follows: 

I .  Exhibit C to the 1998 Leasflurchasc Agreement is hercby amended in its 
entirely with k substitution of Mibi t  C attadwad hcrcto; and 

2. Exccpt as sct forth in paragraph 1. the 1998 Luue/Purchesc Agrccmcnl shall 
rcmain in f i l l  force and dfbct in d c c  with its terms. 



INWlTNESS~F,thcLGssorbasaursadthisAmendmcntNa 1 to 
~ A g F a m c a t t a b e c x c c u d s d i n i t 9 n a m c b y i ~ s d u I y a u t b ~ r c p r e s ~ , a r d  
the Lcmcc bas caused this Ammdment No. 1 to Agreement to bc executed in its 
namc by its duly suthoxhd officer, all as of the Dated Detc. 

MODESTO PUBLIC FmrANCING AUTHORITY, 
aslwsor 

C 

Executive Director 

am OF MODESTO, as ~ S C C  

By: 

City Manager 

Aeccptcd and Appmvcd by 

BNY WESTERN TRUST COMPANY, 
successor to Harris h s t  C o p y  of 
California 

By: 

Vicc President 



U proved to me on the MIS of satisfhctory evidence to bc the pesson(s) whose names) idare 

subscribed to the within instrument and n c ~ c d g e d  to me that ~ e x c c u t c d  the =me 
in hi&&& authorized capacity@iu& and that by hidk&ck s i m  on the instnrmcnt 
the person@), or the entity upon behalf of which persou@actad, executed the instrument. 

WITNESS my hand and official seal. 

+ L A C %  Signatm . CfiaJl 



St* of Califiami 1 
= 

County of ~ s l a U ! 3  1 

o~J;~E 12: ~oobdm me, LINDA C, K I& 
Fmd.(Cl ~wciwatormtofnotav] 

P ~ Y  appe"ad Jack R. Crh 

El proved to me on the basis of satisfactory cvidcna to be the pcrson(s) whose name(s) idme 

subscribed to the within iaswmcnt and aclcmw1~ed to me that -ccutcd the seme 
in hi- authodzd cqwity(w, d that by ~ g n a h u c ( s )  on the irutnrmcnt 
the prso&, or the entity upon behalf of which person@ acted, executed the instrument. 

WITNESS my hand and oscial scal. 

Sign- Iscall m m~-w wCrmarrr4urrzm 



State of California 1 
1 =. 

City and County of San Rancim ) 

Vkkk- before me, M A - ,  
fHcrr--ofml 

personally known to mc, or 

41 proved to me an the basis ofsatisfhctory evideslm to be the p u ~ n ( s )  whost Mme(s) is/- 

subscribed to the within instnunat and ncblcdgcd to mt tbat W~hhky mtcuted the same 
in hidher/thcir authorid cqmcity(ties), and that by his/hcr/thcir signatute(s) on Lhe instnunen1 
the penroo(s), or the entity upon beW of which pcrson(s) acted, executcd the instrument. 

WITNESS my hand and official seal. 

signature nn a- 



a 
0 v e . r q d 9 3 3  u per map fgled m c k z  21, 1942 'G 

wlumc i s  of Map, Stanimlaus QounW Rc#rrd@- 

fi1 that real ropcrty in the State of CiLSfornin. cbuc~t  of 
ctanraulu, CS& or mc~eeto, tming a msltian of the ~ o r X - t  -I= 
of SQCC~OZI 32, Tamrhip 3 Swth, 9 mat, * ~ t  Ddrblo Dprc md 
Meridian, deacribed as f ollowr : . . 
~ h r t  rtim of Lhe 20-foot al1.y S n  Eloak 7 1  am h d h a t c d  on the 
aff~cK1 w of the city mf Hodc=to, per .u f i l ed  peccabcr 21, 
1942, in ~ofuum ZS of I lrpo, BLaniml=us County k ~ o t r b s .  dascr- as 
~ o l l o w  : 

Byinning at the mar. ~outlmrly comer of M 16 h ra ld  Dlock 71, 
so d point being on thc Northowtarti llnc of Soid 20.00 foot alle in 
 lock 71; m a c e  rlo said ~ezt~eartom l i ne  o~ m a i d  alloy,  tore% 4 x 0  
2s' 30. u ~ m t ,  ~so .aoT=et ,  t o  t h  m a t  sourhorl comer or rat 10 
Block 7It  thenee South 46. 301 30% Ueat. 20.00 fat, t o  the moot 
Nolcthorly Former of LOC 22 i n  8loEk 'II. #aid goint being on the 
srnrZhue8rcrn l ine  of tha 20.00 foot alley in lock 711 thence along 
said 6 o u ~ e t e r n  line af mid all , South 43. 29l 30. Bart. 150.00 
feet, to tb. P S C  B 8 ~ t e ~ 1 ~  CO- 3 17 h BLOC* 71. Said p i n t  
being on tho Northw~tom line of  80.00 foat 'FW Streeta thmm alomg 
#.id U o ~ h w r ~ t m e n  l%ne of g P B  ltrart. NO-h 46. 30' 30" -at, 20.00 
feat ,  to tho pobt of kginning. .- - .. - . . . . .- - 

All that portkn, of Block 67 of the Clty d Moderto, as per the offidal map t ) lcM,  (Ued In 
Book 15 of Maps, Oogethw w~th the abandoned alley ffiereln, lying in the south half of S d o n  
29, Touunshlp 3 Sou&, ~ange 9 Easf Writ Dlabb Base and Meridian, aty of Modeb, GwW 
d Stantslaus, State d Callfbmla, -bed as fbllows: 

BISINNING at the north amer of rdd Block 67, said pdnt Wng the htusectian ofthe 
swthwesterfy llne of 80.00 feet wMc Bcventtr Street Nth the southearterly llne d 
80.W k t  wlde K Stmec Umce on said Southeasterly nne, south -48" West 
2S3.06 feet; thence South UW48" East 167.50 fe* thenae North 4650'12'' Ess3: 
23.24 feet. thcncc South 43009'48" East 17.52 kt; thence NcKth 46.5012" Esst 16.00 

t)lence South 4-48'' East 16.00 fret; lhen~e Soueh 46'50'12" West 16.06 fbt; 
thence Swth 4 W 4 8 "  East 12.97 fw hence South 46m48'48p West 54.07 % 
UYCW North 88m11'12* West 30.10 feet to the northessterty line of 70.00 feet wide ~ d "  
Stre& thence on sald cmtheastetly Une, Swth 43w1V10a Eal207.48 feet tu the 
norwesterly llna of m.00 feet wide J S t r e  thence M said m m r l ( r  line, North 
46Y730" b s r  305.16 fiet to the southwesterly line d80.00 tket wide 1 i 
h n a e  on sald m m w e s m l y  he,  North 4P09'48" west 400.08 fkt to the polnt of 
bogInnin9. 

' Contatnlng 2.522 acres, morc or less. 



7 -- s a p  != :  1 a8 EE &CePEaae filed aa-w 28, 2980 30 of 
- . . Parcel lape, Page 13. Stanislaus CounEY Refmrdew 

arcs1 No 8 -- od Parle 
t i In 1- ~olly*ood Park No. 2 a m  wr Mqp t i led ~ e b v  k, 1978 k8"60k 27 of  -6. Page 44, 6tanA.l-a.Cbunty Recotdu. 

arcel No. 9-9 Rivet-  
arcel A: 

!arcd6 1 and 1-A as per Parcel Map recorded May 16, 1966 In ~ m k  I of 
Parcel Nape, Page 134,  s t d s l a u s  Cwnty Recorde. 

Excepting Thcxefrom Parcels 8-1 and 8-2 a8 per P a r c e l  Map f i led juoo 
5 ,  1974 i n  Book 19 of Parcel Haps. Page 31, Z;tani8laue County R~~.~. 
Parcel Be 
Parcel No, A as per map f i l e d  3unc 5 ,  1974 in Book 19 of Parcel b p s ,  
Page 31, Stenislaus County ~ecords.  

el No. 10 -- Simberd P 
=el B a r p r e  JWwt 14, 1974 i n  Book 39 of pa-3 
Map, Page 19: ELanl611aus Z n t y  kcord6. 

parcel No. 11 -- 
All of Block 603 e per map filed Decetriber 21, 
1942 in volume 1 ty R ~ C Q ~ S .  

erael No. 12 -- WcHenw Mansio Ltm 19 through 24 in Bkock l 2 h f  the c i t y  of Hodesto a m  ger ?4ap f i le  
Decenber 21, 1942 i n  volume 15 o f  Hapa, Stanislaue County ecords. 

a - - c 
:7N%r&h 31: ? ~ ~ o c ~  of khc city of Nods~to as per mp 

f i l e d  December 21,  1942 in Volume 15 of Maps, Stan3slaus county 
Records. 
&e ting therefpm Lot 27 ,  the Southeasterly 3 fcet  of the R Sout wescerly 97 feet thereof- 

tireno Canter 
El% 590 of the C i t y  of Hoderrto as per Map 

42 in Volume 15 of Maps, Stanislaue County 
Records. 

Stmctura 
be of the Cfty of Madeuto as per Map filed 
15 of Haps, stanialaus County Recozds. 

L 
parcel 230. I6 -a Par a # e 
L o t s  29, 30 31 $%%ock's+ of the City of Modemto a6 er Map QD 
fslod ~ecaa$cr a F l 9 4 2  in Vol- 15 of Map., Strnlslau~ Corn& h) 
R e c o z x b .  QI - u 

1 No -- Par t 5 
er28 thx&h 32 iE%oz 5; 5: the City of Modemto as per Map f i l edg  
IMcember 21, 1942 in Voluane 15 of Maps, Gtanielaus County Recorde. - 

in 

the c i ty  of Madeeto as per %filed 8 
Mape, Stanislaus County Reco 

1 and 2 fn Block zwof 
on fC 

D A  creak B s t a t e n  NO. I as per Map filed 
December 13, 1966 In  Volume 21 ,o M a p s ,  Page 55, StanisZaus County 
Records. 

7 



gamel No. 20 .... ta S i ~ e  # 6 .. 
. amel lao. C a8 pes Parce? Map a1.d JkuguaL 17, 1977 b Book 2s of 

Parcel Nape, Page 83, Stanfslau~ County Re=&. 

All that portion of Lot 2 of the Prveno Tract, a6 per nut f i l e d  mfi 
4, 1903 in Volume 1 of H a p ,  Page 76, Stanislaurn County ecode, 
deucribcd as followa: 

R 
B E G X ~ ~  at a point on tha east line of usid b t  2 located on the 
center2Sne of a So foot public'&oad dasfgnatd a8 Oakdale Road ran said 
map, which point i s  located North OD 30' West !96 feet frann a e  
southeast corner of eaSd mC 2; thence f- 84rd point of beginning 
parallel to the mouth line of said Lot 2,  No*h 8B0  30' West 660 feet 
to a point on the west l ine of  said k t  2 1 thence Notth O o  30' ~ e s t  
along said weet line of maid ?At: 2 a distance of 153.73 feet: thence 
east parallel w i t h  the eauth line of maid lirot 2. a distance of 660 
feet to a o i n t  on the east l ine OF said Lot 2, located on the center 
line of  mrfd Oakdale Road; thence al the east line of said Lot 2 
and the centerline o f  said Oakdale South gv' ? O q  B4.t 174.24 feet 
to the paint of beginnlxag. 

ALSO EXCEPTI~JO m m t ~ f R D M  all that rtion thereof lying northerly of  
the north line of ~urchcll oavt (%nurl Northern mulovrd) 
axtending weatarly t o  the weae llne of Log 2 .  

ALSO QI.CEPTIN~ THEREFROM all that: portion thereof lying within 
Brlggsmra Avenue, Bwchell Court and Mcilsnry Avenue. 

AZlSO ~XCEPTSNG THEREPROM all that certain property described in ~ e o d  
to Chester D. Chamberti, rccotded March 10, 1964 in Book 1929 at Page 
641, and In Deed to s .H.A.P. ,  a Joint Venture, recorded July 10, 1962 
in Book 1780 at Page 145, Stanialaus County Recoda. 

. All that portion of b t : z  o f  tho Freeno Tract, as per map filed mrch 
4 ,  1?03 in Volume 1 of Hapa Page 76,  Stanielauo County Records, 
Saetaon 17, -ip 3 south, Range 9 Bast, t4.D.B.L M.. dcacribsd as 
follows : r;' 

CONMENCING at a point on the southerly l i n e  of the property 
C 

to cheater R. Cbuiber~ by Deed recorded bfay 7. 1959 i a  Volume =-"=P 164 of 
O f f i c i a l  Recow at: Page 331, as Xal8trrrment No. 13137, Stahirrlaus OI County RecordP, 6aia int being the northeastern comer of  el #EgO 
eta ths n m t -  lZne o!?~fmth~ Avenue am ahoun on the map entatled 
'6uruay of a portion of Lot; 2 o f  th4 F'reana Tract, filed A p d  16, 
1954 in  Voltme 6,  Record of B u r v c  e, page 53, Stanislaua County r 
Timothy Avenue, NO% @Pa 301 Bamt 30.00 Fea t  ta a pol.nt on the 

L 
Rae0rd.r thence a1 a llne at: r ght angel8 to the w P e t m r n  line of 

norther1 exten~~ion ot the centerline of ~imoChy Awenumr thence along = 2 said no berly extension, North 00. 30 H e a t ,  46.90 fmt to the true 
p i n t  of baginni t thence North 7w 52' 29" Bast, n4.Sl feet to a 
point on the Mr%rn line of maid Chamber6 progcrt:~, which im a180 
the southem line of the property comreycd to t e c ty of Modesto bY 
Doed recorded October 11, 1957, as Inmtnuaent No. a6217, stanirlaue 
County Records, mat6 line also bein the eouthern l i n e  of Parcel "Aa 
a6 per raap of ~dcord  of Survay f i l e  ! July 6 .  1962 in Volume 9 of 



' . :I (continuad) 
order No. x 906378 A 
begal Deecription - Continued 

then- alo said line, Gmth OBO 32' 30* Eaet, 142.76 feet to a 3 / 4  
inc)r i- zpe. at the eou~eatsCe+n co-r oi .aid panel .A@, ..id 
comer k i n g  the northeast comer of said Chaaibem property odhich i s  
aluo a point on the wasmrxa line oi a 2D foot aIle commyed to the crr of Icodeato by Deed zecbzdec~ o c z w r  39. 1960 L ~01- 1639 
0fKci.l wao+ds, at page 69s. 8. Imrmment NO. 29947. stm,gala- 
Oaurrty R e e d ;  then- dong said vccotern llne, B a t h  00° 3 0 r  mgt, 
60.s~ feet; ch~ncs south 82. 47' 55. West, 155.59 feet to the point 
baginning. 

A l l  that poxtion of Lnt 2 of  the Fresno T r ~ c t ,  cr ma fslad March 
4 ,  1909 in VOI- 1 of wpm, page 76 ,  8t.nrslau?~ounty 
described as f ollowe : 

All that portion of Lot 2 o f  the Fresna Tract, as per  map Piled March 
4, 1903 in Volumc 1 of Mags, Page 76,  Stanislam County Records, 
described as follo~ta : 

BEQINHXNO at: the northcaat corner of' Patcel D, ae shown on a Record of 
S u m  Hap of a portiorr of Lot 2 of the F'resno Tract, f i l e d  April 1 6 ,  
1954 16 6 or oc p.ge 53. s e a z ~ l r ~ a  do-ty a 
R a c a r d s ;  thence North  63. 31' 30.  Weat along the north line of said & 
Parcel b and ite westerly extension a distance of z55.02 feet, atom 
or lea*, to the centorline of ~imoth Avenue, as shown on +he -cord h) 
OF Gummy abwe referrad tot thence. t octh Om 30' West, along the OI 
northerly extenaton of maid centerline of Timothy Avenue to t b  0 
eoutbwesr corner of the propezty convayad to the city of Modesto 
Deed trcordgd March 10, 1964. in Volume 1929 of official Reco*, 
643, a8 ~natrumnt NO. 9893, scaxialau~ county ztecorde; thence North  
82. 47' 55' East  a10 the eourh line of t h  city of Modesto property,,' 
as ccr~lveydl by Deed a %ve refenrd bo, to the routheaat cornex 
thercof, said h e  being on the waat line of the propatty c 

O-G9- the C i t y  of H O L B ~ O  by mad recurded October 19, 1960 in Volume 
of Off ic ia l  Recarde, Page 695, as Instrument: NO. 29947. stanislaue 
County Recorda: thence south along the west line of the . C i t y  of 
Modeeto property as conveyed by Deed laat: above ref e n e d  to. 71-83 
feet ,  more or leas, to chc point of baginning. 



All +bat portion of mt 2 of the Presno Tract, as er ma filed -h 
1. 1903 Sn Val- 1 of Mape~, Page 76, 8t&Inu &tY ~ s c o ~ ,  
&scribed as follawe: 

-ING at the 3/4 inch iron pipe set far the northeastem corner 
of Parael *AH, as per map of R e c o r d  of SUNC f &Led mly 26, 1962 in 
volume 9 of Becoxd of Su-p. Page 25, s t d ~ l a u a  Caunty %co*; 
thence alcm the northern luro of uaid Parcel 'Aa, South 89. a61 5 0 ~  
Heat, 13S.6 8 feet to the northeastern corner of the p arty con- d 
to &eater D. by med r t c d d  ~ . r c h  10, 1 0 6 x  vol- 1 2s 
of offiaial Reeorde, Page 642, a# ~~~~~t: NO- 9844. Stunialau 

rP 
mcorda~ rhcncc along the eastern l h e  or the Chambere property 

%%e warntarn line of the property conveyed to the C i e y  of w e s t o  
by Deed recorded March 10, 1964 Sn Volume 1929 of Official Records, 
Page 613, ae Instrument No, 9843, 8tanislaua m n t y  Records, SOU= 070 
521 29" West, 132.90 feat to the couthweatcrn corner 00 the cit 

erty as conveyed Daed abova referred to, and the true pornt or 
g&iingj thence G o u t  "K 00. 30 DOm Bast, 48.44 g m t ,  -re or icse, to 
a point an the eouthern line of property conveyed to Cheater D. 
Chambere by Deed recomled Hay 7 ,  1959, am Inetrumcnt No. 13137, 
Stanislaue Count Records, said point baing on the cencerllnc of the 
b0.00 foot ~imot& Avenue. ae ahown oh a Record of S u m  f i l e d  ~ p r i l  Y 16, 1954 in Volume 6 of Record of StWVeyS. Pa e 53, Stan elaue County 
Records~ thence slang arid routhern line of 8 e  p'zppczt conveyed co 
Chatbere by Deed laet above referred to and the north 1 r ae of Timothy 
Avenue a8 shown on a Record of Suxvey filed April 16, 1954 in Volumc 6 
of Kecord of Surveys, Page 5 3 ,  Stanielaus Count R e c o r d s ,  North 88- 
3 0 .  Heme, 30 .oz test eo s pint on the western l L  of ~imow h n u e ,  
as ehown on eaid Record of Gurveye; thance along said western line, 
Wrth 00a 304 OO* West, 0.52 faera thence along a tangent curve 
concave to thc southwest having a radius o f  15-00 fcct, a central 
angle of 46' 111 13W and an arc length oE 12.09 feet to a point of 
reveree c u r v ~ t v e  from which a radial line beare Norkh 4 3 O  18' 47- 
East ;  thence along said reverse c u m  concave to tha eut, 

havin? a radius of 50.00 feet, a central angle of 98' 43'  3 O U  and an arc ength 
of 06.15 feet; thence along a radial line, South 3 7 O  57'  43" Bast, 
50 .00  feet to the southweat: corner of the YO r t y  conveyed to the 
City of Modesto by the Deed referred to an t e true point of 
beginning. 

5 r 
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OYP/R3/1-14 
When R#wrdcd Mail To: 
Sidly AustinBmwn & Wood LLP 
555 C a l i f '  Strest 
5 P  Flm 

i 
Sm F'rancisco, CaIifiornia 94104 

1 
1 

Am: Eric D. Tashmen, Esq. 1 
This document ie recorded for the b c d t  of the City of ModestoI Cali- snd d n g  is fb 
exempt under 6 27383 of the Government Code. 

AMENDMENT NO. 2 TO LMSE@URCHASB AGREEMENT 

Dated Odober 15,2002 

MODfiSTO PUBLIC FINANCING AUTHORITY, 
as Lwsor 

and the 



AMENDMENT NO. 2 TO L E A S ~ C H A S E  AOREEMBNT 

THIS AMENDMENT NO. 2 m LEASERURCHASE AGREEMENT, M 
October 15,2002, by and between the MODESTO PUBLIC FINANCINa AUTHORITY, a joint 
powus qency duly organized and m'sting u m h  tha laws of the Seate of California, as lamor 
(the "Lcmor3, and the CITY OF MODESTO, Califbnia, a chatter city and a municipal 
cMprraation duly o q p M  and existing under tba laws of the Stae of Wifiornirq a~ lss#e (the 
"Lewe") (the "Amendment No. 2 to L#udPurchase Agreement"), and accepted and agreed to 
by BNY Westun f i a t  Company, as mccamr tnrsl# (the '-3 to H d s  lhsi Compwy 
of W i h i a ,  a state banking axpodon duly organized end existing unda and by virtue of the 
laws of the State of Califmniq as ma unda dtc Trust hdcnhme, dated as of March I, 1998, 
batwen the Authority and the TNsl#. 

WHERRAS, tbe Lessor is authorid to issue its obligation pursuant to the Marks-Row 
Local Bond Pooling Act of 1985, cwrstituting Article4, -5, DivSon 7, Title 1 
(comtnemhg wiih Section 6584) of the Califmia Govunmcnt Code, as amcndcd (the "Act"), 
for its gurposcs, including providing k d s  under a program to fiaancG or rcbncc thc "Costw of 
various "Public Capital Impmvemwtsn (within the respective meanings of such term in 
Sectiana 6585(d) and (g) of the Ad); and 

WHEREAS, the bm is a rocal agencyn (wifhin the meaning of such tenn in 
Scction6585(f) of the Act, a "Local Agency") and undertook in m j d o n  witb the City- 
County Cnpitd Iaqmvamcn(s end Finaacing Agency (tbe "Fi- Agency"), nnd t& 
Redcvclopment Agency of the City of Modesto (the "Agcncy"X the aoqdrition, oonshuctioo 
and/or installrtion of certain public capital irnpravantnts (thc "ProProjcctw), all as mom fully 
desnibed In the L m d P d m c  Agreemarg dsasd as of Maroh 1, 1998, by and betwetn the 
basor aad rhe Less#, as recorded in the Official of the County of Stanislw 
Recmdcr'a OfFice an Much 1 1, 1998 as Document number 98402231 9-00 (the "I 998 
L e s w l P e e  Agbcmcnt"), which facilities am Public Capid lmpm- rmdu the Act; 
and 

WHEREAS, h i n f i a t h e s a ~ o e  of the Project, the Lasee and the h w r  mtered inlo two sib 
lmm (recorded coacumntly with the 1998 Agreement), one of wbich is that 
certtkr Site Lease @arb Pmjoct, Polico Headquarters Building and Mircel- Public 
Propaties), dated as of March 1, 1998 (tho "1 998 Site Ltaso") w h d n  the Less# I d  to the 
Lessor certain real property (the "1 998 Sits"); and 

WHEREAS, lbc L,essor leased tbe 1998 Site, bgtQhr;r w i h  the Project constructed andlor 
W e d  on the 1998 Site, to dre Letsee (the "Lead Prom and the L#rs# 1 4  the 
Leased Property, together with other leased propsrty, the Lessor, pursUam to and in 
sr;cordance with the term of tho 1998 L a d R d m  -t; and 



WHEREAS, in order to provide firnds to h c e  the cogts of the acqWon and 
construdion of the Projcd, the Lasox issucd its Lease Revmue Bonds, Mes 1998 (Capital 
Improvcmmts d ReRnandng Project) in an wpte principal mmunt of $61,430,000; clad 

WHERMS, ?he Bonds wae i d  and secured undm a T w t  liKkmture (tbe 
"Jmhtm"), dated as of March 1,1998, bdwan ths tegsor and the Trustee; and 

WHEREAS, the Lessee found and detaznined that the Leased Properly as of March 1, 
1998 hnd ihir value s\rfficiart to make certain Lease Payments ar defined a d  act firth in the 
1998 Ledurchasc Age-? and 

W H E W ,  the Lessor tm@wd all of its ri@, title and interest under the 1998 
I a d P m b e  Agr#meslt to tb Ihrrt# under the Indalure, as sawity for the Bonds; 

WHEREAS, Section 5.3 of thc 1998 Leasemychase Agreement permits the removal of 
Leased Properly, including the release of Ibe d properly and improvanents coMLiMing the 
Mi-us Public Propcrticr as dwaibed in Exhibit C to tha 1998 LmPsdPurchaa+ 
Agreuncst and which inoluda thc Pariting Lot No 3 Sitc (the "Parking Lot No. 3 Site") mmrbject 
to the aatbfdon ofcortrdn db, 

W b U A S ,  the Lessor and the Leas# ucead  thai Amendment No. 1 to 
I m d P d m e  Agraesnmt to release the Parking Garage Ratail Sitc fnmr the 1998 
LeadPmdmc Agmmmt, dated Jum 15,2000, 

WHEREAS, the Lerrts has requested the dcasc of the Parking Lot No. 3 Site from the 
1998 f,adhr&ase Agreement and the 1998 Sitc Lease; 

WHEREAS, Ihc h e  has provided to the Tiustse an umcnded Exhibit B and cm 
amended Exhibit C lo the 1998 m a t  which includes a new metes and 
b d a  clesuipaiun fbr the 1998 Site which d e d s  the rcamvcymce end rslsasc ofthe Park* 
LotNo. 3 Site; 

W H E R E A S , a l l ~ ~ l i o ~ a o d t b i n p ~ b y l e w t o e x i s t , t o h a v c h a p p a n s d  
aadtoh~parfiwmsd~t~tohcdon~withtheexacrrtlonurdolteringinto 
of tbir Amcmdment No. 2 to hc/Purchass Apeemmi (including the delivary of ccrtificatw 
and opinions as requid by Section 5.3 of the 1998 Lease/RPchase Agmmcnt) do exist, have 
happawl and have been pufbmed in regular and due time, form and manner as lbquirod by law, 
and lbc partiss hWo arc now duly d x x h d  to exccWa and enter into the Amcadmfflt No. 2 to 
~ n h s w  Agreement; 

NOW, THEREFORE, in considemtion of tho above premises and of the mutual 
covenants Mnaitn tontainsd and for other good and valuable wnsbdon, ths puties hereto 
agrcclufPZlowa: 

I .  Exhibit B to the 1998 LcdPmhm Agreement is h d y  a m d c d  in ib 
en- with the mrbstftwtioo of Exhiit B atmbd hereto; and 



2. Exhibit C to the 1998 L#lwlPurcbase Agnsment is hcrcby amended in its 
~IWY with the substitution of Exhibit C at tdcd W, end 

3. Exctpt as mt fbrth in pmgraphs S and 2, the 1998 I;ease/Pdm Agrc#mmt 
shell remain in full fbm and e f h t  in accardance with its terms; ad 

4. 'l%is Amendment No. 2 to L#leJRuchess Agreement may be executed in any 
number of muaterplat3 and eecb of such countapert~ shall for all purposes be h a d  to be an 
original, and any and all such wuntqmrts shall togctha d u r t e  but one and thc same 
izlscmm1. 

m E R  OF PAGE INTENTIONALLY LElT BLANK] 



IN WlTNESS WHEREOF, the Lessor has cnuncd this Amendm- No. 2 to 
L e a s d R u e h a a c ~ t o  be exscu(adinits nwe by its d u l y a u ~ ~ w ,  and 
the  has^ &is Amendmait No. 2 to LtasJPurduue Agncmentto beeJtecutsd in its 
name by its duly autborid officer, all as of the day and year &st abovc writtar. 

MODESTO PUBLIC FINANCING AUTHORITY, 
a!5Lessor 

CITY OF MODESTO, as Letme 

BNY WESTERN TRUST COMPANY, 
successor to Harris Trust Camplmy of 
calif.bmie,asTnrstcx 

By: L Q  
vice plQiw 



( ) proved to me on the basis of satisfictoxy evidence to be the pason(s) whose namt(s) idme 

subscrii to ths within instrument and acknowledged to me that helrhelthcy cxccuted the m e  
in hidhcdthcir authorhd cnpsojty(tics), and tbat by hidbmhsjr s igdm(s )  on the indrumcat 
the psnon(s), or thc d t y  upon behalf of which -8) ac?ad, cx#.lutcd L c  instrumaR 

WITNESS my hand and official seal. 



State of C a l i i a  1 
1 88. 

County of ~ s l s u s  1 

( ) proved to mc on the basis of sathbtoay evidence to be the pason(8) whose -8) id~ltt 

rubsoribed to thc within instnrmGnr and &nowlodged to me that hc/$rd(hcy Gxcclrtcd the same 
in hiahccbir authorized capacity(ties), and thrrl by b j d h m  signature(s) on the hmmcnt 
the pas on(^), or the entity upon behalf of which pessoa(s) acted, executed tbe instnunsnt 

m S  my hand and official seal. 



Slate of California 1 
1 m* 

City and Colmty of San Francisco ) 

mbscribed to the wiMa instnmw and acknowledged to me (hatkJbhe#hqr e x d  tht slrmc 
in t k d h c r ~ ~ z e d  capacity(-, and end by by sigmma(j+ou the imummt 
the p e m m r  the entity upon W o f  which pasoafs)sctbd, executed tbe h m m a  
WlTNESS my h d  and official seal. 



1. The Lcwm'a oobhdf undivided in- in and to portions of the City-Cwmy 
AdminiWw building, including the Lesm*~ anahalf undivided inSerest in the Site 
upon which wch fL;cility will be corrrtnrdcd. together with the Les#elr rigbta a d  
int- ia the urn ofcommm arean, but excluding that cubin airspace mbdiviskm on 
the &st floor of the City-County Adminitttmtive building. 

2. The public parking garage eoatrining appnrximstdy 700 aga#s to be used by the g d  
public, including the Site upon wbicb rucb facility is located. 

3. The Public Park lfapmmm cwsirtiag of (i) the Floyd Ne@borhooci Prrk, (ii) the 
Riverside Nsi&borhood Park, (iii) the Sipherd Neighborhood Puk @v) the Wearon 
Rrnch N s i g h M  Puk, rind (v) the Pulr Gram&, inokrding in each inrtance, all 
other i m p r o v e m ~  ficilities to be acldvdy occupied or rdminidcred by the City. 

4. The Lessee's undivided fie percent (50%) intaeot in and to tbe use of fircilitisr 
- M a g  the Communicrtionr Dispstcb Chtm, including its undivided Bay perwm 
(50%) interest in and to the Site, md interests in the ure of common areas. 

5. The Polip Hsldquarterr buildin& including the Site upon which nrch fLcility ir louted. 

6. The Miadlaneour Public Properties, such propden being located within the City d 
mors camonly d b m d  to as 0) Pire Station No. 1; (i) Fire Station No. 3; (iii) F h  
Station No. 5; (iv) Pi Station No, 6; (v) Fire Station No. 7; (vi) the McH- Muscum; 
(vii) the McHsnry hdurrrion; (viii) the Community Centss, ox) the Ssniw Cizea Centar, 
(x) P m  Lot No. 25; and (xi) the Parking Stnrctwa 



2 u prr pa-1 #ap f i l d  aept-r 2*,-lb79 in Volwm 2s of 
P a  -5. P8ge LOO, stmimloru -tY =-m- 

All that nrl property in fh. State oiI a i r b n r ~ 8 ,  aunt 
s tan imm,  *t -*a. a of the d Z t  qmrtar 
of sect- 32, %wnsh%p 3 SouSouth. Rmge 9 Ho\ort D i a l 0  Base m d  
Meridira, &scribed f 0 1 1 0 ~  r . . . ' .  
Thrt rtian of tho 20-foot mllsy 5n Block 7 1  aa ddiinakted on the 
O E ~ S C ~ %  y of ~ b a  n r y  a We=- ,  u per mp riled m a r  11 
1941. vo ullw 1s of m a .  stmimlrw ~ c c o a .  deserikd &a 
follo*ra 

All that por t~~?  of ~lock 67 of &e uty of Modest~, as per the oMdd map thereof, filed in 
Book 15 of Maps, together wlth the aband& dfey thereln, lying In the south half d Stdon 
29, TamrrMp 3 South, Range 9 East, Writ Dbblo Bas8 8nd Merldh, Clty of Modesbo, CoMty 
of StanIdaus, State of Qlllfomla, dualbed as follows: 

B€GINNWG at the north comer of ;did Blodc 67, ratd pdnt being the IMCrSeCUon d tfie 
saMwcH&y line of 80.00 ktt wide E.kvMth Street with the swtheaMy llns af 
80.00 foet wide K Sheet; then- on sald Rne, South 46.48'48- West 
253.06 thence South rUW00'48' East 167.W thence Nwth 46-5012' East 
23.29 f" thence Swth 43LW48" Eart 17.52 thence North 46.5012" 5id 16.00 
k t ;  thence South 43.09'48. East 16.00 thence South 46,5012" West 16.00 W 
thence South 4rW46" East 12.97 faet thence Swth 4W8'98" West 59.07 
thenae Nwth 68*1112' West 30.10 b the northeastedy lhre d 70.00 ket wtde lom 

thuux 6n ald m d k a s W f y  he!, South 4P1010' East 207.q8 faet tn the 
north- ine of 80.W leet wlde J Sbsd: thence m said n-g line, North 
46'4710' East 305.16 feet bo the s o u h w t d y  h e  of 80.00 fect vvlde 11 
*a on saM sout)rwesterly h. North 4-48" west 400.08 feet m the paint of 

I Wnnlng. 

' Contdnlng 2.522 aaes, more w less. 



. - *  

f i led January 28, 1980 in v o l m ~ ~ ~  so of 
8 county l€ecorde. 

*. \ 
- - 

luo ..I 

=:'in G~:CJC a ~ ~ ; b ~ y u ~ o d  P& Ho. 2 ra ptr  &Q Liz& B~-- 
PI. 1978 in ~ook 27 of mpo. Page 44. Gtanielaua*county Becow. 

Parcels 1 and I -A  a8 per Parcel Ma recordtd Way 16, 1966 i a  ~~~k 1 
o-el. lap., Page l34, Stanislaw b m t y  Records. 

w e p t -  T b r e f m  P-els 8-1 a d  8 -2  a8 P u  P a r c e l  k p  f i l e d  d u e  
5 ,  1974 n Book 19 of Pa-1 Page 31, Staninlaus COWlty Records. 

Parcel p: 
Parcel No. A am per map ,Eiled June 5 ,  1974 in Book 19 of p m B l  Haps, 

-Page 31, 6tanislaus County Records. 

arcel No. 10 I.I Sip rd P a t  
{-el B as er map ~corde8Auguat  1 4 ,  1974 in  Book 19 of pam.1 
Maps, Page 7 ! . Stanislaus County Rccorde. . '  

desto acr per map filed Decemr 21, 
1912 in Volums 1 CuUx~ty R e c p r d e .  

No. 13 -- cH Mue 

) m - o c k  :?? of the City ok .nodaaro as per MU - f i l ad  December 21. 1942 Volume 15 of Maps, Stanislaus County 
Records. 
8xce t ing therefrom &t 27, the Southeasterly 3 f ee t  of  the 

tE Sou westerly 97 feet thenof.  

amel No. 14 -- 8&0f CIWsmne C a n t e r  
Ltt. 18 through 31 in Block 590 of the Ciky of Modeuto as per W.g 
f i led Dacemkx 21. 1942 in Volume 15 of Maps. Stanislsue County 
Records. 

% sty of M o d e s t o  am pax Map f i l ed  
943 A n  Volume 15 of Maps, atanislaus County R4corde. 

the C i t y  of Wvdeeto as pex lvls filed 
-pa, Bean&alaua county Rscor%s. 

amel No. 18 - - Pire S LtCi 17 ~hmugh 26 in B e  81of  
O P # Z  

the C i t y  of Madeeto a6 p a  Map f i l e d  
December 21, 1943 in Volume 15 of Maps, Stanlslaue County Recozde.  

Parcel XQ, 19 -- Fire Strtiorr # 3 
Lots 1 and 2 in B l o c k  2283 o 9 C r e e k  Estates NO. 1 as per Hap filed 

. . I Decclbar U, 1.66 In V~Iume :1 .O Maps, Page 55, Stanialaus CQIY~CY 
Records. 



I - amel No. a0 -- Pi- St~ti C .. 8-1 a. Caa, P ifid upt 17, 1977 ia Beak 25 of 
: ' P a m 1  Mapa. Page 83,=mhue Qaunty Records. 

a1 #a -- 7 {Fcel A ;?&= P & m & -  21. l.371 19 oe ~.gs, ' 
Page 51, stanssl~w eauney Recards. 

All tbat powon of L6t 2 of the Pxesao Tract, as per map f i led  w-h 
4, .is03 ip voiuaue I of Maps, Page 7G8 Stmialaus W t y  Recoxde, 
described as follows: 

BEGINNZNG at  a poht on the east line of said W t  2 locate8 on tho 
centaxline of a So foot public 'road dseignated ae Oakdale b a d  op said 
ma;p, which point; i s  located North Om 30' West 396 feet from a 
southeast corner of o d d  Iioc 2 ;  thence nPrn said point: o f  
parallrl to the routh line of said b t  2. Nozth 88''30~ West 660 feet 
to a point on t;ha west l ine  of said Xlot 2; ,tb-cc North OQ 30' uest 
along said west l ine  of said Lot 2 a dist82ace of 153.73 feat; thence 
east parallel with the eauth l ine  of eald Lot 2 .  a distance of 660 
feet to a oint on the east line of said X a t  2, locatca on the cater 
line of B a? d Oakdale ~ o a d ;  theztce a1 the east 3- of said b t  2 
a d  a centerLima or sa~a -ale -3, south 0 9 . 3 . 0 1  ~t 174.21 feet 
to the mint of beginning. 

ALSO EXCEPT- a l l  that tion thsreof lying northerly of 
the north line OF B u h h e l l  C ~ u r t  I !r onaerly Northexn Boulevard) 

, extending westerly to the west line or Lot 2. 

) -0 E X C S P T I ~  TBE:mFROM all that portion thereof lying wltNn 
Brigganziore Avmua, Burchell Court and M c E I c n r y  Avenue. 

At30 ~XCEPT~& !ISEREFRW a l l  that certain pxopertsy delrcribed in Deed 
t o  Chester D. Chambers, recorded March 10, 1964 in Book 1929 at Page 
641, and in Deed to S.W.A.P., a Joint Venture. recorded July 10, 1962 
in Book 1780 at Page 145, Staaielsurr County Recotds. 

. All that portion oS &t,f of the Prerno Rraet. as per arqp f i l e d  March 
4, ,1903 in Volume 1 mf Mape Page 76,  Stanislaus County Recordt~,  
Section 17, Tomahip 3 south, Range 9 But, l4.O.B.L M.. described u 
f ol lwo : 

COWPScXMG at a'point an the southerly l ine  of tha propexty -yed 
t o  Cheater D. chambers by Dead recorded )bay 7 ,  1959 in  Volumn 1545 of 
official Recordrr at Page 721, ae TnotnuMnt No. 13137, StaSa5IB~a~ 
Cbunty Recomb, said okrt be- the aortheamtara corner of P-l .En, 
on a m  mmt- lane of T i m o w  Avenue a. @hewn on th. map entitled 
aSuxway of a portion of Lot 2 of the Preclna Tract, filed April 16, 
3954 VO~UIW 6 8  Reoard OE S -T , page 53, b ~ s l a u 8  m t Y  
R s m ;  thence al a 1%- at: r ght angels ta the weetern 1-0 of 
~illotk Avenue8 &3 30' muat, 30.00 2-t to a point on thc 
IWX-ly cxten~riw of the centarliae of Timothy Aycnve; thence along , 

said northerly extemian, North oam 30' West, 46 .so feet to the true 
point of beginni ; thsace North 7 0  52 298 Eaaf, 84.53 feet to a 
point on thc line of m ~ d  M e r e  p rer, which is also 
the southem line of the p m p c z t y  cornrayed to T? t Crt  of Modbeto by 
ad =eoD+ded ace- 11, 19s~. In~e-t NO. , gtanislaun 
County Rscorrcle, said lzne also bai the southern line of parcel *Aa 
aa per i.p of Rd-d of S u m y  ti23 JWy 6. 1962 i n  Volume 9 o f  



th.ace al ' maid line, South 88. 32' JON East. 142.76 feet to a 314 
inch i x o n T P m  at t b  soutlzaaaem co-r or said P-x m w .  
obnrex king rbe northeast corner of said Chambcxs propurty is also a point on the oreetara lime of  a 20 foot al l  to the * at 02 Mode~to by Deed racoxded October 198 1960%-1630 of 
Mtrairl IUcords, at Page 695, ps I=tx\Mcnt NO. 29947, Stanj,.laUlr 
~ounty Records j thenee alw a d d  li-, Sazth 00-  30 I metf 
6o.SB feet;  aence South el0 47' SSm west, 1S5.59 feet to the point of 
beg- 

All that portion of Lot 2 of the Fzesno Tract. a6 per map filed M = C ~  
4, 1909 in volume 1 of Mape, Page 76, 8f*alaus County RecoxBs, 
described aa follower : 

BEQINNXNO at the northeast cornex of P-el A, aa shown on s of 
Surve Map of a portion OF &t 2 of the Freeno Tract, f i l e d  m y  6,  
1962 fn ~ l u m  9 ot Record of m a y s ,  Page 25. ~ t a n i a l r u r  County 
Records; thence along the north l ine of Parcel *Am; S w t h  8s0 46 '  50. 
W e ~ t  135.63 feet to the t r u e  point of beginning; t h e m  continuing 
a10 asaid north l h e  South 89. 46'  SOn Weet 120.54 feat7 thence gouth 
370?7l 43" 8.sc 166.35 feet t o  the smthwert comer of propeuey 
conveyed to the C i t y  oP Hodeoto Deed recorded arch lo, 1964 i n  "r; Volumm 1929 of official Recorde, a e 643, a8 Ixastrumurt No, 9843, 
~t.nislaua ~y BccoHar thence afom +he west lime oi t b  a e y  qt 
W e a t o  p r o p e y  as conveyd by Deed &me r e f e m s  to and the 
nnrtherly extension of sa d westerly line North 7' 52' ZS* East 132.90 
feat, more or less, to the true point of beginning. 

I 

All that: portion of  Lot 2 o f  the Freana Tract, as per map filed M a r c h  
4, 1903 in Volume 1 of Naps, Page 76.  Stanislaus eMurty Recomb, 
described as Sollowe: 

BEG= at tha aortktast aoznar af ' P a r c e l  D, as ahown on r Record o f  
Sunte Nap of a poxtian of Lac 2 of t b  FFesao Tract, f i l e d  Apri1 1 6 ,  
1954 VOIUUIO 6 of SZ-~rard of Surveys. Pagm 53. B C a d ~ Z a u u  
Becord.; thence Noxth 63. 31' 30' West along the north 1- of claid 
Parcel D and ita wooterly extarmian, a distance of ISS. 02 feet, more 
or lees, to the centerlina of *Timoth Avenue, aa 6hmm on tbc Record 
of Sumay above ref cxrad tor . thence. it orth om 30 ' west, alcmg rhe 
nort$srly 4xtenesAom of aaid csntsrlbs of Timothy Avenue tm tba 
eouthweat comer of tho raperty d to the City of Moderrto 

.' b a d  =co&~ )E.roh 10, f954, h V=1929 Ofej.e2d. ReCOrds ,%aH 
643, as x n s r ~ t  mo. 9043, stadslaw county bkcordrr; thonce N o r t h  
82' 47' 55. Eamt el the mouth line of the Cit;y of Modesto prapsrty, 
u coweyed by ~edo%ove ref-d LO. to the ~ u U u a ~ t  
-of, sdc3 iat bting on tb4 west: line of the prapsrt L- 'd the c i t y  of dLto by ma! nmrtied ~ o b e r  x9, lsso $n 1- 639 
of O f f i c i a l  Recorcle, Page 695, as InrrtnsmenE No. 29947, ~tanielaus 
C m t y  Records: thence south along 'the west line of the .City 02 

, Modeato pmputy as conv(~ysd by Deed lut above r c f c r r d  to. 71 -83 
feet,  moxe or leas, to the point of beginning. 



All that p&ioa of &ot 2 o f  the Pzesno ha&, as pex nro f i led a h -  - 
1. -1903 v01- of ~ a p s ,  Pa* 75,  stnimla- v t y  EeEaco*. 
described an i50llawe: 

m C W G  at the 3/4 i2lCh iron pipe set for the northem=- corner 
of -el WAS, aa per map oZ Record of f i l e d  26,  1962 in 
VO~- P of ~ecord of sumye, P.9. 25. m s ~ a u a  Chanty Rece&,; 
thence don tihe northern lane of said Pam1 .AR, South 890 461 5 0 s  
W e m t ,  l39. C! fceh to t&e rrorthstem comer of the pro y EF to &eater D. ambere by Dtcd recorded Narcla lo, 1964 Vol- 1929 

East;  thence a l n g  said reverse curve concwe to the east, havin a 
radius of 10.00 feat, a central mglc of $Po 43 4 O N .  and an arc fcagth 
of 86.15 feet; thence alang a radial line, South 370 57' 43" Bast, 
50.00 $act to the southweat coxmer of the g r c g r t y  coaaveyed to the 
c i t  of Modesto by the Deed referred to an e true point of 1 beg d n g .  



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING LEASE AGREEMENT 
AND FACILITIES LEASES 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Commission of 
the Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority 
organized under the laws of the State of California, and that as such I am authorized to execute 
this Certificate on behalf of the Authority. 

I hereby further certify that there is attached hereto full, true and correct copies of 
the following documents: 

1. Master Agreement, approved July 22, 1997, (the "Master Agreement") among the County 
of Stanislaus, the City of Modesto, the City-County Capital Improvements and Financing 
Joint Powers Agency, and the Redevelopment Agency of the City of Modesto. 

12. Reimbursement Agreement, dated as of March 1, 1998, (the "Reimbursement Agreement") 
by and between the City of Modesto and the Redevelopment Agency of the City of 
Modesto. 

3.  Lease Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to Lease 
Agreement, dated June 15, 2000, Amendment No. 2 to Lease Agreement, dated 
October 15,2002 and Amendment No. 3 to Lease Agreement, dated April 18,2007 (as so 
amended, the "1998 Lease"), each by and between the Authority and the City. 

4. Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public 
Properties), dated as of March 1, 1998, as amended by Amendment No. 1 to Site Lease, 
dated October 15, 2002 and Amendment No. 2 to Site Lease, dated April 18, 2008 (as so 
amended, the "Miscellaneous Site Lease"), each by and between the Authority and the 
City. 

5 .  Site Lease (Parking Garage), dated as of March 1, 1998, as amended by Amendment No. 1 
to Site Lease, dated June 15, 2000 (as so amended, the "Parking Garage Site Lease"), each 
by and between the Authority and the Redevelopment Agency of the City of Modesto. 

6 .  Facilities Lease (Communications Dispatch Center), dated as of March 1, 1998 (the 
"Dispatch Lease") by and between the Authority and the City. 

7. Facilities Lease (City-County Administration Building), dated as of March 1, 1998 (the 
"Administration Building Lease") by and between the Authority and the City-County 
Capital Improvements and Financing Agency. 

8. Facility Lease, dated as of April 1,2007, by and between the Authority and the City. 



9. Sublease, dated as of April 1,2007, by and between the Authority and the City 

I hereby further certify that the Master Agreement, Reimbursement Agreement, 
1998 Lease, the Miscellaneous Site Lease, the Parking Garage Site Lease, the Dispatch Lease, 
the Administration Building Lease, the Facility Lease and the Sublease have not been amended, 
rescinded or modified, and are now in full force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



IN WITNESS WHEREOF, I have hereunto set my hand as of the date set forth herein. 

Ilated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

Secretary 



RECORDING REQUESTED BY: 
City of Modesto, California 

WHEN RECORDED MAIL TO: 
BROWN & WOOD LLP 
555 California Street 
50th Floor 
San Francisco, California 94 104 
Attention: Eric D. Tashrnan, Esq. 

Stanislaus, County Recorder 
Karen Mathews Go Recorder Office 

DOC-98-0022315-00 
Acct 502-Fidelity National Title 
Wednesday, MAR 11, 1998 08:OO:OO C 

This document is recorded for the benefit of the City of Modesto and recording is fee-exempt 
under Section 27383 of the Government Code. 
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This SITE LEASE (the "Site Lease"), executed and entered into as of March 1, 1998, by 
and between the CITY OF MODESTO, a charter city and a municipal corporation duly organized 
and existing under the laws of the State of California, as lessor (the "City"), and the MODEST0 
PUBLIC FINANCING AUTHORITY, a joint powers agency duly organized and existing under 
the laws of the State of California, as lessee (the "Authority"); 

WITNESSETH: 

WHEREAS, the Authority intends to assist the City in the refunding of its Certificates of 
Participation (Capital Improvements Projects) which are currently outstanding in the aggregate 
principal amount of $61,430,000, together with the financing of the costs of public capital 
improvements related to the 10th Street Place Project, together with other capital improvements, 
through the issuance of the Authority's Lease Revenue Bonds, Series 1998 (Capital Improvements 
and Refinancing Project) (the "Bonds"); and 

WHEREAS, pursuant to this Site Lease, the City proposes to lease to the Authority the 
Sites upon which certain Leased Units of the Project (as more fully described in the Lease 
referred to below) will be constructed or installed; and 

WHEREAS, the Authority intends to lease back the Sites, together with the Leased Units 
of the Project (collectively, the "Leased Property") to the City pursuant to a Leaselpurchase 
Agreement to be executed and entered into as of the date hereof (the "Lease"); and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened and 
to have been performed precedent to and in connection with the execution and entering into of 
this Site Lease do exist, have happened and have been performed in regular and due time, form 
and manner as required by law, and the parties hereto are now duly authorized to execute and 
enter into the Site Lease; 

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF THE 
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER 
VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY AGREE AS 
FOLLOWS: 

SECTION 1. Leased Premises. 

The City hereby leases to the Authority (without option to purchase) and the Authority 
hereby leases from the City, on the terms and conditions hereinafter set forth, the Sites, as more 
fully described in Exhibit A hereto. 

SECTION 2. Term. 

The term hereof shall commence as of the date hereof and shall remain in effect until the 
term of the Lease expires as provided by Section 4.2 thereof, provided, however, that if Lease 
Payments (as defined therein) due under the Lease remain'unpaid at the expiration of the Lease 

! term, then this Site Lease shall not terminate until the earlier of (i) September 1, 2043, (ii) the 



date on which the Bonds have been paid in full or (iii) the expiration of the term of any lease 
executed and delivered pursuant to Section 8.2(b) of the Lease, unless such term is sooner 
terminated as hereinafter provided. 

SECTION 3. Rental. 

The Authority shall pay to the City as and for rental hereunder the sum of One Dollar 
($1.00) on the date of initial issuance of the Bonds. 

SECTION 4. Pumose. 

The Authority shall use the Sites solely for the purpose of leasing the Sites, together with 
the improvements to be constructed or installed thereon, to the City pursuant to the Lease; 
provided, that in the event of default by the City under the Lease the Authority may exercise the 
remedies provided in the Lease. 

SECTION 5. Owner in Fee. 

The City covenants that it is the owner in fee of the Sites, except as to easements and 
encumbrances which will not adversely affect the Lessee's use and occupancy of the Sites. 

SECTION 6. Assignments and Subleases. 

Unless the City shall be in default under the Lease, the Authority may not, without the 
written consent of the City, assign its rights hereunder or sublet the Sites, except to the trustee 
(the "Trustee") of the Authority's Bonds, the proceeds of which shall be used to pay costs of the 
Project (as defined in the Lease). 

SECTION 7. Right of Entry. 

The City reserves the right for any of its duly authorized representatives to enter upon the 
Sites at any reasonable time to inspect the same or to make any repairs, improvements or changes 
necessary for the preservation thereof, which right is exercisable only so long as the City is not 
in default under the Lease. 

SECTION 8. Termination. 

The Authority agrees, upon the termination hereof, to quit and surrender the Sites in the 
same good order and condition as the same was in at the time of commencement of the term 
hereunder (with such modifications and improvements as are contemplated by the Lease), 
reasonable wear and tear excepted, and agrees that any permanent improvements and structures 
existing upon the Sites at the time of the termination hereof shall remain thereon and title thereto 
shall vest in the City. 



SECTION 9. Default. 

In the event the Authority shall be in default in the performance of any obligation on its 
part to be performed under the terms of this Site Lease, which default continues for 30 days 
following written notice to and demand for correction thereof by the City, the City may exercise 
any and all remedies granted by law which do not adversely affect the interests of the owners of 
the Bonds, with the consent of the Trustee; provided that the City may not terminate this Site 
Lease and shall exercise only remedies providing for specific performance hereunder. 

SECTION 10. Ouiet Eniovment. 

The Authority at all times during the term hereof shall peaceably and quietly have, hold 
and enjoy all of the Sites. 

SECTION 1 1. Waiver of Personal Liability. 

All liabilities hereunder on the part of the Authority shall be solely liabilities of the 
Authority as a separate legal entity, and the City hereby releases each and every member, officer 
and employee of the Authority of and from any personal or individual liability under this Site 
Lease. No member, oficer or employee of the Authority shall at any time or under any 
circumstances be individually or personally liable hereunder for anything done or omitted to be 
done by the Authority hereunder. 

SECTION 12. Taxes. 

The City hereby agrees and covenants to pay any and all assessments of any kind or 
character and also all taxes, including possessory interest taxes, levied or assessed upon the Sites. 

SECTION 13. Eminent Domain. 

In the event the whole or any part of the Sites is taken by eminent domain proceedings, 
the interest of the Authority shall be recognized and the award shall be paid as provided in the 
Trust Indenture, dated as of March 1, 1998, pursuant to which the Bonds were issued. 

SECTION 14. Partial Invaliditv. 

If any one or more of the agreements, conditions, covenants or terms hereof shall to any 
extent be declared invalid, unenforceable, void or voidable for any reason whatsoever by a court 
of competent jurisdiction, the finding or order or decree of which becomes final, none of the 
remaining agreements, conditions, covenants or terms hereof shall be affected thereby, and each 
provision of the Site Lease shall be valid and enforceable to the ftllest extent permitted by law. 



SECTION 15. Notices. 

All approvals, authorizations, consents, demands, designations, notices, offers, requests, 
statements or other communications hereunder by either party to the other shall be in writing and 
shall be sufficiently giver, and served upon the other party if delivered personally or if mailed 
by United States registered or certified mail, return receipt requested, postage prepaid, and 
addressed as provided in Exhibit B hereof, with a copy to the Trustee, or to such other addresses 
as the respective parties may from time to time designate by notice in writing. 

SECTION 16. No Mer~er  of Interests. 

The Leasehold estates under this Site Lease and the Lease shall not merge, whether by 
the exercise of any right or remedy hereunder or thereunder, by operation of law, or otherwise. 

SECTION 17. Section Headin~s. 

All section headings contained herein are for convenience of reference only and are not 
intended to define or limit the scope of any provision hereof. 

SECTION 18. Execution. 

This Site Lease may be executed and entered into in several counterparts, each of which 
shall be deemed an original, and all of which shall constitute but one and the same instrument. 

SECTION 19. Governing Law. 

This Site Lease shall be governed by and construed in accordance with the laws of the 
State of California. 



IN WITNESS WHEREOF, the parties hereto have executed and entered into the Site 
Lease by their officers thereunto duly authorized as of the day and year first above written. 

CITY OF MODEST0 

City Manager 

MODEST0 PUBLIC FINANCING 
AUTHORITY 



State of California 1 
1 ss 

County of Stanislaus 1 

- 
o n  Q L . ~  ,C\ G; . \q 3 % before me;l LG; ,,c\ ,, \.\ L=(\ Q t ' s 3 .  ?:z: (, . personally 

appeared 3 . @ h & C ~ A  '% L r s  hersonally ldown to me, or proved 
to me on the basis of satisfactory evidence to be the person(s) whose narne(s) islare subscribed 
to the within instrument and acknowledged to me that helshelthey executed the same in 
hidherltheir authorized capacity(ties), and that by hidherltheir signature(s) on the instrument the 
person(s), or the entity upon behalf of which person(s) acted, executed the instnunent. 

WITNESS my hand and official seal. 

, . [seal] 



State of California ) 
ss 

County of Stanislaus 1 

On fib& io \$9 9 before m e , k c ~  he\ U. .,L GRX, ( r ~ ~ q )  u r s o n a l l y  
appearea < : \,-L' A . LL V ~ C U  ', @bersonally k d w n  to Me, or El proved 
to me on the basis of satisfactory e v i h c e  to be the person(s) whose name(s) islare subscribed c 
to the within instrument and acknowledged to me that helshelthey executed the same in r 
hislherltheir authorized capacity(ties), and that by hislherltheir signature(s) on the instrument the P 

person(s), or the entity upon behalf of which person(s) acted, executed the instrument. c - 

WITNESS my hand and official seal. ! -, JACOUELYN HUAST 1 
ni,. 6~9 - - CCIMM. #I045918 3 
;;p13f9 +*2: 

:lh *+o NOrAilY PU%LIC. CALIFORNIA 
? SiANlSUUS COUNTY .+** hly Comrn. Exdres Nov. 30. lW8 1 



i . State of California 1 
) ss. 

County of Stanislaus ) 

On March 9, 1998, before me, Rosemarie Havener. N o t a ~  Public s 

Noraty Public 
personally appeared Michael D. Milich 

Name(s) of Signer(s) 

&onally known to me -OR- El proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within 
instrument and acknowledged to me that he executed 
the same in his authorized capacity, and that by his 
signature on the instrument the person, or the entity 
upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal. 

Signature of Notary Public 

1, 
OPTIONAL 

Capacity Claimed by Signer 
Individual 
Corporate Officer 

Partner -- Limited General 
Attorney-in-fact 
Trustee 
GuardianJConservator 
Other: 

Signer is Representing: 
Name of Persons(s) or Entity (ies) 

Attention Notary: Although the information requested below is OPTIONAL, it could prevent 
fraudulent attachment of this cercijicate to an unauthorized document. 

THIS CERTIFICATE Title or Type of Document 
MUST BE ATTACHED 
TO THE DOCUMENT Number of Pages Date of Document 
DESCRIBED AT RIGHT: Signer(s) Other than Named Above 



EXHIBIT A 

Legal Description of the Sites 

1. The Police Headquarters Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

See Attachment 1 hereto. 

2. The Graceda Park Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

All of Blocks 53 1, 532 and 533, inclusive, as per map filed December 21, 1942 
in Volume 15 of Maps, Stanislaus County Records. 

3. The Floyd Park Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Parcels A and B as shown on that certain Parcel Map filed October 9, 1969 in 
Volume 7 of Parcel Maps, page 68, Stanislaus County Records. 

4. The Wesson Ranch Park Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Parcel 1 as shown and designated on that certain Parcel Map filed January 28, 
1980 in Volume 30 of Parcel Maps, at page 13, Stanislaus County Records. 

5. The Hollywood Park Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lot 1 in Block 13 158 of HOLLY WOOD PARK NO. 2, according to the Official 
Map thereof, fiIed in the office of the County Recorder of Stanislaus County, 
California, on February 28, 1978 in Book 27 of Maps, at Page 44. 



6. The Riverside Neighborhood Park Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

PARCEL ONE: 
Parcels 1 and 1 -A as per Parcel Map recorded May 16, 1966 in Book 1 of Parcel 
Maps, Page 134, Stanislaus County Records. 

EXCEPTING THEREFROM Parcels B-1 and B-2 as per map filed June 5, 1974 
in Book 19 of Parcel Maps, Page 3 1, Stanislaus County Records. 

PARCEL TWO: 
Parcel A per map filed June 5, 1974 in Book 19 of Parcel Maps, Page 31, 
Stanislaus County Records. 

7. The Sipherd Park Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Parcel B as per map recorded August 14, 1974 in Book 19 of Parcel Maps, at 
Page 75, Stanislaus County Records. 

8. The Fire Station No. 1 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 17 thru 26, inclusive, in Block 8 1 of the CITY OF MODESTO, as per map thereof 
filed December 21, 1942 in Volume 15 of Maps, Stanislaus County Records. 

9. The Fire Station No. 3 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 1 and 2 in Block 2283 of DRY CREEK ESTATES NO. 1, according to the Official 
Map thereof filed in the Office of the Recorder of Stanislaus County, California, on 
December 13, 1966 in Volume 21 of Maps, Page 3, more 55. 

10. The Fire Station No. 5 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 



See Attachment I1 hereto. 

11. The Fire Station No. 6 Site is described below. 

All that real prope,-ty described in the County of Stanislaus, City of Modesto, described 
as follows: 

Parcel C as per Parcel Map recorded August 17,1977 in Book 25 of Parcel Maps, at Page 
83, Stanislaus County Records. 

12. The Fire Station No. 7 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Parcel A as shown on that certain Parcel Map filed June 27, 1974 in Volume 19 of Parcel 
Maps, page 5 1, Stanislaus County Records. 

13. The McHenry Museum Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 27 thru 32, inclusive, in Block 113 of the CITY OF MODESTO, per map recorded 
December 21, 1942 in Volume 15 of Maps, Stanislaus County Records. 

14. The McHenry Mansion Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 17 thru 24, inclusive, in Block 122 of the CITY OF MODESTO, according to the 
Official Map thereof, filed in the office of the Recorder of Stanislaus County, California, 
on December 21, 1942 in Volume 15 of Maps. 

15. The 800 E. Morris/Community Center Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

All of Block 603 of the CITY OF MODESTO, as per map filed December 21, 1942 in 
Volume 15 of Maps, Stanislaus County Records. 

16. The Senior Citizens Center Site is described below. 



(.: 
All that real property described in the County of Stanislaus, City of Modesto, described 

as follows: 

Lots 18 thru 3 1, inclusive, in Block 590 of the CITY OF MODESTO, as per map filed 
December 2 1, 1942 in Volume 15 of Maps, Stanislaus County Records. 

17. The Parking Lot No. 25 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 28 thru 32, inclusive, in Block 55 of the CITY OF MODESTO, as per Map filed 
. December 21, 1942 in Volume 15 of Maps, Stanislaus County Records. 

18. The Parking Lot No. 3 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 29, 30, 31 and 32 in Block 94 of the CITY OF MODESTO, as per Map filed 
December 21, 1942 in Volume 15 of Maps, Stanislaus County Records. 

19. The Parking Structure Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 5-12 inclusive in Block 68 of the CITY OF MODESTO, according to the Official 
Map thereof, filed in the office of the Recorder of Stanislaus County, California, on 
December 2 1, 1942 in Volume 15 of Maps. 



ATTACHMENT I 

Lots 1 thru 32, inclusive, in Block 71 of-the CITY OF MODESTO, as per map 
recorded December 21, 1942 in Volume 15 of Maps, Stanislaus County Records. 

All that real property in the State of California, County of Stanislaus, 
City of Modesto, being a portion of the-Northeast quarter of Section 32, 
Township 3 South, Range 9 East, Mount Dlablo Base and Meridian, described as : 
follows : P 

P 

That portion of the 20-foot alley in Block 71 as delineated on the Official r 
Map of the City of Modesto, as per map filed December 21, 1942, in Volume 15 - 
cf Maps, Stanislaus County Records, described as follows: c 

- 
Beginning at the most Southerly corner of Lot 16 in said Block 71, said - 

k 
polnt being on the Northeastern line of said 20.00 foot alley in Block 71; CI - 
thence along said Northeastern line of saxd alley, North 43O 29 '  30'' West, - 
150.00 feet, to the most Southerly corner of Lot 10 in Block 71; thence u 
South 46O 30' 3011 West, 20.00 feet, to the most Northerly corner of Lot 22 c 
in Block 71, said point being on the Southwestern line of the 20.00 foot 
alley in Block 71; thence along said Southwestern line of said alley, South 
4 3 O  29' 30" East., 150.00 feet, to the most Easterly corner of Lot 17 in 
Block 71, said point being on -the Northwestern line of 80.00 foot llFll 
Street; thence along said Northwestern line of "Fn Street, North 4 6 O  30' 30" 
East, 20.00 feet, to the point of beginning. 



ATTACHMENT I1 

The land herein referred to is situated in the incorporated area of the City of 
Modesto, County of Stanislaus, State of California, and is described as follows: 

All that portion of Lot 2 of the Fresno Tract, as per map filed March 4, 1903 in 
Volume 1 of Maps, Page 76, Stanislaus County Records, described as follows: 

BEGINNING at a point on the east line of said Lot 2 located on the centerline of a 50 
foot public road designated as Oakdale Road on said map, which point is located North 
O0 30' West 396 feet from the southeast corner of said Lot 2; thence from said point 
of beginning parallel to the south line of said Lot 2, North 8a0 30' West 660 feet to 
a point on the west line of saidLot 2; thence North O0 30' West along said west line 
of said Lot 2 a distance of 153.73 feet; thence east parallel with the south line of 
said Lot 2, a distance of 660 feet to a point on the east line of said Lot 2, located 
on the center line of said Oakdale Road; thence along the east line of said Lot 2 and 
the centerline of said Oakdale Road, South O0 30' East 174.24 feet to the point of 
beginning. 

ALSO EXCEPTING THEREFROM all that portion thereof lying northerly of the north line of 
Butchell Court (formerly Northern Boulevard) extending westerly to the west line of 
Lot: 2. 

ALSO EXCEPTING THEREFROM all that portion thereof lying within Briggsmore Avenue, 

( Burchell Court and McHenry Avenue. 

ALSO EXCEPTING THEREFROM all that certain property described in Deed to Chester D. 
Chambers, recorded March 10, 1964 in Book 1929 at Page 641, and in Deed to S.W.A.P., a 
Joint Venture, recorded July 10, 1962 in Book 1780 at Page 145, Stanislaus County 
Records. 

All that portion of Lot 2 of the Fresno Tract, as per map filed March 4, 1903 in 
Volume 1 of Maps, Page 76, Stanislaus County Records, Section 17, Township 3 South, 
Range 9 East, M.D.B.& M., described as follows: 

COMMENCING at a point on the southerly line of the property conveyed to Chester D. 
Chambers by Deed recorded May 7, 1959 in Volume 1545 of Official Records at Page 321, 
as Instrument No. 13137, Stanislaus County Records, said point being the northeastern 
corner of Parcel "Em on the western line of Timothy Avenue as shown on the map 
entitled' "Survey of a portion of Lot 2 of the Presno Tract, filed April 16, 1954 in 
Volume 6, Record of Surveys, page 53, Stanislaus County Records; thence along a line 
at right angels to the western line of Timothy Avenue, North 89O 30' East, 30.00 feet . 
to a point on the northerly extension of the centerline of Timothy Avenue; thence 
along said northerly extension, North 00° 30' West, 46.90 feet to the true point of 
beginning; thence North 7 O  52' 29" East, 84.51 feet to a point on the northern line of 
Said Chambers property, which is also the southern line of the property conveyed to 
the City of Modesto by Deed recorded October 11, 1957, as Instrument NO. 26217, 
Stanislaus County Records, said line also being the southern line of Parcel "A" as Per 
map of Record of Survey filed July 6, 1962 in volume 9 of Surveys, Page 25, Stanislaus 

( County Records; 
\ .  

(continued) 



thence along said line, South 88' 32' 30" East, 142.76 feet to a 3/4 inch iron pipe at 
the southeastern corner of said Parcel "A", said corner being the northeast corner of 
said Chambers property which is also a point on the western line of a 20 foot alley 
conveyed to the City of Modesto by Deed recorded October 19, 1960 in Volume 1639 of 
Official Records, at Page 695, as Instrument No. 29947, Stanislaus County Records; 
thence along said western line, South 00° 30' East, 60.58 feet; thence South 82O 47' 
55" West, 155.59 feet to the point of beginning. 

All that portion of Lot 2 of the Fresno Tract, as per map filed March 4, 1903 in 
Volume 1 of Maps, Page 76, Stanislaus County Records, described as follows: 

BEGINNING at the northeast corner of Parcel A, as shown on a Record of Survey Map of a 
portion of Lot 2 of the Fresno Tract, filed July 6, 1962 in Volume 9 of Record of 
Surveys, Page 25, Stanislaus County Records; thence along the north line of Parcel 
"Aw,  South 8g0 46' 50' West 135.63 feet to the true point of beginning; thence 
continuing along said north line South 89O 46' 50" West 120.54 feet; thence South 37O 
57' 43" East 166.35 feet to the southwest corner of property conveyed to the City of 
Modesto by Deed recorded March 10, 1964 in Volume 1929 of Official Records, Page 643, 
as Instrument No. 9843, Stanislaus County Records; thence along the west line of the 
City of Modesto property as conveyed by Deed above referred to and the northerly 
extension of said westerly line North 7O 52' 29" East 132.90 feet, more or less, to 
the true point of beginning. 

All that portion of Lot 2 of the Fresno Tract, as per map filed March 4, 1903 in 
Volume 1 of Maps, Page 76, Stanislaus County Records, described as follows: 

BEGINNING at the northeast corner of Parcel D, as shown on a Record of Survey Map of a 
portion of Lot 2 of the Fresno Tract, filed April 16, 1954 in Volume 6 of Record of 
Surveys, Page 53, Stanislaus County Records; thence North 83O 31' 30" West along the 
north line of said Parcel D and its westerly extension, a distance of 155.02 feet, 
more or less, to the centerline of Timothy Avenue, as shown on the Record of Survey 
above referred to; thence North O0 30' West, along the northerly extension of said 
centerline of Timothy Avenue to the southwest corner of the property conveyed to the 
City of Modesto by Deed recorded March 10, 1964, in Volume 1929 of Official Records, 
Page 643, as Instrument No. 9843, Stanislaus County Records; thence North 8Z0 47' 55" 
East along the south line of the City of Modesto property, as conveyed by Deed above 
referred to, to the southeast corner thereof, said point being on the west line of the 
property conveyed to the City of Modesto by Deed recorded October 19, 1960 in Volume 
1639 of Official Records, Page 695, as Instrument No. 29947, Stanislaus County 
Records; thence south along the west line of the City of Modesto property as conveyed 
by Deed last above referred to; 71.83 feet, more or less, to the point of beginning. 

'\ 

(continued) 



All that portion of Lot 2 of the Fresno Tract, as per map filed March 4, 1903 in 
Volume 1 of Maps, Page 76, Stanislaus County Records, described as follows: 

COMMENCING at the 3/4 inch iron pipe set for the northeastern corner of Parcel "An, as 
per map of Record of Survey filed July 26, 1962 in Volume 9 of Record of Surveys, Page 
25, Stanislaus County Records; thence along the northern line of said Parcel "An, 
South 89O 46' 50" West, 135.63 feet to the northeastern corner of the property 
conveyed to Chester D. Chambers by Deed recorded March 10, 1964 in Volume 1929 of 
Official Records, Page 641, as Instrument No. 9844, Stanislaus County Records; thence 
along the eastern line of the Chambers property and the western line of the property 
conveyed to the City of Modesto by Deed recorded March 10, 1964 in Volume 1929 of 
Official Records, Page 643, as Instrument No. 9843, Stanislaus County Records, South 
07O 52' 29" West, 132.90 feet to the southwestern corner of the City property as 
conveyed by Deed above referred to, and the true point of beginning; thence South 00° 
30' 00" East, 48.44 feet, more or less, to a point on the southern line of property 
conveyed to ~hester D. Chambers by Deed recorded May 7, 1959, as Instrument No. 13137, 
Stanislaus County Records, said point being on the centerline of the 60.00 foot 
Timothy Avenue, as shown on a Record of Survey filed April 16, 1954 in Volume 6 of 
Record of Surveys, Page 53, Stanislaus County Records; thence along said southern line . 
of the property conveyed to Chambers by Deed last above referred to and the north line 
of Timothy Avenue as shown on a Record of Survey filed April 16, 1954 in Volume 6 of 
Record of Surveys, Page 53, Stanislaus County Records, North 88* 30' West, 30.02 feet 
to a pint on the western line of Timothy Avenue, as shown on said Record of Surveys; 
thence along said western line, North OOD 30' 00" West, 0.52 feet; thence along a 
tangent curve concave to the southwest having a radius of 15.00 feet, a central angle 
of 46O 11' 13" and an arc length of 12.09 feet to a point of reverse curvature from 
which a radial line bears North 43O 18' 47' East; thence along said reverse curve 
concave to the east, having a radius of 50.00 feet, a central angle of 98O 43' 30" and 
an arc length of 86.15 feet; thence along a radial line, South 37O 57' 43" East, 50.00 
feet to the southwest corner of the property conveyed to the City of Modesto by the 
Deed referred to and the true point of beginning. 



EXHIBIT B 

Notices 

If to the Lessee: 

If to the Lessor: 

Modesto Public Financing Authority 
C/O City of Modesto 
Finance Department 
City Hall 
1012 "I" Street, 2nd Floor 
Modesto, California 95354 

City of Modesto 
Finance Department 
City Hall 
1012 "I" Street, 2nd Floor 
Modesto, California 95354 



This document is ncosrdad ltu the bmcfit of the City of Modesto and recording is feeexapt 
under Section 27383 of tbc Gw#nmcnt Code. 9 
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AME?+DMENT NO. 1 TO Sl'IE LEASE 
(Parks Pmjaot, Police Hdqumbm Building and Miaccllaneou Public Pmpcrties) 

byandbetw#Pthc 

THE CITY OF MODESTO. 

and tbe 

MODESTO PUBLIC FINANCING AUTHORITY 



AMENDMENT NO. 1 TO SITE LEASE 

This AMENDMENT NO. 1 TO SITE LEASE (the "Amezulmuu No. 1 to Site Lease"), 
cxeeuted and tatcred into on October 15,2002, by and bat- 6bc QTY OF MODESTO, r 
chnrtcr city and a municipal a p o d o n  duly organized and existing under the lam of thc State 
of C a l i b a  M lwsor (the "Cim and the MODESTO PUBLIC HNANCING AUTHORITY, 
a joint exercise of powera agency duly organized and under the laws of the State of 
W i i  as lessee (the '@Authority"X and accepted and qpd to by BNY Western Trust 
Compmy, aa mccmm tmbe (thc Trustee") to Hsrrir Trust Company of Califnmia, a state 
banking d t i o n  duly orgadzed aad existing rmda end by virtue of the law ofthe Sta& of 
Clrliforaia, rs tNstee uader the Tmt Indmhm, dalad a of March 1, 1998, bctwucn the 
Authoritymd ths Tnrstee, 

WHEREAS, the C i  end the County of Stmislaw (the "County"), in conjundiw with 
Rcdmclapmezrt Agency of the City of Modeslo d the City-County Imp- and 
F i d n g  Agasy, in 1998 undertook a mixed u#d development to provide, among other uses, 
rdail office uses, a cinema complex, a public parMng gerage, a City-County adxuiishttiom 
buikline, tOgCfhGT with o h r  public capital impovwnenta (~Uodivoly, the Traject"); 

WFEXEAS, the Authority and the City previously executed the Site Lease (Parks 
Project, Polia Headquarters Building and Miscellaneous Public P r c p d a ) ,  dated as of 
March 1,1998, lrird mcordcd in the official records of the County of Stanislaus Recder's OfXcc, 
an Maroh 11,1998, as Docllmud numba 98-002231540 (Ibe "1998 Site ha&') purawPd to 
whicb thc City l e a d  to tbc Authority lbc reel properly situattd in the City of  Modedo, State of 
Califomis, described in Exbibit A thmco (the " 1998 Site"); and 

WHEREAS, the Aubhority I d  back the 1998 Site, together with #rbin Leescd Udta 
of the Project (rcIirrad to therein as the mLeaaed PmpuQ'x to the City jnmiumt to a 

Agreemart, dated as of March 1,1998, bctwcm the Authority and t&: City, and 
rccwdcd in the &cid =or& of tbe County of Stanirrlsru Recorder's Office on Mmh 11,  
1998, u -t =bar 98-00223 1 9-00 (tbe "1 998 LePsc/Purcbrr# A w n ' ) ;  md 

WHEREAS, Sdm 5 3  of tlw 1998 LGasdPllrehese Agr#mmt pannita the nmwal of  
Lcased Property, including the relase o f b  d prapaty and improvansnw d t u t i n g  the 
Misdanoous Public Propatics es dcncribcd in Exhiit C to the 1998 L c d P m h m  
Agmmmt and which includes thc P* Lat No. 3 Site (the "Parking Lot No. 3 Sitc"), subject 
to the ddktion of certain d t i o n s ;  d 

WHEREAS, the Authority and the City cxcculcd tbat -1 No. I to 
Agrecmmt to &ease the Parking w e  Retail Site fnmn the 1998 

Lbaw/Rachabe Agreement, dated June 15, UKX), 

WHEREAS, the City haa rqmtcd the release of the Peking Lot No. 3 Site from the 
1998 LwsdPlrrolursc Agreement and 1998 S i  Lase; and 



WHEREAS, the City hes provided lo the T w t #  an amended Exhibit B and an amended 
Exhibit C lo the 1998 Apemart which includes a new melw wd bounds 
dmdption fbr the 1998 Site which mflech thc racamnyaaw and dense of ths Parking Int 
No. 3 Site; and 

WHEREAS, dl acts, conditions and lhings mquimd by law to exist, to have brppenad 
and to hllVC been pesfaned pncdat to and in connection with the execution and cntabg into 
of this Amdmont No. I to SiU Lease (iiuding tha Mivery of dficabes and ojhions as 
required by Section 53 of the 1998 Ltasc/PurohaJc Alpcanent) do exist, have brvppcncd md 
have btaa pafikmad in regular and due time, form and mlmrres as nQuired by Inv, and tbc 
parties hereto are now duly auUorized to exc& and enter into this Amendment No. I lo Sitc -. 

NOW, THEREFORE, in consideration of the premises and of the mutual agreements end 
wvamts d n e d  herein and iix other v M e  co-ficm, the partias hereto do hemby 
agm as follows; 

1. W M A m t t K : 1 9 9 8 S i i t ~ i s h c r c b y a m a n d c d i n b c n ~ d ~ U c  
mbsritution of Exhibit A attached ma a d  

2. Excapt as set forclh in paragraph 1, the 1998 Site Lease &dl remain in fuU fbacc 
and effect in acwrdnuce with its tams. 

3. Tliis Amendment No. 1 to Sitc Learrc may be emxtcd in any number of 
counterpar@ and each of such cwnterpartr MI far all plnposes be dcuncd to be an origin& and 
any andall s u c h c o u n ~ s h a l l a O g d h a ~ t u Q b u t o n e a n d  thasamoinsbumd. 

W I N D E R  OF PAOB INTENTIONALLY LWI' BLANK] 



IN WlTIWSS WHEREOF, the partiw hereto have exccutal and entered into thb 
Amendment No. 1 to Site Lease by their offim hemnto duly authofhd as of the day and ysu 
mabwewrirwn. 

CITY OF MODEST0 

MODIESTO FVBLIC FINANCING AUTHORITY 

M w  Director 

~ a n ~ & = - ' b y  
BNY WESTBRN TRUST COMPANY, 
alk.lum to Hanir Trust Comprny 
ofcalibmia, rs Tnrstee 



State of Celitbnria 1 
=. 

Couwy of !!hnidw 1 

( ) pmnally knolwn b me, or 

( ) p r o d  to me on the baais of evidence do bc the perm(#) whose namc(s) idam 

s u b b ~ 1 ~ i o t b c w i t h i n i n e t n r m c n t M d ~ l c d g a d b m e ~ W ~ e ~ a r r e w t b d t h s ~ e  
in hi- d r i z c d  capachy(ties), and and by b y h i s l k c o l t h e i r  sigmtm(s) on the instrummt 
the pmon(s), or the entity upon Wf of which ~ s ) . a c t e d ,  executed the h u m m ~ ~  

WITNESS my hand and official seal. 



State of California 1 
1 

C o u n t y o f ~ ~  1 

On -DL befon me, 
t--I 

~ & I Y  appeared - R. U i s t  

(s) personrlly known to me, or 

(8) proved b me on the Wi oflrak'nfjrdny evidence to be h pu~mn(a) wbose namc(s) idrn 

subaorlbed tu the within hutmmmt and acknowledged b me ihrd hdsh* executed the samb 
in hidheritheir authorized cspacity(tics), and that by bidbtrMu d-9) an Qlc hWummt 
the pn#,a(s), or the d$ upon behrlf of which penron(s) actad, executed the instrument. 

WITNESS my hund and official sd. 



State of CMilbmia 1 
1 g. 

C i t y M d c Q u n t y o f S 8 L I ~  ) 

on asq-ms WbtwMW' &m=YmdC 
W d l a d  [Hare Lnrart naK of*] 

subidbed to the within i tutmmt and ackwwSadgcd to me that Wshe/they aPraartad the same 
in l W h c d & a u t h a  capacity@@, and that  by^^ &putwaCs)on the inshum& 
the peram(@, or the d t y  upon behalf of which pcnomCa)actd, executed the instnnwnt 

WITNESS my h a d  and oBcial d. 

signature &m l 



Exhibit A 

1. The Police Headqumlaas Site ir darcribed below. 

All that nsl properly described in lhc County of Stanislaw, City of Modesto, described 
as fbllows: 

See Attachment 1 hento. 

2. Thc Graceda Park Site is described below. 

All that nal property dcscribcd in the Cwaty of Stanishus, City of Modeslo, dcsuibcd 
83 follows. 

All of Blocks 531,532 and 533, inclusive, as per map filed I[)eambu 21,1942 in 
Volume IS of Maps, S t a d a u  County m r  

3. Thc Floyd Park Site is described Wow. 

All tbat d property d d b a d  in rhe County of Stdafauq Cily of Modasto, dcsuibad 
w follows: 

P d s  A and B as shown on that certain P m l  Map filed October 9,1969 in Volume 7 
of Parcel Maps, page tj8, Stanislaw County Records. 

4. The Wesson Raucb Park Site is described bhw. 

All that real property described in the County of Stmhhus, City of Modasto, described 
as f o l l o ~ :  

5. Tbs Hollywood Park Si is descsibed bslow. 

AIl that real praparty deswi'bed in fhe County of Stanhhm, City of Modcsho, duaibed 
as fbllows: 

Lot 1 in Block 13158 of HOLLYWOOD PARK NO. 2, rrocording to the Off& Map 
hue05 filed in the office of ths County Recorder of Stanirlaus Cotmty, CalCalifbmia, on 
February 28, I 978 in Book 27 of M q ,  at Page 44. 

6. The Riverside Ncighborhaod Pa& Site is dcdbed  below. 

All th.t rcal property dcsuibed in the County of Stanislaus, City of Modesto, described 
as fblloum: 



PARCEL ONE: 
Parcels I and 1-A as pu P a r d  Map d Mny 16,1%6 in Book .I of Parcel Mapa, 
Pqc 134, Stanislapr County Rsoords. 

EXCEPTING ITEDWROM Parcels B-l a d  B-2 as per map filed June 5,1974 in Book 
19 of Parcel Maps, Page 3 I ,  Stadslaus County Rmods. 

PARCEL TWO: 
Paml A per map filed June 5,1974 in B o d  19 of PEICCI Maps, Page 31, Stanislaus 
C o u n t y ~ .  

7. The Siphad Parlc Sia  is dascribed below. 

All Qlat real proply described in the County of Stanis- City of Modesto, described 
as follows: 

Plu#lB~~permapdcdAugust14,1974inBook 19ofParccdMaps,atPsg~75, 
stanislam County Records. 

8. The Fire S* No. 1 Sitc is  chcdbed below. 

All tbat reel propetty dcs~l'bcd in rhe County of 8- City of Modesto, dcmi'bcd 
88 fbllows: 

Lots 17 thm 26, inclusive. in Block 8 1 of the CITY OF MODESTO, as per,map thuaod 
filed December 2 1,1942 in Volume 15 of M q s ,  Stanislaus County Recoxds. 

9. The Fire Station No. 3. Site is dtscribed below. 

All that real prom dcsuibed in the County of StanisSaus, City of Modesto, dwcr i i  
as hllows: 

Lors 1 d 2 in BIook 2283 ofDRY CREEK ESTATES NO. 1, sccording to the OfEdrI 
Maptbemf filed in the m w  oftha Rocordm of stmblaua Comty, (zawda, an 
D#.lemba 13,1966 in Volume 21 &Maps, Page 3, morc 55. 

10. '2hc Fire Station NO. 5 Site ir deaaibd Mow. 

All that real property ck6cri'bcd in the County of Stanislws, City of Modcrto, described 
aa lsum: 

See A-hment 11 hacta. 

1 1. Tbc Fi Station No. 6 Sitc k dwcdbcd below. 

AU thrd rtal propdy descn'bad in the C o w  of Stnnbhs, City of Madesto, 
as follows: 



P a d  C ua per P d  Map recorded August 1 7,1977 in Book 25 of Parcel Map, at Page 
83, Stanidaw County Rcwds. 

12. Tbe Fm Station No. 7 Site is descri'bcd below. 

All tbat d property d d b c d  in the County of Stanislaus, City of Modmto, described 
88 fOlIm: 

Parcel A as shown on that wdah Parcel Map filed Junc 27,1974 in Volume 19 of Parcel 
Maps poecr 51, Stwishxrr, County Reeds. 

13. Tha McHenry Museum Site is described below. 

All that real paopcrty described in tbe County of SCMialauq City of Modwto, dwcribed 
as tbllowr: 

Lats 27 thnr 32, inclusive, in Block 1 13 o f b  CITY OF MODESTO, per map mrdcxl 
December 21,1942 in Volume 15 of h 4 q ,  Stanisleus County Records. 

14. The McHenry Mmion Site is d#wibed below. 

AU that real property dcdbed  in the County of Slanislauq City of Modtsto, dsscribrd 
a8 follows: 

lnts 17 thru 24, indusivc, in BlocJr 122 of the CITY OF MODESTO, according to the 
Official Map lhcmf, filed in tk office of the Recorder of S ~ l ~  County, Cal&mia, 
on December 21,1942 in Volume IS of Maps. 

15. The 800 E. ~ d C o m m u n i t y  Ccnla Site is dcscd'bed below. 

AU that real pmpwty described in the County of Scenialaus, City of Modesto, d d b e d  
es fouows: 

All of Blook 603 of tbs CITY OF MODBSTO, as pa map filed December 21,1942 in 
Volume 15 of Maps, Strmislaus County Reoords. 

16. The Sdor Cfbm Center Site is dadbed below. 

All that real progwty dawibed in the Chmy of Stanislaw, City of Modesto, M b e d  
as Lllows: 

Lot. 18 fhru 3 1, inc1usiyc, in ~ l o c k ' 5 ~  of ltbo QTY OF MODES'IY), as per map filed 
December 2 1,1942 in Volume IS of Mapa Stanislaus ColPaty Recards. 

17. Thc Parking Lot Ma. 25 Site is dwaibd below. 

All that nal property deSQibcd in the Cow of Stanislaus, City of Mockto, demibad 
as fbllm: 



Lots 28 thnr 32, inclusive, in Block 55 of the CITY OF MODESTO, as p a  Map filed 
Dcocmbcr21,1942inVolu~ns lSofMapa,Sta&Il~~lCountyRccorda 

18. Ihs Parking S t m h m  Site is described Mow. 

All tbst real properly described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 5.12 inclusive in Block 68 of the CITY OF MODESTO, acimdin8 to the Of6cial 
Map thtrcuf, filed in the oflia of the R#.nrder of Stanislaw h t y ,  Califionria, on 
Dccunk21,  IW2inVolume I5 ofMape. 
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MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING LEASE AGREEMENT 
AND FACILITIES LEASES 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Commission of 
the Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority 
organized under the laws of the State of California, and that as such I am authorized to execute 
this Certificate on behalf of the Authority. 

I hereby further certify that there is attached hereto full, true and correct copies of 
the following documents: 

'1. Master Agreement, approved July 22, 1997, (the "Master Agreement") among the County 
of Stanislaus, the City of Modesto, the City-County Capital Improvements and Financing 
Joint Powers Agency, and the Redevelopment Agency of the City of Modesto. 

12. Reimbursement Agreement, dated as of March 1, 1998, (the "Reimbursement Agreement") 
by and between the City of Modesto and the Redevelopment Agency of the City of 
Modesto. 

:3. Lease Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to Lease 
Agreement, dated June 15, 2000, Amendment No. 2 to Lease Agreement, dated 
October 15, 2002 and Amendment No. 3 to Lease Agreement, dated April 18, 2007 (as so 
amended, the "1 998 Lease"), each by and between the Authority and the City. 

,4. Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public 
Properties), dated as of March 1, 1998, as amended by Amendment No. 1 to Site Lease, 
dated October 15, 2002 and Amendment No. 2 to Site Lease, dated April 18, 2008 (as so 
amended, the "Miscellaneous Site Lease"), each by and between the Authority and the 
City. 

5 .  Site Lease (Parking Garage), dated as of March 1, 1998, as amended by Amendment No. 1 
to Site Lease, dated June 15, 2000 (as so amended, the "Parking Garage Site Lease"), each 
by and between the Authority and the Redevelopment Agency of the City of Modesto. 

6. Facilities Lease (Communications Dispatch Center), dated as of March 1, 1998 (the 
"Dispatch Lease") by and between the Authority and the City. 

7. Facilities Lease (City-County Administration Building), dated as of March 1, 1998 (the 
"Administration Building Lease") by and between the Authority and the City-County 
Capital Improvements and Financing Agency. 

8. Facility Lease, dated as of April 1,2007, by and between the Authority and the City. 



9. Sublease, dated as of April 1,2007, by and between the Authority and the City. 

I hereby further certify that the Master Agreement, Reimbursement Agreement, 
1998 Lease, the Miscellaneous Site Lease, the Parking Garage Site Lease, the Dispatch Lease, 
the Administration Building Lease, the Facility Lease and the Sublease have not been amended, 
rescinded or modified, and are now in full force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



IN WITNESS WHEREOF, I have hereunto set my hand as of the date set forth herein. 

Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
/ StephanieLopez ' 

Secretary 
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This SITE LEASE (the "Site Lease"), executed and entered into as of March 1, 1998, by 
and between the REDEVELOPMENT AGENCY OF THE CITY OF MODESTO, a 
redevelopment agency, public body corporate and politic duly organized and existing under the 
laws of the State of California, as lessor (the "Agency"), and the MODEST0 PUBLIC 
FINANCING AUTHORITY, a joint exercise of powers agency duly organized and existing under 
the laws of the State of California, as lessee (the "Authority"); 

WITNESSETH: 

WHEREAS, the City of Modesto (the "City") and the County of Stanislaus (the "County"), 
in conjunction with Agency and the City-County Capital Improvements and Financing Agency, 
have determined to undertake a mixed used development, including among other uses, retail and 
office uses, a City-County Administration building, together with other public capital 
improvements, including the rehabilitation of a Communication Dispatch Center and the 
acquisition and construction of a Police Headquarters Building (collectively, the "Project"); 

WHEREAS, the Authority intends to assist the Agency, the City and the County to, 
among other purposes, finance the costs of the Project through the issuance of the Authority's 
Lease Revenue Bonds, Series 1998 (10th Street Place Project) (the "Bonds"); and 

WHEREAS, pursuant to this Site Lease, the Agency proposes to lease to the Authority 
the real property situated in the City of Modesto, State of California, described in Exhibit A 
attached hereto (the "Site") upon the component of the Project (as more fully described in the 

\. Lease referred to below) constituting the Public Parking Garage will be constructed, installed and 
equipped; and 

WHEREAS, the Authority intends to lease back the Site, together with certain Leased 
Units of the Project (referred to therein as the "Leased Property"), to the City pursuant to a 
Lease/Purchase Agreement to be executed and entered into as of the date hereof (the "Lease"); 
and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened and 
to have been performed precedent to and in connection with the execution and entering into of 
this Site Lease do exist, have happened and have been performed in regular and due time, form 
and manner as required by law, and the parties hereto are now duly authorized to execute and 
enter into the Site Lease; 

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF THE 
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER 
VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY AGREE AS 
FOLLOWS: 



SECTION 1. Leased Premises. 

The Agency hereby leases to the Authority (without option to purchase) and the Authority 
hereby leases from the Agency, on the terms and conditions hereinafter set forth, the Site, as 
more fully described in Exhibit A hereto. 

SECTION 2. Term. 

The term hereof shall commence as of the date hereof and shall remain in effect until the 
term of the Lease expires as provided by Section 4.2 thereof, provided, however, that if Lease 
Payments (as defined therein) due under the Lease remain unpaid at the expiration of the Lease 
term, then this Site Lease shall not terminate until the earlier of (i) September 1, 2043, (ii) the 
date on which the Bonds have been paid in full or (iii) the expiration of the term of any lease 
executed and delivered pursuant to Section 8.2(b) of the Lease, unless such term is sooner 
terminated as hereinafter provided. 

SECTION 3. Rental. 

The Authority shall pay to the Agency as and for rental hereunder the sum of One Dollar 
($1.00) on the date of initial issuance of the Bonds. 

SECTION 4. Pumose. 

i.~ The Authority shall use the Site solely for the purpose of leasing the Site, together with 
the improvements to be constructed or installed thereon, to the City pursuant to the Lease; 
provided, that in the event of default by the Agency under the Lease the Authority may exercise 
the remedies provided in the Lease. 

SECTION 5. Owner in Fee. 

The Agency covenants that it is the owner in fee of the Site, except as to easements and 
other encumbrances which will not adversely affect the Lessee's use and occupancy of said Site. 

SECTION 6. Assignments and Subleases. 

Unless the City shall be in default under the Lease, the Authority may not, without the 
written consent of the City, assign its rights hereunder or sublet the Site, except to the trustee (the 
"Trustee") of the Authority's Bonds, the proceeds of which shall be used to pay costs of the 
Project (as defined in the Lease). 

SECTION 7. Right of Entry. 

The Agency reserves the right for any of its duly authorized representatives to enter upon 
the Site at any reasonable time to inspect the same or to make any repairs, improvements or 
changes necessary for the preservation thereof, which right is exercisable only so long as the 

I 

\, Agency is not in default under the Lease. 



SECTION 8. Termination. 

The Authority agrees, upon the termination hereof, to quit and surrender the Site in the 
same good order and condition as the same was in at the time of commencement of the term 
hereunder (with such modifications and improvements as are contemplated by the Lease), 
reasonable wear and tear excepted, and agrees that any permanent improvements and structures 
existing upon the Site at the time of the termination hereof shall remain thereon and title thereto 
shall vest in the Agency. 

SECTION 9. Default. 

In the event the Authority shall be in default in the performance of any obligation on its 
part to be performed under the terms of this Site Lease, which default continues for 30 days 
following written notice to and demand for correction thereof by the Agency, the Agency may 
exercise any and all remedies granted by law which do not adversely affect the interests of the 
owners of the Bonds, with the consent of the Trustee; provided that the Agency may not 
terminate this Site Lease and shall exercise only remedies providing for specific performance 
hereunder. 

SECTION 1 0. Ouiet Enjoyment. 

The Authority at all times during the term hereof shall peaceably and quietly have, hold 

i::, and enjoy all of the Site. 

SECTION 1 1. Waiver of Personal Liability. 

All liabilities hereunder on the part of the Authority shall be solely liabilities of the 
Authority as a separate legal entity, and the Agency hereby releases each and every member, 
officer and employee of the Authority of and from any personal or individual liability under this 
Site Lease. No member, officer or employee of the Authority shall at any time or under any 
circumstances be individually or personally liable hereunder for anything done or omitted to be 
done by the Authority hereunder. 

SECTION 12. Taxes. 

The Agency hereby agrees and covenants to pay any and all assessments of any kind or 
character and also all taxes, including possessory interest taxes, levied or assessed upon the Site. 

SECTION 13. Eminent Domain. 

In the event the whole or any part of the Site is taken by eminent domain proceedings, 
the interest of the Authority shall be recognized and the award shall be paid as provided in the 
Trust Indenture, dated as of March 1, 1998, pursuant to which the Bonds were issued. 



SECTJON 14. Partial Invalidi tv. 

If any one or more of the agreements, conditions, covenants or terms hereof shall to any 
extent be declared invalid, unenforceabIe, void or voidable for any reason whatsoever by a court 
of competent jurisdiction, the finding or order or decree of which becomes final, none of the 
remaining agreements, conditions, covenants or terms hereof shall be affected thereby, and each 
provision of the Site Lease shall be valid and enforceable to the fullest extent permitted by law. 

SECTION 15. Notices. 

All approvals, authorizations, consents, demands, designations, notices, offers, requests, 
statements or other communications hereunder by either party to the other shall be in writing and 
shall be sufficiently given and sewed upon the other party if delivered personally or if mailed 
by United States registered or certified mail, return receipt requested, postage prepaid, and 
addressed as provided in Exhibit B hereof, with a copy to the Trustee, or to such other addresses 
as the respective parties may from time to time designate by notice in writing. 

SECTION 16. No Merger of Interests. 

The LeasehoId estates under this Site Lease and the Lease shall not merge, whether by 
the exercise of any right or remedy hereunder or thereunder, by operation of law, or otherwise. 

SECTION 17. Section Headina. 

All section headings contained herein are for convenience of reference only and are not 
intended to define or limit the scope of any provision hereof. 

SECTION 18. Execution. 

This Site Lease may be executed and entered into in several counterparts, each of which 
shall be deemed an original, and all of which shall constitute but one and the same instrument. 

SECTION 19. Governing Law. 

This Site Lease shall be governed by and construed in accordance with the laws of the 
State of California. 



i. IN WITNESS WHEREOF, the parties hereto have executed and entered into the Site 
Lease by their officers thereunto duly authorized as of the day and year first above written. 

REDEVELOPMENT AGENCY OF THE 
CITY OF MODEST0 

/ Redevelopment Agency of tlfe 
City of Modesto 

C 
R 

h 
MODEST0 PUBLIC FINANCING cr, 

AUTHORITY - 
m 



State of California 1 
ss 

County of Stanislaus 1 

-. ., o n  b~ L!\ G . \.I 4 Y before me, -1 
appeared 9 . 3 ; t i w . ~ \  F\ . \-.. n 
on the basis of satisfactory evidence t&e the person(s) whose name(s) is/are subscribed to the 
within instrument and acknowledged towme that helshelthey executed the same in hishedtheir 
authorized capacity(ties), and that by hisherltheir signature(s) on the instrument the person(s), 
or the entity upon behalf of which person(s) acted, executed the instrument. 

WITNESS my hand and official seal. 



State of California 1 
> ss 

County of Stanislaus 1 

- 
o n  M L P . ~ ~  c,. \'.1S % before rne,A o . u , , r \ -  A ci~c, \ &$?:.%,\ personally 

appeared 8- .L L T ~ L  R . Ld-.ar, , ?U pe?sonally know; to'me, or proved to 
me on the basis of satisfactory e v i d e n c b  be the person(s) whose name(s) is/are subscribed to 
the within instrument and acknowledged to me that helshelthey executed the same in hislherttheir 
authorized capacity(ties), and that by hidherltheir signature(s) on the instrument the person(s), 
or the entity upon behalf of which person(s) acted, executed the instrument. 

WITNESS my hand and official seal. 
!m JACQUELYN HURST 
,,, . 1, *:, 1; >\ . . 2, ,<: , I-, .GI COMM. #I045318 

.-,, ;.; - .?jd FJ3TATI PLIBLIC-CAUFCRNIA 
STAN'SIAUS COUNTY 

MY Comm. Exmres Net/. m. 1998 



(' State of California ) 
) ss. 

County of Stanislaus 1 

On March 9, 1998, before me, &, 
Notary Public 

personally appeared Michael D. Milich 
Name(s) of Signer(s) 

/' 

&Zf personally known to me -0R- proved to me on the basis of satishctory evidence to be the 
person whose name is subscribed to the within 
instrument and acknowledged to me that he executed 
the same in his authorized capacity, and that by his 
signature on the instrument the person, or the entity 
upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal. 

- 
Signature of Notary Public 

OPTIONAL 

Capacity Claimed by Signer 
Individual 
Corporate Officer 

Partner -- Limited General 
Attorney-in-fact 
Trustee 
Guardian/Conservator 
Other: 

Signer is Representing: 
Name of Persons(s) or Entify (ies) 

Attention Notary: Although the information requested below is OPTIONAL, it could prevent 
fraudulent attachment of this certijficate to an unauthorized document. 

THIS CERTIFICATE Title or Type of Document 
MUST BE ATTACHED 
TO THE DOCUMENT Number of Pages Date of Document 
DESCRIBED AT RIGHT: Signer(s) Other than Named Above 



EXHIBIT A 

Legal Description of the Site 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 1 through 7 and 25 through 32 in Block 67 of the City of Modesto 
as per Map flled December 21, 1942 in Volume 15 of Maps, Stanislaus 
County Records 

Together with: 
All that portion of Lot 8 in Block 67 of the City of Modesto deecribed 
as follows: 

- 

Beginning at the most Northerly Corner of said Lot 8, thence South 43O 
31' 06"  East along the northeasterly line of said lot, a diatance of 
20.14 feet; thence Souch 46O 2 7 '  30" West a diatance of 150.09 feet to 
the center line of said alley; thence North 4 3 O  31' 16" West along 
said center line a dlstance of 20.11 feet to the point of intersection 
with the southwesterly exteneion of the Northwesterly line of Lot 8; 
thence North 4 6 O  2 6 ' 4 6 "  East along said extension and said 
Northwesterly line of Lot 8 ,  a distance of 150.09 feet to the point of 
beginning. 

Also Together with: 
All that portion of Lots 23 and 24 in Block 67 described as followe: 
Beginning at the moet westerly corner of Lot 24, thence North 460 2 7 '  
olti East alon the northwesterly line of said Lot 24, a dietance of 
95.17 feet; tzence Aouth 43 O 32' 30" East, a distance of 33.11 feet; 
thence south 46O 2 7 '  30'' West, a distance of 95.18 feet to a point on 
the southwester1 line of Lot 231 thence North 430 31' 2 8 "  West, along 
said southwester r y line of Lot 23 and the southwesterly line of Lot 24 
a distance of 33.10 feet to the point of beginning. 

Excepting therefrom the following described property: 
All that portion of Lot 25 in Block 67 descrabed as follows: 
Beginning at the most easterly corner of Lot 25; thence South 4 6 O  2 7 '  
01'' West along the southeasterly line of said Lot 25, a diatance of 
44.92 feet; thence North 4 3 O  32' 30" West, a distance of 4.91 feet; 
thence North 46- 2 7 '  30" East, a distance of 54.92 feet to the 
centerline of the alley ae shown on said map of Block 67; thence South 
43O 31' 16" E a s t ,  

=lon7 
said alley centerline, a distance of 4 . 9 0  

feee, to the point of ntersection with the northeasterly extension of 
the southeasterly line of said Lot 25; thence South 4e0 2 7 '  01" West 
along said extension, a distance of 10.00 feet to the point of 
beginning. 



EXHIBIT B 

Notices 

If to the Lessee: Modesto Public Financing Authority 
C/O City of Modesto 
Finance Department 
City Hall 
1012 "I" Street, 2nd Floor 
Modesto, California 95354 

If to the Lessor: Redevelopment Agency of the City of Modesto 
801 11th Street 
Modesto, California 95354 



RECORDING REQUESTED By: 
City of Modesto, Cal~foda 

) ThuJy, JUIm 4)Wll:w8U 
1 

761 N w.oa 1L*- 

1 B!D/ICU b7 

WHHNRECWWW MAE TO: 1 
BROWN & WOOD w 1 
55s Califbanin Street 1 
50th Floor 1 
San Frencisco, C&mia 94104 1 
Attation: Eric D. Tarhman, Esq. 1 

Thia docwntllt is reaorded fb the benefit of the City of Modcsto and recording is f-anpt 
under Section 27383 of the Govcmmcnt Code. 

AMENDKENT NO. 1 TO SITE LEASE 
(Pa* GWfic) 

by and between the 

REDEVELOPMENT AGENCY OF TKE CrrY OF MODESTO, 

and the 

MODESTO PUBLIC FINANCING AUTHORITY 

Dated June 15,2000 



AMENDMENT NO. 1 TO SITE LEASE 

Thi~  AMENDMENT NO. 1 TO SITE LEASE (the "Amendment No. 1 to Site Lease"), 
executed and a&mi into on Jum 15,2000, by and W e e n  the REDWELDPMENT AGENCY 
OF THE CITY OF MODESTO, a redevelopment agency, public body corpomtc aud politic duly 
orpdzod and d t b g  under Ohe hm of the State of Ctafifiotniq as h a o r  (the "Agency"), aod 
tbs MODESTO PUBLIC FINANCING AUTHORITY, a joint exercise of powers agency duly 
oaQttnized and existing under the laws of the State of Calibmir, as lessee (the "Authority"), and 
accepted md aped to by BNY Western Trust Company, aa mcccmm truatee (the '"Ikustce*') to 
Hmis Trust Company of California, a state b d h g  essociation duly organized and existing 
under aad by virtue of the laws of the State of Calihnia, as trustee unda the Trust Indenture, 
dated as of March 1,1998, between the Authority end the Twsta, 

WHEREAS, thc City of Modesto (the "City") and the County of Stanislaus (the 
''Co~mtr"), in mjudon with mcy wd the City-County Capital I m p r o ~  and 
Financing Agency, in 1998 ~ o o k  a mixed used development to provide, among other uses, 
retail office uses, a cinema complex, a public parking garage, a City-County administration 
building, together with other public copital irrqJmvemnts (colltctively, the "Project"); 

WHEREAS, the AWmity and the Agmcy previously executed the Site Lease Parking 
Gamge), dated as of Marcb 1, 1998, and recorded in the omial tacords of the County of 
Stwi6lwe Rccdcf'a OOmce on March 11, 1998, as Document number 98-0022316.00 (the 
"1998 Sitc Lcam") p u a n t  to which the Agency l d  to the Authority the d property 
situated in the City of Modesto, !3ate of Calif& desciibed in Exhibit A thereto (the "1998 
Sic"); and 

WHEREAS, the Autharity Itascd back the 1998 Sicq together with certein Lcaecd Units 
of the Project (reikrcd to therein aa the ‘Used Property"), to the City punuant to a 
Lcw/Rrrchese Agmmnt, dated as of March 1,1998, bctwacn the Authority nnd the City, end 
m d c d  in the official mcords of the County of Stenislaus Reoordcr's Office on March 11, 
1998, as Document number 98-00223 19-00 (the "1 998 ~~ Agt-eemcp~t'"); and 

WHEREAS, Section 5.3 of the 1998 tcase/Prachese Agrecmcnt permit8 the removal of 
Leased h p c d y ,  indudin8 the deasc of not more than appmximatdy 15,000 squen feet of the 
property constiWhg the site upon which the P m b g  Garage will be located (the "Parking 
Garage Retail Site"), subject to the satisktioa o f  certain conditions; and 

WNEREAS, the City  ha^ raquestad the release of the Par- Garage Retail Site fiom the 
1998 LeasdPurchase Agreement and 1998 Site Least; 

WHEREAS, the City has provided to the Tnrstce an mended Exhibit C to the 1998 
m h a a e  Agreement which includes a new mew and bounds description for the 1998 Site 
which nflacts the mmnveymce and raleese of the Parking Gurago Retail Site; and 

WHEREAS, all acts, conditions and thiqs required by law to exist, to have happened 
and to have bccn pdbrmcd p d m t  to and in connection with the execution and entering into 



of &is Amurdarenl No. 1 to Site Lccue (imcludiag the delivay of certificates and opIniom 
~bquimd by Scditm 5.3 of the 1998 I m & h m b c  Agmmmt) do exist, have happed and 
haw ban patmmcd in regular nnd due Ime, fbnn and ~ ~ M C C  as-muired by law, d the 
@cs hcrcro arc now duly authorized to exec& and tnta into rht' Amendmml No. 1 b Site 
-, 

NOW, THEREFORE, in consideration of the prcmiscs and of thc mutual agrcamnls & 
conwas wntdned herein ad for otha valuable considdon, h e  mies hcreto do hereby 
agne as follows: 

1. F a b i t  A to tho 1998 Sile Lease is hereby amended in its cntirdy with the 
substitution of exhibit A attachd bcrcto; and 

2. Bxapt as scf fod~ in pm(p.ph 1, the 1998 Sitc L- shall remain in MI facc 
and effect in acamhcc with its terms. 

IN WITNESS WHEREOF, thc parties hmto have exccutcd and cn&rcd into the 
Amcndmcnt No. 1 to Site Lease by tbcii oflic#s thermnto duly authorized as of the day and ycar 
first above written. 

REDEVELOPMENT AGENCY 01: THE CITY OF 
MODESTO 

Exccutivc Dimtor 

MODFSTO PUBLIC FINANCING AUTIIORITY 

Fsecutive Director 

Accepted and Agread by 
13NY WESTERN TRUST COMPANY, 
successor to Hanis Trust Company 
of California 

13y: n 
I* Kcldscn 

Vice President 



State of Cslifomia 1 
1 =- 

County of StMislaus 1 

0n Ti38 12, ~ s o o b c ~  me, LJtJPA @. K I ~ G  
UnsaldaEl [Hasinsma~naofna~J 

 nail^ wP-“ Jack R Crist 

W pcrsordly known to mc, or 

El proved to mc on tk basis of satisfactory evidence to be the pcmn(s) whose namc(s) Ware 

subscribed to the within insaument aod ~ w l c d g c d  to me that hdddkyacccutsd the aamc 
in hi.lkyu'-" authorized capacity(h)), and that by hiaRrcrkhsk signaturocs) on the imarmmt 
the -@, or the entity upon bchalf of which pcmnfe)actad, tht instnmmt. 

WITNESS my hand and official scal. 

[ h l l  



State of California 1 
1 2s. 

County of StMislaus 1 

penonally known to me, or 

O proved to me on the basis of s a W W x y  evidence to be the person(s) whose -J) i s k c  

subscribed to the within instmmmt Md acknowiedgcd to m that bddwkhq executed the same 
in hi* authorhi capadyo,  and that by h W d h c k s i g n a I u ~  on the irutnunent 
the perso@, or the entity upon behalf of which PCTSO~CI) actcd, executed tho instrument. 

WITNESS my hand and official A. 

- Q* Signature [&I] 



State ofCalifinnia ) 
=. 

City and Camty of San Francisco ) 

l$l proved to ma on the basis of satisfactory evidarce to be the person(s) whose nama(s) Ware 

subscribed to thc within instnrmcat and ackuowlcdgal to me that hc/ahdtky executed the same 
in hiiM nutborizcd capcity(tics), and tbat by his/hcr&& Ilignatum(s) on the instrument 
the pcrson(s), or tbe entity upon behalf of which pcrean(s) a c t 4  executed the instrument. 

WITNP?. nry hand aed official seal. 

s i g n u m  . [Seal] 
- .... * C..." 

Cum? 4 I .7i& 

' irQ2 



A l t h a t p r t I o n a C ~ 6 7 d t f n Q t y o f ~ ,  a s p e r t ) l c o f f l d d r n a p ~ ,  faadfn 
cook 1.5 of Maps, together with the Pbandod alky lylw fn the swth half d m  
29, T@p 3 South, Range 9 East, lrlount D h b  Bass and Med&n8 dty of Madesbo8 County 
of Stantslaus, !jtate of CaUfomla, d m b e d  as 

B S U N I N G  at the mth wrner of sald Block 67, rald pdnt being the In- afthe 
s w h w s b d y  Une of 80.00 ket wldc kenth  SWcct with the 60- line d 
80.00 foet nrMe K st- thenoe on sald Swtheaslerty line, Swth 46-48" West 
253.06 feet. then= Swrth 43-0948' East 167.50 fkeC thewe Pdorth 46°50Wu East 
23.24 feet; thence Swth 43W48" East 17.52 fhEIKlLI North 46.50'W EPst 16.00 

them South 43'09'48" East 16.00 feet; h o e  south 46W12' West 16.00 
rjrencc Swtfi 4rW48" East 12.97 keQ thence Swth 46°48'08" West 54.07 
thenoe North W1112" West 30.10 feet b thc narthessbtfy I h  of 70.00 feet wlde 10'" 
Sheet; thence on sald natbasMy Ilne, South 43'1(r10a East 207.48 feet to h 
n o r t h w e s t e d y l I n e d l l R W f e e t w # s J ~ t h m c e m ~ l d  mrhwt~~Une,~cuth 
46973V East 305,16 feet to the line of 80.00 feet wlde 11 stmet; 
them on sald southwesterly line, North 43009'48" West 400.08 tket tn the pdnt of 
beglnnlng. 

Gmtainlng 2.522 acres, more or less. 
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MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING LEASE AGREEMENT 
AND FACILITIES LEASES 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Commission of 
the Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority 
organized under the laws of the State of California, and that as such I am authorized to execute 
this Certificate on behalf of the Authority. 

I hereby further certify that there is attached hereto full, true and correct copies of 
the following documents: 

I. Master Agreement, approved July 22, 1997, (the "Master Agreement") among the County 
of Stanislaus, the City of Modesto, the City-County Capital Improvements and Financing 
Joint Powers Agency, and the Redevelopment Agency of the City of Modesto. 

12. Reimbursement Agreement, dated as of March 1, 1998, (the "Reimbursement Agreement") 
by and between the City of Modesto and the Redevelopment Agency of the City of 
Modesto. 

3 .  Lease Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to Lease 
Agreement, dated June 15, 2000, Amendment No. 2 to Lease Agreement, dated 
October 15, 2002 and Amendment No. 3 to Lease Agreement, dated April 18, 2007 (as so 
amended, the "1 998 Lease"), each by and between the Authority and the City. 

4. Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public 
Properties), dated as of March 1, 1998, as amended by Amendment No. 1 to Site Lease, 
dated October 15, 2002 and Amendment No. 2 to Site Lease, dated April 18, 2008 (as so 
amended, the "Miscellaneous Site Lease"), each by and between the Authority and the 
City. 

5 .  Site Lease (Parking Garage), dated as of March 1, 1998, as amended by Amendment No. 1 
to Site Lease, dated June 15,2000 (as so amended, the "Parking Garage Site Lease"), each 
by and between the Authority and the Redevelopment Agency of the City of Modesto. 

6 .  Facilities Lease (Communications Dispatch Center), dated as of March 1, 1998 (the 
"Dispatch Lease") by and between the Authority and the City. 

7. Facilities Lease (City-County Administration Building), dated as of March 1, 1998 (the 
"Administration Building Lease") by and between the Authority and the City-County 
Capital Improvements and Financing Agency. 

8. Facility Lease, dated as of April 1,2007, by and between the Authority and the City. 



9. Sublease, dated as of April 1,2007, by and between the Authority and the City. 

I hereby W h e r  certifj that the Master Agreement, Reimbursement Agreement, 
1998 Lease, the Miscellaneous Site Lease, the Parking Garage Site Lease, the Dispatch Lease, 
the Administration Building Lease, the Facility Lease and the Sublease have not been amended, 
rescinded or modified, and are now in full force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



IN WITNESS WHEREOF, I have hereunto set my hand as of the date set forth herein. 

Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

By: 
/ Stephanie Lopez ' 

Secretary 
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This FACILITIES LEASE (the "Facilities Lease"), executed and entered into as of 
March 1, 1998, by and between the CITY OF MODESTO, a charter city and a municipal 
corporation duly organized and existing under the laws of the State of California, as lessor (the 
"Lessor"), and the MODEST0 PUBLIC FINANCING AUTHORITY, a joint exercise of powers 
agency duly organized and existing under the laws of the State of California, as lessee (the 
"Lessee"); 

WITNESSETH: 

WHEREAS, the Lessor and the County of Stanislaus (the "County"), in conjunction with 
the City-County Capital Improvements and Financing Agency (the "Agency") and the 
Redevelopment Agency of the City of Modesto (the "Redevelopment Agency"), have determined 
to undertake a mixed-use development located in downtown Modesto, together with other related 
public improvements, including the rehabilitation of the Communications Dispatch Center 
(collectively, the "Project"); 

WHEREAS, the Lessee intends to assist the Lessor and Authority to, among other things, 
finance the costs of the Project through the issuance of the Authority's Lease Revenue Bonds, 
Series 1998 (Capital Improvements and Refinancing Project) (the "Bonds") pursuant to the terms 
of the Indenture of Trust (the "Indenture"), dated as of March 1, 1998, by and between the Lessee 
and Harris Trust Company of California, as trustee (the "Trustee"); and 

i WHEREAS, pursuant to this Facilities Lease, the Lessor proposes to lease its undivided 
one-half interest in the component of the Project constituting the Communications Dispatch 
Center, together with its undivided one-half interest in the site upon which such facility is located, 
as more fully described in Exhibit A attached hereto (the "City Facilities") to the Lessee; and 

WHEREAS, the Lessee intends to lease-back the City Facilities, together with certain 
other real property and improvements, to the Lessor pursuant to a LeaseIPurchase Agreement to 
be executed and entered into as of the date hereof (the "Lease"), and payments required to be 
made by the City pursuant to such Lease shall secure payment of the Bonds; and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened and 
to have been performed precedent to and in connection with the execution and entering into of 
this Facilities Lease do exist, have happened and have been performed in regular and due time, 
form and manner as required by law, and the parties hereto are now duly authorized to execute 
and enter into the Facilities Lease; 

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF THE 
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER 
VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY AGREE AS 
FOLLOWS: 



SECTION 1. Leased Premises. 

The Lessor hereby leases to the Lessee (without option to purchase) and the Lessor hereby 
leases from the Lessee, on the terms and conditions hereinafter set forth, the City Facilities, as 
more fully described in Exhibit A hereto. 

SECTION 2. Lessee Covenant to Issue Bonds. 

In consideration of the lease of the City Facilities by the Lessor to the Lessee as provided 
in Section 1 hereof, the Lessee hereby covenants to issue its Bonds and to apply or cause the 
proceeds thereof to be applied to pay the cost of the acquisition, construction andlor installation 
of the City Facilities. 

SECTION3. Term. 

The term hereof shall commence as of the date hereof and shall remain in effect until the 
term of the Lease expires as provided by Section 4.2 thereof, provided, however, that if Lease 
Payments (as defined therein) due under the Lease remain unpaid at the expiration of the Lease 
term, then this Facilities Lease shall not terminate until the earlier of (i) September 1, 2043, 
(ii) the date on which the Bonds have been paid in full or (iii) the expiration of the term of any 
lease executed and delivered pursuant to Section 8.2(b) of the Lease, unless such term is sooner 
terminated as hereinafter provided. 

SECTION 4. Rental. 

The Lessor shall pay to the Lessee as and for rental hereunder the sum of One Dollar 
($1.00) on the date of initial issuance of the Bonds. 

SECTION 5. Purpose. 

The Lessor shall use the City Facilities solely for the purpose of subletting the City 
Facilities to the City pursuant to the Lease; provided, that in the event of default by the City 
under the Lease the Lessor may e<ercise the remedies provided in the Lease. 

SECTION 6 .  Owner in Fee. 

The Lessor covenants that it is a joint owner in fee as tenants in common (with a fifty 
percent ownership interest) of the Site (as described in Exhibit A hereto) upon which the City 
Facilities are located, subject to easements and other encumbrances which will not adversely 
affect the Lessee's use and occupancy of the Site. 

SECTION 7. Assignments and Subleases. 

Unless the Lessor shall be in default under the Lease, the Lessee may not, without the 
written consent of the Lessor, assign its rights hereunder or sublet the City Facilities, as 
contemplated by Section 5 hereof. 



SECTION 8. Ripht of Entry. 

The Lessor reserves the right for any of its duly authorized representatives to enter upon 
the City Facilities at any reasonable time to inspect the same or to make any repairs, 
improvements or changes necessary for the preservation thereof, which right is exercisable only 
so long as the Lessor is not in default under the Lease. 

SECTION 9. Termination. 

The Lessee agrees, upon the termination hereof, to quit and surrender the City Facilities 
in the same good order and condition as the same was in at the time of commencement of the 
term hereunder (with such modifications and improvements as are contemplated by the Lease), 
reasonable wear and tear excepted, and agrees that any permanent improvements and structures 
existing upon the City Facilities at the time of the termination hereof shall remain thereon and 
title thereto shall vest in the Lessor. 

SECTION 1 0. Default. 

In the event the Lessee shall be in default in the performance of any obligation on its part 
to be performed under the terms of this Facilities Lease, which default continues for 30 days 
following written notice to and demand for correction thereof by the Lessor, the Lessor may 
exercise any and all remedies granted by law which do not adversely affect the interests of the 
owners of the Bonds, with the consent of the Trustee; provided that the Lessor may not terminate 
this Facilities Lease and shall exercise only remedies providing for specific performance 
hereunder; and provided fiuther that under no circumstances shall the Lessee have the right to 
repossess and relet the City Facilities in the event of a default by the Lessor under the Lease. 

SECTION 1 1. Ouiet Eniovment. 

The Lessee at all times during the term hereof shall peaceably and quietly have, hold and 
enjoy all of the City Facilities. 

SECTION 12. Waiver of Personal Liability. 

All liabilities hereunder on the part of the Lessee shall be solely liabilities of the Lessee 
as a separate legal entity, and the Lessor hereby releases each and every member, officer and 
employee of the Lessee of and from any personal or individual liability under this Facilities 
Lease. No member, officer or employee of the Lessee shall at any time or under any 
circumstances be individually or personally liable hereunder for anything done or omitted to be 
done by the Lessee hereunder. 

SECTION 13. Taxes. 

The Lessor hereby agrees and covenants to pay any and all assessments of any kind or 
character and also all taxes, including possessory interest taxes, levied or assessed upon the Site. 



SECTION 14. Eminent Domain. 

In the event the whole (or so much thereof as to render the remainder unusable for the 
proposes for which it was intended by the Lessor) or any part of the City Facilities is taken under 
the power of eminent domain, the proceeds of such proceedings thereof shall be paid to the 
Trustee for application in accordance with Section 4.12 of the Indenture. 

SECTION 15.. Title Insurance. 

In the event that any proceeds are paid under the title policy delivered to the Lessor 
pursuant to such proceeds attributable to the City Facilities, as determined by the Lessor, shall 
be paid to the Trustee for application in accordance with Section 4.12 of the Indenture. 

SECTION 16. Liabilitv Insurance; Casualtv Insurance: and Fire and Extended Coverage. - 

(a) The Lessor hereby covenants to obtain and cause to be maintained throughout the 
term of this Facilities Lease, a standard comprehensive general liability insurance policy or 
policies, and insurance against loss or damage to any part of the City Facilities by reason of fire 
and lightning, with extended coverage and vandalism and malicious mischief, in protection of the 
Lessor, the Lessee, the Trustee and their respective members, directors, officers, agents and 
employees (the "Insured Parties"), indemnifying said parties against all direct or contingent loss 
or liability for damages for personal injury, death or property damage occasioned by reason of 
the operation of the Site or the City Facilities. 

(b) The standard comprehensive general liability insurance policy or policies required by 
this Section shall have minimum liability limits of minimum liability limits of one million dollars 
($1,000,000) for personal injury or death of each person and three million dollars ($3,000,000) 
for personal injury or deaths of two or more persons in each accident or event, and in a minimum 
amount of five hundred thousand dollars ($500,000) for damage to property resulting from each 
accident or event. Such public liability and property damage insurance may, however, be in the 
form of a single limit policy in the amount of three million dollars ($3,000,000) covering all such 
risks. Such liability insurance may be maintained as part of or in conjunction with any other 
liability insurance carried by the Lessor. 

(c) Casualty insurance and fire and extended coverage required by this Section shall be 
in an amount equal to the replacement cost (without deduction for depreciation) of all structures 
constituting any part of the City Facilities (less the cost of the land), excluding the cost of 
excavations, of grading and filling, and of the land (except that such insurance may be subject 
to deductible clauses for any one loss of not to exceed ten percent of such amount or a 
comparable deductible adjusted for inflation), or, in the alternative, shall be in an amount and in 
a form sufficient, in the event of total or partial loss, to enable the payment of an allocable 
portion of the Bonds attributed to the costs of the City Facilities then outstanding. Such casualty 
insurance may be maintained as part of or in conjunction with any other casualty insurance 
carried by the Lessor. 



(d) The proceeds of the liability insurance shall be applied to the payment of any claim 
covered by such policy. The proceeds of any casualty insurance and for any extended coverage 
shall be used for the repair, reconstruction or replacement of the damaged or destroyed portion 
of the City Facilities, and the Lessor shall hold any such proceeds separate and apart from all 
other funds held by the Lessor in a special fund to be designated the "Insurance and 
Condemnation Fund," to the end that such proceeds shall be applied to the repair, reconstruction 
or replacement of the City Facilities to at least the same good order, repair and condition as it 
was in prior to the damage or destruction, insofar as the same may be accomplished by the use 
of said proceeds. 

SECTION 17. Third-~artv Insureds. 

The insurance policies required by Sections 15 and 16 hereof shall name the Lessee and 
the Trustee as a third-party insured and shall include endorsements making amounts payable 
under such policies payable to the Lessee in accordance with its interest in the City Facilities 
hereunder described. 

SECTION 18. Partial Invalidity. 

If any one or more of the agreements, conditions, covenants or terms hereof shall to any 
extent be declared invalid, unenforceable, void or voidable for any reason whatsoever by a court 
of competent jurisdiction, the finding or order or decree of which becomes final, none of the 
remaining agreements, conditions, covenants or terms hereof shall be affected thereby, and each 
provision of the Facilities Lease shall be valid and enforceable to the fullest extent permitted by 
law. 

SECTION 19. Notices. 

All approvals, authorizations, consents, demands, designations, notices, offers, requests, 
statements or other communications hereunder by either party to the other shall be in writing and 
shall be sufficiently given and served upon the other party if delivered personally or if mailed 
by United States registered or certified mail, return receipt requested, postage prepaid, and 
addressed as provided in Exhibit B hereof, with a copy to the Trustee, or to such other addresses 
as the respective parties may from time to time designate by notice in writing. 

SECTION 20. No Merger of Interests. 

The Leasehold estates under this Facilities Lease and the Lease shall not merge, whether 
by the exercise of any right or remedy hereunder or thereunder, by operation of law, or 
otherwise. 

SECTION 21. Section Headings. 

All section headings contained herein are for convenience of reference only and are not 
intended to define or limit the scope of any provision hereof. 



C. SECTION 22. Execution. 

This Facilities Lease may be executed and entered into in several counterparts, each of 
which shall be deemed an original, and all of which shall constitute but one and the same 
instrument. 

SECTION 23. Governing Law. 

This Facilities Lease shall be governed by and construed in accordance with the laws of r_ 

k 
the State of California. r\ 

Cr- - 
\ 



IN WITNESS WHEREOF, the parties hereto have executed and entered into the Facilities 
Lease by their oflicers thereunto duly authorized as of the day and year first above written. 

CITY OF MODEST0 

City Manager BY Y 
MODEST0 PUBLIC FINANCING 
AUTHORITY 



State of California 1 
) ss 

County of Stanislaus 1 

n \ +=Td--a- 
On k\ .:cz.d\ b \ti 'j 9 before me,- .; +\ ,,, k\-Li=~ ?. h r , personally 

appeared ,\ >. ~ C L  L ~ c : ~ . < ~  7. e u... e qL, ' , @ '&rsonally lcndwn to me, or proved 
to me on the basis of satisfactory evidence to be the person(s) whose name(s) islare subscribed 
to the within instrument and acknowledged to me that helshelthey executed the same in c 
hidherltheir authorized capacity(ties), and that by hislherltheir signature(s) on the instrument the A 

person(s), or the entity upon behalf of which person(s) acted, executed the instrument. 

WTTNESS my hand and official seal. 

STANISLAUS COUrJN r; 
' . My Comrn. Exptres Nov. 33, 19?8 ) 

5 ~---"----- 
.:, ,.. L c-.\ 



(' 
State of California 1 

ss 
County of Stanislaus ) 

., &J On bt.\\ (,; \q9 k before me,Ai..c,? .,d ,.,, 
a p p e a r e d - 3  : i\\e,atL - Lr1.u~ . \? '&$ &rsonally &own to me, or proved 
to me on the basis of satisfactory evid&e to be the person(s) whose narne(s) idare subscribed 
to the within instrument and acknowledged to me that helshelthey executed the same in 
hislherltheir authorized capacity(ties), and that by hidherltheir signature(s) on the instrument the 
person(s), or the entity upon behalf of which person(s) acted, executed the instrument. C 

I- 

WITNESS my hand and official seal. .-------a- - 
JACACOUELYNHURST ) - 

COMM.#1045918 s 
Pvnm wauc.earGqu X 3 

5 
STAIJlSuUS COVNTY 3, 

- - 
h kfy Conm. Expires Nm 33. ("0 t - 

Q u i  .,L:-~A.,--, A , A , t d h T  [seal] - Signature 
i., ) \ ~h a u 



State of California 1 
) ss. 

County of Stanislaus 1 

On March 9, 1998, before me, Rosemarie Havener. Notary Public v 

Notary Public 
personally appeared Michael D. Milich 

Name@) of Signerfs) 

d 0 n a I 1 ~  known to me -OR- proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within 
instrument and acknowledged to me that he executed 
the same in his authorized capacity, and that by his 
signature on the instrument the prson, or the entity 
upon behalf of which the person acted, executed the 

3 ROSEMARIE HAVENER ) instrument. 
3 COMM. #I 127245 
i). 
'5 

NOTARY PUBLIC-CALIFORNIA 
STANISLAUS COUNTY t WITNESS my hand and official seal. 

7 MV C0mm. E J I D ~  F,b. 18.2001 

Signature of Notary Public 

\ - OPTIONAL 

Capacity Claimed by Signer 
Individual 
Corporate Officer 
Title(s) : 
Partner -- Limited General 
Attorney-in-fact 

0 Trustee 
Guardiadconservator 
Other: 

Signer is Representing: 
Name of Persons(s) or Entity (ies) 

Attention Notary: Although the information requested below is OPTIONAL, it could prevent 
fraudulent attachment of this cert9cate to an unauthorized document. 

THIS CERTIFICATE Title or Type of Document 
MUST BE ATTACHED 
TO THE DOCUMENT Number of Pages Date of Document 
DESCRIBED AT RIGHT: Signer@) Other than Named Above 

W:UPPS\CAOFFlCE\ROSIEWOTAR~NOTARY. WPD 



I - EXHIBIT A 

Description of the City Facilities 

The City Facilities shall consist of the City's undivided one-half interest in a building 
commonly referred to as the Communications Dispatch Center, together with the City's undivided 
one-half interest in the Site upon which said facility is located, and including the City's interest 
in the use of common areas. The Communications Dispatch Center is located on a 2.9 acre site 
at the comer of Oakdale Road and Bridgewood Way in the City of Modesto. 

Legal Description of the Site 

All that land, in the County of Stanislaus, State of California, City of Modesto, and 
described as "Parcel 2" (attached hereto as Attachment I) and designated on that certain parcel 
map filed in the office of the County Recorder of Stanislaus County, California, on September 
24, 1979 in volume 29 of parcel maps, at page 100. 



ATTACHMENT I 

An undivided one-half interest in the following: 
Parcel 2 as per Parcel Map f i l e d  September 24,  1979 in Volume 29  of 
Parcel Maps, Page 100, Stanislaus County Records. 



If to the Lessee: 

If to the Lessor: 

EXHIBIT B 

Notices 

Modesto Public Financing Authority 
C/O City of Modesto 
Finance Department 
City Hall 
1012 "I" Street, 2nd Floor 
Modesto, California 95354 

City of Modesto 
Finance Department 
City Hall 
1012 "I" Street, 2nd Floor 
Modesto, California 95354 



MODEST0 PUBLIC FINANCING AUTHORITY 
LEASE REVENUE REFUNDING BONDS 

SERIES 2008 

CERTIFICATE REGARDING LEASE AGREEMENT 
AND FACILITIES LEASES 

I, Stephanie Lopez, hereby certify that I am the Secretary of the Commission of 
the Modesto Public Financing Authority (the "Authority"), a joint exercise of powers authority 
organized under the laws of the State of California, and that as such I am authorized to execute 
this Certificate on behalf of the Authority. 

I hereby further certify that there is attached hereto full, true and correct copies of 
the following documents: 

'I. Master Agreement, approved July 22, 1997, (the "Master Agreement") among the County 
of Stanislaus, the City of Modesto, the City-County Capital Improvements and Financing 
Joint Powers Agency, and the Redevelopment Agency of the City of Modesto. 

12. Reimbursement Agreement, dated as of March 1, 1998, (the "Reimbursement Agreement") 
by and between the City of Modesto and the Redevelopment Agency of the City of 
Modesto. 

.3. Lease Agreement, dated as of March 1, 1998, as amended by Amendment No. 1 to Lease 
Agreement, dated June 15, 2000, Amendment No. 2 to Lease Agreement, dated 
October 15, 2002 and Amendment No. 3 to Lease Agreement, dated April 18, 2007 (as so 
amended, the "1 998 Lease"), each by and between the Authority and the City. 

.4. Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public 
Properties), dated as of March 1, 1998, as amended by Amendment No. 1 to Site Lease, 
dated October 15, 2002 and Amendment No. 2 to Site Lease, dated April 18, 2008 (as so 
amended, the "Miscellaneous Site Lease"), each by and between the Authority and the 
City. 

5 .  Site Lease (Parking Garage), dated as of March 1, 1998, as amended by Amendment No. 1 
to Site Lease, dated June 15, 2000 (as so amended, the "Parking Garage Site Lease"), each 
by and between the Authority and the Redevelopment Agency of the City of Modesto. 

6 .  Facilities Lease (Communications Dispatch Center), dated as of March 1, 1998 (the 
"Dispatch Lease") by and between the Authority and the City. 

7. Facilities Lease (City-County Administration Building), dated as of March 1, 1998 (the 
"Administration Building Lease") by and between the Authority and the City-County 
Capital Improvements and Financing Agency. 

8. Facility Lease, dated as of April 1,2007, by and between the Authority and the City. 



9. Sublease, dated as of April 1,2007, by and between the Authority and the City. 

I hereby further certify that the Master Agreement, Reimbursement Agreement, 
1998 Lease, the Miscellaneous Site Lease, the Parking Garage Site Lease, the Dispatch Lease, 
the Administration Building Lease, the Facility Lease and the Sublease have not been amended, 
rescinded or modified, and are now in full force and effect. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



IN WITNESS WHEREOF, I have hereunto set my hand as of the date set forth herein. 

Dated: August 28,2008 

MODEST0 PUBLIC FINANCING AUTHORITY 

Secretary 
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This FACILITIES LEASE (the "Facilities Lease"), executed and entered into as of 
March 1, 1998, by and between the CITY-COUNTY CAPITAL IMPROVEMENTS AND 
FINANCING AGENCY, a joint exercise of powers agency duly organized and existing under the 
laws of the State of California, as lessor (the "Agency"), and the MODEST0 PUBLIC 
FINANCING AUTHORITY, a joint exercise of powers agency duly organized and existing under 
the laws of the State of California, as lessee (the "City PA"); 

WITNESSETH: 

WHEREAS, the City of Modesto (the "City") and the County of Stanislaus (the "County"), 
in conjunction with the Agency and the Redevelopment Agency of the City of Modesto (the 
"Redevelopment Agency"), have determined to undertake the acquisition and development of a 
public administration building (the "City-County Administration Building") on a site described 
in Exhibit A hereto (the "Site") located in downtown Modesto in which the City and County will 
maintain their administrative offices, together with other related improvements (collectively, the 
"Project"); 

WHEREAS, in order to implement the Project, the City, the County, the Redevelopment 
Agency and the Agency have entered into, among other documents, a Master Agreement (the 
"Master Agreement"), dated July 22, 1997, which agreement sets for the responsibilities of the 
parties with respect to the development of the Project; and 

WHEREAS, in accordance with the Master Agreement, the Project and related 
improvements will be acquired, constructed andlor installed by the Agency, with the County 
serving as Project Administrator; and 

WHEREAS, the City JPA intends to assist the City and Agency to, among other things, 
finance the costs of the Project through the issuance of its Lease Revenue Bonds, Series 1998 
(Capital Improvements and Refinancing Project) (the "Bonds") pursuant to the terms of the 
Indenture of Trust (the "Indenture"), dated as of March 1, 1998, by and between the City JPA 
and the Harris Trust Company of California, as trustee (the "City Trustee"); and 

WHEREAS, pursuant to this Facilities Lease and a Facilities LeaseRurchase Agreement, 
executed and entered into as of March 1, 1998, by and between the Agency and the County, the 
Agency proposes to lease to the City JPA and the Stanislaus County Capital Improvements 
Financing Authority (the "County PA"), respectively, an undivided interest in the Site, the 
portions of the Project comprising the City-County Administration Building to be exclusively 
occupied or administered by the County and the City, as the case may be, together with non- 
exclusive rights to the common areas of the City-County Administration Building, as more fully 
described in Exhibit A attached hereto (the "County Facilities" or the "City Facilities," as 
applicable); and 

WHEREAS, the City P A  intends to lease the City Facilities, together with certain other 
real property, to the City pursuant to a LeasefPurchase Agreement to be executed and entered into 
as of the date hereof (the "City Lease"), and payments required to made by the City pursuant to 
such City Lease shall secure payment of its Bonds; and 



WHEREAS, simultaneous with the issuance of the Bonds by the City P A ,  the County 
will cause the County P A ,  pursuant to the terms of the Trust Agreement (the "County Trust 
Agreement"), dated as of March 1, 1998, by and between the County P A  and BNY Western 
Trust Company, as trustee (the "County Trustee") to execute and deliver Certificates of 
Participation, Series A of 1998 (Downtown Center) (the "Certificates"), evidencing proportionate 
interest in the Owners thereof in Lease Payments to be made by the County under the terms of 
the Lease Agreement, dated as of March 1, 1998, by and between the County and the County 
JPA, such Certificates being executed and delivered to pay the County's allocable costs related 
to the City-County Administration Building; and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened and 
to have been performed precedent to and in connection with the execution and entering into of 
this Facilities Lease do exist, have happened and have been performed in regular and due time, 
form and manner as required by law, and the parties hereto are now duly authorized to execute 

,- 
and enter into the Facilities Lease; 

h 

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF THE 
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER 
VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY AGREE AS 
FOLLOWS: 

SECTION 1. Leased Premises. 

The Agency hereby leases to the City JPA (without option to purchase) and the City JPA 
hereby leases from the Agency, on the terms and conditions hereinafter set forth, an undivided 
one-half interest in the Site, and the City Facilities, as more h l ly  described and depicted in 
Exhibit B hereto, which consists of approximately 79,246 square feet in the City-County 
Administration Building to be occupied in part by the City on an exclusive basis and in part 
shared with the County, together with the non-exclusive rights to the use in and to the common 
areas in the City-County Administration Building. 

SECTION 2. City JPA Covenant to Issue Bonds. 

In consideration of the lease of the City Facilities by the Agency to the City JPA as 
provided in Section 1 hereof, the City JPA hereby covenants to issue its Bonds and to apply or 
cause the proceeds thereof to be applied to pay the City's allocable cost of the acquisition, 
construction and/or installation of the Site and the City Facilities, together with the City's 
allocable costs other public capital improvements as contemplated by Section 4.5.5 of the Master 
Agreement. 

The Agency agrees to acquire, construct, delivery and install the Project and lease the City 
Facilities to the Authority hereunder. The Agency agrees to cause the Project to be acquired, 
constructed, delivered and installed with the proceeds of the Bonds made available by the City 
P A ,  the proceeds of the Certificates contributed by the County P A  and other funds contributed 
or made available to the Agency. The proceeds of the Bonds will be allocated to the cost of the 
City Facilities. The Agency, or its agent, will arrange for, supervise and provide for, or cause 



('. to be supervised and provided for, the acquisition, construction, delivery and installation of the 
Project, which shall be completed on or before March 1, 2000. 

SECTION 3. Term. 

The term hereof shall commence as of the date hereof and shall remain in effect until the 
term of the City Lease expires as provided by Section 4.2 thereof, including any right of the 
extension of the term pursuant to such section; provided, however, that if, following an event of 
default under the City Lease, the City FaciIities are relet in accordance with Section 8.2 of the 
City Lease, then this Facilities Lease shall not terminate until the expiration of the term of any 
lease executed and delivered pursuant to Section 8.2(b) of the City Lease. 

SECTION 4. Rental. 

The City JPA shall pay to the Agency as and for rental hereunder the sum of One Dollar 
($1.00) on the date of initial issuance of the Bonds. 

SECTION 5. Purpose. 

The City JPA shall use the City Facilities solely for the purpose of subletting the City 
Facilities to the City pursuant to the City Lease; provided, that in the event of default by the City 
under the City Lease the City JPA may exercise the remedies provided in the City Lease. 

/" 

SECTION 6.  Owner in Fee. 

The Agency covenants that it is the owner in fee of the Site (as described in Exhibit A 
hereto) upon which the City Facilities will be located, subject to the exceptions shown on the 
Title Report delivered pursuant to Section 3.4.7.4 of the Master Agreement. 

SECTION 7. Assignments and Subleases. 

Unless the City shall be in default under the City Lease, the City JPA may not, without 
the written consent of the City, assign its rights hereunder or sublet the City Facilities, except as 
otherwise contemplated by Section 5 above. 

SECTION 8. Riaht of Entrv. 

The Agency reserves the right for any of its duly authorized representatives to enter upon 
the City Facilities at any reasonable time to inspect the same or to make any repairs, 
improvements or changes necessary for the preservation thereof, which right is exercisable only 
so long as the Agency is not in default under the City Lease. 



SECTION 9. Termination. 

The City P A  agrees, upon the termination hereof, to quit and surrender the City Facilities 
in the same good order and condition as the same was in at the time of commencement of the 
term hereunder (with such modifications and improvements as are contemplated by the City 
Lease), reasonable wear and tear excepted, and agrees that any permanent improvements and 
structures existing upon the City Facilities at the time of the termination hereof shall remain 
thereon and title thereto shall vest in the Agency. 

SECTION 10. Default. 

In the event the City P A  shall be in default in the performance of any obligation on its 
part to be performed under the terms of this Facilities Lease, which default continues for 30 days 
following written notice to and demand for correction thereof by the Agency, the Agency may 
exercise any and all remedies granted by law which do not adversely affect the interests of the 
owners of the Bonds, with the consent of the City Trustee; provided that the Agency may not 
terminate this Facilities Lease and shall exercise only remedies providing for specific performance 
hereunder. 

SECTION 1 1. Ouiet Eniovment. 

The City JPA at all times during the term hereof shall peaceably and quietly have, hold 
and enjoy all of the City Facilities. 

SECTION 12. Waiver of Personal Liabilitv. 

All liabilities hereunder on the part of the City JPA shall be solely liabilities of the City 
JPA as a separate legal entity, and the Agency hereby releases each and every member, officer 
and employee of the City JPA of and from any personal or individual liability under this 
Facilities Lease. No member, officer or employee of the City JPA shall at any time or under any 
circumstances be individually or personally liable hereunder for anything done or omitted to be 
done by the City JPA hereunder. 

SECTION 13. Taxes. 

The Agency hereby agrees and covenants to pay any and all assessments of any kind or 
character and also all taxes, including possessory interest taxes, levied or assessed upon the Site. 

SECTION 14. Eminent Domain. 

In the event the whole (or so much thereof as to render the remainder unusable for the 
proposes for which it was intended by the City) or any part of the City-County Administration 
Building is taken under the power of eminent domain, the proceeds of such proceedings allocable 
to the City Facilities, as determined by the Agency, shall be paid to the City Trustee for 
application in accordance with Section 4.12 of the Indenture. 



SECTION 15. Title Insurance. 

In the event that any proceeds are paid under the title policy delivered to the Agency 
pursuant to Section 3.4.7.4 of the Master Agreement, such proceeds attributable to the City 
Facilities, as determined by the Agency, shall be paid to the City Trustee for application in 
accordance with Section 4.12 of the Indenture. The amount paid to the City Trustee shall equal 
the amount of the proceeds received by the Agency multiplied by a fraction, the numerator of 
which is the outstanding principal amount of the Bonds and the denominator of which is the sum 
of the outstanding principal amount of the Certificates and the Bonds allocable to the financing 
of the City-County Administration Building. 

SECTION 16. Liability Insurance: Casualtv Insurance; and Fire and Extended Coverage. 

(a) The Agency hereby covenants to obtain and cause to be maintained throughout the 
term of this Facilities Lease, a standard comprehensive general liability insurance policy or 
policies, and insurance against loss or damage to any part of the City-County Administration 
Building by reason of fire and lightning, with extended coverage and vandalism and malicious 
mischief, in protection of the City JPA, the City, the City Trustee for the Bonds, the County JPA, 
the County and the Certificates Trustee and their respective members, directors, officers, agents 
and employees (the "Insured Parties"), indemnifying said parties against all direct or contingent 
loss or liability for damages for personal injury, death or property damage occasioned by reason 
of the operation of the Site or the City-County Administration Building, including the City 
Facilities. 

(b) The standard comprehensive general liability insurance policy or policies required by 
this Section shall have minimum liability limits of minimum liability limits of one million dollars 
($1,000,000) for personal injury or death of each person and three million dollars ($3,000,000) 
for personal injury or deaths of two or more persons in each accident or event, and in a minimum 
amount of five hundred thousand dollars ($500,000) for damage to property resulting from each 
accident or event. Such public liability and property damage insurance may, however, be in the 
form of a single limit policy in the amount of three million dollars ($3,000,000) covering all such 
risks. Such liability insurance may be maintained as part of or in conjunction with any other 
'liability insurance carried by the Agency, the City or the County. 

(c) Casualty insurance and fire and extended coverage required by this Section shall be 
in an amount equal to the replacement cost (without deduction for depreciation) of all structures 
constituting any part of the Project (less the cost of the land), excluding the cost of excavations, 
of grading and filling, and of the land (except that such insurance may be subject to deductible 
clauses for any one loss of not to exceed $1 00,000 for any one loss, or in the case of flood or 
earthquake, ten percent of such amount or a comparable deductible adjusted for inflation), or, in 
the alternative, shall be in an amount and in a form sufficient, in the event of total or partjal loss, 
to enable the payment of all Bonds and Certificates then outstanding. Such casualty insurance 
may be maintained as part of or in conjunction with any other casualty insurance carried by the 
Agency. 



(d) The proceeds of the liability insurance shall be applied to the payment of any claim 
covered by such policy. The proceeds of any casualty insurance and for any extended coverage 
shall be used for the repair, reconstruction or replacement of the damaged or destroyed portion 
of the Project, and the Agency shall hold any such proceeds separate and apart from all other 
funds held by the Agency in a special fund to be designated the "Insurance and Condemnation 
Fund," to the end that such proceeds shall be applied to the repair, reconstruction or replacement 
of the Project to at least the same good order, repair and condition as it was in prior to the 
damage or destruction, insofar as the same may be accomplished by the use of said proceeds; 
provided, however, if the Agency determines that the repair, reconstruction or replacement is not 
feasible within 24 months from the date of loss, then any proceeds received as a result of damage 
to the City Facilities shall be paid to the City Trustee. 

SECTION 17. Third-party Insureds. 

The insurance policies required by Sections 15 and 16 hereof shall name the City JPA as 
a third-party insured and shall include endorsements making amounts payable under such policies 
payable to the City JPA in accordance with its interest in the Project hereunder described. 

SECTION 18. Partial Invalidity. 

If any one or more of the agreements, conditions, covenants or terms hereof shall to any 
extent be declared invalid, unenforceable, void or voidable for any reason whatsoever by a court 
of competent jurisdiction, the finding or order or decree of which becomes final, none of the 
remaining agreements, conditions, covenants or terms hereof shall be affected thereby, and each 
provision of the Facilities Lease shall be valid and enforceable to the fullest extent permitted by 
law. 

SECTION 19. Notices. 

All approvals, authorizations, consents, demands, designations, notices, offers, requests, 
statements or other communications hereunder by either party to the other shall be in writing and 
shall be sufficiently given and served upon the other party if delivered personally or if mailed 
by United States registered or certified mail, return receipt requested, postage prepaid, and 
addressed as provided in Exhibit C hereof, with a copy to the City Trustee, or to such other 
addresses as the respective parties may from time to time designate by notice in writing. 

SECTION 20. No Merper of Interests. 

The Leasehold estates under this Facilities Lease and the City Lease shall not merge, 
whether by the exercise of any right or remedy hereunder or thereunder, by operation of law, or 
otherwise. 

SECTION 21. Section Headings. 

t , All section headings contained herein are for convenience of reference only and are not 
intended to define or limit the scope of any provision hereof. 



SECTION 22. Execution. 

This Facilities Lease may be executed and entered into in several counterparts, each of 
which shall be deemed an original, and all of which shall constitute but one and the same 
instrument. 

SECTION 23. Governing Law. 

This Facilities Lease shall be governed by and construed in accordance with the laws of 
the State of California. 



( IN WITNESS WHEREOF, the parties hereto have executed and entered into the Facilities 
Lease by their officers thereunto duly authorized as of the day and year first above written. 

CITY-COUNTY CAPITAL 
IMPROVEMENTS AND FINANCING 
AGENCY 

MODEST0 PUBLIC FINANCING 
AUTHORITY 



c.. State of California 

County of Stanislaus) 

N .,7;(.-% 
~ n m ; ~ ~ & , i ~  \41% b e f o r e r n e , ~ ~ & ~ ~ ~ p , i ~ > l ~ l r ~ ~ ,  & .- VLT 'a,. . , personally 

a p p e a r e d X  : r A. Q . \ .- kkJ ;. . U , @ b p e r s o n ~ y  kAown-&r proved 

to me on the basis of satisfactory evidenato be the person(s) whose name(s) isfare subscribed 
to the within instrument and acknowledged to me that hefshefthey executed the same in 
hiskerftheir authorized capacity(ties), and that by his/her/their signature(s) on the instrument the 
person(s), or the entity upon behalf of which person(s) acted, executed the instrument. 

WITNESS my hand and official seal. 



(- 
State of California ) 

) ss. 
County of Stanislaus ) 

On March 9, 1998, before me, Rosemarie Havener. Notarv Public s 

Notary Public 
personally appeared Michael D. Milich 

Name(s) of Signer(s) 

d o n a l l y  known to me -OR- proved to me on the basis of satisfaefory evidence to be the 
person whose name is subscribed to the within 
instrument and acknowledged to me that he executed 
the same in his authorized capacity, and that by his 
signature on the instrument the person, or the entity 
upon behalf of which the person acted, executed the 
instrument. a 5 ilOSEMARlE HAVENER ( 

COMM. #I127245 z 
2 
2 

NOTAftY PUBLIC.CALIMRNIA 3 
STANISLAUS COUNTY 

? Mv Cornrn. Emires Feb. 18.2001 k WITNESS my hand and official seal. 

" r 
signature of ~o tary  Public 

(,, 
OPTIONAL 

Capacity Claimed by Signer 
Individual 
Corporate Officer 
~it&(s): 
Partner -- Limited General 
Attorney-in-fact 
Trustee 
GuardianIConservator 
Other: 

Signer is Representing: 
Name of Persons(s) or Entity(ies) 

Attention Notary: Although the information requested below is OPZIONAL, it could prevent 
fraudulent attachment of this certificate to an unauthorized document. 

THIS CERTIFICATE Title or Type of Document 
MUST BE ATTACHED 
TO THE DOCUMENT Number of Pages Date of Document 
DESCRIBED AT RIGHT: Signer(s) Other than Named Above 



EXHIBIT A 

Description of the City Facilities 

The City Facilities shall consist of an undivided one-half interest in the Site (as described 
below) and approximately 79,246 square feet of the City-County Administration Building, such 
area to be exclusively occupied by the City, together with the City's interest in certain common 
areas in the City-County Administration Building, such joint-use area consisting of approximately 
80,032 square feet. 

The City Facilities are located in the City of Modesto, County of Stanislaus, described as 
follows: 

parcel No. 6 a 

~n undivided one-half interest in and to the following: 
Lots 8 through 24 in Block 67 of the City of Modesto as per map filed 
December 21, 1942 in Volume 15 of Maps, Stanislaus County Records. 

TO ether with the following deecribed propert : 
A d  that portion of Lot 25 in Block 67 dcscri ed as follows- 
Beginning at the moet eaeterly corner of Lot 25; thence south 4b0 2 7 '  
o l l l  West alon the southeasterly line of said +at 25, a distance of 
44.92 feet; t%eace North 43O 32 '  30" West, a distance of 4.91 feet; 
thence North 46O 2 7 '  3O1I East, a distance of 54.92 feet to the 
centerli'ne of the alley as shown on aaid map of Block 67; thence South 
43O 31' 16" East, along said alley centerline, a distance of 4 .90  
feet, to the point oE intersection with the northeasterly extension of 
the southeasterly line of said Lot 25; thence South 46O 27 '  01" West 
along said exteneion, a distance of 10.00 feet to the point of 
beginning. 

Excepting therefrom the following described property: 
All that poxtion of Lot 8 in Block 67 of the City of Modesto described 
as follows: 
Beginning at the most Northerly Corner of said Lot 8, thence South 43O 
31' 06'' East along the northeasterly line of eaid lot, a distance of 
20.14 feet; thence South 46O 27 '  30'' Weet a distance of 150.09 feet to 
the cater line of said alley; thence North 43O 31' 16" Weet along 
said center line a distance of 20.11 feet to the point of intersection 
with the southwesterly extension of the Northwesterl line of &ot 8; 
thence North 46O 26I45l1 Eaet along said extension a d  aaid 
Northweeterly line of Lot 8, a distance of 150.09 feet to the point of 
beginning. 

A l e o  excepting therefrom the following described pro erty: 3 All that portion of Lots 23 and 24 in Block 67 descr bed ae follows: 
Beginning at the most westerly corner of Lot 24, thence North 4 6 O  2 7 '  
0l1' East alon the northwesterly line of said Lot 24, a distance of z 95.17 feet; t ence Aouth 43O 32' 30" Eaet, a 'distance of 33.11 feet; 
thence South 4 6 O  27 '  30'' West, a distance of 95.16 feet to a point on 
the southwester1 line of Lot 23; thence North 430 31' 2 B a  West, along 
said southwester I[ y line of Lot 23 and the southwesterly line of Lot 24 
a distance of 33.10 feet to the point of beginning. 



EXHIBIT B 

See Attachment 1 hereto 



ATTACHMENT 1 



ATTACHMENT 1 



ATTACHMENT 1 





ATTACHMENT 1 



ATTACHMENT 1 



ATTACHMENT 1 



EXHIBIT C 

Notices 

If to the Lessee: Modesto Public Financing Authority 
C/O City of Modesto 
Finance Department 
City Hall 
1012 "1" Street, 2nd Floor 
Modesto, California 95354 

If to the Lessor: City-County Capital Improvement and Financing Agency 
C/O Stanislaus County CEO's Office 
1 100 H Street, 2nd Floor 
Modesto, California 95354 



Recording Requested By: 
City of Modesto, California 

When Recorded Mail To: 
Sidley Austin LLP 
555 California Street 
Suite 2000 
San Francisco, California 941 04 
Attn: Ty H. Conner, Esq. 

Stanislaus, Count Recorder 
Lee Lundri Co r ecorder Off ice 
DOC- g08-0094321-00 
Acct 501-Chlcago T i t l a  
Thursday, CHIG 28, 2008 08:00:00 

/ 
Tt lPd  $a,# Nbr-0002596335 

OHK/R3/1-26 

v - This document is recorded for the benefit of the City of Modesto and recording is fee exempt 
under $27383 of the Government Code. 

LEASE TERMINATION ACKNOWLEDGEMENT 

Dated as of August 1,2008 

CITY OF MODESTO, CALIFORNLA, 

MODEST0 PUBLIC FINANCING AUTHORITY, 

CITY-COUNTY CAPITAL IMPROVEMENTS AND FINANCING AGENCY 

and 

REDEVELOPMENT AGENCY OF THE CITY OF MODEST0 

Relating to $65,170,000 
Modesto Public Financing Authority 

Lease Revenue Refunding Bonds 
Series 2008 



LEASE TERMMATION ACKNOWLEDGEMENT 

This LEASE TERMINATION ACKNOWLEDGEMENT is dated as of August 1,2008, 
and is by the CITY OF MODESTO, CALIFORNIA (the "C&"), MODEST0 PUBLIC 
FINANCING AUTHORITY (the "Authoritv''), CITY-COUNTY CAPITAL IMPROVEMENTS 
AND FINANCING AGENCY (the "Financing Agency") and REDEVELOPMENT AGENCY 
OF THE CITY OF MODEST0 (the "Redevelovment Aaencv"). 

W I T N E S S E T H :  

WHEREAS, the Authority previously issued Lease Revenue Bonds, Series 1998 (Capital 
Improvements and Refinancing Project) (the "1998 Bonds*') secured by lease payments made by 
the City under a certain 1998 Master Lease (as defined herein) pursuant to a certain Trust 
Indenture, dated as of March 1, 1998 (the "1 998 Indenture"), by and between the Authority and 
The Bank of New York Mellon Trust Company, as successor trustee (the "1998 Trustee") for the 
purpose of (i) providing funds for the 10" Street Place Project and the police headquarters 
building and communications dispatch center (collectively, the "1998 Proiect"), (ii) providing 
funds to r e h d  its outstanding Certificates of Participation (Capital Improvements Project), 
(iii) paying capitalized interest on the 1998 Bonds, (iv) providing a debt service reserve fund for 
the 1998 Bonds and (v) paying the costs of issuance therefore; 

WHEREAS, in co~mection with the issuance of the 1998 Bonds, the City and the 
Authority have heretofore entered into a Facilities Lease (Communications Dispatch Center), 
dated as of March 1, 1998 (the "1 998 Communications Facilities Leaseyy), pursuant to which the 
City, as lessor, agreed to lease certain real property and improvements, described in Exhibit A-1 
hereto (the "Communications Pro~erty"), to the Authority, as lessee; 

WHEREAS, in connection with the issuance of the 1998 Bonds, the Financing Agency 
and the Authority have heretofore entered into a Facilities Lease (City-County Administration 
Building), dated as of March 1, 1998 (the "1998 Citv-Countv Facilities Lease"), pursuant to 
which the Financing Agency, as lessor, agreed to lease certain real property and improvements, 
described in Exhibit A-2 hereto (the "Citv-Countv Pro~ertv"), to the Authority, as lessee; 

WHEREAS, in connection with the issuance of the 1998 Bonds, the City and the 
Authority have heretofore entered into a Site Lease (Parks Project, Police Headquarters Building 
and Miscellaneous Public Properties), dated as of March 1, 1998, as amended by Amendment 
No. 1 to Site Lease (Parks Project, Police Headquarters Building and Miscellaneous Public 
Properties), dated October 15,2002 and Amendment No. 2 to Site Lease (Parks Project, Police 
Headquarters Building and Miscellaneous Public Properties), dated April 18, 2007 (as so 
amended, the "1998 Police Facilities and Miscellaneous Facilities Site Leasey'), pursuant to 
which the City, as lessor, agreed to lease certain real property and improvements, described in 
Exhibit A-3 hereto (the "Police Facilities and Miscellaneous Facilities Pro~erty"), to the 
Authority, as lessee; 

WHEREAS, in connection with the issuance of the 1998 Bonds, the Redevelopment 
Agency and the Authority have heretofore entered into a Site Lease (Parking Garage), dated as of 
March 1, 1998, as amended by Amendment No. 1 to Site Lease (Parking Garage), dated as of 



June 15, 2000 (as so amended, the "1998 Parking Garage Site Lease"), pursuant to which the 
City, as lessor, agreed to lease certain real property and improvements, described in Exhibit A-4 
hereto (the "Parking Garage P r o m " ) ,  to the Authority, as lessee; 

WHEREAS, in connection with the issuance of the 1998 Bonds, the Authority and City 
have heretofore entered into a LeaseJPurchase Agreement, dated as of March 1, 1998, as 
amended by Amendment No. 1 to LeasePurchase Agreement, dated June 15,2000, Amendment 
No. 2 to Lease/Purchase Agreement, dated October 15, 2002, and Amendment No. 3 to 
Lease/Purchase Agreement, dated April 18, 2007 (as so amended, the "1998 Master Lease"), 
pursuant to which the Authority, as lessor, agreed to lease-back the Communications Property, 
the City-County Property, the Police Facilities and Miscellaneous Facilities Property and the 
Parking Garage Property, together with certain other real property and improvements, as more 
particularly described in Exhibit A-5 hereto (the "Master Leased Pro~erty"), to the City, as 
lessee; 

WHEREAS, the Authority previously issued Lease Revenue Refunding and Capital 
Improvements Bonds, Series 2007 (the "2007 Bonds"), secured by lease payments made by the 
City under a certain 2007 Facility Lease (as defined herein), pursuant to a certain Bond 
Indenture, dated as of April 1,2007 (the ''2007 Indenture"), by and between the Authority and 
The Bank of New York Mellon Trust Company, as successor trustee (the "2007 Truske") for the 
purpose of (i) providing funds to finance certain additional improvements to John Thunnan field 
(the "2007 ,hiect"), (ii) providing funds to refund all of its Lease Revenue Bonds, Series 1997 
(John Thurman Field Renovation Project) (the "1 997 Bonds") and (iii) providing funds to r e h d  
a portion of its 1998 Bonds; 

WHEREAS, pursuant to Section 7.2 of the 1998 Master Lease, the City, as lessee, may 
sublease the Master Leased Property, or any portions thereof, as provided in the 1998 Master 
Lease; 

WHEREAS, in consideration of the Authority's assistance in financing the 2007 Project 
and in consideration of the corresponding reduction in lease payments payable by the City under 
the 1998 Master Lease, as a result of the partial rebding of the 1998 Bonds, the parties agreed 
to enter into a certain Sublease, dated April 1, 2007 (the "2007 Sublease") by and between the 
City, as sublessor, and the Authority, as sublessee, pursuant to which the City agreed to sublease 
the Master Leased Property to the Authority; 

WHEREAS, in connection with the issuance of the 2007 Bonds, the Authority agreed to 
lease-back the Subleased Property to the City pursuant to a certain Facility Lease, dated April 1, 
2007 (the "2007 Facilitv Leaf), pursuant to which the City is obligated to make base rental 
payments to the Authority for the Master Leased Property and such other facilities as may from 
time to time be leased thereunder; 

WHEREAS, the City has dedemined that it is in the best interests of the City at this time 
to refinance the City's obligation to make the lease payments under the I998 Master Lease, as 
such lease payments have been amended and modified by the agreements related thereto, and, as 
a result thereof, to redeem all outstanding 1998 Bonds and 2007 Bonds in MI, as of the date 
hereof; 



WHEREAS, Section 4.6 of the 1998 Master Lease provides that in the event all the lease 
payments under the 1998 Master Lease and the agreements related thereto have been paid and all 
the bonds outstanding, have been provided for, then all right, title and interest of the 1998 
Trustee in the lease payments shall cease and all right, title and interest of the Authority in and to 
the Master Leased Property shall be transferred to and vest in the City; 

WHEREAS, pursuant to certain Escrow Agreements, dated as of the date hereof (the 
"Escrow Aaeementsn), each by and between the City and The Bank of New York Mellon Trust 
Company, N.A., as escrow agent (the "Escrow Aaent"), the City has caused to be deposited with 
the Escrow Agent on the date hereof moneys sufficient to redeem on the date hereof all of the 
outstanding 1998 Bonds and 2007 Bonds; and 

MIEREAS, upon deposit of such moneys with the Escrow Agent for payment of the 
1998 Bonds and 2007 Bonds, the 1998 Master Lease, together with the 1998 Communications 
Facilities Lease, the 1998 City-County Facilities Lease, the 1998 Police Facilities and 
Miscellaneous Facilities Site Lease, the 1998 Parking Garage Site Lease, the 2007 Sublease and 
the 2007 Facility Lease, need not be maintained and the parties hereto now desire to 
acknowledge the termination of such documents as provided therein, 

NOW, THEREFORE, in consideration of the foregoing and for other consideration the 
receipt and sufficiency of which are hereby acknowledged, the parties hereto do hereby 
acknowledge: 

Section 1. Termination of Documents. 

(a) By virtue of the deposit of moneys with the Escrow Agent in an amount sufficient 
to redeem all outstanding 1998 Bonds and 2007 Bonds and to prepay lease payments under the 
1998 Master Lease, all obligations of the City under the 1998 Master Lease, together with the 
1998 Communications Facilities Lease, the 1998 City-County Facilities Lease, the 1998 Police 
Facilities and Miscellaneous Facilities Site Lease, the 1998 Parking Garage Site ~ & e ,  the 2007 
Sublease and the 2007 Facility Lease, shall cease and terminate. 

@) In accordance with the foregoing, the following agreements are hereby terminated 
and are of no further force or effect: 

1. Lease/Purchase Agreement, dated as of March 1, 1998, recorded March 
1 1, 1998, as Document No. 98-00223 19-00, Official Records of Stanislaus 
County; 

2. Amendment No. 1 to Leasehchase Agreement, dated June 15, 2000, 
recorded June 15, 2000, as Document No. 2000-0048260-00, Official 
Records of Stanislaus County; 

3. Amendment No. 2 to LeasemuChase Agreement, dated October 15,2002, 
recorded November 6,2002, as Document No. 2002-0144999-00, Official 
Records of Stanislaus County; 



4. Amendment No. 3 to Leasehhase  Agreement, dated April 18, 2007, 
recorded April 17, 2007, as Document No. 2007-0048573-00, Official 
Records of Stanislaus County; 

5. Facilities Lease (Communications Dispatch Center), dated as of March 1, 
1998, recorded March 11, 1998, as Document No. 98-0022317-00, 
Official Records of Stanislaus County; 

6. Facilities Lease (City-County Administration Building), dated as of March 
1, 1998, recorded March 11, 1998, as Document No. 98-00223 18-00, 
Official Records of Stanislaus County; 

7. Site Lease (Parks Project, Police Headquarters Building and 
Miscellaneous Public Properties), dated as of March 1, 1998, recorded 
March 11, 1998, as Document No. 98-00223 15-00, Official Records of 
Stanislaus County; 

8. Amendment No. 1 to Site Lease (Parks Project, Police Headquarters 
Building and Miscellaneous Public Properties), dated October 15, 2002, 
recorded November 6,2002, as Document No. 2002-0144998-00, Official 
Records of Stanislaus County; 

9. Amendment No. 2 to Site Lease (Parks Project, Police Headquarters 
Building and Miscellaneous Public Properties), dated April 18, 2007, 
recorded April 17, 2007, as Document No. 2007-0048572-00, Official 
Records of Stanislaus County; 

10. Site Lease (Parking Garage), dated as of March 1, 1998, recorded March 
1 1,1998, as Document No. 98-00223 16-00, Official Records of Stanislaus 
County; 

1 1. Amendment No. 1 to Site Lease (Parking Garage), dated June 15, 2000, 
recorded June 15, 2000, as Document No. 2000-0048261-00, Official 
Records of Stanislaus County; 

12. Sublease, dated as of April 1,2007, recorded April 17,2007, as Document 
No. 2007-0048574-00, Official Records of Stanislaus County; and 

13. Facility Lease, dated as of April 1, 2007, recorded April 17, 2007, as 
Document No. 2007-0048575-00, Official Records of Stanislaus County. 

(c) From and after the date hereof, none of the parties shall have any M e r  rights or 
obligations thereunder. 



Section 2. Execution in Countenmts. This Lease Termination Acknowledgement may 
be executed in several counterparts, each of which shall be an original and all of which shall 
constitute but one and the same instrument. 

[Signature Page to Follow] 



IN WITNESS WHEREOF, the parties hereto have duly executed this Lease Termination 
Acknowledgement. 

CITY OF MODESTO, CfiBORNIA 

*"ZC By: 
Authorized Officer 

1- .IIP ~EwD- 

ClTY-COUNTY CAPITAL IMPROVEMENTS 
AND FINANCING AGENCY 

By: y 
Authorized Officer 

Arm f z 4 ~ - r r o c L e ,  

REDEVELOPMENT AGENCY OF THE CITY 
OF MODEST0 



ACKNOWLEDGMENT 

State of California ) 
County of Stanislaus ) 

On AUGUST 20,2008 before me, ESTHER PUCKElT, Notary Public, personally 
appeared GREG NYHOFF, who proved to me on the basis of satisfactory evidence to 
be the person whose name is subscribed to the within instrument and acknowledged to 
me that helshe executed the same in hislher authorized capacity, and that by hislherl 
signature on the instrument the person, or the entity upon behalf of which the person 
acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California 
that the foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature 
t 

(Seal) 

ACKNOWLEDGMENT 

State of California ) 
County of Stanislaus ) 

On AUGUST 20,2008 before me, ESTHER PUCKETT, Notary Public, personally 
appeared JIM RIDENOUR, who proved to me on the basis of satisfactory evidence to 
be the person whose name is subscribed to the within instrument and acknowledged to 
me that helshe executed the same in hisfher authorized capacity, and that by hidher1 
signature on the instrument the person, or the entity upon behalf of which the person 
acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California 
that the foregoing paragraph is tnre and correct. 

WITNESS my hand and official seal. 

Signature 

(Seal) 



GOVERNMENT CODE 27361.7 

I certify under the penalty of perjury that the notarg seal on the document to which this Iltrtemr?nt 
is attached reads as follows: 

NAME OF NOTARY E ~ W  LC& 
DATE ~ M M S N O N  MPWES 27, QIt'12, 

I 



EXHIBIT A-1 

Legal Description 
for Communications Facilities Lease 

All that certain real property in the City of Modesto, Stanislaus County, State of 
California, described on the following two (2) pages: 



EXHIBIT A 

Description of the City Facilities 

The City Facilities shall consist of the City's undivided one-half interest in a building 
commonly r c f d  to as the Communications Disjmtch Center, together with the City's undivided 
oae-half inkrest in the Site upon which said facility is located, and including the City's interest 
in the use of common arms. The Communications Dispatch Center is located on a 2.9 acre site 
at the corner of Oakdale Road and Bridgewood Way in the City of Modesto. 

Legal Description of the Site 

All that land, in the County of Stanislaus, State of  California, City of Modcsto, and 
described as "Parcel 2" (attached hereto as Attachment I) and designated on that certain parcel 
map filed in the office of the County Recorder of Stanislaus County, CaiifOrnia, on September 
24, 1979 in volume 29 of parcel maps, at page 100. 



kn undivided one-half interest in the following: 
P a r c o l  2 am per Parcel M a g  f i l e d  Septembar 24, 1979 in velum 29  of 
Parcel Maps, Page 100, Stanielaus County Record.. 



EXHIBIT A-2 

Legal Description 
for City-County Property 

All that certain real property in the City of Modesto, Stanislaus County, State of 
California, described on the following page: 



Description of the City Facilities 

The City Facilities shall consist of an undivided onohalf in'rcrcst in the Site (as dtscni 
below) and approximately 79,246 square fttt of the City-County Admhistmtion Building, such 
area to be exclusively occupied by the City, together with the City's interest in c d n  common 
areas in the City-County Administration Building, such joint-use area consisting of approximately 
80,032 square feet. 

C 

The City Facilities are located in the City of Modesto, County of Stanislaus, described as I- 

P 
follows: C 

- 

5 
~ n .  undivided one -half interest i n  and t o  the following : a 
Lot6 8 through 24 in Block 67 of the City of Modeat0 am per map filed = 
Decenrber 21, 1942 in  Volume 15 of Haps, Stanielaw County Records. u - 

a 
TO mthor vith the following described propert = 

All that portion of Cot 25 in  Block 67 descriGd a. follow. : 
Beginning at the moat earrterly corner of Lot 2s; theme South 460 27' 
01. Weut al ch. aoutheamterly 1- of maid Lot IS, a dimtuxce of 
44.91 foot; 2 emi North 43. 32 30" Merrt, 8 dimtanca of 4.91 feet; 
t h e n a m  North 46. 27' 30. East, a distance of 54.92 f r e t  to the 
ceatezlXrtm of the alley a8 showP.on maid map of Block 67; t h e e  south 
43. 31' 16" Elat , .  alOY maid al ley centerline, a dietancm of.r.90 
feat, t o  the point of  ntereecfiaa with tbe northeaster1 axtenmion of 
the 8oufheluterly l ine  of said Lot 25; thence South 46. g7 1 0%. I e ~ t  
along maid extension, a distance o f  10.00 feet t o  the point of 
beginning. 

8accepthg therefrom ths felloriog d.8crib.d propert a 
A l l  chat poztion of Lot 8 in Block 66 of iha C l t y  08 Modesto deacribd 
.a folloanrr 
B e g i n d n ~ 8 t  the nmmt Oorther1~ Corner of mid Lor 8. thenor. South 43. 
31 06. m t  rloag tbr northeartrrlr 1- of e d l l o t ,  r d i m f a a c e  of 
20.14 feet; UI.aae €bath 46. 27' 90 Went a dimturce of 150.09 famt to 
tho center 1- of said dley thmace North 43. 31' 1LL Wont 81- 
maid -+er lime a dimtaace oh 20.11 f r e t  to th. point of internmction 
with tha mouthwemterly e x t d i o a  of the Iorthwauterl linr of &ot 8; 
th-• Iorth 46. 26'46. M along maid ext-Ioa ad maid 
Northwemterly liaa of Let 8, a dimtance of 150.09 feet t o  the point of 
beginning. 

Also rkorpt thmrrfrem tlu C o l l o u h @  &madbod 
All that p o a o n  of Lot. 23 and 24 Ln Block 67 de=Ls fo23-: 
B q i m r i n g  a t  the m a m t  waterly cornor of  Lot 24, tb.nce W o r t h  46. 27' 
01 sut @lo thm northvmmterly liar of said %ot 34, r distance of 
95.17 t rot;  8 once Aouth 43- 32I 30" met,  8 'dimtaxace of 33.11 feeti 
thenem South 46. 27' 30' Wmmt,  8 dimt.aca of 05.16 feet t o  a point on 
the routhwentarl of Int 23; thoacm North 430 31' 18" West, along 
said of Lot 93 mad th. mouthwest~ly l ine of Lot 24 

t o  tha point of beginning. 



EXHIBIT A-3 

Legal Description 
for Police Facilities and Miscellaneous Facilities Property 

All that certain real property in the City of Modesto, Stanislaus County, State of 
California, described as follows: 

1. The Police Headquarters Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 1 thru 32, inclusive, in Block 71 of the City of Modesto, as per map recorded 
December 2 1,1942 in Volume 15 of Maps, Stanislaus County Records. 

All that real property in the State of California, County of Stanislaus, City of Modesto, 
being a portion of the Northeast quarter of Section 32, Township 3 South, Range 9 East, 
Mount Diablo Base and Meridian, described as follows: 

That portion of the 20-foot alley in Block 71 as delineated on the Official Map of the City 
of Modesto, as per map filed December 2 1,1942, in Volume 15 of Maps, Stanislaus 
County Records, described as follows: 

Beginning at the most Southerly corner of Lot 16 in said Block 71, said point being on 
the Northeastern line of said 20.00 foot alley in Block 71 ; thence along said Northeastern 
line of said alley, North 43' 29' 30" West, 150.00 feet, to the most Southerly comer of 
Lot 10 in Block 71; thence South 46" 30' 30" West, 20.0 feet, to the most Northerly 
comer of Lot 22 in Block 71, said point being on the Southwestern line of the 20.00 foot 
alley in Block 71; thence along said Southwestern line of said alley, South 43" 29' 30" 
East, 150.00 feet, to the most Easterly comer of Lot 17 in Block 71, said point being on 
the Northwestern line of 80.00 foot "F" Street; thence along said Northwester line of "F" 
Street, North 46" 30' 30" East, 20.00 feet, to the point of beginning. 

2. The Graceda Park Site is described below. 

All that real proper& described in the County of Stanislaus, City of Modesto, described 
as follows: 

All of Blocks 53 1,532.and 533, inclusive, as per map filed December 2 1,1942 in 
Volume 15 of Maps, Stanislaus County Records. 

3. The Floyd Park Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 



Parcels A and B as shown on that certain Parcel Map filed October 9, 1969 in Volume 7 
of Parcel Maps, page 68, Stanislaus County Records. 

4. The Wesson Ranch Park Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Parcel 1 as shown and designated on that certain Parcel Map filed January 28,1980 in 
Volume 30 of Parcel Maps, at page 13, Stanislaus County Records. 

5. The Hollywood Park Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lot 1 in Block 13158 of HOLLYWOOD PARK NO. 2, according to the Official Map 
thereof, filed in the office of the County Recorder of Stanislaus County, California, on 
February 28,1978 in Book 27 of Maps, at Page 44. 

6.  The Riverside Neighborhood Park Site is described below. 

All that real property described in the County of Stanislaw, City of Modesto, described 
as follows: 

PARCEL ONE: 
Parcels 1 and 1 -A as per Parcel Map recorded May 16, 1966 in Book 1 of Parcel Maps, 
Page 134, Stanislaus County Records. 

EXCEPTING THEREFROM Parcels B-1 and B-2 as per map filed June 5,1974 in Book 
1 9 of Parcel Maps, Page 3 1, Stanislaus County Records. 

PARCEL TWO: 
P m l  A per map filed ~ l n e  5,1974 in Book 19 of Parcel Maps, Page 3 1, Stanislaus 
County Records. 

7. The Sipherd Park Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Parcel B as per map recorded August 14, 1974 in Book 19 of Parcel Maps, at Page 75, 
Stanislaus County Records. 

8. The Fire Station No. 1 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 



Lots 17 thru 26, inclusive, in Block 8 1 of the CITY OF MODESTO, as per map thereof 
filed December 2 1,1942 in Volume 1 5 of Maps, Stanislaus County Records. 

9. The Fire Station No. 3 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 1 and 2 in Block 2283 of DRY CREEK ESTATES NO. 1, according to the Official 
Map thereof filed in the Office of the Recorder of Stanislaus County, California, on 
December 13,1966 in Volume 21 of Maps, Page 3, more 55. 

10. The Fire Station No. 5 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

See Attachment I1 hereto. 

11. The Fire Station No. 6 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Parcel C as per Parcel Map recorded August 17,1977 in Book 25 of Parcel Maps, at Page 
83, Stanislaus County Records. 

12. The Fire Station No. 7 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Parcel A as shown on that certain Parcel Map filed June 27, 1974 in Volume 19 of Parcel 
Maps, page 5 1, Stanislaus County Records. 

13. The McHenry Mansion Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 17 thru 24, inclusive, in Block 122 of the CITY OF MODESTO, according to the 
Official Map thereof, filed in the office of the Recorder of Stanislaus County, California, 
on December 2 1,1942 in Volume 15 of Maps. 

14. The Senior Citizens Center Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 



Lots 18 thru 3 1, inclusive, in Block 590 of the CITY OF MODESTO, as per map filed 
December 2 1,1942 in Volume 1 5 of Maps, S tanislaus County Records. 

15. The Parking Lot No. 25 Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 28 thru 32, inclusive, in Block 55 of the CITY OF MODESTO, as per Map filed 
December 2 1,1942 in Volume 1 5 of Maps, Stanislaus County Records. 

16. The Parking Structure Site is described below. 

All that real property described in the County of Stanislaus, City of Modesto, described 
as follows: 

Lots 5-12 inclusive in Block 68 of the CITY OF MODESTO, according to the Official 
Map thereof, filed in the office of the Recorder of Stanislaus County, California, on 
December 2 1,1942 in Volume 1 5 of Maps. 



EXHIBIT A-4 

Legal Description 
for Parking Garage Property 

A11 that certain real property in the City of Modesto, Stanislaus County, State of 
California, described on the following page: 



EXHIBIT A-5 

Legal Description 
for Master Leased Property 

All that certain real property in the City of Modesto, Stanislaus County, State of 
California, described on the following five (5) pages: 
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BANC OF AMERICA SECURITIES LLC 
MUNICIPAL SECURITIES DEPARTMENT 

CLOSING MEMO 

Issue Size: $65,170,000 

Modesto Public Financing Authority 
Lease Revenue Refunding Bonds 
Series 2008 

Closing Date: August 28,2008 

Ilelivery Date: August 28,2008 

Dated Date: August 28,2008 

Bond Type: DTC - Full Book Entry 

Izegistration Information: Cede & Co. 

11 Lease Revenue Refunding Bonds, Series 2008 11 
11 Maturity ( CUSIP I Principal Amount I Coupon ( Price 11 

September 1, 2033 607796 BU2 65,170,000 --- 100% 



Banc of America Securities LLC 
Closing Memo Page 2 

CLOSING INFORMATION 

Pre-Closing Date: 

Location: 

Closing Date: 

Location: 

August 27, 2008 at 1 :00 p.m 

Sidley Austin LLP 
555 California Street, Suite 2000 
San Francisco, CA 94104 

August 28,2008 at 9:00 a.m. 

via conference call 
Call-in: 1.866.214.3171 
Passcode: 5405496# 

Bond Delivery Location: Depository Trust Company 
5 5 Water Street 
New York, NY 10041 

Clontact: (212) 855-3752,3753,3754 or 3755 

IITC: DTC Settlement Account # 0773 

SOlJRCES & USES 

Sources: 
Bond Proceeds: 

Par Amount 65,170,000.00 

Other Sources of Funds: 
Transfer from 2007 COI 4.52 
I998 DSRF 361,113.10 
1998 P&I due 9.1.2008 542,116.25 
2007 DSRF 4,418,029.56 
2007 P&I due 9.3.2008 1,405,461.48 

6.726.724.9 1 

Uses: 
Refunding Escrow Deposits: 

1998 Escrow 3,898,057 94 
2007 Escrow 62,605,461.48 

Other Fund Deposits: 
Debt Serv~ce Reserve Fund 4,787,871.08 

Dellvery Date Expenses. 

Cost of Issuance 406,466 47 
Underwr~ter's Discount 198,867.94 

605,334 41 
71,896,724.91 



Banc of America Securities LLC 
Closing Memo Page 3 

WIRE TRANSFERS 

Transfer by the City of Modesto to The Bank of New York Mellon Trust Company, N.A. as 2008 
Trustee 

(3n or before 12 noon PDT on Wednesday, August 27, 2008, the Modesto Public Financing Authority 
wlll transfer $1,947,009.80 to The Bank of New York Mellon Trust Company, N.A., comprised of 
$542,087.90 representing $542,116.25 of principal and interest due on the 1998 Bonds on September 1, 
2008 less funds on deposit with the 1998 Trustee of $28.35 and $1,404,921.90 representing 
$1,405,461.48 of principal and interest due on the 2007 Bonds on September 3, 2008 less funds on 
deposit with the 2007 Trustee of $539.58 pursuant to the wire instructions below: 

Wire Deposit to: 
Bank: The Bank of New York 
AB A#: 02 10000 18 
GLA: 11 1-565 
Account Name: Modesto PFA Lease Rev 08 
Account Number: 437867 
Attn: Julia Sun 

Internal Transfers by The Bank of New York Mellon Trust Company, N.A. as 2008 Trustee 

t3y 8am Pacific Daylight Time on Thursday, August 28, 2008, The Bank of New York Mellon Trust 
Company, N.A., as Trustee for the 2008 Bonds, will transfer $361,113.10 from the Series 1998 Debt 
Service Reserve Fund to the Series 2008 Reserve Fund. 

By 8am Pacific Daylight Time on Thursday, August 28, 2008, The Bank of New York Mellon, N.A., as 
'Trustee for the 2008 Bonds, will transfer $4,418,029.56 from the Series 2007 Debt Service Reserve Fund 
to the Series 2008 Reserve Fund. 

By 8am Pacific Daylight Time on Thursday, August 28, 2008, The Bank of New York Mellon, N.A., as 
Trustee for the 2008 Bonds, will transfer $4.52 from the Series 2007 Cost of Issuance Fund to the 2008 
Cost of Issuance Fund. 

By 8am Pacific Daylight Time on Thursday, August 28, 2008, The Bank of New York Mellon, N.A., as 
Trustee for the 2008 Bonds, will transfer $2,212,556.29 from the Series 2007 Project Fund to the 2008 
Project Fund. 
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To the Trustee for the Modesto Public Financing Authoritv from Banc of America Securities LLC 

On Thursday, August 28, 2008 Banc of America Securities LLC will wire transfer $64,971,132.06 to The 
Hank of New York Mellon, N.A. as Trustee for the Modesto Public Financing Authority, which 
represents the par amount less underwriter's discount as calculated in the table below pursuant to the 
wire instructions found below. 

Wire Deposit Calculation from Banc of America Securities LLC to The Bank of New York Mellon, 
N.A. 

Underwriter 
From Banc of America Securities 

Series 2008 Bond Proceeds $ 65,170,000.00 
Less Underwriter's Discount: - 198.867.94 

TOTAL WIRE AMOUNT: $64,971,132.06 

Wire Deposit to: 
Bank: The Bank of New York 
ABA#: 021 000 018 
GLA: 11 1-565 
Account Name: Modesto PFA Lease Rev 08 
Account Number: 437867 
Attn: Julia Sun 

FLOW OF FUNDS 

lJpon completion of internal transfers and receipt of the wire transfer from Banc of America Securities 
I,L,C, total funds on hand with The Bank of New York Mellon Trust Company, N.A. will be as follows: 

Equity Contribution from the City (Regularly scheduled 1998 Principal & Interest): 
1998 Debt Service Fund Balance: 
1998 DSRF Release: 
Eiquity Contribution from the City (Regularly scheduled 2007 Principal & Interest): 
2007 Debt Service Fund Balance: 
2007 Cost of Issuance Fund Balance: 
2007 DSRF Release: 
Bond Proceeds (Wire transfer by Banc of America Securities): 

Total $7 1,697,856.97 
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The Bank of New York Mellon Trust Company, N.A. will deposit total funds on hand as follows: 

Deposit to Reserve Fund: 
Deposit to Series 1998 Escrow Fund: 
Deposit to Series 2007 Escrow Fund: 
Costs of Issuance Fund: 

Total $7 1,697,856.97 

REDEMPTION FLOW OF FUNDS 

IJpon receipt of the wire transfer of $1,947,009.80 from the Modesto Public Financing Authority and 
$64,971,132.06 from Banc of America Securities LLC, and completion of internal transfers of $567.93, 
the Bank of New York Mellon Trust Company, N.A. will have a total of $3,898,057.94 in the 1998 
Escrow Fund, sufficient to pay regularly scheduled principal and interest on the Series 1998 Bonds and 
the redemption price (101.0% of the principal amount on the Series 1998 Bonds), and $62,605,461.48 in 
the 2007 Escrow Fund, sufficient to pay regularly scheduled principal and interest on the Series 2007 
Bonds and the redemption price (100% of the principal amount on the Series 2007 Bonds). 

Funds on Hand (wire transfer from Modesto Public Financing Authority): $ 542,116.25 
Bond Proceeds (wire transfer from Banc of America Securities): 3:355:941.69 

Series 1998 Escrow Fund: $3,898,057.94 

Funds on Hand (wire transfer from Modesto Public Financing Authority): $ 1,405,461.48 
Bond Proceeds (wire transfer from Banc of America Securities): 61,200,000.00 

Series 2007 Escrow Fund: $62,605,461.48 
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PRINCIPAL CONTACTS 

Issuer: City of Modesto, California Wayne Padilla (209) 577-5371 
Barry Newlin (209) 577-5373 

Financial Advisor: Public Financial Management Peter Miller (415) 982-5544 
Brian Gallucci (41 5) 982-5544 

Bond Counsel: Sidley Austin LLP Eric Tashman (415) 772-1214 
Ty Conner (415) 772-7478 
Louvena Chiasson- (41 5) 772-7465 
Krueger 

Disclosure Stradling, Yucca, Carlson & Rauth John Murphy (949) 725-4160 
Counsel: Brad Neal (949) 725-4 164 

[Jnderwriter: Banc of America Securities LLC Scott Nagelson (415) 953-7314 
Kim Nakahara (415) 953-9565 
Ann Tran (41 5) 627-2014 

Underwriter's Orrick, Herrington & Sutcliffe, LLP John Knox (415) 773-5626 
Counsel: Laura Wagner (916) 329-4932 

Devin Brennan (415) 773-4261 

Trustee: The Bank of New York Mellon Julia Sun (415) 263-2432 

LOC Provider: Bank of America, N.A. 

Swap Bank of America, N.A. 
Counterparty: 

Shari Sacks (415) 953-9025 
Greg Bailey (213) 621-7131 

Mike Moss (41 5) 622-9430 
Julie Bay (2 12) 548-6967 

DTC: Closing Desk (212) 855-3752 
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SOURCES AND USES OF FUNDS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Rehnding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Sources: 

Bond Proceeds: 
Par Amount 

Other Sources of Funds: 
Transfer from 2007 COI Account 4.52 
2007 DSRF Release 4,418,029.56 
2007 Debt Service Fund Release 1,405,461.48 
1998 DSRF Release 361,113.10 
1998 Debt Service Fund Release 

Uses: 

Refunding Escrow Deposits: 
Cash Deposit 
SLGS Purchases 

Other Fund Deposits: 
Debt Service Reserve Fund 

Delivery Date Expenses: 
Cost of Issuance 
Underwriter's Discount 
Upfiont Letter of Credit Fee 

Notes: 
Debt Service Reserve Fund Requirement based on Swap Rate of 3.614% 
1998 Escrow Gross-funded with SLGS to be purchased on 8/29/08 
Swap Priced on 8/22/08, Bonds Priced on 8/27/08 
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Dated Date 
Delivery Date 
Arbitrage yield 
Escrow yield 

Bond Par Amount 
True Interest Cost 
Net Interest Cost 
Average Coupon 
Average Life 

SUMMARY OF REFUNDING RESULTS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Par amount of refunded bonds 
Average coupon of refunded bonds 
Average life of refunded bonds 

PV of prior debt to 08/28/2008 @ 4.316845% 
Net PV Savings 
Percentage savings of refunded bonds 
Percentage savings of refunding bonds 
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SAVINGS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds wl LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Date 

0613012009 
06130120 10 
06130120 1 1 
0613012012 
0613012013 
0613012014 
06130120 15 
06130120 16 
06/30120 1 7 
06/30120 18 
06/30/2019 
06130/2020 
061301202 1 
0613012022 
0613012023 
0613012024 
0613012025 
0613012026 
0613012027 
06/3012028 
0613012029 
0613012030 
061301203 1 
0613012032 
06/3012033 
0613012034 

Prior 
Debt Service 

3,828,638.84 
3,459,040.19 
3,548,175.96 
3,607,944.44 
3,687,845.75 
3,767,5 13.30 
3,812,634.75 
3,902,123.97 
3,990,437.66 
3,776,287.44 
3,863,744.85 
3,920,6 19.44 
3,996,4 17.60 
4,114,667.47 
4,200,644.79 
4,279,379.87 
4,355,753.91 
4,468,100.36 
4,551,657.5 1 
4,65 1,000.57 
4,571,003.81 
4,556,258.06 
4,565,176.66 
4,562,5 16.54 
4,558,415.38 
4,567,142.89 

Prior 
Receipts 

2,127,736.07 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 
180,158.34 

4,869,22 1.83 

Prior 
Net Cash Flow 

1,700,902.77 
3,278,881.85 
3,368,017.62 
3,427,786.10 
3,507,687.41 
3,587,354.96 
3,632,476.41 
3,721,965.63 
3,810,279.32 
3,596,129.10 
3,683,586.5 1 
3,740,461.10 
3,816,259.26 
3,934,509.13 
4,020,486.45 
4,099,221.53 
4,175,595.57 
4,287,942.02 
4,371,499.17 
4,470,842.23 
4,390,845.47 
4,376,099.72 
4,385,018.32 
4,382,358.20 
4,378,257.04 
-302,078.94 

Refunding 
Debt Service 

1,786,059.91 
3,225,984.88 
3,315,251.46 
3,380,542.59 
3,47 1,225.90 
3,557,030.37 
3,613,633.52 
3,7 14,905.97 
3,820,124.99 
3,617,602.83 
3,716,873.22 
3,785,858.15 
3,878,970.28 
4,014,583.40 
4,117,923.32 
4,219,080.43 
4,317,873.95 
4,453,039.08 
4,559,711.36 
4,687,258.24 
4,635,152.09 
4,648,076.77 
4,684,586.52 
4,714,410.41 
4,742,412.87 
4,787,871.08 

103,466,043.59 

Refunding 
Expenses 

240,78 1.29 
468,528.70 
461,348.32 
454,554.04 
444,4 12.7 1 
434,577.23 
423,846.39 
413,119.11 
398,98 1.23 
386,458.06 
373,249.23 
359,910.94 
343,486.84 
326,568.13 
308,147.87 
289,027.78 
266,909.29 
243,862.66 
219,077.88 
192,946.96 
164,883.63 
136,349.01 
106,506.04 
75,496.21 
42,755.68 
8,687.68 

7,584,472.91 

Rehnding 
Receipts 

105,064.86 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 
206,684.98 

4,891,213.57 

9,956,717.95 

Refunding 
Net Cash Flow 

1,921,776.34 
3,487,828.60 
3,569,914.80 
3,628,411.65 
3,708,953.63 
3,784,922.62 
3,830,794.93 
3,921,340.10 
4,O 12,42 I .24 
3,797,375.91 
3,883,437.47 
3,939,084.1 1 
4,015,772.14 
4,134,466.55 
4,219,386.21 
4,301,423.23 
4,378,098.26 
4,490,2 16.76 
4,572,104.26 
4,673,520.22 
4,593,350.74 
4,577,740.80 
4,584,407.58 
4,583,221.64 
4,578,483.57 

-94,654.81 

101,093,798.55 

Savings 

-220,873.57 
-208,946.75 
-201,897.18 
-200,625.55 
-201,266.22 
-197,567.66 
- 198,3 18.52 
-1 99,374.47 
-202,14 1.92 
-201,246.8 1 - 199,850.96 
-198,623.01 
-199,512.88 
-199,957.42 
-1 98,899.76 
-202,201.70 
-202,502.69 
-202,274.74 
-200,605.09 
-202,677.99 
-202,505.27 
-201,641.08 
-199,389.26 
-200,863.44 
-200,226.53 
-207,424.13 

-5,25 1,414.60 

Present Value 
to 08/28/2008 

@ 4.3168453% 

-2 18,484.92 
- 196,094.67 
-181,459.22 
-1 72,770.24 
-166,153.43 
-156,270.59 
-150,372.78 
-144,914.1 1 
-140,908.3 1 
-1 34,469.7 1 
-128,005.60 
-121,946.69 
-1 17,471.79 
-1 12,904.66 
-107,698.1 1 
-105,028.80 
- 100,906.1 1 
-96,690.46 
-9 1,993.21 
-89,188.94 
-85,5 17.86 
-8 1,7 19.76 
-77,555.04 
-74,998.04 
-71,773.52 
-7 1,292.22 

-3,196,588.80 
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City of Modesto Public Financing Authority 
2008 Lease Revenue Refimding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

PV of savings from cash flow 
Less: Prior h d s  on hand 

Net PV Savings -3,196,593.32 
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BOND SUMMARY STATISTICS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds wl LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Dated Date 
Delivery Date 
First Coupon 
Last Maturity 

Arbitrage Yield 
True Interest Cost (TIC) 
Net Interest Cost OIJIC) 
All-In TIC 
Average Coupon 

Average Life (years) 
Duration of Issue (years) 

Par Amount 
Bond Proceeds 
Total Interest 
Net Interest 
Total Debt Service 
Maximum Annual Debt Service 
Average Annual Debt Service 

Underwriter's Fees (per $1000) 
Average Takedown 
Management Fee 
Other Fee 

Total Underwriter's Discount 3.051526 

Bid Price 99.694847 

Par Average Average PV of 1 bp 
Bond Component Value Price Coupon Life change 

Serial Bonds 65,170,000.00 100.000 3.614% 16.260 76,616.90 

Par Value 
+ Accrued Interest 
+ Premium (Discount) 
- Underwriter's Discount 
- Cost of Issuance Expense 
- Other Amounts 

Target Value 

Target Date 
Yield 

All-In Arbitrage 
TIC TIC Yield 

65,170,000.00 65,170,000.00 65,170,000.00 
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BOND PRICING 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Maturity 
Bond Component Date Amount Rate 

Serial Bonds: 
09/01/2009 895,000 3.614% 
0910 1 1201 0 1,020,000 3.614% 
0910 11201 1 1,125,000 3.614% 
09/01/2012 1,260,000 3.614% 
09/01/2013 1,395,000 3.614% 
09/01/2014 1,505,000 3.614% 
09/01/2015 1,665,000 3.614% 
0910 11201 6 1,835,000 3.614% 
09/01/2017 1,695,000 3.614% 
09/01/2018 1,860,000 3.614% 
09/01/2019 2,000,000 3.614% 
09/01/2020 2,170,000 3.614% 
0910 11202 1 2,390,000 3.614% 
09/01 12022 2,585,000 3.614% 
09/01/2023 2,785,000 3.614% 
09/01/2024 2,990,000 3.614% 
09/01/2025 3,240,000 3.614% 
09/01/2026 3,470,000 3.614% 
09/01/2027 3,730,000 3.614% 
09/01/2028 3,815,000 3.614% 
09/01/2029 3,970,000 3.614% 
0910 112030 4,155,000 3.614% 
09/01/203 1 4,340,000 3.6 14% 
09/01/2032 4,530,000 3.614% 
09/01/2033 4,745,000 3.614% 

65,170,000 

Yield Price 

Dated Date 
Delivery Date 
First Coupon 

Par Amount 65,170,000.00 
Original Issue Discount 

-- - - 

Production 65,170,000.00 100.000000% 
Underwriter's Discount -198,867.94 -0.305153% 

Purchase Price 64,97 1,132.06 99.694847% 
Accrued Interest 

Net Proceeds 64,971,132.06 
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NET DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds wl LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Period 
Ending Principal Interest 

Total 
Debt Service 

Bank of 
Remarktiig America Letter Excess Escrow 

Agent of Credit Funds 

29,219.52 216,549.71 -4,987.94 
38,700.36 429,828.34 
38,107.25 423,241.07 
37,499.21 417,054.83 
36,662.01 407,750.70 
35,895.98 398,681.25 
35,009.61 388,836.78 
34,081.08 379,038.03 
32,913.98 366,067.25 
31,921.34 354,536.72 
30,830.30 342,418.93 
29,691.67 330,219.27 
28,335.85 315,150.99 
26,974.44 299,593.69 
25,452.93 282,694.94 
23,844.23 265,183.55 
22,018.37 244,890.92 
20,143.00 223,719.66 
18,095.78 200,982.10 
15,918.10 177,028.86 
13,601.5 1 151,282.12 
11,262.40 125,086.61 
8,797.37 97,708.67 
6,228.98 69,267.23 
3,526.31 39,229.37 

717.60 7,970.08 

General Debt Service 
Fund Reserve Fund 

Net 
Debt Service 
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NET DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refimding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Bank of 
Period Total Remarwing America Letter Excess Escrow General Debt Service Net 
Ending Principal Interest Debt Service Agent of Credit Funds Fund Reserve Fund Debt Service 
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NET DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Period 
Ending Principal Interest 

Total 
Debt Service 

Bank of 
Remarkting America Letter Excess Escrow 

Agent of Credit Funds 
General Debt Service 

Fund Reserve Fund 
Net 

Debt Service 
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NET DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds wl LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Period 
Ending Principal Interest 

Bank of 
Total Remarkting America Letter Excess Escrow 

Debt Service Agent of Credit Funds 
General Debt Service 

Fund Reserve Fund 
Net 

Debt Service 
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NET DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refimding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Bank of 
Period Total Remarkting America Letter Excess Escrow General Debt Service Net 
Ending Principal Interest Debt Service Agent of Credit Funds Fund Reserve Fund Debt Service 
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NET DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refimding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Period 
Ending Principal Interest 

Bank of 
Total Remarkting America Letter Excess Escrow 

Debt Service Agent of Credit Funds 
General Debt Service 

Fund Reserve Fund 
Net 

Debt Service 
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NET DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Bank of 
Period Total Remarking America Letter Excess Escrow General Debt Service Net 
Ending Principal Interest Debt Service Agent of Credit Funds Fund Reserve Fund Debt Service 
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NET DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds wl LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sollrw and Uses of Funds 

Period 
Ending 

0313012026 
04/30/2026 
05/3012026 
0613012026 
07/30/2026 
08/30/2026 
09130/2026 
1013012026 
1 1/30/2026 
1 213012026 
0 1 /30/2027 
02/28/2027 
03/30/2027 
0413012027 
05/30/2027 
06/30/2027 
0713012027 
08/30/2027 
09/30/2027 
1013012027 
11/3012027 
12/3012027 
01130/2028 
0212912028 
03/30/2028 
04/30/2028 
0513012028 
0613012028 
07/30/2028 
08/30/2028 
09/30/2028 
1013012028 
11130/2028 
12/30/2028 
0 113012029 

Principal Interest 

Bank of 
Total Remarkting America Letter Excess Escrow General 

Debt Service Agent of Credit Funds Fund 
Debt Service 

Reserve Fund 
Net 

Debt Service 
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NET DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Rehding  Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Bank of 
Period Total Remarkting America Letter Excess Escrow General Debt Service Net 
Ending Principal Interest Debt Service Agent of Credit Funds Fund Reserve Fund Debt Service 
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NET DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Period 
Ending 

0 113012032 
02/29/2032 
03130/2032 
04/3012032 
05/30/2032 
0613012032 
07/30/2032 
08/3012032 
09/3012032 
1013012032 
11/30/2032 
12/30/2032 
01130/2033 
02/28/2033 
0313012033 
04/30/2033 
0513012033 
0613012033 
0713012033 
08130/2033 
0913012033 

Principal Interest 

27,933.21 
27,933.21 
27,933.21 
27,933.2 1 
27,933.21 
27,933.21 
27,933.21 
27,933.21 

4,530,000 27,933.2 1 
14,290.36 
14,290.36 
14,290.36 
14,290.36 
14,290.36 
14,290.36 
14,290.36 
14,290.36 
14,290.36 
14,290.36 
14,290.36 . 

4,745,000 14,290.36 

Bank of 
Total Remarkting America Letter Excess Escrow General Debt Service Net 

Debt Service Agent of Credit Funds Fund Reserve Fund Debt Service 
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PRIOR BOND DEBT SERVICE 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds wl LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Period Other 
Ending Principal Coupon Interest Debt Service Cash Flow Total 
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SUMMARY OF BONDS REFUNDED 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Maturity Interest Par Call Call 
Bond Date Rate Amount Date Price 

1998 Lease Revenue Bonds (10th Street), IOTH: 
SERIAL 09/01/2008 4.250% 

0910 112009 4.375% 
09/01/2010 4.500% 
09/01/2011 4.600% 
09/01/2012 4.700% 
09/01/2013 4.800% 

TERM16 0910 1/20 16 5.000% 
TERM20 0910 112020 5.125% 
TERM24 0910 112024 4.750% 
TERM29 0910 112029 5.000% 
TERM33 09/01/2033 5.125% 

2007 Lease Revenue Bonds - ARS, 2007: 
SERIAL 09/03/2008 

0910 112009 
09/01/20 10 
0910 1/20 1 1 
09/01/2012 
09/01/2013 
09/01/2014 
0910 1/20 15 
09/01/2016 
09/01/2017 
09/01/2018 
09/01/2019 
09/01/2020 
0910 11202 1 
09/01/2022 
09/01/2023 
09/01/2024 
09/01/2025 
09/01/2026 
09/01/2027 
09/01/2028 
09/01/2029 
09/01/2030 
09/01/203 1 
09/01/2032 
09/01/2033 



Aug 26,2008 2: 10 pm Prepared by Public Financial Management, Inc. Page 19 

ESCROW REQUIREMENTS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding o f  1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses o f  Funds 

1998 Lease Revenue Bonds ( 1  0th Street) (IOTH) 

Period Principal Redemption 
Ending Principal Interest Redeemed Premium Total 

09/01/2008 450,000.00 92,116.25 542,116.25 
09/29/2008 12,841.69 3,3 10,000.00 33,100.00 3,355,941.69 
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ESCROW REQUIREMENTS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

2007 Lease Revenue Bonds - ARS (2007) 

Period Principal 
Ending Principal Interest Redeemed Total 
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ESCROW DESCRIPTIONS DETAIL 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds wl LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Type of Type of Maturity Par Max Dated 
Security SLGS Date Amount Rate Rate Date 

Refunding of 1998 LRBs (1998), PROCEEDS, Aug 29,2008: 
SLGS Certificate 09/29/2008 3,355,941 1.750% 1.750% 08/29/2008 

3,355,941 

SLGS Summaw 

SLGS Rates File 
Total Certificates of Indebtedness 
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ESCROW COST DETAIL 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Rehnding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

TY ~e of Maturity Par Total 
Security Date Amount Rate Cost 

Refunding of 1998 LRBs (1998), PROCEEDS: 
SLGS 09/29/2008 3,355,941 1.750% 3,355,941 .OO 

Purchase Cost of Cash Total 
Escrow Date Securities Deposit Escrow Cost Yield 

Rehnding of 2007 LRBs (2007): 
EQUITY 08/29/2008 

Refunding of 1998 LRBs (1998): 
EQUITY 08/29/2008 542,116.25 542,116.25 
PROCEEDS 08/29/2008 3,355,94 1 0.69 3,355,941.69 1.790202% 

3,355,941 542,116.94 3,898,057.94 
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ESCROW SUFFICIENCY 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds wl LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Escrow Net Escrow Excess 
Date Requirement Receipts Receipts 

Excess 
Balance 
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ESCROW SUFFICIENCY 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refitriding Bonds wl LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Refunding of 1998 LRBs (1 998) 

Escrow Net Escrow Excess Excess 
Date Requirement Receipts Receipts Balance 
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Date 

ESCROW CASH FLOW 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Refunding of 1998 LRBs (1998) - PROCEEDS 

Present Value 
Net Escrow to 08/29/2008 

Principal Interest Receipts @ 1.7902022% 

Escrow Cost Surnmarv 

Purchase date 
Purchase cost of securities 

Target for yield calculation 
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ESCROW STATISTICS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Modified Yield to Yield to Perfect Value of 
Total Duration PV of 1 bp Receipt Disbursement Escrow Negative Cost of 

Escrow Escrow Cost (years) change Date Date Cost Arbitrage Dead Time 

Refunding of 2007 LRBs (2007): 
EQUITY 1,405,461.48 1,404,794.68 666.80 
PROCEEDS 61,200,000.00 6 1,170,964.65 29,035.35 

Refunding of 1998 LRBs (1998): 
EQUITY 542,116.25 541,987.64 128.61 
PROCEEDS 3,355,94 1.69 0.083 27.72 1.790202% 1.790202% 3,348,989.01 6,952.67 0.0 1 

- 

66,503,5 19.42 27.72 66,466,735.98 6,952.67 29,830.77 

Delivery date 08/28/2008 
Escrow purchase date 08/29/2008 
Arbitrage yield 4.3 16845% 
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FORM 8038 STATlSTICS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Dated Date 08/28/2008 
Delivery Date 08/28/2008 

Bond Component Date Principal Coupon Price Issue Price 
Redemption 
at Maturity 

Serial Bonds: 
09/01/2009 
09/01/2010 
09/01/2011 
09/01/2012 
09/01/2013 
09/01/2014 
09/01/2015 
09/01/2016 
09/01/2017 
09/01/2018 
09/01/2019 
09/01/2020 
09/01/202 1 
09/01/2022 
0910 112023 
09/01/2024 
09/01/2025 
09/01/2026 
09/01/2027 
09/01/2028 
0910 112029 
09/01/2030 
09/01/203 1 
09/01/2032 
09/01/2033 

Stated Weighted Net 
Maturity Interest Issue Redemption Average Interest 

Date Rate Price at Maturity Maturity Yield Cost 
- 

Firial Maturity 09/01/2033 3.614% 4,745,000.00 4,745,000.00 
Entire Issue 65,170,000.00 65,170,000.00 16.2599 4.3168% 3.6140% 

Proceeds used for accmed interest 
Proceeds used for bond issuance costs (including underwriters' discount) 
Proceeds used for credit enhancement 
Proceeds allocated to reasonably required reserve or replacement fund 
Proceeds used to currently rehnd prior issues 
Proceeds used to advance refund prior issues 
Remaining weighted average maturity of the bonds to be currently refunded 
Remaining weighted average maturity of the bonds to be advance refunded 
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FORM 8038 STATISTICS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Refunded Bonds 

Bond 
Component Date Principal Coupon Price Issue Price 

1998 Lease Revenue Bonds (10th Sh 
SERIAL 0910 112008 
SERIAL 09/01/2009 
SERIAL 0910 1 120 10 
SERIAL 09/01/2011 
SERIAL 0910 1/20 12 
SERIAL 0910 1/20 13 
TERM16 09/01/2014 
TERM16 09/01/2015 
TERM16 09/01/2016 
TERM20 0910 1/2017 
TERM20 09/01/2018 
TERM20 09/01/2019 
TERM20 09/01/2020 
TERM24 0910 11202 1 
TERM24 09/01/2022 
TERM24 09/01/2023 
TERM24 09/01/2024 
TERM29 09/01/2025 
TERM29 0910 112026 
TERM29 09/01/2027 
TERM29 09/01/2028 
TERM29 0910 112029 
TERM33 09/01/2030 
TERM33 09/01/2031 
TERM33 0910 112032 
TERM33 09/01/2033 

2007 Lease Revenue Bonds - ARS: 
SERIAL 09/03/2008 
SERIAL 09/01/2009 
SERIAL 0910 1 120 10 
SERIAL 09/01/2011 
SERIAL 0910 11201 2 
SERIAL 0910 1/20 13 
SERIAL 0910 1 /20 14 
SERIAL 0910 1/20 15 
SERIAL 0910 1/20 16 
SERIAL 09/01/2017 
SERIAL 0910 1/20 18 
SERIAL 0910 1/20 19 
SERIAL 0910 112020 
SERIAL 0910 11202 1 
SERIAL 09/01/2022 
SERIAL 09/01/2023 
SERIAL 0910 112024 
SERIAL 0910 112025 
SERIAL 0910 112026 
SERIAL 0910 112027 
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FORM 8038 STATISTICS 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds wl LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Refunded Bonds 

Bond 
Component Date Principal Coupon Price Issue Price 

2007 Lease Revenue Bonds - ARS: 
SERIAL 0910 112028 3,500,000.00 3.700% 100.000 3,500,000.00 
SERIAL 0910 112029 3,625,000.00 3.700% 100.000 3,625,000.00 
SERIAL 09/01/2030 3,775,000.00 3.700% 100.000 3,775,000.00 
SERIAL 0910 11203 1 3,925,000.00 3.700% 100.000 3,925,000.00 
SERIAL 09/01/2032 4.075.000.00 3.700% 100.000 4,075.000.00 
SERIAL 0910 1/2033 4;250;o00.00 3.700% 100.000 4;250;000.00 

61,450,000.00 61,450,000.00 

Remaining 
Last Weighted 
Call Issue Average 
Date Date Maturity 

-- - 

1998 Lease Revenue Bonds (1 0th Street) 
2007 Lease Revenue Bonds - ARS 
All Refbnded Issues 
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UNDERWRITER'S DISCOUNT 

City of Modesto Public Financing Authority 
2008 Lease Revenue Refunding Bonds w/ LOC 

Refunding of 1998 and 2007 Lease Revenue Bonds 
FINAL Numbers with Updated Sources and Uses of Funds 

Undenniter's Discount YlO00 Amount 

Average Takedown 1.50000 97,755.00 
Management Fee 1 .OOOOO 65,170.00 
Underwriter's Counsel 0.3836 1 25,000.00 
SIFMA 0.03000 1,955.10 
CDIAC 0.04603 3,000.00 
Cal PSA 0.01000 65 1.70 
DTC 0.00437 285.00 
CUSIP 0.00213 139.00 
Muni Service Fee 0.0092 1 600.00 
TraveVMisc. 0.0537 1 3,500.00 
Underwriter Day Loan 0.01246 812.14 

3.05153 198,867.94 
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