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CLOSING MEMORANDUM

$65,170,000
Modesto Public Financing Authority
Lease Revenue Refunding Bonds
Series 2008

CLOSING SCHEDULE

Wednesday, August 27, 2008 at 1:00 p.m. Sidley Austin LLP Preclosing
555 California Street, 20™ Floor
San Francisco, California 94104
Telephone: (415) 772-1200
Facsimile: (415) 772-7400

Thursday, August 28, 2008 at 8:00 a.m.  Sidley Austin LLP Closing
555 California Street, 20™ Floor
San Francisco, California 94104
Telephone: (415) 772-1200
Facsimile: (415) 772-7400
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$65,170,000
Modesto Public Financing Authority

Lease Revenue Refunding Bonds
Series 2008

MEMORANDUM OF LEGAL PAPERS
to be included in transcripts
relating to the above-mentioned Bonds (the “Series 2008 Bonds”)

* ok ok & ok ok ok ok ok ok

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”, “UW?” 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 & Raluth (“Disclosure Counsel” or “DC”)
Orrick Herringtén & 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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$65,170,000
Modesto Public Financing Authority
Lease Revenue Refunding Bonds
Series 2008

Pre-closing

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.

SF1 1502482



$65,170,000
Modesto Public Financing Authority
Lease Revenue Refunding Bonds
Series 2008

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.
I LEGAL DOCUMENTS
A. Executed counterparts of the INDENTURE, dated as of August 1, 2008, by

SF1 1502482

and between the Authority and the Trustee. (BC)

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

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

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

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

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

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

LETTER OF CREDIT. (Bank Counsel)

REIMBURSEMENT AGREEMENT, between the City, Authorlty and Credit
Facility Provider. (Bank Counsel)

(i)

Index

Number



II.

I11.

DOCUMENTS RELATING TO THE SALE OF THE SERIES 2008
BONDS

Executed counterparts of the BOND PURCHASE CONTRACT, dated
August 27, 2008 (the “Purchase Contract”), by and between the Authority and
the Underwriter and approved by the City. (UC)

BLUE SKY MEMORANDUM, dated August 21, 2008. (UC)

PRELIMINARY OFFICIAL STATEMENT, dated August 21, 2008, pursuant
to Section 8(f)(4) of the Purchase Contract. (DC)

OFFICIAL STATEMENT, dated August 26, 2008, pursuant to
Section 8(f)(4) of the Purchase Contract. (DC)

RECEIPT FOR SERIES 2008 BONDS, executed by the Underwriter. (BC)
SPECIMEN BOND. (BC)

RATING LETTERS from Fitch and S&P for the Series 2008 Bonds, together
with UNDERLYING RATING LETTERS, pursuant to Section 8(f)(28) of the
Purchase Contract. (Insurer and UW)

REMARKETING AND INTEREST SERVICE AGREEMENT, between the
Authority and the Underwriter. (UW)

CERTIFICATE OF THE REMARKETING AGENT, pursuant to Section
8(£)(29) of the Purchase Contract. (UC)

California Debt and Investment Advisory Commission (i) REPORT OF
PROPOSED DEBT ISSUANCE,; (ii) ACKNOWLEDGEMENT; and (iii)
REPORT OF FINAL SALE, pursuant to Section 8(f)(26) of the Purchase
Contract. (BC)

CERTIFICATE of the Credit Facility Provider, pursuant to Section 8(f)(16)
of the Purchase Contract. (BC)

ESCROW AGREEMENTS AND VERIFICATION REPORT

ESCROW AGREEMENT relating to the 1998 Bonds, dated as of August 1,
2008, between the Authority and the 1998 Escrow Agent, together with the
Instructions to the Trustee and Form of Notice of Redemption. (BC)

(iii)
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Index
_ Number

B. ESCROW AGREEMENT relating to the 2007 Bonds, dated as of August 1, 22
2008, between the Authority and the 2007 Escrow Agent together with the
Instructions to the Trustee and Form of Notice of Redemption. (BC)

C. Copy of the executed VERIFICATION REPORT relating to the 1998 Bonds 23
and 2007 Bonds, pursuant to Section 8(f)(28) of the Purchase Contract.
(Verification Agent)

IV.  DOCUMENTS RELATING TO THE AUTHORITY

A. Certified copy of Resolution No. 02-2008 of the Commission of the 24
Authority, adopted on August 6, 2008, entitled “A RESOLUTION OF THE
MODESTO 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.” (BC)

B. CLOSING, SIGNATURE and INCUMBENCY CERTIFICATE of the 25
Authority, pursuant to Section 8(f)(13) of the Purchase Contract and as
required by the Swap Agreement. (BC)

C. CERTIFICATE Regarding Joint Exercise Of Powers Agreement, together 26
with Exhibits. (BC)

D. AFFIDAVITS OF FILING OF CERTIFIED SIGNATURE. (BC) 27

E. DTC Blanket Issuer LETTER OF REPRESENTATIONS for the Authority, 28
pursuant to Section 8(f)(27) of the Purchase Contract. (BC)

F. WRITTEN REQUEST OF THE AUTHORITY to the Trustee and TRUSTEE 29
CERTIFICATE OF DELIVERY AND PAYMENT. (BC)

G. COSTS OF ISSUANCE REQUISITION of the Authority. (BC) 30

DIRECTION OF THE AUTHORITY to 1998 Trustee. (BC) 31

(iv)
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VI.
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DIRECTION OF THE AUTHORITY to 2007 Trustee. (BC)

DOCUMENTS RELATING TO THE CITY

Certified copy of Resolution No. 2008-453 of the City Council of the City,
adopted August 6, 2008, entitled “A RESOLUTION OF THE CITY
COUNCIL OF THE CITY OF MODESTO APPROVING AND
AUTHORIZING THE ISSUANCE AND SALE BY THE MODESTO
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.” (BC)

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

2008 TITLE INSURANCE POLICY. (City)
CERTIFICATE of the Risk Manager. (BC)

DOCUMENTS RELATING TO THE REDEVELOPMENT AGENCY

Certified copy of Resolution No. 14-2008 of the Redevelopment Agency of
the City of Modesto, adopted August 6, 2008, entitled “A RESOLUTION OF
THE REDEVELOPMENT AGENCY OF THE CITY OF MODESTO
AUTHORIZING THE EXECUTION AND DELIVERY OF A 10™ STREET
GARAGE FACILITIES LEASE AND AUTHORIZING AND APPROVING
SUCH OTHER DOCUMENTS AND THE TAKING OF ALL NECESSARY
ACTION IN CONNECTION THEREWITH.” (BC)

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

CLOSING, SIGNATURE and INCUMBENCY CERTIFICATE of the

Redevelopment Agency, pursuant to Section 8(f)(14) of the Purchase
Contract. (BC)

V)

Index
_ Number
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VIL
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IX.
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DOCUMENTS RELATING TO THE FINANCING AGENCY

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)

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

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

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

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

CERTIFICATE OF RELEASE AND SATISFACTION of 1998 Trustee.
(BO)

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

OPINIONS

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

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

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

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

(vi)

Index
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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)(11) 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. # 51513754) of Bank of
America, N.A. (the “Confirmation”), dated August 22, 2008. (Swap Provider
and BC)

(vi1)

Index
Number
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53

54

55
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Index
Number

E. SWAP TERMINATION CONFIRMATION and SWAP POLICY 61
CANCELLATION AGREEMENT. (Swap Counsel)

F. SWAP PROVIDER CERTIFICATE, as to incumbency and signatures of 62
certain officers of Bank of America, N.A.. (Swap Provider)

G. OPINION OF BOND COUNSEL Regarding Interest Rate Swap, as required 63
by the Swap Agreement. (BC)

H. OPINION OF COUNSEL TO BANK OF AMERICA, N.A., as required by 64
the Swap Agreement. (Swap Provider Counsel)

L. OPINION OF THE AUTHORITY COUNSEL, as required by the Swap 65
Agreement. (City Attorney)

XI. RELATED PRIOR FINANCING DOCUMENTS

A. MASTER AGREEMENT among the County, City, Joint Powers Agency and 66
Redevelopment Agency, approved July 22, 1997. (BC)

B. REIMBURSEMENT AGREEMENT, dated as of March 1, 1998, by and 67
between the City and the Redevelopment Agency. (BC)

C. Certified copy of the FACILITY LEASE, dated as of April 1, 2007, by and 68
between the Authority and the City. (BC)

D. Certified copy of the SUBLEASE, dated as of April 1, 2007, by and between 69
the Authority and the City. (BC)

E. Certified copy of the LEASE/PURCHASE AGREEMENT, dated as of 70
March 1, 1998, as amended by Amendment No. 1 to Lease/Purchase
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, each by and between the
Authority and the City. (BC)

F. Certified copy of the SITE LEASE (Parks Project, Police Headquarters 71
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)

G. Certified copy of the SITE LEASE (Parking Garage), dated as of March 1, 72
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)
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H. Certified copy of the FACILITIES LEASE (Communications Dispatch
Center), dated as of March 1, 1998, by and between the Authority and the
City. (BC)

L. Certified copy of the FACILITIES LEASE (City-County Administration
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,
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
REIMBURSEMENT AGREEMENT

XIII. MISCELLANEOUS

A.  DISTRIBUTION LIST. (BC)
B. CLOSING MEMORANDUM

C. PRICING INFORMATION. (BC)

(ix)
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MODESTO PUBLIC FINANCING AUTHORITY
and

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

INDENTURE

Dated as of August 1, 2008

relating to

$65,170,000
MODESTO PUBLIC FINANCING AUTHORITY
LEASE REVENUE REFUNDING BONDS
SERIES 2008
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THIS INDENTURE, made and entered into as of August 1, 2008, by and between the
MODESTO 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”);

WITNESSETH:

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;

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

1
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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 ]

DEFINITION'S; CONTENT OF CERTIFICATES AND OPINIONS

SECTION 1.01. 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.
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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.

Act

“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
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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 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).

Authorizéd 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, $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

“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.

SF1 1502602 47922/0



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 (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 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 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 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. '
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Bond Insurer Failure

“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,y
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. Any such instrument and supporting opinions or representations, if any, may, but need
not, be combined in a single instrument with any other instrument, opinion or representation, and
the two or more so combined shall be read and construed as a single instrument. If and to the
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extent required by Section 1.02, each such instrument shall include the statements provided for in
Section 1.02.

City

“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 [ssuance

“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

“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
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~ 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)(1) 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.

8
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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.
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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 termilnation 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.

11
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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 determmed for the Flexible Rate
Bonds pursuant to Section 2.11 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 2.11 hereof.
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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.
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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: (1) 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” 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 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,
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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 ExhibitB 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.
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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 Trubtee’s receipt of such notice from the
Authority; and (viii) any date specified for a Mandatory Credit Tender.
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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 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

“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. '
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New Mode

“New Mode” shall have the meaning specified in Section 2.15(A)(1) hereof.

Noticed Termination Date

“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 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.

Qutstanding

“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,

18

SF1 1502602 47922/0



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:

(D 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 markét 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;

@) 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
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Person

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 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” 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

Project

“Prior Bonds” means the Series 1998 Bonds and the Series 2007 Bonds.

“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.
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Providers

“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

“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 (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, 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.
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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.
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Remarketing 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.
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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

“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.

4

Serial Bonds

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

“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 Project

“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 L1qu1d1ty
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.
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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.
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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 (180) 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 Project

“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
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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 (1) 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,”
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“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 II

THE BONDS

SECTION 2.01. Authorization 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 manner 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 o