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Staff Report   
City of Manhattan Beach 

  
 

TO:  Honorable Mayor Tell and Members of the City Council 
 
THROUGH: Geoff Dolan, City Manager 
 
FROM: Bruce Moe, Finance Director 

 
DATE: November 21, 2006 
 
SUBJECT: Consideration of Resolution Authorizing the Replacement of the Existing Letter of 

Credit and Reimbursement Agreement for the City’s share of the Debt for the South 
Bay Regional Public Communications Authority Facility 

 
 
RECOMMENDATION: 
The Finance Subcommittee and staff recommend that the City Council: a) adopt Resolution No. 
6073 approving the replacement of the existing letter of credit from Allied Irish Bank with a letter 
of credit from Bank of America and execution of a new Reimbursement Agreement with Bank of 
America for the City’s share of the debt for the South Bay Regional Public Communications 
Authority facility, and b) appropriate $25,000 from the General Fund balance. 
 
FISCAL IMPLICATION: 
The replacement letter of credit carries certain costs which have been estimated at $25,000.  This 
includes rating agency review, bond counsel, bank counsel, and administrative bank fees.  Those 
funds are unbudgeted and need to be appropriated by City Council in order to effect this 
transaction. On-going costs for the letter of credit, estimated to be approximately $9,000 annually, 
are charged and paid through budgeted funds. 
 
BACKGROUND: 
In 2001, the South Bay Regional Public Communications Authority (RCC) constructed a new 
dispatch center in Hawthorne.  The financing for the project came through bonds issued by the 
RCC on behalf of each of the member agencies (Manhattan Beach, Hawthorne and Gardena).  
Manhattan Beach and Hawthorne chose to utilize variable rate debt, while Gardena chose a fixed 
rate instrument.  Our portion of the bond debt was $2.18 million including all costs of issuance. 
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The variable rate debt is tied to a letter of credit1 (LOC) in the City’s name.  Currently, that LOC is 
provided by Allied Irish Bank (AIB).  AIB has informed us that as of January 17, 2007, they will 
no longer provide us that LOC due to the small dollar value.  As a result, we must provide a 
replacement LOC with a new financial partner by December 15, 2006. 
 
DISCUSSION: 
In 2002, the City used a similar LOC-variable rate debt structure to refinance debt for the Marine 
Avenue Sports Fields.  The LOC for that financing was provided by Bank of America.  Given our 
success and positive results with Bank of America for the past several years on the sports fields 
debt, we believes it is in our best interest to partner with them again for this requirement.  
 
Bank of America has offered to provide us a new LOC for the RCC debt at the same terms as our 
current LOC for Marine Avenue Park (.40%, which is slightly lower than AIB’s .45% rate).  This 
rate is estimated to be 10 to 35 basis points below what it would cost us to have the LOC with 
another institution, making Bank of America a cost effective solution. 
 
In order to change the LOC, City Council must approve a new Reimbursement Agreement with 
Bank of America to replace the previous agreement with AIB.   The Reimbursement Agreement 
ensures that the bank will be reimbursed by the City for any draws made against the Letter of 
Credit to make the principal and interest payments.  
 
The Finance Subcommittee reviewed this issue at their October 30, 2006 meeting, and approved 
this plan.  As a result, we are seeking Council approval to proceed. 
 
 
Attachment  A – Resolution No. 6073 
  B – Reimbursement Agreement 
   

                     
1 Each series of bonds are supported by the letter of credit which is drawn upon by the Trustee 
to pay the principal and interest due.  The City then reimburses the bank for that draw, thus the 
need for a reimbursement agreement. 
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 REI MBURSEMENT AGREEMENT 
 
 
 bet ween 
 
 
 BANK OF AMERI CA,  N. A.  
 
 
 and 
 
 
 CI TY OF MANHATTAN BEACH 
 
 
 
 Dat ed as of  December  1,  2006 
 
 
 

Rel at i ng t o t he  
 

$2,180,000 SOUTH BAY  REGIONAL PUBLIC COMMUNICATIONS AUTHORITY VARIABLE 
RATE DEMAND REVENUE BONDS 

2001 SERIES C (CITY OF MANHATTAN BEACH PROJECT) 
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 REI MBURSEMENT AGREEMENT 
 
 

Thi s REI MBURSEMENT AGREEMENT ( t he “Agr eement ”)  i s made as of  December  1,  
2006 by and bet ween BANK OF AMERI CA,  N. A. ,  a nat i onal  banki ng associ at i on ( t he 
“Bank”)  and t he CI TY OF MANHATTAN BEACH,  a muni ci pal  cor por at i on and gener al  l aw 
ci t y or gani zed under  const i t ut i on and t he l aws of  t he St at e of  Cal i f or ni a ( t he 
“Ci t y”) .  

 
RECI TALS 

 
I  

 
 

A.  The Ci t y i s a member  of  t he Sout h Bay Regi onal  Publ i c Communi cat i ons 
Aut hor i t y,  a Cal i f or ni a j oi nt  power s aut hor i t y ( t he ”Aut hor i t y”) .   
The Aut hor i t y pr evi ousl y i ssued i t s Var i abl e Rat e Demand Revenue 
Bonds 2001 Ser i es C ( Ci t y of  Manhat t an Beach Pr oj ect )  ( t he “Bonds”) ,  
t he pr oceeds of  whi ch wer e used f or  t he acqui si t i on,  const r uct i on,  
i nst al l at i on and equi ppi ng of  a consol i dat ed,  r egi onal  comput er -
assi st ed di spat ch syst em ( t he “Pr oj ect ”)  t o pr omot e t he publ i c saf et y 
of  t he member s of  t he Aut hor i t y ( t he ”Member s”) ,  i ncl udi ng t he Ci t y.  

 
B.  Each Member  ent er ed i nt o an oper at i ng and ser vi ce agr eement  ( t he 

“Oper at i ng Agr eement s)  wi t h t he Aut hor i t y pur suant  t o whi ch t he 
Aut hor i t y owns and oper at es t he Pr oj ect  f or  t he benef i t  of  t he 
Member s and each Member  agr ees t o pay,  on a pr o r at a basi s,  i t s 
por t i on of  t he cost  of  t he Pr oj ect  ( t he “Pr oj ect  Fi nanci ng Payment s”)  
and t he cost  of  i t s annual  oper at i on ( t he ”Oper at i ng Payment s”)  
( col l ect i vel y,  t he “Member  Payment s. ” 

 
C.  The Aut hor i t y i ssued t hr ee ser i es of  r evenue bonds t o f i nance t he 

Pr oj ect ,  each ser i es secur ed by Pr oj ect  Fi nanci ng Payment s made by 
one t he t hr ee Member s.   The Bonds wer e i ssued by t he Aut hor i t y 
pur suant  t o an I ndent ur e dat ed as of  Januar y  1,  2001 ( t he “Ser i es C 
I ndent ur e”)  bet ween t he Aut hor i t y and BNY West er n Tr ust  Company ( t he 
“Tr ust ee”) ,  and ar e secur ed by  a separ at e pl edge of  t he Pr oj ect  
Fi nanci ng Payment s and ot her  amount s t o t he ext ent  r ecei ved by t he 
Aut hor i t y ( t he “Revenues”)  pur suant  t o an Oper at i ng Agr eement  dat ed 
as of  Januar y 1,  2001 ( t he “Ser i es C Oper at i ng Agr eement ”)  bet ween 
t he Aut hor i t y and t he Ci t y.    The out st andi ng pr i nci pal  amount  of  
t he Bonds i s $[ 1, 800, 000] .  

  
D.  I n or der   t o suppor t  payment  of  pr i nci pal  and i nt er est  wi t h 

r espect  t o t he Bonds,  Al l i ed I r i sh Banks,  p. l . c.  ( AI B”)  i ssued i t s 
 i r r evocabl e l et t er  of  cr edi t  f or  t he account  of  t he Ci t y ( t he 
“AI B Let t er  of  Cr edi t ”) ,  and t he AI B Let t er  of  Cr edi t  wi l l  expi r e 
on Januar y 17,  2006.  
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E.  I n or der  t o pr ovi de a subst i t ut e l et t er  of  cr edi t  f or  t he AI B Let t er  
of  Cr edi t  and t o pr ovi de a sour ce f or  payment  when due of  t he 
pr i nci pal  of  and i nt er est  on and t he pur chase pr i ce of  t he Bonds,  
t he Bank wi l l  pr ovi de a l et t er  of  cr edi t  ( t he “Let t er  of  Cr edi t ”)  
pur suant  t o t hi s Let t er  of  Cr edi t  and Rei mbur sement  Agr eement ,  dat ed 
as of  December  1,  2006 ( t he “Agr eement ”)  i ni t i al l y i n t he amount  of  
$_______________. 00,  such Let t er  of  Cr edi t  t o const i t ut e “Subst i t ut e 
Secur i t y” pur suant  t o t he Ser i es C I ndent ur e;  

 
F.  The Bank i s wi l l i ng t o pr ovi de t he Let t er  of  Cr edi t  t o t he Tr ust ee 

upon t he t er ms and condi t i ons her ei n set  f or t h.  
 
 
NOW,  THEREFORE,  i n consi der at i on of  t he f or egoi ng r eci t al s and t he 

covenant s cont ai ned her ei n,  and i n or der  t o i nduce t he Bank t o i ssue i t s l et t er  
of  cr edi t ,  t he Ci t y and t he Bank her eby agr ee as f ol l ows ( capi t al i zed t er ms used 
her ei n and not  ot her wi se def i ned have t he meani ng set  f or t h i n Sect i on 1 her eof ) :  
 
 
 ARTI CLE ONE 
 
 DEFI NI TI ONS 
 

Sect i on 1. 1 Def i ni t i ons.   Capi t al i zed t er ms not  def i ned i n t hi s 
Agr eement  shal l  have t he meani ngs assi gned t o t hem i n t he I ndent ur e.  I n addi t i on 
t o t er ms def i ned el sewher e i n t hi s Agr eement ,  as used her ei n t he f ol l owi ng t er ms 
shal l  have t he f ol l owi ng meani ngs unl ess t he cont ext  ot her wi se r equi r es,  and such 
meani ngs shal l  be equal l y appl i cabl e t o bot h si ngul ar  and pl ur al  f or ms of  t he 
t er ms her ei n def i ned:  
 

" Agr eement "  shal l  mean t hi s Rei mbur sement  Agr eement ,  as t he same may 
f r om t i me t o t i me be amended,  suppl ement ed or  ot her wi se modi f i ed i n accor dance 
wi t h i t s t er ms.  
 

" Aut hor i zed Repr esent at i ve"  shal l  mean such per son at  t he t i me and 
f r om t i me t o t i me aut hor i zed by r esol ut i on t o act  on behal f  of  t he Ci t y by 
wr i t t en cer t i f i cat e f ur ni shed t o t he Bank.  
 
  " Bank"  shal l  mean Bank of  Amer i ca,  N. A.  
 
  “Bank Bonds” shal l  mean t he Bonds hel d by t he Tender  Agent  f or  t he 
benef i t  of  t he Bank as pr ovi ded i n Sect i on 2. 15 of  t he I ndent ur e.  
 
  “Bonds” shal l  mean t he Sout h Bay Regi onal  Publ i c Communi cat i ons 
Aut hor i t y Var i abl e Rat e Demand Revenue Bonds,  2001 Ser i es C ( Ci t y of  Manhat t an 
Beach Pr oj ect ) .  
 

" Busi ness Day"  shal l  mean a day ot her  t han a Sat ur day,  Sunday or  
ot her  day on whi ch commer ci al  banks ar e aut hor i zed t o cl ose,  or  ar e i n f act  
cl osed,  i n t he st at e wher e t he Bank' s l endi ng of f i ce i s l ocat ed.  
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" Ci t y"  shal l  mean t he Ci t y of  Manhat t an Beach,  a muni ci pal  

cor por at i on and gener al  l aw ci t y dul y or gani zed and exi st i ng under  and by vi r t ue 
of  t he const i t ut i on and t he l aws of  t he St at e of  Cal i f or ni a.  
 

" Dat e of  I ssuance"  shal l  mean t he dat e on whi ch t he Bank del i ver s t he 
Let t er  of  Cr edi t  pur suant  t o t hi s Agr eement .  
 

" Def aul t  Rat e"  shal l  mean t he Pr i me Rat e pl us 2% per  annum.  
 

" Dr awi ng"  shal l  mean a dr awi ng under  t he Let t er  of  Cr edi t  r esul t i ng 
f r om t he pr esent at i on t o t he Bank by t he Tr ust ee of  a cer t i f i cat e i n t he f or m of  
Annex A,  B,  C or  D t o t he Let t er  of  Cr edi t .  
 

" Dr awi ng Dat e"  shal l  mean t he dat e on whi ch t he Bank pays a Dr awi ng 
on t he Let t er  of  Cr edi t .  
 

" Event  of  Def aul t "  shal l  mean any event  speci f i ed i n Sect i on 6. 1 of  
t hi s Agr eement ,  pr ovi ded t hat  any r equi r ement  f or  not i ce,  l apse of  t i me,  or  bot h,  
or  any ot her  condi t i on has been sat i sf i ed.  
 

" Expi r at i on Dat e"  shal l  mean t he expi r at i on dat e speci f i ed i n t he 
Let t er  of  Cr edi t ,  unl ess t he Expi r at i on Dat e of  t he Let t er  of  Cr edi t  i s ext ended 
i n accor dance wi t h Sect i on 2. 1 her eof ,  i n whi ch case t he Expi r at i on Dat e shal l  
mean t he dat e t o whi ch t he Let t er  of  Cr edi t  has been ext ended.  
 
   

" Let t er  of  Cr edi t "  shal l  mean t he i r r evocabl e di r ect  pay l et t er  of  
cr edi t  t o be i ssued by t he Bank pur suant  her et o f or  t he account  of  t he Ci t y i n 
f avor  of  t he Tr ust ee t o suppor t  payment  of  t he Bonds,  i n subst ant i al l y t he f or m 
of  Exhi bi t  A t o t hi s Agr eement  wi t h appr opr i at e i nser t i ons,  as i t  may be amended 
or  suppl ement ed f r om t i me t o t i me.  
 

" Let t er  of  Cr edi t  Commi t ment "  shal l  mean U. S.  $_________. 00,  whi ch i s 
compr i sed of  a pr i nci pal  component  of  $[ 1, 800, 000. 00]  and an i nt er est  component  
of  $_______. 00.   

 
" Obl i gat i ons"  shal l  mean t he f ees r el at i ng t o t he Let t er  of  Cr edi t ,  

any and al l  obl i gat i ons of  t he Ci t y t o r ei mbur se t he Bank f or  a dr awi ng under  t he 
Let t er  of  Cr edi t ,  and al l  ot her  obl i gat i ons of  t he Ci t y t o t he Bank ar i si ng under  
or  i n r el at i on t o t hi s Agr eement .  
 

" Payment  Of f i ce"  shal l  mean wi t h r espect  t o t he Bank,  t he of f i ce of  
t he Bank l ocat ed at  t he addr ess set  f or t h i n Sect i on 7. 2 her eof  or  such ot her  
of f i ce as t he Bank may f r om t i me t o t i me desi gnat e.  
 

" Per son"  means a nat ur al  per son,  a f i r m,  a cor por at i on,  a 
par t ner shi p,  an associ at i on,  a t r ust  or  any ot her  ent i t y or  or gani zat i on,  
i ncl udi ng a gover nment  or  pol i t i cal  subdi vi si on or  any agency or  i nst r ument al i t y 
t her eof .  
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 “Pr i me Rat e” shal l  mean t he r at e of  i nt er est  publ i cl y announced f r om 
t i me t o t i me by t he Bank as i t s Pr i me Rat e.   The Pr i me Rat e i s set  by t he Bank 
based on var i ous f act or s,  i ncl udi ng t he Bank’s cost s and desi r ed r et ur n,  gener al  
economi c condi t i ons and ot her  f act or s,  and i s used as a r ef er ence poi nt  f or  
pr i ci ng some l oans.   The Bank may pr i ce l oans t o i t s cust omer s at ,  above,  or  
bel ow t he Pr i me Rat e.   Any change i n t he Pr i me Rat e shal l  t ake ef f ect  at  t he 
openi ng of  busi ness on t he day speci f i ed i n t he publ i c announcement  of  a change 
i n t he Bank' s Pr i me Rat e.  
 

“Pr oj ect ” shal l  have t he meani ng assi gned t o t hat  t er m i n Reci t al  B.  
 
“Rel at ed Document s"  shal l  have t he meani ng set  f or t h i n Sect i on 

3. 1( b)  her eof .  
 
“Ser i es C I ndent ur e” shal l  have t he meani ng set  f or t h i n Reci t al  C.  
 
“Ser i es C Oper at i ng Agr eement ” shal l  have t he meani ng set  f or t h i n 

Reci t al  C.  
 
" St at ed Amount "  shal l  mean t he pr i nci pal  amount  avai l abl e t o be dr awn 

under  each Let t er  of  Cr edi t .  
 
  “ 
 ARTI CLE TWO 
 
 LETTER OF CREDI T 
 

Sect i on 2. 1.   I ssuance of  Let t er  of  Cr edi t ;  Ext ensi on of  Let t er  of  
Cr edi t .  
 

( a)  Ext ensi on of  Cr edi t .  The Bank her eby agr ees,  on t he t er ms 
and subj ect  t o t he condi t i ons her ei naf t er  set  f or t h,  t o i ssue t he Let t er  of  
Cr edi t  t o t he Tr ust ee,  i n accor dance wi t h t he t er ms of  t hi s Sect i on 2. 1.   The 
Let t er  of  Cr edi t  shal l  be i ssued by t he Bank upon sat i sf act i on by t he Ci t y of  al l  
condi t i ons pr ecedent  set  f or t h i n Sect i on 3. 1 her eof ,  and f or  a st at ed t er m f r om 
t he dat e of  t he Let t er  of  Cr edi t  t o t he Expi r at i on Dat e.    

 
( b)  Ext ensi on of  Expi r at i on Dat e.   The i ni t i al  Expi r at i on Dat e f or  

t he Let t er  of  Cr edi t  shal l  be December  15,  2009;  pr ovi ded t hat  t he Expi r at i on 
Dat e may be ext ended on an annual  basi s,  commenci ng December  15,  2007,  f or  a 
per i od of  at  l east  one year .   Any r equest  f or  an ext ensi on of  t he Let t er  of  
Cr edi t  must  be i n wr i t i ng and accompani ed by such i nf or mat i on as t he Bank may 
r easonabl y r equest  and such r equest  must  be r ecei ved by t he Bank no l at er  t han 90 
days pr i or  t o t he Expi r at i on Dat e t hen i n ef f ect .   The Bank,  i n i t s sol e and 
absol ut e di scr et i on,  may el ect  not  t o ext end t he t er m of  t he Let t er  of  Cr edi t .   
I f  t he Bank has not  agr eed t o t he r equest  f or  ext ensi on i n wr i t i ng wi t hi n 45 days 
af t er  t he Bank r ecei ved t he Ci t y’s wr i t t en r equest  and t he ot her  i nf or mat i on 
r equest ed by t he Bank,  t he Ci t y’s r equest  shal l  be deemed t o be deni ed.  

 
( c)  Dr awi ng on t he Let t er  of  Cr edi t .   Dr awi ngs t o be made under  t he 

Let t er  of  Cr edi t  shal l  be made by pr esent at i on by hand del i ver y,  by t el ecopy,  
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wi t h r ecei pt  conf i r med,  wi t h an or i gi nal  t o f ol l ow by mai l ,  i n t he f or m of  a 
si ght  dr af t ,  accompani ed by t he appr opr i at e annex submi t t ed by t he Tr ust ee and no 
f ur t her  pr esent at i on of  document at i on,  i ncl udi ng t he or i gi nal  Let t er  of  Cr edi t ,  
need be made;  i t  bei ng under st ood t hat  t he t el ecopy,  wi t h r ecei pt  conf i r med,  
shal l  i n al l  event s be consi der ed t o be t he sol e oper at i ve i nst r ument  of  dr awi ng.  
 The Bank may r el y upon any such t el ecopy dr awi ng t hat  t he Bank,  i n good f ai t h,  
bel i eves t o have been di spat ched by t he Tr ust ee.  

 
( d)  Reduct i on and Rei nst at ement .   The St at ed Amount  of  t he Let t er  

of  Cr edi t  shal l  be r educed by t he amount  of  each Dr awi ng,  and shal l  be r ei nst at ed 
f ol l owi ng cer t ai n Dr awi ngs,  al l  as pr ovi ded i n t he Let t er  of  Cr edi t .  

 
Sect i on 2. 2.   Rei mbur sement  of  Dr awi ngs.  

 
( a)  Subj ect  t o Sect i on 2. 5,  t he Ci t y her eby agr ees t o r ei mbur se t o 

t he Bank f or  any Dr awi ng under  t he Let t er  of  Cr edi t  as f ol l ows:  ( i )  on t he same 
day est abl i shed under  t he Ser i es C I ndent ur e f or  payment  of  amount s due wi t h 
r espect  t o t he Bonds,  a sum equal  t o t he amount  dr awn on t he Let t er  of  Cr edi t  on 
such payment  dat e t o pay r egul ar l y schedul ed payment s of  pr i nci pal  of  and 
i nt er est  accr ued on t he Bonds;  ( i i )  upon demand,  upon t he occur r ence of  an Event  
of  Def aul t ,  i nt er est  on al l  Obl i gat i ons,  i ncl udi ng al l  out st andi ng Dr awi ngs,  at  
t he Def aul t  Rat e;  and ( i i i )  no l at er  t han t hi r t y ( 30)  days f ol l owi ng t he dat e of  
a Dr awi ng t o pay t he pur chase pr i ce of  t ender ed Cer t i f i cat es,  t he amount  dr awn 
under  t he Let t er  of  Cr edi t ,  t oget her  wi t h i nt er est  t her eon at  t he Pr i me Rat e.  

 
( b)  The Ci t y her eby agr ees t o pay i nt er est  on t he unpai d pr i nci pal  

amount  of  each Dr awi ng at  a r at e per  annum equal  t o t he Pr i me Rat e.    The 
pr i nci pal  amount  of  any Dr awi ng not  pai d when due shal l  bear  i nt er est  at  t he 
Def aul t  Rat e.    

 
( c)  I f  t he Ci t y shal l  f ai l  t o pay when due ( whet her  at  mat ur i t y,  on 

demand,  by r eason of  accel er at i on or  ot her wi se)  any amount  due and unpai d 
her eunder ,  each such unpai d amount  shal l  ( t o t he ext ent  per mi t t ed by appl i cabl e 
l aw)  bear  i nt er est  f or  each day f r om and i ncl udi ng t he dat e i t  was so due unt i l  
pai d i n f ul l  at  a r at e per  annum equal  t o t he Def aul t  Rat e,  payabl e on demand.  

 
Sect i on 2. 3.   Let t er  of  Cr edi t  Fees and Ot her  Payment s.  
 
Let t er  of  Cr edi t  Fee.   The Ci t y agr ees t o pay an annual  Let t er  of  

Cr edi t  f ee equal  t o ( i )  t he number  of  per cent age poi nt s i ndi cat ed bel ow f or  t he 
t hen- cur r ent  i ssuer  gener al  obl i gat i on r at i ngs by St andar d & Poor ’s Rat i ng 
Ser vi ce and Moody’s I nvest or  Ser vi ce on t he Di st r i ct ’s gener al  obl i gat i ons 
mul t i pl i ed by ( i i )  t he St at ed Amount  of  t he Let t er  of  Cr edi t :  
 
    Rat i ng   Per cent age Poi nt s 
 
    AAA/ Aaa -  AA- / Aa3  . 40% 
    
    A1/ A+  . 65% 
 
    A2/ A   . 90% 
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    A3/ A-                                        1. 15% 
 
                                              BBB+/ Baa                     
           1. 40% 
 

 
I f  ei t her  S&P or  Moody’s shal l  r at e t he i ssuer  gener al  obl i gat i on cr edi t  
r at i ngs of  t he Di st r i ct  l ower  t han t he ot her  r at i ng agency,  t he number  of  
per cent age poi nt s used t o cal cul at e t he f ee wi l l  be det er mi ned by 
r ef er ence t o t he l ower  r at i ng. 

 
 

( a)  The i ni t i al  Let t er  of  Cr edi t  f ee shal l  be due and payabl e on 
t he Dat e of  I ssuance and shal l  i ncl ude t he f ees f or  t he per i od f r om t he Dat e of  
I ssuance t hr ough December  31,  2006.   Ther eaf t er ,  t he Let t er  of  Cr edi t  f ee shal l  
be pai d quar t er l y i n ar r ear s on t he f i r st  day of  each cal endar  quar t er  commenci ng 
on Apr i l  1,  2007 ( t he i ni t i al  quar t er l y payment  shal l  i ncl ude t he f ees f or  t he 
per i od commenci ng on Januar y 1,  2007 t hr ough Mar ch 31,  2007) .    

 
( b)  Ot her  Fees.  I n addi t i on,  t he Ci t y shal l  pay t o Bank upon t he 

amendment  or  t r ansf er  of  t he Let t er  of  Cr edi t  and upon t he negot i at i on of  each 
dr af t  dr awn under  t he Let t er  of  Cr edi t ,  f ees and char ges det er mi ned by Bank i n 
accor dance wi t h Bank' s st andar d f ees and char ges i n ef f ect  at  t he t i me t he Let t er  
of  Cr edi t  i s amended or  t r ansf er r ed or  any dr af t  i s pai d.     

 
( c)   Cal cul at i on of  Fees and I nt er est .   Al l  f ees and i nt er est  

payabl e under  t hi s Agr eement  shal l  be cal cul at ed on t he basi s of  a 365- day year  
and act ual  days el apsed.  

 
 ( d)  Cost s and Expenses.   The Ci t y shal l  pay any and al l  r easonabl e 

f ees,  char ges and expenses,  payabl e or  i ncur r ed by t he Bank i n connect i on wi t h 
t he execut i on,  del i ver y,  per f or mance and enf or cement  of  t hi s Agr eement  and t he 
Let t er  of  Cr edi t ,  i ncl udi ng wi t hout  l i mi t at i on,  t he f ees and expenses of  counsel  
t o t he Bank,  t oget her  wi t h i nt er est  on such amount s f r om t he dat e such payment  i s 
due unt i l  pai d at  a r at e per  annum equal  t o t he Def aul t  Rat e,  and agr ees t o save 
t he Bank har ml ess f r om and agai nst  any and al l  l i abi l i t i es wi t h r espect  t o or  
r esul t i ng f r om any del ay i n payi ng or  omi ssi on t o pay such f ees and expenses.  

 
( e)  Addi t i onal  Cost s.   The Ci t y wi l l  pay t he Bank,  on demand,  f or  

t he Bank' s cost s or  l osses ar i si ng f r om any st at ut e or  r egul at i on,  or  any r equest  
or  r equi r ement  of  a r egul at or y agency whi ch  i s appl i cabl e t o al l  nat i onal  banks 
or  a cl ass of  al l  nat i onal  banks.   The cost s and l osses wi l l  be al l ocat ed t o t he 
l oan i n a manner  det er mi ned by t he Bank,  usi ng any r easonabl e met hod.   The cost s 
i ncl ude t he f ol l owi ng:  

 
( i )  any r eser ve or  deposi t  r equi r ement s;  and 

 
( i i )  any capi t al  r equi r ement s r el at i ng t o t he Bank' s asset s 

and commi t ment s f or  cr edi t .   
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( f )  Taxes.  I f  any t axes ar e i mposed on any payment s made by 
t he Ci t y ( i ncl udi ng payment s under  t hi s par agr aph)  ot her  t han or di nar y i ncome 
t axes payabl e by t he Bank,  t he Ci t y wi l l  pay t he t axes and wi l l  al so pay t o t he 
Bank,  at  t he t i me i nt er est  i s pai d,  any addi t i onal  amount  whi ch t he Bank 
speci f i es as necessar y t o pr eser ve t he af t er - t ax yi el d t he Bank woul d have 
r ecei ved i f  such t axes had not  been i mposed.   The Ci t y wi l l  conf i r m t hat  i t  has 
pai d t he t axes by gi vi ng t he Bank of f i ci al  t ax r ecei pt s ( or  not ar i zed copi es)  
wi t hi n t hi r t y ( 30)  days af t er  t he due dat e.  

 
( g)  Payment  Of f i ce.   Al l  payment s t o be made by t he Ci t y t o t he 

Bank her eunder  or  i n connect i on her ewi t h,  shal l  be made at  t he addr ess of  t he 
Bank set  f or t h on t he si gnat ur e page her eof  not  l at er  t han 1: 00 p. m. ,  New Yor k 
t i me,  on t he dat e due and shal l  be made i n l awf ul  money of  t he Uni t ed St at es of  
Amer i ca and i n i mmedi at el y avai l abl e f unds.   Any amount  not  r ecei ved by t he Bank 
by such t i me shal l  be deemed t o have been r ecei ved on t he next  succeedi ng 
Busi ness Day.   Al l  such payment s not  r ecei ved on t he dat e due shal l  bear  i nt er est  
unt i l  payment  i n f ul l  at  t he Def aul t  Rat e.  

 
( h)  Obl i gat i on Absol ut e.   Subj ect  t o Sect i on 2. 5,  t he obl i gat i ons 

of  t he Ci t y under  t hi s Agr eement  shal l  be uncondi t i onal  and i r r evocabl e,  and 
shal l  be pai d or  per f or med st r i ct l y i n accor dance wi t h t he t er ms of  t hi s 
Agr eement  under  al l  ci r cumst ances what soever ,  i ncl udi ng,  wi t hout  l i mi t at i on,  t he 
f ol l owi ng ci r cumst ances:  

 
( i )  t he exi st ence of  any cl ai m,  set - of f ,  def ense or  ot her  

r i ght s whi ch t he Ci t y may have at  any t i me agai nst  t he Tr ust ee,  any 
benef i ci ar y or  any t r ansf er ee of  t he Let t er  of  Cr edi t  ( or  any 
per sons f or  whom t he Tr ust ee,  any such benef i ci ar y or  any such 
t r ansf er ee may be act i ng)  or  t he Bank,  whet her  i n connect i on wi t h 
t he t r ansact i ons cont empl at ed by t hi s Agr eement  or  any r el at ed or  
unr el at ed t r ansact i ons;  

 
( i i )  any br each of  cont r act  or  ot her  di sput e bet ween t he 

Ci t y,  t he Cor por at i on,  t he Tr ust ee,  any benef i ci ar y or  any 
t r ansf er ee of  t he Let t er  of  Cr edi t  ( or  any per son f or  whom t he 
Tr ust ee,  any such benef i ci ar y or  any such t r ansf er ee may be act i ng) ,  
t he Bank or  any ot her  per son;  

 
( i i i )  any del ay,  ext ensi on of  t i me,  r enewal ,  compr omi se or  

ot her  i ndul gence or  modi f i cat i on gr ant ed or  agr eed t o by t he Bank,  
wi t h or  wi t hout  not i ce t o or  appr oval  by t he Ci t y,  i n r espect  of  any 
of  t he Ci t y' s obl i gat i ons t o t he Bank under  t hi s Agr eement ;  

 
( i v)  any cer t i f i cat e,  st at ement  or  any ot her  document  

pr esent ed under  t he Let t er  of  Cr edi t  pr ovi ng t o be f or ged,  
f r audul ent ,  i nval i d or  i nsuf f i ci ent  i n any r espect  or  any st at ement  
t her ei n bei ng unt r ue or  i naccur at e i n any r espect ,  pr ovi ded t hat  
payment  by t he Bank under  t he Let t er  of  Cr edi t  agai nst  pr esent at i on 
of  any such cer t i f i cat e,  st at ement  or  document  shal l  not  have 
const i t ut ed gr oss negl i gence or  wi l l f ul  mi sconduct  of  t he Bank;  
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( v)  any non- appl i cat i on or  mi sappl i cat i on by t he Tr ust ee of  
t he pr oceeds of  any Dr awi ng under  t he Let t er  of  Cr edi t ;  

 
( vi )  payment  by t he Bank under  t he Let t er  of  Cr edi t  agai nst  

pr esent at i on of  a cer t i f i cat e whi ch does not  compl y wi t h t he t er ms 
of  t he Let t er  of  Cr edi t ,  pr ovi ded t hat  such payment  by t he Bank 
shal l  not  have const i t ut ed gr oss negl i gence or  wi l l f ul  mi sconduct  of  
t he Bank;  and 

 
( vi i )  any ot her  ci r cumst ance or  happeni ng what soever ,  whet her  

or  not  si mi l ar  t o any of  t he f or egoi ng.  
 

( k)  Non- Busi ness Days.   I f  any sum becomes payabl e pur suant  t o t hi s 
Agr eement  on a day whi ch i s not  a Busi ness Day,  t he dat e f or  payment  t her eof  
shal l  be ext ended,  wi t hout  penal t y,  t o t he next  succeedi ng Busi ness Day,  and such 
ext ended t i me shal l  be i ncl uded i n t he comput at i on of  i nt er est  and f ees.  

 
( l )  Taxes.   Al l  payment s made by t he Ci t y her eunder  shal l  be made 

f r ee and cl ear  of  and wi t hout  deduct i on f or  any pr esent  or  f ut ur e i ncome,  st amp 
or  ot her  t axes,  l evi es,  i mpost s,  deduct i ons,  char ges,  f ees,  wi t hhol di ngs,  
r est r i ct i ons or  condi t i ons of  any nat ur e now or  her eaf t er  i mposed,  l evi ed,  
col l ect ed,  wi t hhel d or  assessed by any j ur i sdi ct i on or  by any pol i t i cal  
subdi vi si on or  t axi ng aut hor i t y t her eof  or  t her ei n ( whet her  pur suant  t o Uni t ed 
St at es Feder al ,  st at e or  l ocal  l aw or  f or ei gn l aw)  and al l  i nt er est ,  penal t i es or  
si mi l ar  l i abi l i t i es,  excl udi ng t axes on t he over al l  net  i ncome of  t he Bank  ( such 
non- excl uded t axes ar e her ei naf t er  col l ect i vel y r ef er r ed t o as t he " Taxes" ) .   I f  
t he Ci t y shal l  be r equi r ed by l aw t o deduct  or  t o wi t hhol d any Taxes f r om or  i n 
r espect  of  any amount  payabl e her eunder ,  ( i )  t he amount  so payabl e shal l  be 
i ncr eased t o t he ext ent  necessar y so t hat  af t er  maki ng al l  r equi r ed deduct i ons 
and wi t hhol di ngs ( i ncl udi ng Taxes on amount s payabl e t o t he Bank pur suant  t o t hi s 
sent ence)  and decr eased t o gi ve ef f ect  t o any r ef unds or  cr edi t s r ecei ved by t he 
Bank so t hat  t he Bank r ecei ves an amount  equal  t o t he sum i t  woul d have r ecei ved 
had no such deduct i ons or  wi t hhol di ngs been made ( i i )  t he Ci t y shal l  make such 
deduct i ons or  wi t hhol di ngs and ( i i i )  t he Ci t y shal l  pay t he f ul l  amount  deduct ed 
or  wi t hhel d t o t he r el evant  t axat i on aut hor i t y i n accor dance wi t h appl i cabl e l aw.  
 Whenever  any Taxes ar e payabl e by t he Ci t y,  as pr ompt l y as possi bl e t her eaf t er  
t he Ci t y shal l  send t he Bank an of f i ci al  r ecei pt  or  ot her  document at i on 
sat i sf act or y t o t he Bank evi denci ng payment  t o such t axat i on aut hor i t y.  

 
( m)  Maxi mum Rat e.   To t he ext ent  per mi t t ed by l aw,  i n t he event  

t hat  a r at e of  i nt er est  r equi r ed t o be pai d by t he Ci t y under  t hi s Agr eement  
shal l  exceed a maxi mum r at e est abl i shed by l aw,  any subsequent  r educt i on i n t he 
r at e of  i nt er est  r equi r ed t o be pai d by t he Ci t y her eunder  wi l l  not  r educe t he 
r at e of  i nt er est  bel ow t he maxi mum r at e est abl i shed by l aw unt i l  t he t ot al  amount  
of  i nt er est  accr ued equal s t he amount  of  i nt er est  whi ch woul d have accr ued i f  t he 
r at e of  i nt er est  r equi r ed her eunder  ( wi t hout  gi vi ng ef f ect  t o t hi s par agr aph)  had 
at  al l  t i mes been i n ef f ect .  

 
Sect i on 2. 4.   Li abi l i t y of  Bank.   Nei t her  t he Bank nor  any of  i t s 

of f i cer s or  di r ect or s shal l  be l i abl e or  r esponsi bl e f or  ( a)  t he use whi ch may be 
made of  t he Let t er  of  Cr edi t  or  f or  any act s or  omi ssi ons of  t he Tr ust ee and any 
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t r ansf er  i n connect i on t her ewi t h;  ( b)  t he val i di t y,  suf f i ci ency or  genui neness of  
document s,  or  of  any endor sement ( s)  t her eon,  even i f  such document s shoul d i n 
f act  pr ove t o be i n any or  al l  r espect s i nval i d,  i nsuf f i ci ent ,  f r audul ent  or  
f or ged;  ( c)  payment  by t he Bank agai nst  pr esent at i on of  document s whi ch do not  
compl y wi t h t he t er ms of  t he Let t er  of  Cr edi t ,  i ncl udi ng f ai l ur e of  any document s 
t o bear  any r ef er ence or  adequat e r ef er ence t o t he Let t er  of  Cr edi t ;  or  ( d)  any 
ot her  ci r cumst ances what soever  i n maki ng or  f ai l i ng t o make payment  under  t he 
Let t er  of  Cr edi t ,  except  onl y t hat  t he Ci t y shal l  have a cl ai m agai nst  t he Bank,  
and t he Bank shal l  be l i abl e t o t he Ci t y,  t o t he ext ent  of  any damages suf f er ed 
by t he Ci t y by ( i )  t he Bank' s wi l l f ul  mi sconduct  or  gr oss negl i gence i n 
det er mi ni ng whet her  document s pr esent ed under  t he Let t er  of  Cr edi t  compl y wi t h 
t he t er ms of  t he Let t er  of  Cr edi t  or  ( i i )  t he Bank' s wi l l f ul  f ai l ur e or  gr oss 
negl i gence i n f ai l i ng t o pay under  t he Let t er  of  Cr edi t  af t er  t he pr esent at i on t o 
i t  by t he Tr ust ee of  a si ght  dr af t  and cer t i f i cat e st r i ct l y compl yi ng wi t h t he 
t er ms and condi t i ons of  t he Let t er  of  Cr edi t .   I n f ur t her ance and not  i n 
l i mi t at i on of  t he f or egoi ng,  t he Bank may accept  document s t hat  appear  on t hei r  
f ace t o be i n or der ,  wi t hout  r esponsi bi l i t y f or  f ur t her  i nvest i gat i on,  r egar dl ess 
of  any not i ce or  i nf or mat i on t o t he cont r ar y;  pr ovi ded,  t hat  i f  t he Bank shal l  
r ecei ve wr i t t en not i f i cat i on f r om t he Tr ust ee and t he Ci t y t hat  suf f i ci ent l y 
i dent i f i ed ( i n t he opi ni on of  t he Bank)  document s t o be pr esent ed t o t he Bank ar e 
not  t o be honor ed,  t he Bank agr ees t hat  i t  wi l l  not  honor  such document s.  
 

The Bank shal l  not  be l i abl e or  r esponsi bl e i n any r espect  f or  ( i )  
any er r or ,  omi ssi on,  i nt er r upt i on or  del ay i n t r ansmi ssi on,  di spat ch or  del i ver y 
of  any message or  advi ce,  however  t r ansmi t t ed,  i n connect i on wi t h t he Let t er  of  
Cr edi t  or  ( i i )  any act i on,  i nact i on or  omi ssi on whi ch may be t aken by i t  i n good 
f ai t h i n connect i on wi t h t he Let t er  of  Cr edi t ;  pr ovi ded t hat  t he Ci t y shal l  not  
be l i abl e or  r esponsi bl e i n any r espect  i f  such l i abi l i t y or  r esponsi bi l i t y 
r esul t s f r om t he wi l l f ul  mi sconduct  or  gr oss negl i gence of  t he Bank.   The Ci t y 
f ur t her  agr ees t hat  any act i on t aken or  omi t t ed by t he Bank under  or  i n 
connect i on wi t h t he Let t er  of  Cr edi t  or  t he r el at ed dr af t  or  document s,  i f  done 
i n good f ai t h wi t hout  gr oss negl i gence,  shal l  be ef f ect i ve agai nst  t he Ci t y as t o 
t he r i ght s,  dut i es and obl i gat i ons of  t he Bank and shal l  not  pl ace t he Bank under  
any l i abi l i t y t o t he Ci t y.  

 
Sect i on 2. 5.   Nat ur e of  Obl i gat i ons of  t he Ci t y.   

( a)  The Obl i gat i ons her eunder  shal l  not  const i t ut e a gener al  obl i gat i on 
of  t he Ci t y,  and shal l  be secur ed by and payabl e sol el y f r om t he f ol l owi ng ( t he 
“Col l at er al ”) :   ( a)  t he Ser i es C Pr oj ect  Fi nanci ng Payment s;  ( b)  t he amount s hel d 
i n t he f unds and account s est abl i shed under  t he Ser i es C I ndent ur e or  t he Ser i es 
C Oper at i ng Agr eement  wi t h r espect  t o t he Ser i es C Bonds,  ot her  t han t he Rebat e 
Fund and t he Pur chase Fund,  and al l  ot her  f unds and account s wi t h any Col l at er al  
or  pr oceeds of  any Col l at er al  on deposi t  t her ei n;  and ( c)  t o t he ext ent  not  
al r eady i ncl uded i n ( a)  and ( b)  above,  Ser i es C Revenues.   The Ci t y acknowl edges 
t hat  i n t he Ser i es C I ndent ur e t he Aut hor i t y has pl edged and pl aced a l i en on t he 
Col l at er al  t o and f or  t he benef i t  of  t he Bank and t he Tr ust ee on behal f  of  t he 
Ser i es C Bondhol der s.   The Ci t y her eby pl edges,  pl aces a f i r st  and pr i or  l i en on,  
assi gns and gr ant s a secur i t y i n i t s i nt er est ,  i f  any,  i n t he Col l at er al ,  t o 
secur e t he obl i gat i ons t o t he Bank under  t hi s Agr eement  and any Bank Bonds.   Such 
l i en i s subj ect  t o no ot her  l i ens ot her  t han t he l i en on t he Ser i es C Revenues i n 
f avor  of  t he Tr ust ee on behal f  of  t he Ser i es C Bondhol der s.  



 - 10-

 
( b)  The obl i gat i ons of  t he Ci t y under  t hi s Agr eement  t o r ei mbur se 

t he Bank f or  Dr awi ngs shal l  be pai d and per f or med st r i ct l y i n accor dance wi t h t he 
t er ms of  t hi s Agr eement  under  al l  ci r cumst ances what soever ,  i ncl udi ng,  wi t hout  
l i mi t at i on,  t he f ol l owi ng ci r cumst ances:  
 

( a)  any l ack of  val i di t y or  enf or ceabi l i t y of  t hi s Agr eement ,  t he 
Let t er  of  Cr edi t  or  any of  t he Rel at ed Document s;  

 
( b)  any amendment  or  wai ver  of ,  or  any consent  t o or  depar t ur e f r om 

t hi s Agr eement  or  any Rel at ed Document s;  
 
( c)  t he exi st ence of  any cl ai m,  set - of f ,  def ense or  ot her  r i ght s 

whi ch t he Ci t y may have at  any t i me agai nst  t he Tr ust ee,  any benef i ci ar y or  any 
t r ansf er ee of  t he Let t er  of  Cr edi t  ( or  any per son f or  whom t he Tr ust ee,  any such 
benef i ci ar y or  any such t r ansf er ee may be act i ng) ,  t he Bank or  any ot her  per son,  
whet her  i n connect i on wi t h t hi s Agr eement ,  t he Let t er  of  Cr edi t ,  t he Rel at ed 
Document s or  any unr el at ed t r ansact i on;  

 
( d)  any st at ement  i n any cer t i f i cat e or  any ot her  document  

pr esent ed under  t he Let t er  of  Cr edi t  pr ovi ng t o be f or ged,  f r audul ent ,  i nval i d or  
i nsuf f i ci ent  i n any r espect  or  any st at ement  t her ei n bei ng unt r ue or  i naccur at e 
i n any r espect  what soever ;  

 
( e)  payment  by t he Bank under  t he Let t er  of  Cr edi t  agai nst  

pr esent at i on of  a dr af t  or  cer t i f i cat e whi ch does not  compl y wi t h t he t er ms of  
t he Let t er  of  Cr edi t ;  
 
unl ess any of  t he f or egoi ng r esul t s f r om t he gr oss negl i gence or  wi l l f ul  
mi sconduct  of  t he Bank.  
 
 
 ARTI CLE THREE 
 
 CONDI TI ONS PRECEDENT 
 

Sect i on 3. 1.   Condi t i ons Pr ecedent  t o I ssuance of  Let t er  of  Cr edi t .   
The obl i gat i on of  t he Bank t o i ssue t he Let t er  of  Cr edi t  shal l  be subj ect  t o t he 
f ul f i l l ment  of  t he f ol l owi ng condi t i ons pr ecedent  on or  bef or e t he Dat e of  
I ssuance t her eof ,  i n a manner  sat i sf act or y t o t he Bank and i t s counsel :  
 

( a)  The Bank shal l  have r ecei ved an opi ni on of  Hawki ns,  Del af i el d & 
Wood LLP,  as speci al  counsel ,  as r equi r ed by cl ause ( b) ( 4)  of  t he def i ni t i on of  
“Subst i t ut e Secur i t y” i n t he Ser i es C I ndent ur e,  i n f or m and subst ance 
sat i sf act or y t o t he Bank and i t s counsel ,  dat ed t he Dat e of  I ssuance.  

 
( b)  The Bank shal l  have r ecei ved an opi ni on of  Bank counsel ,  i n 

f or m and subst ance sat i sf act or y t o t he Bank dat ed t he Dat e of  I ssuance.  
 
( c)  The Bank shal l  have r ecei ved an opi ni on of  t he Ci t y At t or ney,  

i n f or m and subst ance sat i sf act or y t o t he Bank and i t s counsel ;  
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( d)  The Bank shal l  have r ecei ved on t he Dat e of  I ssuance cer t i f i ed 

copi es or  execut ed or i gi nal s,  as t he Bank may r equest ,  of  t he Agr eement ,  t he 
Ser i es C I ndent ur e,  t he Ser i es C Oper at i ng Agr eement ,  and t he ot her  document s,  
cer t i f i cat es and opi ni ons execut ed and del i ver ed i n connect i on wi t h i ssuance of  
t he Bonds ( col l ect i vel y,  t he " Rel at ed Document s" )  and any ot her  document s whi ch 
t he Bank may r easonabl y r equest  evi denci ng t hat  al l  necessar y act i on ( i ncl udi ng,  
wi t hout  l i mi t at i on,  adopt i on of  r esol ut i ons)  r equi r ed t o be t aken by t he Ci t y i n 
connect i on wi t h t he aut hor i zat i on,  execut i on,  i ssuance,  del i ver y and per f or mance 
of  such document s and any ot her  document  r equi r ed t o be del i ver ed by t he Ci t y 
pur suant  t o or  i n connect i on wi t h t hi s Agr eement  or  t he t r ansact i ons cont empl at ed 
her eby,  has been t aken.  

 
( e)  The Bank shal l  have r ecei ved a cer t i f i cat e si gned by an 

Aut hor i zed Repr esent at i ve of  t he Ci t y dat ed t he Dat e of  I ssuance st at i ng t hat  on 
such dat e:  

 
( i )  t he r epr esent at i ons and war r ant i es set  f or t h i n t hi s 

Agr eement  and i n any ot her  cer t i f i cat e,  l et t er ,  wr i t i ng or  
i nst r ument  del i ver ed by t he Ci t y t o t he Bank pur suant  her et o or  i n 
connect i on her ewi t h,  shal l  be t r ue and cor r ect  as of  t he Dat e of  
I ssuance;  
 
 ( i i )  no mat er i al  adver se change shal l  have occur r ed i n t he 
condi t i on ( f i nanci al  or  ot her wi se)  of  t he Ci t y pr i or  t o t he Dat e of  
I ssuance;   

 
( i i i )  on t he Dat e of  I ssuance no Event  of  Def aul t  or  no event ,  

act  or  omi ssi on whi ch wi t h not i ce,  l apse of  t i me or  bot h,  woul d 
const i t ut e such an Event  of  Def aul t ,  shal l  have occur r ed and be 
cont i nui ng;  and 

  
( i v)  t her e i s no l awsui t ,  t ax cl ai m or  ot her  di sput e pendi ng 

or  t hr eat ened agai nst  t he Ci t y whi ch,  i f  l ost ,  woul d i mpai r  t he 
Ci t y' s f i nanci al  condi t i on or  abi l i t y t o r epay t he unr ei mbur sed 
Dr awi ngs,  except  as have been di scl osed i n wr i t i ng t o t he Bank.  

 
( f )  The Bank shal l  have r ecei ved copi es of  r esol ut i ons of  t he Ci t y 

Counci l  of  t he Ci t y,  cer t i f i ed as of  t he Dat e of  I ssuance by t he Ci t y Cl er k,  
aut hor i zi ng,  among ot her  t hi ngs,  t he execut i on,  del i ver y and per f or mance by t he 
Ci t y of  t hi s Agr eement   and aut hor i zi ng t he Ci t y t o obt ai n i ssuance of  t he Let t er  
of  Cr edi t  pur suant  t o t hi s Agr eement .  

 
( g)  The Bank shal l  have r ecei ved a cer t i f i cat e of  an Aut hor i zed 

Repr esent at i ve of  t he Ci t y dat ed t he Dat e of  I ssuance cer t i f yi ng as t o t he 
aut hor i t y,  i ncumbency and speci men si gnat ur es of  t he Aut hor i zed Repr esent at i ve of  
t he Ci t y aut hor i zed t o si gn t hi s Agr eement  and any ot her  document s t o be 
del i ver ed by i t  her eunder  and who wi l l  be aut hor i zed t o r epr esent  t he Ci t y i n 
connect i on wi t h t hi s Agr eement ,  upon whi ch t he Bank may r el y unt i l  i t  r ecei ves a 
new such cer t i f i cat e.  
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( h)  Except  f or  st at e " bl ue sky"  l aws,  t he Bank shal l  have r ecei ved 
t r ue and cor r ect  copi es of  any and al l  gover nment al  appr oval s necessar y f or  t he 
Ci t y t o ent er  i nt o t hi s Agr eement  and such appr oval s necessar y at  t he Dat e of  
I ssuance f or  t he t r ansact i ons cont empl at ed t her eby and her eby,  or  i f  no 
gover nment al  appr oval s ar e r equi r ed,  a cer t i f i cat e of  an Aut hor i zed 
Repr esent at i ve of  t he Ci t y t o t he ef f ect  t hat  no such appr oval s ar e necessar y.  

 
( i )  The Bank shal l  have r ecei ved copi es of  t he audi t ed f i nanci al  

st at ement s of  t he Ci t y f or  t he t hr ee most  r ecent  year s f or  whi ch such st at ement s 
ar e avai l abl e,  unaudi t ed f i nanci al  st at ement s of  t he Ci t y f or  any f i scal  year  f or  
whi ch audi t ed f i nanci al  st at ement s ar e unavai l abl e and a copy of  t he Ci t y' s 2006-
2007 adopt ed budget .  

 
( j )  The Bank shal l  have r ecei ved a copy of  t he Ci t y i nvest ment  

pol i cy as wel l  as ot her  i nf or mat i on wi t h r espect  t o t he Ci t y I nvest ment  Pool ,  
count y i nvest ment  st r at egi es and r el at ed i nf or mat i on as t he Bank may r equest .  

 
 
( m)  Evi dence of  use and occupancy i nsur ance,  gener al  l i abi l i t y and 

pr oper t y damage i nsur ance r equi r ed t o be car r i ed by t he Ci t y pur suant  t o t he 
Lease Agr eement  sat i sf act or y t o t he Bank.  

 
( n)  Al l  ot her  l egal  mat t er s per t ai ni ng t o t he execut i on and 

del i ver y of  t hi s Agr eement ,  t he i ssuance of  t he Let t er  of  Cr edi t  and t he ot her  
Rel at ed Document s shal l  be r easonabl y sat i sf act or y t o t he Bank and t hei r  counsel .  

 
 
 ARTI CLE FOUR 
 
 REPRESENTATI ONS AND WARRANTI ES 
 

Sect i on 4. 1.  Repr esent at i ons and War r ant i es.   I n or der  t o i nduce t he 
Bank t o ent er  i nt o t hi s Agr eement  and t o i ssue t he Let t er  of  Cr edi t  pr ovi ded f or  
i n t hi s Agr eement ,  t he Ci t y r epr esent s and as of  t he Dat e of  I ssuance,  war r ant s 
and covenant s wi t h r espect  t o i t sel f ,  t hi s Agr eement  and cer t ai n mat t er s:  
 

( a)  The Ci t y i s a muni ci pal  cor por at i on and gener al  l aw ci t y 
or gani zed and exi st i ng by vi r t ue of  and under  t he Const i t ut i on and t he l aws of  
t he St at e of  Cal i f or ni a,  has t he r equi si t e power  t o car r y on i t s pr esent  and 
pr oposed act i vi t i es,  and has and had f ul l  power ,  r i ght  and aut hor i t y t o ent er  
i nt o t hi s Agr eement  and t he Rel at ed Document s t o whi ch i t  i s a par t y and t o 
per f or m each and al l  of  t he mat t er s and t hi ngs her ei n and t her ei n.  

 
( b)  Thi s Agr eement ,  and any i nst r ument  or  agr eement  r equi r ed 

her eunder ,  ar e wi t hi n t he Ci t y' s power s,  have been dul y aut hor i zed,  and do not  
conf l i ct  wi t h any of  i t s or gani zat i onal  paper s.  

 
( c)  Thi s Agr eement  i s a l egal ,  val i d and bi ndi ng agr eement  of  t he 

Ci t y,  enf or ceabl e agai nst  t he Ci t y i n accor dance wi t h i t s t er ms,  and any 
i nst r ument  or  agr eement  r equi r ed her eunder ,  when execut ed and del i ver ed,  wi l l  be 
si mi l ar l y l egal ,  val i d,  bi ndi ng and enf or ceabl e. 
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( d)  The execut i on and del i ver y of ,  and per f or mance by t he Ci t y of  

i t s obl i gat i ons under ,  t hi s Agr eement  and t he Rel at ed Document s t o whi ch i t  i s a 
par t y,  and any and al l  i nst r ument s or  document s r equi r ed t o be execut ed i n 
connect i on her ewi t h or  t her ewi t h wer e and ar e wi t hi n t he power s of  t he Ci t y and 
wi l l  not  vi ol at e any pr ovi si on of  any appl i cabl e l aw,  r egul at i on,  decr ee or  
gover nment al  aut hor i zat i on,  and wi l l  not  i n any mat er i al  r espect  vi ol at e or  cause 
a def aul t  under  any pr ovi si on of  any cont r act ,  agr eement ,  mor t gage,  i ndent ur e or  
ot her  under t aki ng t o whi ch i t  i s a par t y or  whi ch i s bi ndi ng upon i t  or  any of  
i t s pr oper t y or  asset s,  and wi l l  not  r esul t  i n t he i mposi t i on or  cr eat i on of  any 
l i en,  char ge,  or  encumbr ance upon any of  i t s pr oper t i es or  asset s pur suant  t o t he 
pr ovi si ons of  any such cont r act ,  agr eement ,  mor t gage,  i ndent ur e or  under t aki ng.  

 
( e)  Except  f or  st at e " bl ue sky"  l aws,  al l  aut hor i zat i ons,  l i censes,  

consent s,  appr oval s and under t aki ngs whi ch ar e r equi r ed t o be obt ai ned by t he 
Ci t y under  any appl i cabl e l aw i n connect i on wi t h t he execut i on,  del i ver y and 
per f or mance by t he Ci t y of  i t s obl i gat i ons under ,  or  i n connect i on wi t h,  t hi s 
Agr eement  and t he Rel at ed Document s t o whi ch i t  i s a par t y,  have been r ecei ved on 
or  pr i or  t o t he Dat e of  I ssuance;  and al l  such aut hor i zat i ons,  l i censes,  
consent s,  appr oval s and under t aki ngs ar e i n f ul l  f or ce and ef f ect .  

 
 ( f )  Thi s Agr eement  does not  conf l i ct  wi t h any l aw,  agr eement ,  or  

obl i gat i on by whi ch t he Ci t y i s bound.  
 
( g)   Al l  f i nanci al  and ot her  i nf or mat i on t hat  has been or  wi l l  be 

suppl i ed t o t he Bank i s suf f i ci ent l y compl et e t o gi ve t he Bank accur at e knowl edge 
of  t he Ci t y' s f i nanci al  condi t i on,  i ncl udi ng al l  mat er i al  cont i ngent  l i abi l i t i es.  
 Si nce t he dat e of  t he most  r ecent  f i nanci al  st at ement  pr ovi ded t o t he Bank,  
t her e has been no mat er i al  adver se change i n t he busi ness condi t i on ( f i nanci al  or  
ot her wi se) ,  oper at i ons,  pr oper t i es or  pr ospect s of  t he Ci t y.  

 
( h)  Ther e i s no l awsui t ,  t ax cl ai m or  ot her  di sput e pendi ng or  

t hr eat ened agai nst  t he Ci t y whi ch,  i f  l ost ,  woul d i mpai r  t he Ci t y' s f i nanci al  
condi t i on or  abi l i t y t o per f or m i t s obl i gat i ons under  t hi s Agr eement ,  except  as 
have been di scl osed i n wr i t i ng t o t he Bank.  

 
( i )    The Ser i es C Oper at i ng Agr eement  i s i n f ul l  f or ce and ef f ect  

and no def aul t  has occur r ed under  such agr eement . ( j )  The Ci t y i s not  i n def aul t  
on any obl i gat i on f or  bor r owed money,  any pur chase money obl i gat i on or  any ot her  
mat er i al  l ease,  commi t ment ,  cont r act ,  i nst r ument  or  obl i gat i on.  

 
( k)  The Ci t y i s not  i mmune f r om j ur i sdi ct i on i n any cour t  or  f r om 

l egal  pr ocess under  t he l aws of  t he Uni t ed St at es of  Amer i ca or  t he St at e of  
Cal i f or ni a wi t h r espect  t o t hi s Agr eement  or  any of  t he Rel at ed Document s.  

 
( l )   The r epr esent at i ons and war r ant i es of  t he Ci t y i n t he Rel at ed 

Document s t o whi ch i t  i s a par t y ar e t r ue and cor r ect ,  and t he Ci t y makes such 
r epr esent at i ons and war r ant i es f or  t he benef i t  of  t he Bank as i f  t he same wer e 
set  f or t h at  l engt h i n t hi s Agr eement  and t he Ci t y has f ur ni shed t he Bank a t r ue 
and cor r ect  copy of  al l  of  t he Rel at ed Document s as i n ef f ect  on t he dat e her eof .  

  



 - 14-

 
 

 
 ARTI CLE FI VE 
 
 COVENANTS 
 

Sect i on 5. 1.   Af f i r mat i ve Covenant s.   The Ci t y covenant s and agr ees 
wi t h t he Bank as f ol l ows:  
 

( a)  Subj ect  t o Sect i on 2. 5,  t he Ci t y shal l  r ei mbur se t he Bank f or  
any unr ei mbur sed Dr awi ngs under  t he Let t er  of  Cr edi t  as r equi r ed by Sect i on 
2. 2( a) .  

 
( b)   The Ci t y shal l  pr ovi de t he f ol l owi ng f i nanci al  i nf or mat i on 

and st at ement s i n f or m and cont ent  accept abl e t o t he Bank,  and such addi t i onal  
i nf or mat i on as r equest ed by t he Bank f r om t i me t o t i me:  

 
( i )  Wi t hi n 180 days of  t he Ci t y' s f i scal  year  end,  t he 

Ci t y' s annual  f i nanci al  st at ement s,  cer t i f i ed and dat ed by an 
aut hor i zed f i nanci al  of f i cer  of  t he Ci t y.  These f i nanci al  st at ement s 
must  be audi t ed ( wi t h an unqual i f i ed opi ni on,  usi ng t he account i ng 
st andar ds t hen appl i cabl e t o t he Ci t y)  by a Cer t i f i ed Publ i c 
Account ant  accept abl e t o t he Bank.  

 
( i i )  The Ci t y shal l ,  pr ompt l y upon i t s appr oval  and wi t hi n 90 

days of  t he f i nal  adopt i on of  t he annual  budget  of  t he Ci t y,  del i ver  
t o t he Bank a copy of  such budget  and pr ompt l y af t er  t he adopt i on 
t her eof ,  copi es of  any and al l  amendment s and suppl ement s t o t he 
budget .  

 
( i i i )  Pr ompt l y,  upon sendi ng or  r ecei pt ,  copi es of  any 

management  l et t er s and cor r espondence r el at i ng t o management  
l et t er s,  sent  or  r ecei ved by t he Ci t y t o or  f r om t he Ci t y' s audi t or ,  
or ,  i f  no management  l et t er  i s pr epar ed,  a l et t er  f r om such audi t or  
st at i ng t hat  no def i ci enci es wer e not ed t hat  woul d ot her wi se be 
addr essed i n a management  l et t er .  

 
( i v)  Wi t hi n t he per i od pr ovi ded i n ( i )  above,  a compl i ance 

cer t i f i cat e of  t he Ci t y si gned by an aut hor i zed f i nanci al  of f i cer  of  
t he Ci t y set t i ng f or t h ( i )  t he i nf or mat i on and comput at i ons ( i n 
suf f i ci ent  det ai l )  t o est abl i sh t hat  t he Ci t y i s i n compl i ance wi t h 
al l  f i nanci al  covenant s at  t he end of  t he per i od cover ed by t he 
f i nanci al  st at ement s t hen bei ng f ur ni shed and ( i i )  whet her  t her e 
exi st ed as of  t he dat e of  such f i nanci al  st at ement s and whet her  
t her e exi st s as of  t he dat e of  t he cer t i f i cat e,  any def aul t  under  
t hi s Agr eement  and,  i f  any such def aul t  exi st s,  speci f yi ng t he 
nat ur e t her eof  and t he act i on t he Ci t y i s t aki ng and pr oposes t o 
t ake wi t h r espect  t her et o.  

 
( c)   The Ci t y shal l  mai nt ai n a r at i ng on t he Ci t y’s l ong- t er m 
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gener al  obl i gat i ons f r om ei t her  Moody’s I nvest or s Ser vi ce or  St andar d & Poor ’s 
Rat i ngs Ser vi ces or  bot h of  at  l east  BBB/ Baa2.   

 
( d)  The Ci t y shal l  pr ompt l y not i f y t he Bank i n wr i t i ng of  any 

l awsui t  over  Fi ve Mi l l i on Dol l ar s ( $5, 000, 000)  agai nst  t he Ci t y.  
 
( e)  The Ci t y shal l  mai nt ai n adequat e books and r ecor ds and shal l  

mai nt ai n i t s f i nanci al  r ecor ds i n accor dance wi t h gener al l y accept ed account i ng 
pr i nci pl es,  appl i ed consi st ent l y,  t hr oughout  t he t er m of  t hi s Agr eement .  

 
( f )  The Ci t y shal l  al l ow t he Bank and i t s agent s t o i nspect  t he 

Ci t y' s pr oper t i es and exami ne,  audi t ,  and make copi es of  books and r ecor ds at  any 
r easonabl e t i me.   I f  any of  t he Ci t y' s pr oper t i es,  books or  r ecor ds ar e i n t he 
possessi on of  a t hi r d par t y,  t he Ci t y aut hor i zes t hat  t hi r d par t y t o per mi t  t he 
Bank or  i t s agent s t o have access t o per f or m i nspect i ons or  audi t s and t o r espond 
t o t he Bank' s r equest s f or  i nf or mat i on concer ni ng such pr oper t i es,  books and 
r ecor ds.  

 
( g)  The Ci t y shal l  mai nt ai n i nsur ance as t o amount ,  nat ur e and 

car r i er  cover i ng pr oper t y damage ( i ncl udi ng l oss of  use and occupancy)  t o any of  
t he Ci t y' s pr oper t i es,  publ i c l i abi l i t y i nsur ance i ncl udi ng cover age f or  
cont r act ual  l i abi l i t y,  pr oduct  l i abi l i t y and wor ker s'  compensat i on,  and any ot her  
i nsur ance whi ch i s usual  f or  t he Ci t y,  and i n any case shal l  mai nt ai n t he 
i nsur ance r equi r ed by Sect i on 4. 10 of  t he Ser i es C Oper at i ng Agr eement .    

 
( h)  The Ci t y shal l  not  have out st andi ng or  i ncur  any di r ect  or  

cont i ngent  l i abi l i t i es or  l ease obl i gat i ons ( ot her  t han t he Rel at ed Document s and 
t he obl i gat i ons of  t he Ci t y t o t he Bank under  t hi s Agr eement )  wi t h r espect  t o t he 
Pr oper t y,  or  per mi t  any l i en or  encumbr ance on t he Pr oper t y wi t hout  t he Bank' s 
wr i t t en consent .    

 
( i )  The Ci t y shal l  not  t ake any act i on whi ch can r easonabl y be 

ant i ci pat ed t o r esul t  i n a mat er i al  adver se change t o i t s oper at i ons or  
pr oper t i es.  

 
( j )  The Ci t y shal l  execut e and del i ver  t o t he Bank al l  such 

document s,  consent s and i nst r ument s and do al l  such ot her  act s and t hi ngs as may 
be r easonabl y necessar y or  r equi r ed by t he Bank t o enabl e t he Bank t o exer ci se 
and enf or ce t hei r  r i ght s under  t he Rel at ed Document s and t he Rel at ed Document s 
and t o r eal i ze t her eon,  and r ecor d and f i l e and r e- r ecor d and r e- f i l e al l  such 
document s and i nst r ument s,  at  such t i me or  t i mes,  i n such manner  and at  such 
pl ace or  pl aces,  al l  as may be necessar y or  r equi r ed by t he Bank t o val i dat e,  
pr eser ve and pr ot ect  t he posi t i on of  t he Bank under  t he Rel at ed Document s.  

 
( k)  The Ci t y shal l  compl y,  i n al l  mat er i al  r espect s,  wi t h al l  

appl i cabl e l aws,  or di nances,  r ul es,  r egul at i ons,  and r equi r ement s of  gover nment al  
aut hor i t i es except  wher e t he necessi t y of  compl i ance t her ewi t h i s cont est ed i n 
good f ai t h by appr opr i at e pr oceedi ngs,  pr ovi ded,  however ,  t hat  t he f or egoi ng 
shal l  not  r equi r e compl i ance wi t h any such l aw,  or di nance,  r ul e,  r egul at i on 
and/ or  r equi r ement  so l ong as f ai l ur e t o compl y shal l  not  have a mat er i al  adver se 
ef f ect  on t he condi t i on of  t he Ci t y and i t s abi l i t y t o per f or m i t s obl i gat i ons 
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under  t hi s Agr eement  and t he Rel at ed Document s.  
 
( l )  The Ci t y has compl i ed wi t h and shal l  compl y wi t h al l  heal t h,  

saf et y,  or  envi r onment al  l aw or  r egul at i on r egar di ng Hazar dous Subst ances,  and 
t he Ci t y i s not  t he subj ect  of  any cl ai m,  pr oceedi ng,  not i ce,  or  ot her  
communi cat i on r egar di ng Hazar dous Subst ances.   The Ci t y shal l  gi ve t he Bank 
pr ompt  wr i t t en not i ce of  any such cl ai m,  pr oceedi ng,  not i ce or  ot her  
communi cat i on r egar di ng Hazar dous Subst ances.  " Hazar dous Subst ances"  means any 
subst ance,  mat er i al  or  wast e t hat  i s or  becomes desi gnat ed or  r egul at ed as 
" t oxi c, "  " hazar dous, "  " pol l ut ant , "  or  " cont ami nant "  or  a si mi l ar  desi gnat i on or  
r egul at i on under  any f eder al ,  st at e or  l ocal  l aw ( whet her  under  common l aw,  
st at ut e,  r egul at i on or  ot her wi se)  or  j udi ci al  or  admi ni st r at i ve i nt er pr et at i on of  
such,  i ncl udi ng wi t hout  l i mi t at i on pet r ol eum or  nat ur al  gas.  

 
( m)  The Ci t y shal l  per f or m al l  of  i t s obl i gat i ons under  t he Ser i es 

C Oper at i ng Agr eement  and t he ot her  Rel at ed Document s,  i ncl udi ng,  wi t hout  
l i mi t at i on,  i t s obl i gat i on t o make annual  appr opr i at i ons f or  Pr ogr am Payment s as 
r equi r ed by Sect i on 3. 2 of  t he Ser i es C Oper at i ng Agr eement  ( wi t hout  r egar d t o 
pot ent i al  Cust omer  Oper at i ng Payment s) .  

 
( n)  The Ci t y shal l  not  amend or  suppl ement  any of  t he Rel at ed 

Document s wi t hout  t he pr i or  wr i t t en consent  of  t he Bank.  
 
( o)  The Ci t y shal l  not  di scont i nue use of   t he Pr oj ect ,  ot her  t han 

as per mi t t ed  by Sect i on 3. 3 of  t he Ser i es C Oper at i ng Agr eement .  
  

ARTI CLE SI X 
 
 DEFAULTS 
 

Sect i on 6. 1.   Event s of  Def aul t s and Remedi es.   I f  any of  t he 
f ol l owi ng event s shal l  occur  and be cont i nui ng,  each such event  shal l  be an 
" Event  of  Def aul t " :  
 

( a)  The Ci t y shal l  f ai l  t o pay when due any amount  payabl e by t he 
Ci t y t o t he Bank under  t hi s Agr eement .  

 
( b)  The Bonds or  any ot her  Rel at ed Document  ceases t o be val i d and 

bi ndi ng agai nst  t he Ci t y or  t he Ci t y r epudi at es i t s obl i gat i ons under  t hi s 
Agr eement  or  any of  t he Rel at ed Document s.  

 
 ( c)  The Ci t y f i l es a bankr upt cy pet i t i on or  t he Ci t y makes a 

gener al  assi gnment  f or  t he benef i t  of  cr edi t or s.  
 
( d)  Any j udgment s or  ar bi t r at i on awar ds ar e ent er ed agai nst  t he 

Ci t y,  or  t he Ci t y ent er s i nt o any set t l ement  agr eement s wi t h r espect  t o any 
l i t i gat i on or  ar bi t r at i on,  i n an aggr egat e amount  of  Fi ve Mi l l i on Dol l ar s 
( $5, 000, 000)  or  mor e i n excess of  any i nsur ance cover age,  pr ovi ded t hat  t he 
i nsur er  has i ssued a l et t er  of  r esponsi bi l i t y f or  payment  up t o t he amount  of  
i nsur ance cover age.  
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( e)   Any def aul t  occur s under  any agr eement  i n connect i on wi t h any 
cr edi t  t he Ci t y has obt ai ned f r om anyone el se or  whi ch t he Ci t y has guar ant eed i n 
t he amount  of  Fi ve Mi l l i on Dol l ar s ( $5, 000, 000)  or  mor e i n t he aggr egat e i f  t he 
def aul t  consi st s of  f ai l i ng t o make a payment  when due or  gi ves t he ot her  l ender  
t he r i ght  t o accel er at e t he obl i gat i on. 

 
( f )   Any def aul t  occur s under  t he Lease Agr eement  or  any ot her  

Rel at ed Document .   
  
( g)  The Ci t y f ai l s t o meet  t he condi t i ons of ,  or  f ai l s t o per f or m 

any obl i gat i on under ,  any t er m of  t hi s Agr eement  not  speci f i cal l y r ef er r ed t o i n 
t hi s Ar t i cl e,  and  such def aul t  i s not  cur ed wi t hi n t hi r t y ( 30)  days af t er  t he 
Bank has gi ven t he Ci t y wr i t t en not i ce of  such def aul t .  

 
( h)   The Ci t y has gi ven t he Bank f al se or  mi sl eadi ng i nf or mat i on or  

r epr esent at i ons.  
 
( i )   The i ssuer  gener al  obl i gat i on cr edi t  r at i ngs of  t he Di st r i ct  

shal l  f al l  bel ow BBB by St andar d & Poor ’s Rat i ng Ser vi ce or  Baa2 by Moody’s 
I nvest or s Ser vi ce.  I f  ei t her  S&P or  Moody’s shal l  r at e t he i ssuer  gener al  
obl i gat i on cr edi t  r at i ngs of  t he Di st r i ct  l ower  t han t he ot her  r at i ng agency,  t he 
def aul t  wi l l  be det er mi ned by r ef er ence t o t he l ower  r at i ng. 

 
 
I f  an Event  of  Def aul t  shal l  have occur r ed and be cont i nui ng,  t he 

Bank may ( i )  gi ve not i ce t o t he Tr ust ee under  t he Ser i es C I ndent ur e of  t he 
Bank’s el ect i on t o cause a mandat or y t ender  of  t he Bonds because of  t he 
occur r ence and cont i nuance of  an Event  of  Def aul t  under  t he Rei mbur sement  
Agr eement ,  ( i i )  decl ar e al l  unpai d amount s dr awn under  t he Let t er  of  Cr edi t  and 
t he cor r espondi ng Bank Bonds,  t oget her  wi t h al l  i nt er est  accr ued and unpai d 
t her eon and al l  ot her  amount s payabl e t o t he Bank her eunder  t o be i mmedi at el y due 
and payabl e,  wi t hout  pr esent ment ,  demand,  pr ot est  or  any not i ce of  any ki nd or  
( i i i )  exer ci se any and al l  r i ght s and r emedi es avai l abl e t o t he Bank under  t hi s 
Agr eement  or  t he Ser i es C I ndent ur e,  at  l aw or  i n equi t y.   I n t he event  of  t he 
occur r ence of  an Event  of  Def aul t  descr i bed i n Sect i on 6. 1( c) ,  al l  amount s dr awn 
under  t he Let t er  of  Cr edi t  and t he cor r espondi ng Bank Bonds,  t oget her  wi t h al l  
i nt er est  accr ued t her eon and al l  ot her  amount s owed t o t he Bank her eunder  shal l  
be i mmedi at el y due and payabl e,  wi t hout  not i ce t o t he Ci t y and wi t hout  
pr esent ment ,  demand,  pr ot est  or  f ur t her  not i ce of  any ki nd.   

 
 ARTI CLE SEVEN 
 
 MI SCELLANEOUS 
 
  Sect i on 7. 1.   Modi f i cat i on of  t hi s Agr eement .   No amendment ,  
modi f i cat i on or  wai ver  of  any pr ovi si on of  t hi s Agr eement  or  any ot her  Rel at ed 
Document ,  and no consent  t o any depar t ur e by t he Ci t y t her ef r om,  shal l  be 
ef f ect i ve unl ess t he same shal l  be i n wr i t i ng and si gned by t he Bank and no 
amendment ,  modi f i cat i on or  wai ver  of  any pr ovi si on of  t he Let t er  of  Cr edi t  shal l  
i n any event  be ef f ect i ve unl ess t he same shal l  be i n wr i t i ng and si gned by t he 
Bank.   Any such wai ver  or  consent  shal l  be ef f ect i ve onl y i n t he speci f i c 
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i nst ance and f or  t he pur pose f or  whi ch gi ven.   No not i ce t o or  demand on t he Ci t y 
i n any case shal l  ent i t l e t he Ci t y t o any ot her  or  f ur t her  not i ce or  demand i n 
t he same,  si mi l ar  or  ot her  ci r cumst ances.    
 
  Sect i on 7. 2.   Successor s and Assi gns.  Thi s Agr eement  i s bi ndi ng on 
t he Ci t y' s and t he Bank' s successor s and assi gnees.   The Ci t y agr ees t hat  i t  may 
not  assi gn t hi s Agr eement  wi t hout  t he Bank' s pr i or  consent .   The Bank may sel l  
par t i ci pat i ons i n or  assi gn t hi s f aci l i t y,  and may exchange f i nanci al  i nf or mat i on 
about  t he Ci t y wi t h act ual  or  pot ent i al  par t i ci pant s or  assi gnees;  pr ovi ded t hat  
such act ual  or  pot ent i al  par t i ci pant s or  assi gnees shal l  agr ee t o t r eat  al l  
f i nanci al  i nf or mat i on exchanged as conf i dent i al ;  and f ur t her  pr ovi ded t hat  under  
no ci r cumst ances wi t h such assi gnment  or  gr ant  of  par t i ci pat i ons r el i eve t he Bank 
of  i t s obl i gat i ons under  t he Let t er  of  Cr edi t .   I f  par t i ci pat i on i s sol d or  t he 
l oan i s assi gned,  t he pur chaser  wi l l  have t he r i ght  of  set - of f  agai nst  t he Ci t y.  
 
  Sect i on 7. 3  Admi ni st r at i on Cost s.   The Ci t y shal l  pay t he Bank f or  
al l  r easonabl e cost s and expenses i ncur r ed by t he Bank i n connect i on wi t h t he 
pr epar at i on,  due di l i gence,  admi ni st r at i on and enf or cement  of  t hi s Agr eement  and 
t he t r ansact i ons cont empl at ed by t hi s Agr eement ,  i ncl udi ng wi t hout  l i mi t at i on,  
t he r easonabl e l egal  f ees and expenses of  counsel  t o t he Bank,  whet her  t he Let t er  
of  Cr edi t  i s i ssued or  not .  
 
  Sect i on 7. 4  At t or neys'  Fees.   The Ci t y shal l  r ei mbur se t he Bank f or  
any r easonabl e cost s and at t or neys'  f ees i ncur r ed by t he Bank i n connect i on wi t h 
t he enf or cement  or  pr eser vat i on of  any r i ght s or  r emedi es under  t hi s Agr eement  
and any ot her  document s execut ed i n connect i on wi t h t hi s Agr eement ,  and i n 
connect i on wi t h any amendment ,  wai ver ,  " wor kout "  or  r est r uct ur i ng under  t hi s 
Agr eement .   I n t he event  of  a l awsui t  or  ar bi t r at i on pr oceedi ng,  t he pr evai l i ng 
par t y i s ent i t l ed t o r ecover  cost s and r easonabl e at t or neys'  f ees i ncur r ed i n 
connect i on wi t h t he l awsui t  or  ar bi t r at i on pr oceedi ng,  as det er mi ned by t he cour t  
or  ar bi t r at or .   I n t he event  t hat  any case i s commenced by or  agai nst  t he Ci t y 
under  t he Bankr upt cy Code ( Ti t l e 11,  Uni t ed St at es Code)  or  any si mi l ar  or  
successor  st at ut e,  t he Bank i s ent i t l ed t o r ecover  cost s and r easonabl e 
at t or neys'  f ees i ncur r ed by t he Bank r el at ed t o t he pr eser vat i on,  pr ot ect i on,  or  
enf or cement  of  any r i ght s of  t he Bank i n such a case.   As used i n t hi s par agr aph,  
" at t or neys'  f ees"  i ncl udes t he al l ocat ed cost s of  t he Bank' s i n- house counsel .  
 
  Sect i on 7. 5  One Agr eement .   Thi s Agr eement  and any r el at ed secur i t y 
or  ot her  agr eement s r equi r ed by t hi s Agr eement ,  col l ect i vel y:  
 

( a)   r epr esent  t he sum of  t he under st andi ngs and agr eement s bet ween 
t he Bank and t he Ci t y concer ni ng t hi s cr edi t ;  

 
( b)  r epl ace any pr i or  or al  or  wr i t t en agr eement s bet ween t he Bank 

and t he Ci t y concer ni ng t hi s cr edi t ;  and 
 
( c)  ar e i nt ended by t he Bank and t he Ci t y as t he f i nal ,  compl et e 

and excl usi ve st at ement  of  t he t er ms agr eed t o by t hem.  
 

I n t he event  of  any conf l i ct  bet ween t hi s Agr eement  and any ot her  agr eement s 
r equi r ed by t hi s Agr eement ,  t hi s Agr eement  wi l l  pr evai l .  
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  Sect i on 7. 6.   I ndemni f i cat i on.   To t he ext ent  per mi t t ed by l aw,  t he 
Ci t y wi l l  i ndemni f y and hol d t he Bank har ml ess f r om any l oss,  l i abi l i t y,  damages,  
j udgment s,  and cost s of  any ki nd r el at i ng t o or  ar i si ng di r ect l y or  i ndi r ect l y 
out  of  ( a)  t hi s Agr eement  or  any of  t he Rel at ed Document s,  ( b)  any cr edi t  
ext ended or  commi t t ed by t he Bank t o t he Ci t y her eunder ,  ( c)  any cl ai m,  whet her  
wel l - f ounded or  ot her wi se,  t hat  t her e has been a f ai l ur e t o compl y wi t h any l aw 
r egul at i ng t he Ci t y' s oper at i ons,  t he Bonds or  any of  t he Rel at ed Document s,  ( d)  
t he use st or age,  pr esence,  di sposal  or  r el ease of  any Hazar dous Subst ances on or  
about  t he Pr oper t y and ( e)  any l i t i gat i on or  pr oceedi ng r el at ed t o or  ar i si ng out  
of  t hi s Agr eement ,  any such document ,  any such cr edi t ,  or  any such cl ai m.   Thi s 
i ndemni t y i ncl udes but  i s not  l i mi t ed t o at t or neys'  f ees ( i ncl udi ng t he al l ocat ed 
cost  of  i n- house counsel ) .   Thi s i ndemni t y ext ends t o t he Bank,  i t s par ent ,  
subsi di ar i es and al l  of  t hei r  di r ect or s,  of f i cer s,  empl oyees,  agent s,  successor s,  
at t or neys,  and assi gns.   Thi s i ndemni t y wi l l  sur vi ve r epayment  of  t he Ci t y' s 
obl i gat i ons t o t he Bank.   Al l  sums due t o t he Bank her eunder  shal l  be obl i gat i ons 
of  t he Ci t y,  due and payabl e i mmedi at el y wi t hout  demand.  
 
  Sect i on 7. 7.   Not i ces.   Unl ess ot her wi se pr ovi ded i n t hi s Agr eement  
or  i n anot her  agr eement  bet ween t he Bank and t he Ci t y,  al l  not i ces r equi r ed under  
t hi s Agr eement  shal l  be per sonal l y del i ver ed or  sent  by f i r st  cl ass mai l ,  post age 
pr epai d,  or  by over ni ght  cour i er ,  t o t he addr esses on t he si gnat ur e page of  t hi s 
Agr eement ,  or  sent  by f acsi mi l e t o t he f ax number s l i st ed on t he si gnat ur e page,  
or  t o such ot her  addr esses as t he Bank and t he Ci t y may speci f y f r om t i me t o t i me 
i n wr i t i ng.   Not i ces and ot her  communi cat i ons sent  by ( a)  f i r st  cl ass mai l  shal l  
be deemed del i ver ed on t he ear l i er  of  act ual  r ecei pt  or  on t he f our t h busi ness 
day af t er  deposi t  i n t he U. S.  mai l ,  post age pr epai d,  ( b)  over ni ght  cour i er  shal l  
be deemed del i ver ed on t he next  busi ness day,  and ( c)  t el ecopy shal l  be deemed 
del i ver ed when t r ansmi t t ed.  
 

 Sect i on 7. 8.   Headi ngs.   Ar t i cl e and par agr aph headi ngs ar e f or  
r ef er ence onl y and shal l  not  af f ect  t he i nt er pr et at i on or  meani ng of  any 
pr ovi si ons of  t hi s Agr eement .  
 
  Sect i on 7. 9.   Count er par t s.   Thi s Agr eement  may be execut ed i n as 
many count er par t s as necessar y or  conveni ent ,  and by t he di f f er ent  par t i es on 
separ at e count er par t s each of  whi ch,  when so execut ed,  shal l  be deemed an 
or i gi nal  but  al l  such count er par t s shal l  const i t ut e but  one and t he same 
agr eement .  
 

Sect i on 7. 10.   No Wai ver ;  Remedi es.   No f ai l ur e on t he par t  of  t he 
Bank t o exer ci se,  and no del ay i n exer ci si ng,  any r i ght  her eunder  shal l  oper at e 
as a wai ver  t her eof ;  nor  shal l  any si ngl e or  par t i al  exer ci se of  any r i ght  
her eunder  pr ecl ude any ot her  f ur t her  exer ci se t her eof  or  t he exer ci se of  any 
ot her  r i ght .   The r emedi es her ei n pr ovi ded ar e cumul at i ve and not  excl usi ve of  
any r emedi es pr ovi ded by l aw.  
 

Sect i on 7. 11.   Sever abi l i t y.   Any pr ovi si on of  t hi s Agr eement  whi ch 
i s pr ohi bi t ed,  unenf or ceabl e or  not  aut hor i zed i n any j ur i sdi ct i on shal l ,  as t o 
such j ur i sdi ct i on,  by i nef f ect i ve t o t he ext ent  of  such pr ohi bi t i on,  
unenf or ceabi l i t y or  non- aut hor i zat i on wi t hout  i nval i dat i ng t he r emai ni ng 
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pr ovi si ons her eof  or  af f ect i ng t he val i di t y,  enf or ceabi l i t y or  l egal i t y of  such 
pr ovi si ons i n any ot her  j ur i sdi ct i on.  
 

Sect i on 7. 12.   Set - Of f .   Upon t he occur r ence and dur i ng t he 
cont i nuance of  any Event  of  Def aul t  t he Bank i s her eby aut hor i zed at  any t i me and 
f r om t i me t o t i me,  wi t hout  not i ce t o t he Ci t y ( any such not i ce bei ng expr essl y 
wai ved by t he Ci t y)  and t o t he f ul l est  ext ent  per mi t t ed by l aw,  t o set  of f  and 
appl y any and al l  deposi t s ( gener al  or  speci al ,  t i me or  demand,  pr ovi si ons or  
f i nal )  at  any t i me hel d and ot her  i ndebt edness at  any t i me owi ng by t he Bank,  
except  i n connect i on wi t h t he Let t er  of  Cr edi t  as her ei n pr ovi ded,  t o or  f or  t he 
cr edi t  or  t he account  of  t he Ci t y agai nst  any and al l  of  t he obl i gat i ons of  t he 
Ci t y now or  her eaf t er  exi st i ng under  t hi s Agr eement ,  i r r espect i ve of  whet her  or  
not  t he Bank shal l  have made any demand her eunder  and al t hough such obl i gat i ons 
may not  have mat ur ed.  
 

Sect i on 7. 13.   Gover ni ng Law.   Thi s Agr eement  shal l  be gover ned by,  
and const r ued i n accor dance wi t h,  t he i nt er nal  l aws of  t he St at e of  Cal i f or ni a.  

Sect i on 7. 14 Bank Agr eement .   The Bank agr ees not  t o ent er  i nt o 
any agr eement  whi ch woul d adver sel y af f ect  t he excl usi on f r om gr oss i ncome f or  
pur poses of  f eder al  i ncome t axat i on of  t he i nt er est  on t he Bonds.  
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Thi s Agr eement  i s execut ed as of  t he dat e st at ed at  t he t op of  t he 
f i r st  page.  

 
 
BANK OF AMERI CA,  N. A.      CI TY OF MANHATTAN BEACH 
 
 
By_______________________    By_________________________ 
Typed Name:  Mi chael  C.  Jones    Typed Name_________________ 
Ti t l e:   Vi ce Pr esi dent      
 Ti t l e________________________ 
 
Addr ess wher e not i ces t o      Addr ess wher e not i ces t o 
t he Bank ar e t o be sent :      t he Ci t y ar e t o be sent :  
     
CA9- 193- 13- 17      1400 Hi ghl and Avenue 
 
333 Sout h Hope St . ,  13th Fl r .      Manhat t an Beach,  CA 
90266 
Los Angel es,  CA 90071    At t n:  Chi ef  Admi ni st r at i ve Of f i cer  
Facsi mi l e:  213- 621- 3606     Facsi mi l e:  310- 802- 5001  
 
        ATTEST:  
 
 
        By: _________________________ 
        Typed Name_________________ 
        Ci t y Cl er k 
 
        APPROVED AS TO FORM:  
 
 
        By: ________________________ 
        Typed Name________________ 
        Ti t l e_______________________ 
 


