Agenda Item #:

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 credit' (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

" 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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RESOLUTION NO. 6073

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
MANHATTAN BEACH, CALIFORNIA, APPROVING THE EXECUTION
OF A REIMBURSEMENT AGREEMENT AND AUTHORIZING
CERTAIN OTHER ACTIONS RELATED TO THE DELIVERY OF A
SUBSTITUTE LETTER OF CREDIT FOR THE SOUTH BAY
REGIONAL PUBLIC COMMUNICATIONS AUTHORITY VARIABLE
RATE DEMAND REVENUE BONDS, 2001 SERIES C

WHEREAS, the City of Manhattan Beach, California, (the “City") and the South Bay
Regional Public Communications Authority (the “Authority”) have financed the acquisition, construction,
installation and equipping of a consolidated, regional computer-assisted dispatch system (the “Project”)
to promote the public safety of the members of the Authority (the “Members”), including the City through
the issuance of the Authority’s Variable Rate Demand Revenue Bonds, 2001 Series C (the “2001 Series
C Bonds"); and

WHEREAS, the City and the Authority desire to authorize the actions necessary to
deliver a substitute Letter of Credit as defined in the Indenture of Trust, dated as of January 1, 2001 by
and between the Authority and BNY Western Trust Company, as trustee (the “Trustee™); and

WHEREAS, in connection with the delivery of the substitute Letter of Credit, the Bonds
will be remarketed by Morgan Stanley & Co. Inc. (the “Remarketing Agent”); and

WHEREAS, in connection with the proposed delivery of the substitute Letter of Credit,
there has been presented to the City the form of the Reimbursement Agreement by and between Bank
of America, N.A. and the City (the “Reimbursement Agreement”) for approval.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF MANHATTAN BEACH,
CALIFORNIA, DOES HEREBY RESOLVE, DECLARE, DETERMINE AND ORDER AS FOLLOWS:

SECTION 1. The City Council hereby approves the Reimbursement Agreement in
substantially the form presented to the City Council and on file with the City Clerk. Each of the Mayor,
the City Manager, and the Finance Director (each a “Responsible Officer’) is hereby authorized to
execute the Reimbursement Agreement in substantially the form presented hereto, with such revisions,
amendments and completions as shall be approved by any Responsible Officer, with the advice of Bond
Counsel, such approval to be conclusively evidenced by the execution and delivery thereof by any
Responsible Officer.

SECTION 2. Each Responsible Officer and their written designees, are hereby
appointed as the officers of the City authorized for all purposes required by the Letter of Credit and the
Reimbursement Agreement and are hereby authorized, empowered, and directed to do all such acts
and things and to execute all such documents as may be necessary to carry out and comply with the
foregoing authorized actions and the purposes of this resolution.

SECTION 3. The Responsible Officers are hereby authorized and directed, to do
any and all things and to execute and deliver any and all documents, including documents and
agreements relating to the Bonds, which they may deem necessary or advisable in order to
consummate the tender and remarketing of the Bonds, the delivery of the substitute Letter of Credit and
otherwise to effectuate the purposes of this resolution.

SECTION 4.  This resolution shall take effect immediately.

SECTIONS.  The City Clerk shall make this Resolution reasonably available for public
inspection within thirty (30) days of the date this Resolution is adopted.

SECTIONG6. The City Clerk shall certify to the adoption of this Resolution and
thenceforth and thereafter the same shall be in full force and effect.



Ayes:
Noes:
Absent:
Abstain:

ATTEST:

PASSED, APPROVED and ADOPTED this 21% day of November, 2006.

Res. 6073

Mayor, City of Manhattan Beach, California

City Clerk




REl MBURSEMENT AGREEMENT

bet ween

BANK OF AMBER CA, N A

and

A TY G- NANHATTAN BEACH

Dated as of Decenber 1, 2006

Relating to the

$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 REl MBURSEMENT AGREEMENT (the “Agreement”) is nmade as of Decenber 1,
2006 by and between BANK COF AMERICA, N A, a national banking association (the
“‘Bank”) and the A TY CF MANHATTAN BEACH a nuni ci pal corporation and general | aw
city organi zed under constitution and the laws of the State of California (the
‘aty”).

REA TALS

A The Gty is a nmenber of the South Bay Regi onal Public Communi cations
Authority, a California joint powers authority (the "Authority”).
The Authority previously issued its Variable Rate Denmand Revenue
Bonds 2001 Series C (G ty of Manhattan Beach Project) (the “Bonds”),
the proceeds of which were used for the acquisition, construction,
installation and equi pping of a consolidated, regional conputer-
assi st ed di spatch system(the “Project”) to pronmote the public safety
of the menbers of the Authority (the "Menbers”), including the Gty.

B. Each Menber entered into an operating and service agreenent (the
“Qoerating Agreenents) with the Authority pursuant to which the
Authority owns and operates the Project for the benefit of the
Menbers and each Menber agrees to pay, on a pro rata basis, its
portion of the cost of the Project (the “Project Fi nancing Payments”)
and the cost of its annual operation (the "Cperating Paynents”)
(collectively, the “Menber Paynents.”

C The Authority issued three series of revenue bonds to finance the
Proj ect, each series secured by Project Financing Paynents nade by
one the three Menbers. The Bonds were issued by the Authority
pursuant to an Indenture dated as of January 1, 2001 (the “Series C
I ndent ure”) between the Authority and BNY Véstern Trust Conpany (the
“Trustee”), and are secured by a separate pledge of the Project
Fi nanci ng Payments and ot her anounts to the extent received by the
Authority (the “Revenues”) pursuant to an perating Agreenent dated
as of January 1, 2001 (the “Series C Qperating Agreenent”) between
the Authority and the Gty. The out standi ng principal amount of
the Bonds is $[ 1,800, 000] .

D. In order to support paynent of principal and interest with
respect to the Bonds, Allied Irish Banks, p.l.c. (AIB’) issued its
irrevocabl e letter of credit for the account of the Gty (the
‘AB Letter of Oredit”), and the AIB Letter of Oredit will expire
on January 17, 2006.
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E In order to provide a substitute letter of credit for the AIB Letter
of CGedit and to provide a source for payment when due of the
principal of and interest on and the purchase price of the Bonds,
the Bank will provide a letter of credit (the “Letter of Oedit”)
pursuant tothis Letter of Oredit and Rei nbursenment Agreenent, dated
as of Decenber 1, 2006 (the “Agreerment”) initially in the anount of
$ .00, such Letter of CGredit to constitute “Substitute
Security” pursuant to the Series C Indenture;

F. The Bank is willing to provide the Letter of Gedit to the Trustee
upon the terns and conditions herein set forth.

NON THEREFCRE, in consideration of the foregoing recitals and the
covenants contained herein, and in order to induce the Bank to issue its letter
of credit, the Gty and the Bank hereby agree as follows (capitalized terns used
herei n and not ot herw se defined have t he neaning set forth in Section 1 hereof):

ARTI CLE ONE
DEFI N TI ONS

Section 1.1 Definitions. Capitalized ternms not defined in this
Agreenent shall have t he neani ngs assigned to themin the Indenture. In addition
to terns defined el sewhere in this Agreement, as used herein the follow ng terns
shal | have the fol | owi ng meani ngs unl ess t he cont ext ot herwi se requires, and such
nmeani ngs shall be equally applicable to both singular and plural forns of the
ternms herein defined:

"Agreement" shal |l nean this Rei nbursenent Agreenent, as the sane may
fromtine to tine be anended, suppl enented or otherw se nodified i n accordance
withits terns.

"Aut hori zed Representative" shall mean such person at the time and
fromtime to time authorized by resolution to act on behalf of the Gty by
witten certificate furnished to the Bank.

"Bank" shall nean Bank of America, N A

“‘Bank Bonds” shall nean the Bonds held by the Tender Agent for the
benefit of the Bank as provided in Section 2.15 of the | ndenture.

‘Bonds” shall nean the South Bay Regional Public GConmunications
Authority Variabl e Rate Demand Revenue Bonds, 2001 Series C (Gty of Manhattan
Beach Project).

"Busi ness Day" shall mean a day other than a Saturday, Sunday or
other day on which comrercial banks are authorized to close, or are in fact
closed, in the state where the Bank's |l ending office is |ocated.




"dty" shall mean the Gty of Mnhattan Beach, a runicipal
corporation and general lawcity duly organi zed and exi sting under and by virtue
of the constitution and the laws of the State of California.

"Dat e of | ssuance" shall mean t he date on whi ch t he Bank del i vers t he
Letter of redit pursuant to this Agreenent.

"Default Rate" shall mean the Prime Rate plus 2% per annum

"Drawi ng" shall nean a draw ng under the Letter of Oredit resulting
fromthe presentation to the Bank by the Trustee of a certificate in the formof
Annex AA B, Cor Dto the Letter of Oedit.

"Drawi ng Date" shall nean the date on which the Bank pays a Draw ng
on the Letter of Credit.

"Event of Default" shall mean any event specified in Section 6.1 of
thi s Agreenent, provided that any requirenment for notice, | apse of tine, or both,
or any other condition has been satisfied.

"Expiration Date" shall mean the expiration date specified in the
Letter of Oredit, unless the Expiration Date of the Letter of redit is extended
in accordance with Section 2.1 hereof, in which case the Expiration Date shall
nean the date to which the Letter of Gredit has been extended.

"Letter of redit" shall mean the irrevocable direct pay letter of
credit to be issued by the Bank pursuant hereto for the account of the Gty in
favor of the Trustee to support paynent of the Bonds, in substantially the form
of Exhibit Ato this Agreenent with appropriate insertions, as it may be anended
or supplenented fromtine to tine.

"Letter of Oedit Conmtrent" shall nean U.S. $ .00, whichis
conprised of a principal component of $[1,800,000.00] and an interest conponent
of $ . 00.

"(bligations" shall nmean the fees relating to the Letter of Credit,
any and al| obligations of the Gty to reinburse the Bank for a drawi ng under the
Letter of Gredit, and all other obligations of the Gty to the Bank ari si ng under
or inrelation to this Agreenent.

"Paynment (ffice" shall nean with respect to the Bank, the office of
the Bank | ocated at the address set forth in Section 7.2 hereof or such other
office as the Bank may fromtine to ti ne designate.

"Person" neans a natural person, a firm a corporation, a
partnership, an association, a trust or any other entity or organization,
i ncl udi ng a governnent or political subdivisionor any agency or instrunentality
t her eof .



“‘Prime Rate” shall nean the rate of interest publicly announced from
tine totime by the Bank as its Prime Rate. The Prime Rate is set by the Bank
based on various factors, including the Bank's costs and desired return, general
econom ¢ conditions and other factors, and is used as a reference point for
pricing sone |oans. The Bank may price loans to its customers at, above, or
bel ow the Prime Rate. Any change in the Prine Rate shall take effect at the
openi ng of busi ness on the day specified in the public announcenment of a change
inthe Bank's Prine Rate.

“‘Proj ect” shall have the meaning assigned to that termin Recital B.

‘Rel ated Docunents" shall have the neaning set forth in Section
3. 1(b) hereof.

“Series C Indenture” shall have the neaning set forth in Recital C

“Series C (perating Agreenent” shall have the nmeaning set forth in

Recital C

"Stated Anount" shal |l nean the princi pal anount avail abl e t o be drawn
under each Letter of Credit.

ARTI CLE TVWO
LETTER OF CREDI'T

Section 2.1. |Issuance of Letter of Gedit; Extension of Letter of

Cedit.

(a) Extension of Oedit. The Bank hereby agrees, on the terns
and subject to the conditions hereinafter set forth, to issue the Letter of
OGedit to the Trustee, in accordance with the ternms of this Section 2.1. The
Letter of Oredit shall be issued by the Bank upon satisfaction by the Gty of all
condi tions precedent set forthin Section 3.1 hereof, and for a stated termfrom
the date of the Letter of CGredit to the Expiration Date.

(b) Ext ension of Expiration Date. The initial Expiration Date for
the Letter of Gredit shall be Decenber 15, 2009; provided that the Expiration
Date nmay be extended on an annual basis, commencing Decenber 15, 2007, for a
period of at least one year. Any request for an extension of the Letter of
Oredit nust be in witing and acconpani ed by such information as the Bank nay
reasonabl y request and such request nust be recei ved by the Bank no | ater than 90
days prior to the Expiration Date then in effect. The Bank, in its sole and
absol ute discretion, may elect not to extend the termof the Letter of CGredit.
If the Bank has not agreed to the request for extensioninwiting wthin 45 days
after the Bank received the Gty's witten request and the other infornation
requested by the Bank, the Gty’s request shall be deemed to be deni ed.

(c) Drawing on the Letter of Gredit. Draw ngs to be made under the
Letter of Oredit shall be made by presentation by hand delivery, by tel ecopy,
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with receipt confirmed, with an original to follow by mail, in the formof a
si ght draft, acconpani ed by t he appropriate annex subnitted by t he Trustee and no
further presentation of docurmentation, including the original Letter of Credit,
need be made; it being understood that the telecopy, with receipt confirmed,
shall in all events be considered to be the sol e operative i nstrunment of draw ng.
The Bank may rely upon any such tel ecopy drawi ng that the Bank, in good faith,
bel i eves to have been di spat ched by the Trustee.

(d) Reduction and Reinstatenent. The Stated Anount of the Letter
of Oedit shall be reduced by the anount of each Drawi ng, and shal | be reinstated
following certain Drawings, all as provided in the Letter of Credit.

Section 2.2. Reinbursenent of Drawi ngs.

(a) Subj ect to Section 2.5, the Gty hereby agrees to rei nburse to
the Bank for any Drawi ng under the Letter of Gredit as follows: (i) on the sane
day established under the Series C Indenture for paynment of anounts due with
respect to the Bonds, a sumequal to the amount drawn on the Letter of redit on
such paynent date to pay regularly schedul ed payments of principal of and
i nterest accrued on the Bonds; (ii) upon demand, upon the occurrence of an Event
of Default, interest on all bligations, including all outstanding Draw ngs, at
the Default Rate; and (iii) no later than thirty (30) days follow ng the date of
a Drawing to pay the purchase price of tendered Certificates, the amount drawn
under the Letter of Oredit, together with interest thereon at the Prine Rate.

(b) The Gty hereby agrees to pay i nterest on the unpaid princi pal
anmount of each Drawing at a rate per annum equal to the Prinme Rate. The
princi pal anmount of any Drawing not paid when due shall bear interest at the
Default Rate.

(c) If the Gty shall fail to pay when due (whether at maturity, on
demand, by reason of acceleration or otherw se) any armount due and unpaid
her eunder, each such unpai d amount shall (to the extent permtted by applicable
law) bear interest for each day fromand including the date it was so due until
paid in full at a rate per annumequal to the Default Rate, payable on demand.

Section 2.3. Letter of Oedit Fees and G her Paynents.

Letter of Oredit Fee. The Gty agrees to pay an annual Letter of
Oredit fee equal to (i) the nunber of percentage points indicated bel owfor the
then-current issuer general obligation ratings by Standard & Poor’s Rating
Service and Mbody’s Investor Service on the District’s general obligations
miltiplied by (ii) the Stated Amount of the Letter of Credit:

Rating Per cent age Points
AAN Aaa - AA-/ Aa3 . 40%

A1/ A+ . 65%

A2/ A . 90%
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A3/ A 1. 15%

BBB+/ Baa
1.40%

If either S& or Mdody’s shall rate the issuer general obligation credit
ratings of the Dstrict lower than the other rating agency, the nunber of
percentage points used to calculate the fee wll be determned by
reference to the | ower rating.

(a) The initial Letter of Oredit fee shall be due and payabl e on
the Date of |ssuance and shall include the fees for the period fromthe Date of
| ssuance t hrough Decenber 31, 2006. Thereafter, the Letter of Gedit fee shall
be paid quarterly inarrears on the first day of each cal endar quarter comenci ng
on April 1, 2007 (the initial quarterly payment shall include the fees for the
peri od commenci ng on January 1, 2007 through March 31, 2007).

(b) CGher Fees. In addition, the Gty shall pay to Bank upon the
anendnent or transfer of the Letter of Oredit and upon the negotiation of each
draft drawn under the Letter of Gredit, fees and charges determned by Bank in
accordance wi th Bank's standard fees and charges in effect at the tine the Letter
of redit is anended or transferred or any draft is paid.

(c) Calculation of Fees and Interest. Al fees and interest
payabl e under this Agreenent shall be cal cul ated on the basis of a 365-day year
and actual days el apsed.

(d) Costs and Expenses. The Gty shall pay any and all reasonabl e
fees, charges and expenses, payable or incurred by the Bank in connection with
the execution, delivery, performance and enforcenent of this Agreenent and the
Letter of Gredit, including without limtation, the fees and expenses of counsel
to the Bank, together with interest on such amounts fromthe date such payrent is
due until paid at a rate per annumequal to the Default Rate, and agrees to save
the Bank harmiess fromand against any and all liabilities with respect to or
resulting fromany delay in paying or omssion to pay such fees and expenses.

(e) Additional Costs. The Gty will pay the Bank, on denand, for
the Bank's costs or | osses arising fromany statute or regul ati on, or any request
or requirement of a regulatory agency which is applicable to all national banks
or aclass of all national banks. The costs and | osses will be allocated to the
loan in a manner determ ned by the Bank, using any reasonabl e method. The costs
i ncl ude the foll ow ng:

(i) any reserve or deposit requirenents; and

(ii) any capital requirenents relating to the Bank's assets
and commtnents for credit.



(f) Taxes. If any taxes are inposed on any paynents nade by
the Gty (including payments under this paragraph) other than ordinary incone
taxes payabl e by the Bank, the Gty will pay the taxes and will also pay to the
Bank, at the tinme interest is paid, any additional anount which the Bank
specifies as necessary to preserve the after-tax yield the Bank would have
recei ved if such taxes had not been inposed. The Gty will confirmthat it has
paid the taxes by giving the Bank official tax receipts (or notarized copies)
within thirty (30) days after the due date.

(9) Payment (ffice. Al payments to be made by the Gty to the
Bank hereunder or in connection herewith, shall be nmade at the address of the
Bank set forth on the signature page hereof not later than 1:00 p.m, New York
time, on the date due and shall be made in awful noney of the Uhited States of
Arerica and in i mmedi atel y avail abl e funds. Any anount not recei ved by t he Bank
by such tine shall be deened to have been received on the next succeeding
Busi ness Day. Al such paynents not recei ved on the date due shall bear interest
until paynent in full at the Default Rate.

(h) oligation Absolute. Subject to Section 2.5, the obligations
of the Gty under this Agreement shall be unconditional and irrevocable, and
shall be paid or performed strictly in accordance with the ternms of this
Agreerent under al | circunstances what soever, including, without limtation, the
fol I owi ng ci rcunst ances:

(i) the existence of any claim set-off, defense or other
rights which the Gty nmay have at any tine agai nst the Trustee, any
beneficiary or any transferee of the Letter of Oedit (or any
persons for whom the Trustee, any such beneficiary or any such
transferee may be acting) or the Bank, whether in connection with
the transactions contenplated by this Agreenent or any related or
unrel ated transactions;

(ii) any breach of contract or other dispute between the
Gty, the GCorporation, the Trustee, any beneficiary or any
transferee of the Letter of Oredit (or any person for whom the
Trustee, any such beneficiary or any such transferee nay be acting),
the Bank or any other person;

(iii) any delay, extension of tine, renewal, conprom se or
ot her indul gence or nodification granted or agreed to by the Bank,
with or without notice to or approval by the Gty, in respect of any
of the Gty's obligations to the Bank under this Agreenent;

(iv) any certificate, statenent or any other docunent
presented under the Letter of Cedit proving to be forged,
fraudul ent, invalid or insufficient in any respect or any statemnent
therein being untrue or inaccurate in any respect, provided that
paynment by the Bank under the Letter of Gredit agai nst presentation
of any such certificate, statement or docunent shall not have
constituted gross negligence or willful msconduct of the Bank;



(v) any non-appl i cation or msapplication by the Trustee of
the proceeds of any Drawi ng under the Letter of Cedit;

(vi) paynent by the Bank under the Letter of Oredit agai nst
presentation of a certificate which does not conply with the terns
of the Letter of Oedit, provided that such payment by the Bank
shal | not have constituted gross negligence or willful m sconduct of
the Bank; and

(vii) any other circumstance or happeni ng what soever, whet her
or not simlar to any of the foregoing.

(k) Non- Busi ness Days. |f any sumbecones payabl e pursuant to this
Agreement on a day which is not a Business Day, the date for paynent thereof
shal | be extended, w thout penalty, to the next succeedi ng Busi ness Day, and such
extended time shall be included in the conputation of interest and fees.

(') Taxes. Al payrments made by the Gty hereunder shall be made
free and cl ear of and without deduction for any present or future i ncone, stanp
or other taxes, levies, inposts, deductions, charges, fees, withholdings,
restrictions or conditions of any nature now or hereafter inposed, |evied,
collected, withheld or assessed by any jurisdiction or by any political
subdi vision or taxing authority thereof or therein (whether pursuant to United
States Federal, state or local lawor foreignlaw) and all interest, penalties or
simlar liabilities, excluding taxes on the overall net inconme of the Bank (such
non- excl uded taxes are hereinafter collectively referred to as the "Taxes"). |If
the Gty shall be required by | aw to deduct or to wi thhold any Taxes fromor in
respect of any armount payabl e hereunder, (i) the anobunt so payable shall be
increased to the extent necessary so that after making all required deductions
and wi t hhol di ngs (i ncl udi ng Taxes on armount s payabl e t o t he Bank pursuant tothis
sentence) and decreased to give effect to any refunds or credits received by the
Bank so that the Bank recei ves an anmount equal to the sumit woul d have recei ved
had no such deductions or withhol dings been nade (ii) the Aty shall nake such
deductions or withholdings and (iii) the Gty shall pay the full anount deducted
or withheld to the rel evant taxation authority i n accordance with applicabl e | aw.

Wienever any Taxes are payable by the Gty, as pronptly as possible thereafter
the Gty shall send the Bank an official receipt or other docunentation
satisfactory to the Bank evi denci ng paynment to such taxation authority.

(m Maxi num Rate. To the extent pernitted by law, in the event
that a rate of interest required to be paid by the Gty under this Agreenent
shal | exceed a maxi mumrate established by | aw, any subsequent reduction in the
rate of interest required to be paid by the Gty hereunder will not reduce the
rate of interest bel owthe naxi numrate established by lawuntil the total anount
of interest accrued equal s the anount of interest which woul d have accrued i f the
rate of interest required hereunder (without giving effect tothis paragraph) had
at all times been in effect.

Section 2.4. Liability of Bank. Neither the Bank nor any of its
officers or directors shall be |liable or responsible for (a) the use whi ch may be
made of the Letter of Oredit or for any acts or om ssions of the Trustee and any
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transfer in connection therewith; (b) the validity, sufficiency or genui neness of
docunents, or of any endorsenent(s) thereon, even if such docunents should in
fact prove to be in any or all respects invalid, insufficient, fraudulent or
forged; (c) paynent by the Bank agai nst presentation of docunents whi ch do not
conply withthe terns of the Letter of redit, including failure of any docunents
to bear any reference or adequate reference to the Letter of Gedit; or (d) any
ot her circunstances whatsoever in making or failing to make paynent under the
Letter of Oredit, except only that the Gty shall have a cl ai magai nst the Bank,
and the Bank shall be liable to the Gty, to the extent of any damages suffered
by the Gty by (i) the Bank's wllful msconduct or gross negligence in
det er mi ni ng whet her docurents presented under the Letter of Oredit conply with
the terms of the Letter of Gredit or (ii) the Bank's willful failure or gross
negligence infailing to pay under the Letter of Oredit after the presentationto
it by the Trustee of a sight draft and certificate strictly conplying with the
terms and conditions of the Letter of Oedit. In furtherance and not in
limtation of the foregoing, the Bank may accept docunents that appear on their
face tobeinorder, without responsibility for further investigation, regardl ess
of any notice or information to the contrary; provided, that if the Bank shall
receive witten notification fromthe Trustee and the Gty that sufficiently
identified (in the opinion of the Bank) docurments to be presented to the Bank are
not to be honored, the Bank agrees that it will not honor such docunents.

The Bank shall not be liable or responsible in any respect for (i)
any error, onmssion, interruption or delay in transm ssion, dispatch or delivery
of any nessage or advice, however transmtted, in connection with the Letter of
Oredit or (ii) any action, inaction or om ssion which may be taken by it in good
faith in connection with the Letter of Oredit; provided that the Gty shall not
be liable or responsible in any respect if such liability or responsibility
results fromthe willful msconduct or gross negligence of the Bank. The Gty
further agrees that any action taken or omtted by the Bank under or in
connection with the Letter of Oedit or the related draft or docunments, if done
ingood faith wi thout gross negligence, shall be effective against the Gty as to
the rights, duties and obligations of the Bank and shall not place t he Bank under
any liability to the Gty.

Section 2.5. Nature of hligations of the Aty.

(a) The ol i gations hereunder shall not constitute a general obligation
of the Gty, and shall be secured by and payable solely fromthe follow ng (the
“Col l ateral ”): (a) the Series CProject Financing Paynents; (b) the anounts hel d
in the funds and accounts establ i shed under the Series Clndenture or the Series
C perating Agreement with respect to the Series C Bonds, other than the Rebate
Fund and t he Purchase Fund, and all other funds and accounts with any Col | ateral
or proceeds of any Collateral on deposit therein; and (c) to the extent not
already included in (a) and (b) above, Series C Revenues. The Gty acknow edges
that inthe Series Clndenture the Authority has pl edged and placed a lien on the
Collateral to and for the benefit of the Bank and the Trustee on behal f of the
Series CBondhol ders. The Gty hereby pl edges, places a first and prior lien on,
assigns and grants a security in its interest, if any, in the Collateral, to
secure the obligations to the Bank under this Agreement and any Bank Bonds. Such
lienis subject tono other liens other than the lien on the Series C Revenues in
favor of the Trustee on behal f of the Series C Bondhol ders.
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(b) The obligations of the Gty under this Agreenent to rei nburse
t he Bank for Draw ngs shall be paid and perfornmed strictly in accordance with the
terns of this Agreenent under all circunstances whatsoever, including, wthout
limtation, the foll ow ng circunstances:

(a) any lack of validity or enforceability of this Agreenent, the
Letter of Gredit or any of the Rel ated Docunents;

(b) any amendnent or wai ver of, or any consent to or departure from
this Agreenent or any Rel ated Docunents;

(c) the exi stence of any claim set-off, defense or other rights
which the Gty nay have at any tinme against the Trustee, any beneficiary or any
transferee of the Letter of Oredit (or any person for whomthe Trustee, any such
beneficiary or any such transferee may be acting), the Bank or any ot her person,
whether in connection with this Agreenent, the Letter of Cedit, the Related
Docurrents or any unrel ated transacti on;

(d) any statenment in any certificate or any other docunent
presented under the Letter of Oredit proving to be forged, fraudul ent, invalid or
insufficient in any respect or any statement therein being untrue or inaccurate
in any respect whatsoever;

(e) paynment by the Bank under the Letter of Cedit against
presentation of a draft or certificate which does not conply with the terns of
the Letter of CGredit;

unless any of the foregoing results from the gross negligence or wllful
m sconduct of the Bank.
ARTI CLE THREE
OONDI TI ONS  PRECEDENT
Section 3.1. Conditions Precedent to | ssuance of Letter of Gredit.
The obligation of the Bank to i ssue the Letter of Oredit shall be subject to the

fulfillnent of the following conditions precedent on or before the Date of
| ssuance thereof, in a manner satisfactory to the Bank and its counsel:

(a) The Bank shal | have recei ved an opi ni on of Hawki ns, Del afiel d &
Wod LLP, as special counsel, as required by clause (b)(4) of the definition of
“Substitute Security” in the Series C Indenture, in form and substance
satisfactory to the Bank and its counsel, dated the Date of |ssuance.

(b) The Bank shall have received an opinion of Bank counsel, in
formand substance satisfactory to the Bank dated the Date of |ssuance.

(c) The Bank shal |l have recei ved an opinion of the Gty Attorney,
in formand substance satisfactory to the Bank and its counsel;
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(d) The Bank shal | have recei ved on the Date of |ssuance certified
copies or executed originals, as the Bank may request, of the Agreenent, the
Series Clndenture, the Series C (perating Agreement, and the other docunents,
certificates and opi ni ons executed and delivered in connection with i ssuance of
the Bonds (collectively, the "Rel ated Docunents") and any ot her docurents whi ch
t he Bank may reasonabl y request evidencing that all necessary action (including,
without |imtation, adoption of resolutions) required to be taken by the Gty in
connection with the authori zati on, execution, issuance, delivery and performance
of such docurents and any ot her docurent required to be delivered by the Gty
pursuant to or in connection with this Agreement or the transactions contenpl ated
her eby, has been taken.

(e) The Bank shall have received a certificate signed by an
Aut hori zed Representative of the Gty dated the Date of |ssuance stating that on
such date:

(i) the representations and warranties set forth in this
Agreenent and in any other certificate, letter, witing or
i nstrument delivered by the Gty to the Bank pursuant hereto or in
connection herewith, shall be true and correct as of the Date of
| ssuance;

(ii) no material adverse change shall have occurred in the
condition (financial or otherwi se) of the Gty prior to the Date of
| ssuance;

(iii) on the Date of |ssuance no Event of Default or no event,
act or omission which with notice, |apse of tine or both, would
constitute such an Event of Default, shall have occurred and be
conti nui ng; and

(iv) thereis nolawsuit, tax claimor other dispute pending
or threatened against the Gty which, if lost, would inpair the
Oty's financial condition or ability to repay the unrei nbursed
Drawi ngs, except as have been disclosed in witing to the Bank.

(f)  The Bank shal | have recei ved copi es of resolutions of the Gty
Council of the Gty, certified as of the Date of Issuance by the Gty Qerk,
aut hori zi ng, anmong ot her things, the execution, delivery and perfornance by the
Oty of this Agreement and authorizing the Gty to obtain issuance of the Letter
of Oedit pursuant to this Agreement.

(9) The Bank shall have received a certificate of an Authorized
Representative of the Gty dated the Date of Issuance certifying as to the
aut hority, incunbency and speci men si gnatures of the Authorized Representative of
the Gty authorized to sign this Agreenent and any other docunents to be
delivered by it hereunder and who will be authorized to represent the Gty in
connection with this Agreement, upon which the Bank may rely until it receives a
new such certificate.
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(h) Except for state "bl ue sky" | aws, the Bank shal |l have recei ved
true and correct copi es of any and all governmental approval s necessary for the
Oty to enter into this Agreenent and such approval s necessary at the Date of
I ssuance for the transactions contenplated thereby and hereby, or if no
governnmental approvals are required, a certificate of an Authorized
Representative of the Gty to the effect that no such approval s are necessary.

(i) The Bank shall have received copies of the audited financial
statenents of the Aty for the three nost recent years for whi ch such statenents
are avail abl e, unaudited financial statements of the Gty for any fiscal year for
whi ch audited financi al statenents are unavail abl e and a copy of the Qty's 2006-
2007 adopt ed budget .

(j) The Bank shall have received a copy of the Gty investment
policy as well as other information with respect to the Gty Investnent Pool,
county investnent strategies and related i nformation as the Bank may request.

(m Evi dence of use and occupancy i nsurance, general liability and
property damage insurance required to be carried by the Gty pursuant to the
Lease Agreenent satisfactory to the Bank.

(n) Al other legal matters pertaining to the execution and
delivery of this Agreenent, the issuance of the Letter of Oedit and the ot her
Rel at ed Docunents shal |l be reasonably satisfactory to the Bank and their counsel .

ARTI CLE FOR
REPRESENTATI ONS AND WWARRANTI ES
Section 4. 1. Representations and Vrranties. In order to induce the
Bank to enter into this Agreement and to i ssue the Letter of Oredit provided for

inthis Agreenent, the Gty represents and as of the Date of |ssuance, warrants
and covenants with respect to itself, this Agreement and certain matters:

(a) The Gty is a municipal corporation and general law city
organi zed and existing by virtue of and under the Constitution and the | aws of
the State of California, has the requisite power to carry on its present and
proposed activities, and has and had full power, right and authority to enter
into this Agreenent and the Related Docunments to which it is a party and to
performeach and all of the matters and things herein and therein.

(b) This Agreenent, and any instrument or agreenent required
hereunder, are within the Gty's powers, have been duly authorized, and do not
conflict with any of its organizational papers.

(c) This Agreenent is a legal, valid and bi ndi ng agreenent of the
Oty, enforceable against the Gty in accordance with its terns, and any
i nstrument or agreemnent required hereunder, when executed and delivered, will be
simlarly legal, valid, binding and enforceabl e.
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(d) The execution and delivery of, and performance by the Gty of
its obligations under, this Agreement and the Rel ated Docunents to which it is a
party, and any and all instruments or docunents required to be executed in
connection herewith or therewith were and are within the powers of the Gty and
will not violate any provision of any applicable |aw, regulation, decree or
governmental authorization, and will not in any material respect viol ate or cause
a default under any provision of any contract, agreement, nortgage, indenture or
other undertaking to which it is a party or which is binding upon it or any of
its property or assets, and will not result in the inposition or creation of any
l'ien, charge, or encunbrance upon any of its properties or assets pursuant to the
provi sions of any such contract, agreenent, nortgage, indenture or undertaking.

(e) Except for state "bl ue sky" laws, all authorizations, |icenses,
consents, approvals and undertakings which are required to be obtained by the
Gty under any applicable law in connection with the execution, delivery and
performance by the Gty of its obligations under, or in connection with, this
Agreement and the Rel ated Documents to which it is a party, have been recei ved on
or prior to the Date of Issuance; and all such authorizations, I|icenses,
consents, approvals and undertakings are in full force and effect.

(f) This Agreement does not conflict with any |aw, agreenent, or
obligation by which the Gty is bound.

(9) Al financial and other infornation that has been or will be
supplied to the Bank is sufficiently conpl ete to gi ve t he Bank accurat e know edge
of the AQty's financial condition, including all nmaterial contingent liabilities.

Since the date of the most recent financial statement provided to the Bank,
t here has been no materi al adverse change i n t he busi ness condition (financial or
ot herw se), operations, properties or prospects of the Gty.

(h) There is no lawsuit, tax claimor other dispute pending or
threatened against the Gty which, if lost, would inpair the Gty's financial
condition or ability to performits obligations under this Agreement, except as
have been disclosed in witing to the Bank.

(i) The Series C (perating Agreerment is in full force and ef fect
and no default has occurred under such agreenent.(j) The Aty is not in default
on any obligation for borrowed noney, any purchase noney obligation or any ot her
material |ease, conmitment, contract, instrunent or obligation.

(k) The Gty is not i mmune fromjurisdiction in any court or from
| egal process under the laws of the Uhited States of Anerica or the State of
California with respect to this Agreement or any of the Rel ated Docurrents.

() The representations and warranties of the Gty in the Rel ated
Docurents to which it is a party are true and correct, and the Gty makes such
representations and warranties for the benefit of the Bank as if the sane were
set forth at lengthin this Agreenent and the Gty has furni shed the Bank a true
and correct copy of all of the Rel ated Docunents as in effect on the date hereof.
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ARTI CLE FI VE

OOVENANTS

Section 5.1. Affirmati ve Covenants. The Gty covenants and agrees
with the Bank as foll ows:

(a) Subject to Section 2.5, the Gty shall reinburse the Bank for
any unreinbursed Drawi ngs under the Letter of Oredit as required by Section
2.2(a).

(b) The Gty shall provide the follow ng financial information
and statements in formand content acceptable to the Bank, and such additi onal
information as requested by the Bank fromtine to tine:

(i) Wthin 180 days of the Gty's fiscal year end, the
Gty's annual financial statements, certified and dated by an
aut hori zed financi al officer of the GQty. These financial statenents
nust be audited (with an unqualified opinion, using the accounting
standards then applicable to the Gty) by a Certified Public
Account ant acceptabl e to the Bank.

(ii) The Aty shall, pronptly upon its approval and within 90
days of the final adoption of the annual budget of the Gty, deliver
to the Bank a copy of such budget and pronptly after the adoption
thereof, copies of any and all anendnments and supplenents to the
budget .

(iii) Pronptly, wupon sending or receipt, copies of any
managenent letters and correspondence relating to managenent
letters, sent or received by the Aty to or fromthe Gty's auditor,
or, if no managenent letter is prepared, a letter fromsuch auditor
stating that no deficiencies were noted that woul d otherw se be
addressed in a managerent letter.

(iv) Wthin the period provided in (i) above, a conpliance
certificate of the Gty signed by an aut hori zed fi nanci al officer of
the Gty setting forth (i) the information and conputations (in
sufficient detail) to establish that the Gty is in conpliance with
all financial covenants at the end of the period covered by the
financial statements then being furnished and (ii) whether there
existed as of the date of such financial statements and whet her
there exists as of the date of the certificate, any default under
this Agreement and, if any such default exists, specifying the
nature thereof and the action the Gty is taking and proposes to
take with respect thereto.

(c) The Gty shall maintain a rating on the Gty’s long-term
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general obligations fromeither Mody’s Investors Service or Standard & Poor’s
Ratings Services or both of at |east BBB/ Baa2.

(d) The Gty shall pronptly notify the Bank in witing of any
| awsuit over Five MIlion Dollars ($5,000,000) against the Aty.

(e) The Gty shall maintain adequate books and records and shal |
maintain its financial records in accordance with generally accepted accounting
principles, applied consistently, throughout the termof this Agreenent.

(f) The Gty shall allow the Bank and its agents to inspect the
Aty's properties and exam ne, audit, and make copi es of books and records at any
reasonable time. |If any of the AQty's properties, books or records are in the
possession of a third party, the Gty authorizes that third party to permt the
Bank or its agents to have access to performinspections or audits and to respond
to the Bank's requests for informati on concerni ng such properties, books and
records.

(9) The Gty shall maintain insurance as to anount, nature and
carri er covering property damage (incl udi ng | oss of use and occupancy) to any of
the Gty's properties, public liability insurance including coverage for
contractual liability, product liability and workers' conpensation, and any ot her
insurance which is usual for the Gty, and in any case shall maintain the
i nsurance required by Section 4.10 of the Series C (Qperating Agreenent.

(h) The Gty shall not have outstanding or incur any direct or
contingent liabilities or | ease obligations (other than t he Rel ated Docunents and
the obligations of the Gty to the Bank under this Agreement) with respect to the
Property, or permt any lien or encunbrance on the Property without the Bank's
witten consent.

(i) The Gty shall not take any action which can reasonably be
anticipated to result in a material adverse change to its operations or
properties.

(j) The Gty shall execute and deliver to the Bank all such
document s, consents and i nstrunents and do all such other acts and thi ngs as may
be reasonably necessary or required by the Bank to enabl e the Bank to exercise
and enforce their rights under the Rel ated Docunents and the Rel at ed Docunents
and to realize thereon, and record and file and re-record and re-file all such
docunents and instrunments, at such tine or tines, in such manner and at such
pl ace or places, all as may be necessary or required by the Bank to validate,
preserve and protect the position of the Bank under the Rel ated Docunents.

(k) The Gty shall conply, in all material respects, with all
appl i cabl e | aws, ordi nances, rules, regul ations, and requirenents of governrent al
authorities except where the necessity of conpliance therewith is contested in
good faith by appropriate proceedi ngs, provided, however, that the foregoi ng
shall not require conpliance with any such law, ordinance, rule, regulation
and/ or requi rement so long as failure to conply shall not have a materi al adverse
effect on the condition of the Oty and its ability to performits obligations
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under this Agreenment and the Rel ated Docunents.

() The Gty has conplied with and shall conply with all health,
safety, or environmental |aw or regul ation regardi ng Hazardous Substances, and
the Gty is not the subject of any claim proceeding, notice, or other
conmmuni cation regarding Hazardous Substances. The Gty shall give the Bank
pronpt witten notice of any such claim proceeding, notice or other
comuni cati on regardi ng Hazar dous Substances. "Hazardous Substances" means any
substance, material or waste that is or becomes designated or regulated as
"toxic," "hazardous," "pollutant," or "contamnant" or a sinilar designation or
regul ation under any federal, state or local |aw (whether under comon |aw,
statute, regul ation or otherwi se) or judicial or admnistrativeinterpretation of
such, including without limtation petroleumor natural gas.

(m The Gty shall performall of its obligations under the Series
C perating Agreenent and the other Related Docunents, including, without
limtation, its obligation to make annual appropriations for ProgramPaynents as
required by Section 3.2 of the Series C (perating Agreement (w thout regard to
potential Qustonmer (perating Paynents).

(n) The Gty shall not amend or supplenent any of the Rel ated
Docurrents without the prior witten consent of the Bank.

(o) The Gty shall not discontinue use of the Project, other than
as permtted by Section 3.3 of the Series C Qperating Agreenent.

ARTI CLE SI X
DEFAULTS
Section 6.1. Events of Defaults and Renedi es. If any of the

following events shall occur and be continuing, each such event shall be an
"BEvent of Default":

(a) The Gty shall fail to pay when due any anmount payabl e by the
Gty to the Bank under this Agreement.

(b) The Bonds or any ot her Rel at ed Docunent ceases to be valid and
binding against the Gty or the Gty repudiates its obligations under this
Agreement or any of the Rel ated Docunents.

(c) The Aty files a bankruptcy petition or the Gty nakes a
general assignnent for the benefit of creditors.

(d) Any judgrments or arbitration awards are entered against the
Gty, or the Gty enters into any settlenent agreements with respect to any
litigation or arbitration, in an aggregate amount of Five MIlion Dollars
($5,000,000) or nore in excess of any insurance coverage, provided that the
insurer has issued a letter of responsibility for payment up to the anmount of
i nsurance cover age.
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(e) Any default occurs under any agreenent i n connection with any
credit the Gty has obtai ned fromanyone el se or which the Gty has guaranteedin
the anount of Five MIlion Dollars ($5,000,000) or nore in the aggregate if the
default consists of failing to make a payment when due or gives the other | ender
the right to accelerate the obligation.

(f) Any default occurs under the Lease Agreenent or any other
Rel at ed Docunent .

(9) The Gty fails to nmeet the conditions of, or fails to perform
any obligation under, any termof this Agreement not specifically referredtoin
this Article, and such default is not cured within thirty (30) days after the
Bank has given the Gty witten notice of such default.

(h) The Gty has gi ven the Bank fal se or m sl eadi ng i nfornation or
represent ati ons.

(i) The issuer general obligation credit ratings of the District
shall fall below BBB by Standard & Poor’s Rating Service or Baa2 by Mbody’s
Investors Service. If either S& or Mody’s shall rate the issuer general
obligationcredit ratings of the District | ower than the other rating agency, the
default will be determined by reference to the | ower rating.

If an Event of Default shall have occurred and be continuing, the
Bank may (i) give notice to the Trustee under the Series C Indenture of the
Bank’'s election to cause a nmandatory tender of the Bonds because of the
occurrence and continuance of an Event of Default under the Reinbursenent
Agreenent, (ii) declare all unpaid anounts drawn under the Letter of Oredit and
the correspondi ng Bank Bonds, together with all interest accrued and unpaid
thereon and al | ot her anbunts payabl e to t he Bank hereunder to be i nmedi atel y due
and payabl e, wi thout presentnent, denand, protest or any notice of any kind or
(iii) exercise any and all rights and renedi es available to the Bank under this
Agreenment or the Series Clndenture, at lawor in equity. In the event of the
occurrence of an Event of Default described in Section 6.1(c), all armounts drawn
under the Letter of Oredit and the correspondi ng Bank Bonds, together with all
i nterest accrued thereon and all other amounts owed to the Bank hereunder shall
be immediately due and payable, wthout notice to the Gty and without
presentment, demand, protest or further notice of any kind.

ARTI CLE SEVEN
M SCELLANEQUS

Section 7.1. Modi fication of this Agreenent. No anendnent,
nodi fication or waiver of any provision of this Agreenent or any other Rel ated
Docunent, and no consent to any departure by the Gty therefrom shall be
effective unless the same shall be in witing and signed by the Bank and no
anendnent, nodification or waiver of any provision of the Letter of Gredit shall
in any event be effective unless the sane shall be in witing and signed by the
Bank. Any such waiver or consent shall be effective only in the specific

-17-



i nstance and for the purpose for which given. No notice to or demand on the Gty
in any case shall entitle the Gty to any other or further notice or demand in
the sanme, simlar or other circunstances.

Section 7.2. Successors and Assigns. This Agreenent is binding on
the Gty's and the Bank's successors and assignees. The Gty agrees that it may
not assign this Agreement without the Bank's prior consent. The Bank may sell
participations inor assignthis facility, and nmay exchange fi nanci al information
about the Gty with actual or potential participants or assignees; provided that
such actual or potential participants or assignees shall agree to treat all
financial information exchanged as confidential; and further provi ded t hat under
no ci rcunst ances wi th such assi gnment or grant of participations relieve the Bank
of its obligations under the Letter of Oredit. |f participationis sold or the
| oan i s assigned, the purchaser will have the right of set-off against the Gty.

Section 7.3 Admnistration Costs. The Gty shall pay the Bank for
all reasonabl e costs and expenses incurred by the Bank in connection with the
preparation, due diligence, adm nistration and enforcement of this Agreement and
the transactions contenpl ated by this Agreenent, including without limtation,
t he reasonabl e | egal fees and expenses of counsel to the Bank, whether the Letter
of CGredit is issued or not.

Section 7.4 Attorneys' Fees. The Gty shall reinburse the Bank for
any reasonabl e costs and attorneys' fees incurred by the Bank i n connection with
the enforcenent or preservation of any rights or remedi es under this Agreenent
and any other documents executed in connection with this Agreenent, and in
connection with any amendment, waiver, "workout" or restructuring under this
Agreement. In the event of a lawsuit or arbitration proceeding, the prevailing
party is entitled to recover costs and reasonable attorneys' fees incurred in
connection with the l awsuit or arbitrati on proceedi ng, as determ ned by t he court
or arbitrator. In the event that any case is comenced by or against the Gty
under the Bankruptcy Code (Title 11, United States Code) or any sinilar or
successor statute, the Bank is entitled to recover costs and reasonable
attorneys' fees incurred by the Bank related to the preservation, protection, or
enforcement of any rights of the Bank in such a case. As used in this paragraph,
"attorneys' fees" includes the allocated costs of the Bank's in-house counsel.

Section 7.5 (One Agreenent. This Agreenent and any rel ated security
or other agreenents required by this Agreenent, collectively:

(a) represent the sumof the understandi ngs and agreenents bet ween
the Bank and the Gty concerning this credit;

(b) repl ace any prior oral or witten agreements bet ween t he Bank
and the Gty concerning this credit; and

(c) are intended by the Bank and the Gty as the final, conplete
and excl usive statenent of the terns agreed to by them

In the event of any conflict between this Agreement and any other agreenents
required by this Agreenment, this Agreement will prevail.
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Section 7.6. Indemification. To the extent permitted by law, the
Aty will indemify and hol d the Bank harm ess fromany | oss, liability, damages,
judgments, and costs of any kind relating to or arising directly or indirectly
out of (a) this Agreement or any of the Related Docunents, (b) any credit
extended or committed by the Bank to the Gty hereunder, (c) any clai m whether
wel | -founded or otherwi se, that there has been a failure to conply with any | aw
regulating the Aty's operations, the Bonds or any of the Rel ated Docunents, (d)
t he use storage, presence, disposal or rel ease of any Hazar dous Substances on or
about the Property and (e) any litigation or proceeding related to or arising out
of this Agreenent, any such docunent, any such credit, or any such claim This
indemity includes but is not linitedto attorneys' fees (includingthe allocated
cost of in-house counsel). This indemity extends to the Bank, its parent,
subsidiaries and all of their directors, officers, enpl oyees, agents, successors,
attorneys, and assigns. This indemity will survive repaynent of the Gty's
obligations to the Bank. Al suns due to the Bank hereunder shall be obligations
of the Gty, due and payabl e i medi atel y w thout dermand.

Section 7.7. Notices. Unless otherw se provided in this Agreenent
or in anot her agreenent between the Bank and the Gty, all notices required under
this Agreenent shall be personally delivered or sent by first class mail, postage
prepai d, or by overnight courier, to the addresses on the signature page of this
Agreenent, or sent by facsimle to the fax nunbers |isted on the signature page,
or to such other addresses as the Bank and the Gty may specify fromtine to tine
inwiting. Notices and other communications sent by (a) first class mail shal
be deened delivered on the earlier of actual receipt or on the fourth busi ness
day after deposit inthe US nail, postage prepaid, (b) overnight courier shal
be deemed del i vered on the next business day, and (c) tel ecopy shall be deemed
del i vered when transnitted.

Section 7.8. Headings. Article and paragraph headings are for
reference only and shall not affect the interpretation or neaning of any
provi sions of this Agreenent.

Section 7.9. CQounterparts. This Agreenent may be executed in as
many counterparts as necessary or convenient, and by the different parties on
separate counterparts each of which, when so executed, shall be deened an
original but all such counterparts shall constitute but one and the sane
agreenent .

Section 7.10. No Wiver; Renedies. No failure on the part of the
Bank to exerci se, and no delay in exercising, any right hereunder shall operate
as a waiver thereof; nor shall any single or partial exercise of any right
hereunder preclude any other further exercise thereof or the exercise of any
other right. The renedies herein provided are cumul ati ve and not excl usi ve of
any renedi es provided by |aw

Section 7.11. Severability. Any provision of this Agreenment which
i s prohibited, unenforceabl e or not authorized in any jurisdiction shall, as to
such jurisdiction, by ineffective to the extent of such prohibition,
unenforceability or non-authorization without invalidating the remaining
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provi sions hereof or affecting the validity, enforceability or legality of such
provisions in any other jurisdiction.

Section 7.12. Set-Of. Won the occurrence and during the
conti nuance of any Event of Default the Bank i s hereby authorized at any ti ne and
fromtine to tinme, without notice to the Gty (any such notice bei ng expressly
wai ved by the Gty) and to the fullest extent pernmtted by law, to set off and
apply any and all deposits (general or special, time or demand, provisions or
final) at any tinme held and other indebtedness at any time owi ng by the Bank,
except in connection with the Letter of Gredit as herein provided, to or for the
credit or the account of the Oty against any and all of the obligations of the
Gty nowor hereafter existing under this Agreement, irrespective of whether or
not the Bank shall have made any demand hereunder and al t hough such obl i gati ons
may not have mat ured.

Section 7.13. (Governing Law. This Agreenent shall be governed by,
and construed in accordance with, the internal laws of the State of California.

Section 7.14 Bank Agreerment. The Bank agrees not to enter into
any agreenent whi ch woul d adversely affect the exclusion fromgross incone for
pur poses of federal incone taxation of the interest on the Bonds.
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This Agreenment is executed as of the date stated at the top of the

first page.

BANK COF AMERICA, N A

By

Typed Narme: M chael C Jones

Title: Vice President
Title

Address where notices to
the Bank are to be sent:

CA9- 193-13-17

333 South Hope St., 13" Flr.
90266

Los Angel es, CA 90071
Facsimle: 213-621-3606
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A TY O MANHATTAN BEACH

By
Typed Narre

Address where notices to
the Gty are to be sent:

1400 H ghl and Avenue
Manhat t an Beach, CA

Chief Admnistrative Oficer
Facsi m |l e: 310-802-5001

ATTEST:
By:

Typed Narre
Gty Qerk

APPROVED AS TO FCRM

By:
Typed Nane
Title




