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AGENDA

REGULAR MEETING OF THE BOARD
OF THE MARIN PUBLIC FINANCING AUTHORITY
COUNTY OF MARIN, STATE OF CALIFORNIA

LAS GALLINAS VALLEY SANITARY DISTRICT
300 SMITH RANCH ROAD
SAN RAFAEL, CALIFORNIA 94903

THURSDAY, MARCH 9, 2017
2:00 P.M.

In compliance with the Americans with Disabilities Act of 1990, if you need special assistance to participate in an Authority meeting, or you need a copy of the agenda,
or the agenda packet, in an appropriate alternative format, please contact the Secretary at (415) 332-0244. Notification of at least 48 hours prior to the meeting or time
when services are needed will assist the District staff in assuring that reasonable arrangements can be made to provide accessibility to the meeting and service.

In conformance with California Government Code Section 54957.5, any writing or document that is a public record, relates to an open session agenda item, and its
distribution less than 72 hours prior to a regular meeting will be made available for public inspection at the District Office. If, however, the document or writing is not
distributed until the regular meeting to which it relates, then the document or writing will be made available to the public at the location of the meeting, as listed on this

agenda.

To get the full Marin Public Financing Authority Meeting Packet, please visit: www.smcsd.net or www.lgvsd.org

MOTION:

MOTION:

MOTION:

MEETING ROLL CALL: WILLIAMS, MCGUIRE, KINGSTON, LEI
PUBLIC COMMENT

(Members of the public are invited to address the Board concerning topics which are not listed on
the Agenda. [If an item is agenized, interested persons may address the Board during the Board's
consideration of that item.] Speakers should understand that except in very limited situations, state
law precludes the Board from taking action on or engaging in extended deliberations concerning
items of business, which are not on the Agenda. Consequently, if further consideration is required,
the Board may refer the matter to its staff or direct that the subject be agenized for a future meeting.
The Board reserves the right to limit the time devoted to this portion of the Agenda and to limit the
duration of speakers' presentations.)

CONSENT CALENDAR

A. APPROVAL OF MINUTES OF THE REGULAR BOARD MEETING OF JANUARY 24, 2017
. APPROVAL OF GENERAL COUNSEL LEGAL EXPENSE OF $ 2,047.50.

(The Board will be asked to adopt Consent Calendar — Item A and B.)

NEW BUSINESS

RESOLUTION NO. 2017 — 3: RESOLUTION OF THE MARIN PUBLIC FINANCING
AUTHORITY ADOPTING A DEBT POLICY
(The Board will be asked to adopt Resolution No. 2017 - 3)

RESOLUTION NO. 2017 — 4: RESOLUTION OF THE MARIN PUBLIC FINANCING
AUTHORITY AUTHORIZING THE ISSUANCE OF REVENUE BONDS IN AN INITIAL
AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED $36,000,000 IN CONNECTION
WITH FINANCING CERTAIN WASTEWATER SYSTEM IMPROVEMENTS,
AUTHORIZING AND DIRECTING EXECUTION OF AN INDENTURE OF TRUST, AN
INSTALLMENT SALE AGREEMENT AND CERTAIN OTHER DOCUMENTS,
AUTHORIZING THE NEGOTIATION FOR THE SALE OF BONDS, APPROVING AN
OFFICIAL STATEMENT, AND AUTHORIZING OTHER RELATED ACTIONS (The Board
will be asked to adopt Resolution No. 2017 — 4)
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MOTION: C. APPROVE SPECIAL LIABILITY INSURANCE PROGRAM FROM THE CALIFORNIA
SANITATION RISK MANAGEMENT AUTHORITY FOR THE MARIN PUBLIC
FINANCING AUTHORITY
(The Board will be asked to approve the attached special liability insurance program from
CSRMA on behalf of the Marin Public Financing Authority)

V. BOARD OF DIRECTORS
A. Next Board Meeting Agenda Item Request - Verbal

B. The next Board meeting is to be held on Thursday, March 23, 2017 at 2:00 p.m.,
Las Gallinas Valley Sanitary District, 300 Smith Ranch Road, San Rafael, California.

VL. ADJOURNMENT

The Board of Directors may, at its discretion, consider agenda items out of the order in which they appear.
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MINUTES OF THE REGULAR MEETING OF THE BOARD
OF DIRECTORS OF THE MARIN PUBLIC FINANCING AUTHORITY

January 24, 2017

The Regular Meeting of the Board of Directors of the Marin Public Financing Authority was
held on Tuesday, January 24, 2017 at Las Gallinas Valley Sanitary District, 300 Smith
Ranch Road, San Rafael, California 94903, and was called to order at 10:00 a.m. by
President Williams.

l. MEETING ROLL CALL:

Directors Present: Mark Williams, President
Jeffrey Kingston, Vice President
Susan McGuire, Treasurer
Helen Lei, Secretary

Directors Absent: None

General Counsel: Dave Byers

Financial Advisor: Tom Gaffney, Bartle Wells

Bond Counsel: Sean Tierney, Hawkins Delafield & Wood LLP
Members of the Public: None

I. PUBLIC COMMENT:

None

. CONSENT CALENDAR

None

V. NEW BUSINESS

A. ACKNOWLEDGE FORMATION OF THE JOINT POWERS AUTHORITY UNDER
THE GOVERNMENT CODE AND DIRECT THE FILING OF THE REQUIRED
STATEMENT PURSUANT TO GOVERNMENT CODE SECTION 6503.5 WITH
THE SECRETARY OF STATE.

Bond Counsel Tierney will file the required statement on behalf of the Marin Public
Financing Authority.

MOTION: DIRECTOR KINGSTON MOVED TO ACKNOWLEDGE FORMATION
OF THE JOINT POWERS AUTHORITY UNDER THE GOVERNMENT
CODE AND DIRECT THE BOND COUNSEL TO FILE THE
REQUIRED STATEMENT PURSUANT TO GOVERNMENT CODE
SECTION 6503.5 WITH THE SECRETARY OF STATE; DIRECTOR
MCGUIRE SECONDED THE MOTION.

Ayes: Williams, McGuire, Kingston, Lei
Nays: None
Absent: None
Abstain: None
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Marin Public Financing Authority
Minutes of Regular Board Meeting of January 24, 2017
Page 2 of 3

B.

RESOLUTION NO. 2017 — 1: RESOLUTION OF THE BOARD OF DIRECTORS
OF THE MARIN PUBLIC FINANCING AUTHORITY REGARDING
ORGANIZATIONAL MATTERS

Bond Counsel Tierney mentioned that future regular meetings shall be held on the
same date as regular meetings of the Board of Directors of LGVSD at 2:00 p.m. If
the Secretary does not post an agenda for a regular meeting, then such failure to
post shall be deemed to be a determination by the President that no items required
discussion and, therefore, the regular meeting should be cancelled. However, the
bond issuance can only be approved at regular meetings according to state law.

MOTION: DIRECTOR MCGUIRE MOVED TO ADOPT RESOLUTION NO. 2017
—1: RESOLUTION OF THE BOARD OF DIRECTORS OF THE MARIN
PUBLIC FINANCING AUTHORITY REGARDING ORGANIZATIONAL
MATTERS; DIRECTOR KINGSTON SECONDED THE MOTION.

Ayes: Williams, McGuire, Kingston, Lei
Nays: None
Absent: None
Abstain: None

RESOLUTION NO. 2017 — 2: RESOLUTION OF THE BOARD OF DIRECTORS
OF THE MARIN PUBLIC FINANCING AUTHORITY ADOPTING A CONFLICT
OF INTEREST CODE

MOTION: DIRECTOR KINGSTON MOVED TO ADOPT RESOLUTION NO. 2017
—2: RESOLUTION OF THE BOARD OF DIRECTORS OF THE MARIN
PUBLIC FINANCING AUTHORITY ADOPTING A CONFLICT OF
INTEREST CODE; DIRECTOR MCGUIRE SECONDED THE

MOTION.
Ayes: Williams, McGuire, Kingston, Lei
Nays: None
Absent: None
Abstain: None

APPROVE LIABILITY INSURANCE APPLICATION TO THE CALIFORNIA
SANITATION RISK MANAGEMENT AUTHORITY FOR THE MARIN PUBLIC
FINANCING AUTHORITY

Director McGuire presented the application for General Liability, Directors and
Officers Liability and Public Official's Errors & Omissions Liability insurance
coverage from CSRMA on behalf of the Marin Public Financing Authority. She will
provide information about the coverage limit and costs at the next Board meeting.

MOTION: DIRECTOR KINGSTON MOVED TO APPROVE LIABILITY
INSURANCE APPLICATION TO THE CALIFORNIA SANITATION
RISK MANAGEMENT AUTHORITY FOR THE MARIN PUBLIC
FINANCING AUTHORITY; DIRECTOR MCGUIRE SECONDED THE
MOTION.
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Marin Public Financing Authority
Minutes of Regular Board Meeting of January 24, 2017

Page 3 of 3
Ayes: Williams, McGuire, Kingston, Lei
Nays: None
Absent: None
Abstain: None

V. BOARD OF DIRECTORS

A.

Next Board Meeting Agenda Item Request —

1. McGuire requested to discuss the Liability Insurance after submitting
the application;

2. Kingston requested to approve the Sausalito-Marin City Sanitary
District Revenue Bond documents;

The next Board meeting:

The Board discussed the Revenue Bond Financing Schedule of both
Districts.

MOTION: DIRECTOR KINGSTON MOVED TO POSTPONE THE
NEXT REGULAR BOARD MEETING FROM THURSDAY, FEBRUARY 9,
2017 TO THURSDAY, MARCH 9, 2017 AT 2:00 P.M., LAS GALLINAS
VALLEY SANITARY DISTRICT, 300 SMITH RANCH ROAD, SAN
RAFAEL, CALIFORNIA; DIRECTOR LEI SECONDED THE MOTION.

Ayes: Williams, McGuire, Kingston, Lei
Nays: None
Absent: None
Abstain: None

Vill.  ADJOURNMENT

The President adjourned the meeting at 10:50 a.m.

RESPECTFULLY SUBMITTED,

Helen Lei, Secretary

APPROVED:

Mark Williams, Board President
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Agenda Item: IV. A

RESOLUTION NO. 2017 -3

RESOLUTION OF THE MARIN PUBLIC FINANCING AUTHORITY
ADOPTING A DEBT POLICY

WHEREAS, the Las Gallinas Valley Sanitary District (“LGVSD”) and Sausalito-Marin
City Sanitary District (“SMCSD,” and together with LGVSD and any other party to the JPA
Agreement defined below, the “Members”) have entered into a Joint Exercise of Powers
Agreement, dated January 24, 2017 (the “JPA Agreement”), establishing the Marin Public
Financing Authority (the “Authority”) for the purpose, among others, of issuing revenue bonds
and other debt to finance the acquisition, construction and improvement of certain public capital
improvements of the Members; and

WHEREAS, pursuant to Section 8855(i) of the Government Code of the State of
California (“Section 8855(i)”), issuers of public debt must certify to the California Debt and
Investment Advisory Commission (“CDIAC”) in a report of proposed debt issuance that they have
adopted local debt policies concerning the use of debt and that the proposed issuance is consistent
with those policies; and

WHEREAS, the Authority wishes to adopt local debt policies concerning the use of
Authority debt; and

NOW, THEREFORE, BE IT RESOLVED, BY THE BOARD OF DIRECTORS OF THE
MARIN PUBLIC FINANCING AUTHORITY, AS FOLLOWS:

Section 1. Adoption of Debt Policy. The Board hereby adopts the following policies
in connection with the use of Authority debt:

@ Purposes for which Debt Proceeds may be Used. Any debt to be issued by
the Authority shall be for the purpose of assisting the financing and refinancing of
public capital improvement projects of a Member.

(b) Types of Debt that may be Issued. The Authority may issue revenue bonds,
certificates of participation or lease-purchase agreements, or other evidence of
indebtedness of the Authority authorized and issued pursuant to the Act.

(©) Reliance on Member Certification. The Authority shall rely on a Member’s
adopted policies that include (i) the relationship of the debt to, and integration with,
the Member’s capital improvement program or budget, if applicable, (ii) the
Member’s policy goals related to the Member’s planning goals and objectives, and
(iii) the internal control procedures that the Member has implemented, or will
implement, to ensure that the proceeds of the proposed debt issuance will be
directed to the intended use.

Section 2. Annual CDIAC Reporting. The Authority shall rely on each Member to
comply with the annual reporting requirements of CDIAC for any debt issued by the Authority for
the benefit of such Member.

Page 1 of 2
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I hereby certify that the foregoing is a full, true, and correct copy of a resolution duly and
regularly passed and adopted by the Board of Directors of the Marin Public Financing Authority
at a meeting thereof duly held on the 9th day of March 2017, by the following vote:

AYES, and in favor thereof, Directors:
NOES, Directors:
ABSENT, Directors:

ABSTAIN, Directors:

APPROVED: ATTEST:
President Secretary
Page 2 of 2
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Agenda Item: IV.B

RESOLUTION NO. 2017 - 4

RESOLUTION OF THE MARIN PUBLIC FINANCING AUTHORITY
AUTHORIZING THE ISSUANCE OF REVENUE BONDS IN AN INITIAL
AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED $ 36,000,000 IN
CONNECTION WITH FINANCING CERTAIN WASTEWATER SYSTEM

IMPROVEMENTS, AUTHORIZING AND DIRECTING EXECUTION OF AN
INDENTURE OF TRUST, AN INSTALLMENT SALE AGREEMENT AND CERTAIN
OTHER DOCUMENTS, AUTHORIZING THE NEGOTIATION FOR THE SALE OF
BONDS, APPROVING AN OFFICIAL STATEMENT, AND AUTHORIZING OTHER

RELATED ACTIONS

WHEREAS, the Las Gallinas Valley Sanitary District and Sausalito-Marin City Sanitary
District (the “District”) have entered into a Joint Exercise of Powers Agreement establishing the
Marin Public Financing Authority (the “Authority”) for the purpose, among others, of issuing its
revenue bonds to finance the acquisition, construction and improvement of certain public capital
improvements in the District; and

WHEREAS, for the purpose of raising funds necessary to finance certain improvements
to the District’s wastewater system, the Authority proposes to authorize the issuance of its revenue
bonds under the provisions of Article 4 (commencing with Section 6584) of Chapter 5 of
Division 7 of Title 1 of the Government Code of the State of California (the “Act”), to be
designated as the Marin Public Financing Authority (Sausalito-Marin City Sanitary District) 2017
Revenue Bonds (the “Bonds”); and

WHEREAS, the proceeds of the Bonds will be used to finance certain public capital
improvements to the District’s wastewater system; and

WHEREAS, pursuant to an Installment Sale Agreement by and between the District and
the Authority (the “Installment Sale Agreement”), the District will make installment payments to
the Authority as the purchase price for certain improvements to the District’s wastewater system,
and the Authority will use the installment payments made by the District to the Authority pursuant
to the Installment Sale Agreement to pay debt service on the Bonds; and

WHEREAS, the Authority desires to prepare and make available to potential investors an
official statement relating to the Bonds containing information to be used in connection with the
sale of Bonds; and

WHEREAS, the Board of Directors (the “Board”) of the Authority has duly considered
these transactions and wishes at this time to approve these transactions and make certain findings
regarding significant public benefits to the Authority’s members with respect to these transactions;

NOW, THEREFORE, BE IT RESOLVED, BY THE BOARD OF DIRECTORS OF THE
MARIN PUBLIC FINANCING AUTHORITY, AS FOLLOWS:

Section 1. Findings and Determinations. Pursuant to the Act, the Board hereby
finds and determines that the issuance of the Bonds and the transactions related thereto will result
in significant public benefits to its members within the contemplation of Section 6586 of the Act.

Page 1 of 3
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Section 2. Issuance of Bonds; Approval of Indenture. The Board hereby
authorizes the issuance of the Bonds pursuant to an Indenture of Trust (the “Indenture”) by and
between the Authority and the Trustee (hereinafter defined). The Board hereby approves the
Indenture in the form on file with the Secretary, together with such additions thereto and changes
therein as the President, Vice President, Treasurer or Secretary (each, a “Designated Officer”)
deems necessary, desirable or appropriate upon consultation with bond counsel to the Authority,
the execution of which by the Authority shall be conclusive evidence of the approval of any such
additions and changes. The Designated Officers, each acting alone or in combination, are hereby
authorized and directed to execute, and the Secretary is hereby authorized and directed to attest,
the final form of the Indenture for and in the name and on behalf of the Authority. The Board
hereby authorizes the performance by the Authority of its obligations under the Indenture.

Section 3. Maximum Bond Parameters. The Board hereby approves the
issuance of the Bonds; provided that the principal amount of Bonds may not exceed $36,000,000,
the maximum true interest cost of the Bonds may not exceed 4.5% per annum, and the final
maturity of the Bonds may not exceed 26 years after the date of issuance.

Section 4. Approval of Installment Sale Agreement. The Board hereby
approves the form of the Instaliment Sale Agreement by and between the Authority and the District
on file with the Secretary, together with such additions thereto and changes therein as the
Designated Officers deem necessary, desirable or appropriate upon consultation with bond counsel
to the Authority, the execution of which by the Authority shall be conclusive evidence of the
approval of any such additions and changes. The Designated Officers, each acting alone or in
combination, are hereby authorized and directed to execute, and the Secretary is hereby authorized
and directed to attest, the final form of the Installment Sale Agreement for and in the name of and
on behalf of the Authority. The Authority hereby authorizes the performance by the Authority of
its obligations under the Installment Sale Agreement.

Section 5. Sale of Bonds. The Authority hereby authorizes and directs the
Executive Director of the Authority to sell the Bonds pursuant to a competitive sale, the terms of
which shall be as described in a Notice of Sale, the form of which has been presented to this Board.
The Authority hereby approves the form of the Notice of Sale on file with the Secretary, with such
additions thereto and changes therein as Designated Officers deem necessary, desirable or
appropriate upon consultation with bond counsel to the Authority, the execution of which by the
Authority shall be conclusive evidence of the approval of any such additions or changes; provided
that no such addition or change may increase the aggregate principal amount of Bonds or the
maximum true interest cost of the Bonds in excess of the parameters set forth in Section 3 above.
The Designated Officers, each acting alone or in combination, are hereby authorized and directed
to finalize and cause the distribution of the Notice of Sale and to take all actions necessary to fulfill
the Authority’s obligations thereunder. The Authority hereby authorizes the performance by the
Authority of its obligations under the Notice of Sale. If upon the advice of the District’s financial
advisor, Bartle Wells Associates, a Designated Officer determines that a competitive sale of the
Bonds is not desirable under the circumstances, then the Authority authorizes and directs the
Designated Officers to sell the Bonds pursuant to a negotiated sale and to enter into a bond
purchase agreement; provided that the underwriter’s discount (exclusive of any original issue
discount) may not exceed 1%.

Page 2 of 3
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Section 6. Official Statement. The Board hereby approves the form of Official
Statement relating to the Bonds (the “Official Statement™) on file with the Secretary, together with
such changes or additions thereto as the Designated Officers deem necessary, desirable or
appropriate upon consultation with bond counsel to the Authority, and authorizes the Designated
Officers, each acting alone or in combination, to deem a preliminary form of the Official Statement
final within the meaning of Rule 15¢2-12 of the Securities Exchange Act of 1934, as amended,
except for omissions permitted therein. The Board hereby approves the distribution of the
preliminary form of Official Statement by the underwriters to potential Bond investors. The
Designated Officers, each acting alone or in combination, are hereby authorized to execute the
final form of the Official Statement with such changes or additions as the Designated Officers
deem necessary, desirable or appropriate upon consultation with bond counsel to the Authority,
and the execution of the final Official Statement by the Authority shall be conclusive evidence of
the approval of any such additions and changes. The Board hereby authorizes the distribution of
the final Official Statement.

Section 7. Official Actions. The Designated Officers and any and all other
officers of the Authority, each acting alone or in combination, are hereby authorized and directed,
for and in the name of and on behalf of the Authority, to do any and all things and take any and all
actions, including execution and delivery of any and all documents, assignments, certificates,
requisitions, agreements, notices, consents, instruments of conveyance, warrants and documents,
which they, or any of them, may deem necessary or advisable in order to consummate the lawful
issuance and sale of the Bonds and the consummation of the transactions as described herein.

EE I I S S

I hereby certify that the foregoing is a full, true, and correct copy of a resolution duly and
regularly passed and adopted by the Board of Directors of the Marin Public Financing Authority
at a meeting thereof duly held on the 9" day of March 2017, by the following vote:

AYES, and in favor thereof, Directors:
NOES, Directors:
ABSENT, Directors:

ABSTAIN, Directors:

APPROVED: ATTEST:
President Secretary
Page 3 of 3
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Attachment 1V.B.1

INDENTURE OF TRUST

Dated as of March 1, 2017

By and Between

MARIN PUBLIC FINANCING AUTHORITY
and

BANKERS TRUST COMPANY,
as Trustee

Relating to

$35,850,000
Marin Public Financing Authority
(Sausalito-Marin City Sanitary District)
2017 Revenue Bonds
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Attachment 1V.B.1

INDENTURE OF TRUST

This INDENTURE OF TRUST (this “Indenture”), dated for convenience as of March 1,
2017, is by and between the MARIN PUBLIC FINANCING AUTHORITY, a joint exercise of
powers authority organized and existing under the laws of the State of California (the “Authority™),
and , a national banking association organized and
existing under the laws of the United States of America, with a corporate trust office in :
California, being qualified to accept and administer the trusts hereby created (the “Trustee”).

WHEREAS CLAUSES:

1. Sausalito-Marin City Sanitary District (the “District”) presently operates facilities
and property for the collection and conveyance of wastewater within its service area (the
“Wastewater Enterprise”).

2. The Authority has been formed for the purpose, among others, of issuing its revenue
bonds to finance the acquisition, construction and improvement of certain public capital
improvements in and for the benefit of the District.

3. The Authority and the District desire to raise funds necessary to finance certain
improvements to the Wastewater Enterprise.

4. In order to obtain funds for this purpose, the Authority has authorized the issuance
of its Marin Public Financing Authority (Sausalito-Marin City Sanitary District) 2017 Revenue
Bonds (the “Bonds”), in the aggregate principal amount of $ , under this Indenture

and under Article 4 of Chapter 5, Division 7, Title 1 of the Government Code of the State of
California, commencing with Section 6584 (the “Bond Law”).

5. The Bonds will be payable from Installment Payments made under an Installment
Sale Agreement dated as of March 1, 2017 (the “Installment Sale Agreement”) by and between
the Authority, as seller, and the District, as purchaser.

6. In order to provide for the authentication and delivery of the Bonds, to establish
and declare the terms and conditions upon which the Bonds are to be issued and to secure the
payment of the principal thereof, premium (if any) and interest thereon, the Authority has
authorized the execution and delivery of this Indenture.

7. The Authority has found and determines, and hereby affirms, that all acts and
proceedings required by law necessary to make the Bonds, when executed by the Authority,
authenticated and delivered by the Trustee and duly issued, the valid, binding and legal special
obligations of the Authority, and to constitute this Indenture a valid and binding agreement for the
uses and purposes herein set forth in accordance with its terms, have been done and taken, and the
execution and delivery of this Indenture have been in all respects duly authorized.

2746723.5 041117 RSIND
Page 17 of 219



Attachment 1V.B.1

AGREEMENT:

In order to secure the payment of the principal of and the interest and redemption premium
(if any) on all the Outstanding Bonds under this Indenture according to their tenor, and to secure
the performance and observance of all the covenants and conditions therein and herein set forth,
and to declare the terms and conditions upon and subject to which the Bonds are to be issued and
received, and in consideration of the premises and of the mutual covenants herein contained and
of the purchase and acceptance of the Bonds by the Owners thereof, and for other valuable
considerations, the receipt of which is hereby acknowledged, the Authority and the Trustee do
hereby covenant and agree with one another, for the benefit of [the Insurer and] the respective
Owners from time to time of the Bonds, as follows:

ARTICLE |

DEFINITIONS; RULES OF CONSTRUCTION

Section 1.01. Definitions. Unless the context clearly otherwise requires or unless
otherwise defined herein, the capitalized terms set forth in this Indenture shall have the meanings
assigned to them in this Section 1.01.

“Additional Payments” means the amounts payable by the District under Section 4.7 of the
Installment Sale Agreement.

“Additional Revenues” means, with respect to the issuance of any Parity Obligations, any
or all of the following amounts:

@ An allowance for Net Revenues from any additions or improvements to or
extensions of the Wastewater Enterprise to be made with the proceeds of such Parity
Obligations and also for Net Revenues from any such additions, improvements or
extensions which have been made from moneys from any source but in any case which,
during all or any part of the latest Fiscal Year or for any more recent consecutive 12-month
period selected by the District, were not in service, all in an amount equal to 90% of the
estimated additional average annual Net Revenues to be derived from such additions,
improvements and extensions for the first 36-month period in which each addition
improvement or extension is respectively to be in operation, all as shown by the certificate
or opinion of a qualified independent engineer employed by the District.

(b) An allowance for Net Revenues arising from any increase in the charges
made for service from the Wastewater Enterprise which has been adopted prior to the
incurring of such Parity Obligations but which, during all or any part of the latest Fiscal
Year or for any more recent consecutive 12-month period selected by the District, was not
in effect, in an amount equal to the total amount by which the Net Revenues would have
been increased if such increase in charges had been in effect during the whole of such
Fiscal Year or 12-month period, all as shown by the certificate or opinion of an Independent
Accountant or Fiscal Consultant employed by the District.
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Attachment 1V.B.1

“Annual Debt Service” means, as of the date of any calculation and with respect to the
Installment Payments or any Parity Obligations, as the case may be, the sum obtained for the
current or any future Bond Year during the Term of the Installment Sale Agreement by totaling
the following amounts for such Bond Year:

@) the aggregate amount of the Installment Payments coming due and payable
in such Bond Year pursuant hereto, except to the extent payable from any security deposit
pursuant to Section 7.1 of the Installment Sale Agreement; and

(b) the principal amount of all outstanding Parity Obligations, if any, coming
due and payable by their terms in such Bond Year.

“Authority” means the Marin Public Financing Authority, a joint exercise of powers
authority duly organized and existing under the laws of the State of California and that certain
Joint Exercise of Powers Agreement, dated as of , 2017, by and between the District
and the Las Gallinas Valley Sanitary District, together with any amendments thereof and
supplements thereto.

“Authorized Representative” means:

@ with respect to the Authority, its President, Vice President, Treasurer,
Secretary, any other member of the Board, or any other person designated as an Authorized
Representative of the Authority by a Written Certificate of the Authority filed with the
District and the Trustee; and

(b) with respect to the District, its President of the Board, Secretary of the
Board, any other member of the Board, the General Manager of the District, or any other
person designated as an Authorized Representative of the District by a Written Certificate
of the District filed with the Authority and the Trustee.

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

“Bond Fund” means the fund by that name established and held by the Trustee under
Section 5.01.

“Bond Law” means the provisions of Article 4 of Chapter 5, Division 7, Title 41 of the
Government Code of the State of California, commencing with Section 6584, as in effect on the
Closing Date or as thereafter amended in accordance with its terms.

“Bonds” means the Marin Public Financing Authority (Sausalito-Marin City Sanitary
District) 2017 Revenue Bonds, in the original principal amount of $

“Bond Year” means each twelve-month period extending from April 2 in one calendar year
to April 1 of the succeeding calendar year, both dates inclusive; except that the first Bond Year
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with respect to the Bonds commences on the Closing Date and extends to and including April 1,
2018.

“Business Day” means any day (i) other than a Saturday or a Sunday or (ii) any other day
on which commercial banks located in the city in which the Office of the Trustee is located are
authorized or required by law to close.

“Closing Date” means , 2017, the date of delivery of the Bonds to the Original
Purchaser.

“CNB _Loan” means the District’s loan from City National Bank in the amount of
$2,080,666, which CNB Loan financed certain capital improvements to the Wastewater Enterprise.

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the District relating to the authorization, issuance, sale and delivery of the Bonds,
including but not limited to: printing expenses; rating agency fees; filing and recording fees; initial
fees, expenses and charges of the Trustee, and the Trustee’s counsel, including the Trustee’s first
annual administrative fee; fees, charges and disbursements of attorneys, financial advisors,
accounting firms, consultants and other professionals; bond insurance and surety bond premiums,
if any; fees and charges for preparation, execution and safekeeping of the Bonds; and any other
cost, charge or fee in connection with the original issuance of the Bonds.

“Costs of Issuance Fund” means the fund by that name established and held by the Trustee
under Section 3.03.

“Defeasance Obligations” means[, subject to Section 11.16 hereof,] the following:

€)) Cash;
(b) Federal Securities;

(©) evidences of ownership of proportionate interests in future interest and
principal payments on Federal Securities held by a bank or trust company as custodian,
under which the owner of the investment is the real party in interest and has the right to
proceed directly and individually against the obligor and the underlying Federal Securities
are not available to any person claiming through the custodian or to whom the custodian
may be obligated;

(d) pre-refunded municipal obligations rated “AAA” and “Aaa” by S&P and
Moody’s, respectively; or

(e) securities eligible for “AAA” defeasance under then existing criteria of S&P
or any combination thereof.

“Depository” means (a) initially, DTC, and (b) any other Securities Depositories acting as
Depository under Section 2.05.
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“Depository System Participant” means any participant in the Depository’s book-entry
system.

“DTC” means The Depository Trust Company, and its successors and assigns.

“Event of Default” means any of the events specified in Section 7.01.

“Excess Investment Earnings” means an amount required to be rebated to the United States
of America under Section 148(f) of the Tax Code due to investment of gross proceeds of the Bonds
at a yield in excess of the yield on the Bonds.

“Existing Parity Obligations” means the CNB Loan and the SRF Loan.

“Federal Securities” means: (a) any non-callable direct general obligations of the United
States of America (including obligations issued or held in book entry form on the books of the
Department of the Treasury of the United States of America), for which the full faith and credit of
the United States of America are pledged; and (b) obligations of any agency, department or
instrumentality of the United States of America, the timely payment of principal and interest on
which are fully, unconditionally and directly or indirectly secured or guaranteed by the full faith
and credit of the United States of America.

“Fiscal Consultant” means any consultant or firm of such consultants appointed by the
District and who, or each of whom: (a) is judged by the District to have experience in matters
relating to the financing of wastewater system enterprises; (b) is in fact independent and not under
domination of the District; (c) does not have any substantial interest, direct or indirect, with the
District other than as purchaser of the Bonds or any Parity Obligations; and (d) is not connected
with the District as an officer or employee of the District, but who may be regularly retained to
make reports to the District.

“Fiscal Year” means any twelve-month period extending from July 1 in one calendar year
to June 30 of the succeeding calendar year, both dates inclusive, or any other twelve-month period
selected and designated by the Authority as its official fiscal year period.

“Fitch” means Fitch Ratings and its successors and assigns, except that if such corporation
is dissolved or liquidated or no longer performs the functions of a securities rating agency, then
the term “Fitch” shall be deemed to refer to any other nationally recognized securities rating
agency selected by the Authority or the District.

“Governmental Agency” means the State of California, and the United States of America,
acting through any of its agencies, to the extent that the State of California or such agency has
loaned money to the District for the Wastewater Enterprise.

“Governmental Loan” means any loan made by a Governmental Agency to the District that
is secured by a pledge of Net Revenues and incurred by the District to finance improvements to
the Wastewater Enterprise pursuant to Section 5.9 of the Installment Sale Agreement.

-5-
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“Gross Revenues” means all gross charges received for, and all other gross income and
receipts derived by the District from, the ownership and operation of the Wastewater Enterprise or
otherwise arising from the Wastewater Enterprise, including but not limited to:

@ all amounts levied by the District as a fee for connecting to the Wastewater
Enterprise, as such fee is established for time to time under the applicable laws of the State
of California,

(b) all income, rents, rates, fees, capital improvement fees, charges and other
moneys derived from the services and facilities furnished or supplied through the facilities
of the Wastewater Enterprise,

(© ad valorem property taxes allocated to the District (but as provided below,
not including ad valorem property taxes levied to pay any general obligation bond
indebtedness of the District with respect to the Wastewater Enterprise),

(d) the earnings on and income derived from the investment of such income,
rents, rates, fees, charges or other moneys to the extent that the use of such earnings and
income is limited by or under applicable law to the Wastewater Enterprise,

(e) the proceeds derived by the District directly or indirectly from the sale, lease
or other disposition of a part of the Wastewater Enterprise as permitted hereunder, and

()] amounts transferred into the Wastewater Enterprise Fund from a Rate
Stabilization Fund.

However, the term “Gross Revenues” does not include (i) customers’ deposits or any other
deposits subject to refund until such deposits have become the property of the District, (ii) the
proceeds of any ad valorem property taxes levied to pay any general obligation bond indebtedness
of the District with respect to the Wastewater Enterprise, (iii) special assessments or special taxes
levied upon real property within any improvement district for the purpose of paying special
assessment bonds or special tax obligations of the District, and (iv) amounts transferred from the
Wastewater Enterprise Fund into the Rate Stabilization Fund during a fiscal year, but only to the
extent that any amounts transferred from the Wastewater Enterprise Fund into the Rate
Stabilization Fund were included in Gross Revenues for that fiscal year.

“Indenture” means this Indenture of Trust, as originally executed or as it may from time to
time be supplemented, modified or amended by any Supplemental Indenture under the provisions
hereof.

“Independent Accountant” means any certified public accountant or firm of certified public
accountants appointed and paid by the Authority or the District, and who, or each of whom (a) is
in fact independent and not under domination of the Authority or the District; (b) does not have
any substantial interest, direct or indirect, in the Authority or the District; and (c) is not connected
with the Authority or the District as an officer or employee of the Authority or the District but who
may be regularly retained to make annual or other audits of the books of or reports to the Authority
or the District.
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“Installment Payment Date” means, with respect to any Interest Payment Date, the 5th
Business Day immediately preceding that Interest Payment Date.

“Installment Payments means all payments required to be paid by the District on any date
under Section 4.4 of the Installment Sale Agreement, including any amounts payable upon
delinquent installments and including any prepayment thereof under Section 7.2 of the Installment
Sale Agreement, but does not include Additional Payments.

“Installment Sale Agreement” means the Installment Sale Agreement dated as of March 1,
2017, between the District and the Authority, together with any duly authorized and executed
amendments thereto.

[“Insurance Policy” means the insurance policy issued by the Insurer with respect to the
Bonds guaranteeing the scheduled payment of principal of and interest on the Bonds when due.]

[“Insurer” means , Or any successor thereto or assignee thereof.]

“Interest Account” means the account by that name established and held by the Trustee in
the Bond Fund under Section 5.02.

“Interest Payment Dates” means each April 1 and October 1, commencing October 1,
2017, so long as any Bonds remain unpaid.

“Maximum Annual Debt Service” means, as of the date of any calculation and with respect
to the Installment Payments or any Parity Obligations, as the case may be, the maximum sum
obtained for the current or any future Bond Year during the Term of the Installment Sale
Agreement by totaling the following amounts for such Bond Year:

@ the aggregate amount of the Installment Payments coming due and payable
in such Bond Year pursuant hereto, except to the extent payable from any security deposit
pursuant to Section 7.1 of the Installment Sale Agreement;

(b) the principal amount of all outstanding Parity Obligations, if any, coming
due and payable by their terms in such Bond Year;

(© the amount of interest which would be due during such Bond Year on the
aggregate principal amount of all outstanding Parity Obligations, if any, which would be
outstanding in such Bond Year if such Parity Obligations are retired as scheduled; and

(d) loan payments to be made to a Governmental Agency under a Governmental
Loan, if any, coming due and payable by its terms in such Bond Year.

“Moody’s” means Moody’s Investors Service, a corporation duly organized and existing
under and by virtue of the laws of the State of Delaware, and its successors and assigns, except
that if such corporation is dissolved or liquidated or no longer performs the functions of a securities
rating agency, then the term “Moody’s” shall be deemed to refer to any other nationally recognized
securities rating agency selected by the Authority or the District.
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“Net Revenues” means, for any period, an amount equal to all of the Gross Revenues
received during such period minus the amount required to pay all Operation and Maintenance
Costs becoming payable during such period.

“Nominee” means (a) initially, Cede & Co. as nominee of DTC, and (b) any other nominee
of the Depository designated under Section 2.05(a).

“Qffice” means the corporate trust office of the Trustee in , California, or such
other or additional offices as the Trustee may designate in writing to the Authority from time to
time as the corporate trust office for purposes of the Indenture; except that with respect to
presentation of Bonds for payment or for registration of transfer and exchange such term means
the office or agency of the Trustee at which, at any particular time, its corporate trust agency
business is conducted.

“QOperation and Maintenance Costs” means the reasonable and necessary costs and
expenses paid by the District for maintaining and operating the Wastewater Enterprise, including
but not limited to

@) costs of utilities, including the costs of electricity and other forms of energy
supplied to the Wastewater Enterprise,

(b) the reasonable expenses of management and repair and other costs and
expenses necessary to maintain and preserve the Wastewater Enterprise in good repair and
working order, and

(© the reasonable administrative costs of the District attributable to the
operation and maintenance of the Wastewater Enterprise;

but in all cases excluding

Q) debt service payable on obligations incurred by the District with respect to
the Wastewater Enterprise, including but not limited to the Installment Payments and any
Parity Obligations,

(i) depreciation, replacement and obsolescence charges or reserves therefor,
(iii)  capital expenditures (other than as set forth in paragraph (b) above), and
(iv)  amortization of intangibles or other bookkeeping entries of a similar nature.

“Qriginal Purchaser” means , the original purchaser of the Bonds at the
competitive sale thereof.

“Qutstanding,” when used as of any particular time with reference to Bonds, means, subject
to the last paragraph of Section 10.02 of this Indenture, all Bonds theretofore, or thereupon being,
authenticated and delivered by the Trustee under this Indenture except:

-8-
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@) Bonds theretofore canceled by the Trustee or surrendered to the Trustee for
cancellation;

(b) Bonds with respect to which all liability of the Authority has been
discharged in accordance with Section 10.02, including Bonds (or portions thereof)
described in Section 11.09; and

(© Bonds for the transfer or exchange of or in lieu of or in substitution for
which other Bonds have been authenticated and delivered by the Trustee under this
Indenture.

“Overdue Rate” means the highest rate of interest on any of the Outstanding Bonds.

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

“Parity Obligations” means the following:

@) the District’s obligation to pay debt service on the EXxisting Parity
Obligations,

(b) any bonds, notes, leases, installment sale agreements or other obligations of
the District payable from and secured by a pledge of and lien upon any of the Net Revenues
on a parity with the Installment Payments, entered into or issued under and in accordance
with Section 5.8 of the Installment Sale Agreement, and

(©) any Governmental Loan that is treated as a Parity Obligation under Section
5.9 of the Installment Sale Agreement.

“Parity Obligations Documents” means, collectively, the indenture of trust, trust
agreement, installment sale agreement, or other document authorizing the issuance of any Parity
Obligations or any securities which evidence Parity Obligations.

“Permitted Investments” means any of the following which at the time of investment are
determined by the Authority to be legal investments under the laws of the State of California for
the moneys proposed to be invested therein (provided that the Trustee shall be entitled to rely upon
any investment directions from the District as conclusive certification to the Trustee that the
investments described therein are so authorized under the laws of the State of California):

€)) Federal Securities;

(b) obligations of any of the following federal agencies which obligations
represent full faith and credit of the United States of America, including: Export-Import
Bank, Farmers Home Administration, General Services Administration, U.S. Maritime
Administration, Small Business Administration, Government National Mortgage
Association, U.S. Department of Housing & Urban Development, and Federal Housing
Administration;
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(c) bonds, notes or other evidences of indebtedness rated AAA by S&P and
Aaa by Moody’s issued by the Fannie Mae or the Federal Home Loan Mortgage
Corporation with remaining maturities not exceeding three years;

(d) U.S. dollar denominated deposit accounts (including those with the Trustee
or with any affiliate of the Trustee), unsecured certificates of deposit, including those
placed by a third party pursuant to an agreement between the Trustee and the Authority,
demand deposits, including interest bearing money market accounts, trust deposits, trust
accounts, time deposits, overnight bank deposits, interest-bearing deposits, federal funds
and banker’s acceptances with domestic commercial banks which have a rating on their
short term certificates of deposit on the date of purchase of A-1 or A-1+ by S&P and P-1
by Moody’s, and maturing no more than 360 days after the date of purchase;

(e commercial paper which is rated at the time of purchase in the single highest
classification, A-1+ by S&P and P-1 by Moody’s and which matures not more than 270
days after the date of purchase;

)] investments in a money market mutual fund rated, at the time of purchase,
AAAmM or AAAM-G or better by S&P, which may include funds for which the Trustee or
its affiliates provide investment advisory or other management services for a fee, including
serving as administrator, shareholder servicing agent, and/or custodian or sub-custodian,
notwithstanding that (i) the Trustee or an affiliate of the Trustee receives fees from funds
for services rendered, (ii) the Trustee collects fees for services rendered pursuant to this
Indenture, which fees are separate from the fees received from such funds, and (iii) services
performed for such funds and pursuant to this Indenture may at times duplicate those
provided to such funds by the Trustee or an affiliate of the Trustee;

(9) Repurchase and reverse repurchase agreements collateralized with Federal
Securities, including those of the Trustee or any of its affiliates;

(h) any pre-refunded bonds or other obligations of any state of the United States
of America or of any agency, instrumentality or local governmental unit of any such state
which are not callable at the option of the obligor prior to maturity or as to which
irrevocable instructions have been given by the obligor to call on the date specified in the
notice; and (i) which are rated, at the time of purchase, based on the refunding escrow, in
the highest rating category of S&P and Moody’s or (ii)(A) which are fully secured as to
principal and interest and redemption premium (if any) by a fund consisting only of cash
or Federal Securities, which fund may be applied only to the payment of such principal of
and interest and redemption premium (if any) in such bonds or other obligations on the
maturity date or dates thereof or the specified redemption date or dates under such
irrevocable instructions, as appropriate, and (B) which fund is sufficient, as verified by an
Independent Accountant, to pay principal of and interest and redemption premium (if any)
on the bonds or other obligations described in this paragraph on the maturity date or dates
thereof or on the redemption date or dates specified in the irrevocable instructions referred
to above, as appropriate;
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Q) investment agreements, with notice to each rating agency then rating the
Bonds;

() the Local Agency Investment Fund established under Section 16429.1 of
the Government Code of the State of California, provided, however, that the Trustee must
be allowed to make investments and withdrawals in its own name and the Trustee may
restrict investments in the Local Agency Investment Fund if required to keep moneys
available for the purposes of the Indenture; and

(K) any other investment permitted under Section 53601 of the California
Government Code.

“Principal Account” means the account by that name established and held by the Trustee
in the Bond Fund under Section 5.02.

“Project Costs” means, with respect to the Wastewater Project, all costs of the acquisition,
construction and installation thereof which are paid from moneys on deposit in the Project Fund,
including but not limited to:

@) all costs required to be paid to any person under the terms of any agreement
for or relating to the acquisition, construction and installation of the Wastewater Project;

(b) obligations incurred for labor and materials in connection with the
acquisition, construction and installation of the Wastewater Project;

(© the cost of performance or other bonds and any and all types of insurance
that may be necessary or appropriate to have in effect in connection with the acquisition,
construction and installation of the Wastewater Project;

(d) all costs of engineering and architectural services, including the actual
out-of-pocket costs for test borings, surveys, estimates, plans and specifications and
preliminary investigations therefor, development fees, sales commissions, and for
supervising construction, as well as for the performance of all other duties required by or
consequent to the proper acquisition, construction and installation of the Wastewater
Project;

(e) any sums required to reimburse the District for advances made for any of
the above items or for any other costs incurred and for work done which are properly
chargeable to the acquisition, construction and installation of the Wastewater Project;

)] all financing costs incurred in connection with the acquisition, construction
and installation of the Wastewater Project; and

()  the interest components of the Installment Payments allocable to the
Wastewater Project that come due during the period of acquisition, construction and
installation of the Wastewater Project.
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“Project Fund” means the fund by that name established and held by the Trustee under
Section 3.04.

“Qualified Reserve Account Credit Instrument” means an irrevocable standby or direct-pay
letter of credit, financial guaranty insurance policy or surety bond issued by a commercial bank or
insurance company and deposited with the Trustee pursuant to Section 5.05(b), provided that all
the following requirements are met:

@) in the case of a commercial bank, the long-term credit rating of such bank
at the time of delivery of the irrevocable standby or direct-pay letter of credit is at least “A”
from S&P or “A” from Moody’s and, in the case of an insurance company, the claims
paying ability of such insurance company at the time of delivery of the insurance policy or
surety bond is at least “A” from S&P, or “A” from Moody’s or, if not rated by S&P or
Moody’s but is rated by A.M. Best & Company, is rated at the time of delivery in the
highest rating category by A.M. Best & Company;

(b) such letter of credit, financial guaranty insurance policy or surety bond has
a term of at least 12 months;

(© such letter of credit, financial guaranty insurance policy or surety bond has
a stated amount at least equal to the portion of the Reserve Requirement with respect to
which funds are proposed to be released pursuant to Section 5.05(b); and

(d) the Trustee is authorized pursuant to the terms of such letter of credit,
financial guaranty insurance policy or surety bond to draw thereunder an amount equal to
any deficiencies which may exist from time to time in the Interest Account or the Principal
Account for the purpose of making payments required pursuant to Sections 5.03 or 5.04.

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

“Redemption Fund” means the fund by that name established and held by the Trustee under
Section 5.06.

“Registration Books” means the records maintained by the Trustee under Section 2.06 for
the registration and transfer of ownership of the Bonds.

“Reserve Account” means the account by that name established and held by the Trustee in
the Bond Fund established under Section 5.02.

[“Reserve Policy” means the municipal bond debt service reserve insurance policy issued
by the Insurer for deposit into the Reserve Account.]

“Reserve Requirement” means, subject to the second paragraph of Section 5.05(b), as of
the date of calculation by the Authority or District, the least of

() Maximum Annual Debt Service on the Bonds (excluding from the
calculation thereof Government Loans and Parity Obligations),

-12 -
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(i) 10% of the total of the proceeds of the Bonds (excluding from the
calculation thereof Government Loans and Parity Obligations), and

(i) 125% of average Annual Debt Service on the Bonds (excluding from the
calculation thereof Government Loans and Parity Obligations).

“Revenues” means:

@ all amounts received by the Authority or the Trustee pursuant or with
respect to the Installment Sale Agreement, including, without limiting the generality of the
foregoing, all of the Installment Payments (including both timely and delinquent payments,
any late charges, and whether paid from any source, but excluding any Additional
Payments), prepayments, insurance proceeds, condemnation proceeds, and

(b) all interest, profits or other income derived from the investment of amounts
in any fund or account established pursuant to this Indenture.

“S&P” means Standard & Poor’s, a division of the McGraw Hill Companies, of New York,
New York, its successors and assigns, except that if such corporation is dissolved or liquidated or
no longer performs the functions of a securities rating agency, then the term “S&P” shall be
deemed to refer to any other nationally recognized securities rating agency selected by the
Authority or the District.

“Securities Depositories” means The Depository Trust Company: and, in accordance with
then current guidelines of the Securities and Exchange Commission, such other addresses or such
other securities depositories as the Authority designates in written notice filed with the Trustee.

“SRF Loan” means the District’s loan dated August 15, 2011 from the State of California
(State Water Resources Control Board) currently outstanding in the principal amount of
$1,914,673.

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

“Tax Code” means the Internal Revenue Code of 1986 as in effect on the Closing Date or
(except as otherwise referenced herein) as it may be amended to apply to obligations issued on the
Closing Date, together with applicable proposed, temporary and final regulations promulgated,
and applicable official public guidance published, under said Tax Code.

“Term” means, when used with respect to the Installment Sale Agreement, the time during
which the Installment Sale Agreement is in effect, as provided in Section 4.2 thereof.

“Term Bonds” means the Bonds maturing on April 1, 20__.

“Trustee” means , a national banking
association organized and existing under the laws of the United States of America, or its successor
or successors, as Trustee hereunder as provided in Article VIII.
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“Wastewater Enterprise” means the wastewater system of the District, including but not
limited to all facilities, properties and improvements at any time owned or operated by the District
for the collection and conveyance of wastewater from residents served thereby, and any necessary
lands, rights, entitlements and other property useful in connection therewith, together with all
extensions thereof and improvements thereto hereafter acquired, constructed or installed by the
District.

“Wastewater Enterprise Fund” means the fund or funds established and held by the District
with respect to the Wastewater Enterprise for the receipt and deposit of Gross Revenues.

“Wastewater Project” means the facilities, improvements and other property described
more fully in Appendix B attached to the Installment Sale Agreement, as that Appendix may be
amended from time to time in accordance with the Installment Sale Agreement.

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

Section 1.02. Authorization. Each of the parties hereby represents and warrants that it
has full legal authority and is duly empowered to enter into this Indenture, and has taken all actions
necessary to authorize the execution hereof by the officers and persons signing it.

Section 1.03. Interpretation.

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

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

(© All references herein to “Articles,” “Sections” and other subdivisions are to the
corresponding Articles, Sections or subdivisions of this Indenture; the words “herein,” “hereof,”
thereby,” “hereunder” and other words of similar import refer to this Indenture as a whole and not
to any particular Article, Section or subdivision hereof.

ARTICLE Il

THE BONDS

Section 2.01. Authorization of Bonds. The Authority has reviewed all proceedings
heretofore taken and has found, as a result of such review, and hereby finds and determines that
all things, conditions and acts required by law to exist, happen or be performed precedent to and
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in connection with the issuance of the Bonds do exist, have happened and have been performed in
due time, form and manner as required by law, and the Authority is now duly empowered, under
each and every requirement of law, to issue the Bonds in the manner and form provided in this
Indenture.

The Authority hereby authorizes the issuance of the Bonds in the aggregate principal
amount of $ under the Bond Law for the purposes of providing funds to enable the
District to acquire and construct the Wastewater Project. The Bonds are authorized and issued
under, and are subject to the terms of, this Indenture and the Bond Law. The Bonds are designated
the “Marin Public Financing Authority (Sausalito-Marin City Sanitary District) 2017 Revenue
Bonds.”
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Section 2.02. Terms of the Bonds.

Payment Provisions. The Bonds shall be issued in fully registered form without coupons
in denominations of $5,000 or any integral multiple thereof. The Bonds shall mature on April 1 in
each of the years and in the amounts, and bear interest (calculated on the basis of a 360-day year
of twelve 30-day months) at the rates, as follows:

Maturity Date Principal Interest
(April 1) Amount Rate
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
[2042]

(T) Term Bond.

Interest on the Bonds is payable from the Interest Payment Date next preceding the date of
authentication thereof unless:

@ a Bond is authenticated on or before an Interest Payment Date and after the
close of business on the preceding Record Date, in which event it will bear interest from
such Interest Payment Date,

(b) a Bond is authenticated on or before the first Record Date, in which event
interest thereon will be payable from the Closing Date, or
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(c) interest on any Bond is in default as of the data of authentication thereof, in
which event interest thereon will be payable from the date to which interest has been paid
in full, payable on each Interest Payment Date.

Interest is payable on each Interest Payment Date to the persons in whose names the
ownership of the Bonds is registered on the Registration Books at the close of business on the
immediately preceding Record Date, except as provided below. Interest on any Bond which is not
punctually paid or duly provided for on any Interest Payment Date is payable to the person in
whose name the ownership of such Bond is registered on the Registration Books at the close of
business on a special record date for the payment of such defaulted interest to be fixed by the
Trustee, notice of which is given to such Owner by first-class mail not less than 10 days prior to
such special record date.

The Trustee will pay interest on the Bonds by check mailed by first class mail, postage
prepaid, on each Interest Payment Date to the Owners of the Bonds at their respective addresses
shown on the Registration Books as of the close of business on the preceding Record Date. At the
written request of the Owner of Bonds in an aggregate principal amount of at least $1,000,000,
which written request is on file with the Trustee as of any Record Date, the Trustee will pay interest
on such Bonds on each succeeding Interest Payment Date by wire transfer in immediately available
funds to such account of a financial institution within the United States of America as specified in
such written request, which written request will remain in effect until rescinded in writing by the
Owner. The Trustee will pay principal of the Bonds in lawful money of the United States of
America by check upon presentation and surrender thereof at the Office of the Trustee.

Section 2.03. Form and Execution of Bonds. The Bonds, the form of Trustee’s
certificate of authentication, and the form of assignment to appear thereon, are set forth in
Appendix A attached hereto and by this reference incorporated herein, with necessary or
appropriate variations, omissions and insertions, as permitted or required by this Indenture.

An Authorized Representative of the Authority shall execute, and the Secretary of the
Authority shall attest, each Bond. Either or both of such signatures may be made manually or may
be affixed by facsimile thereof. If any officer whose signature appears on any Bond ceases to be
such officer before the Closing Date, such signature will nevertheless be as effective as if the
officer had remained in office until the Closing Date Any Bond may be signed and attested on
behalf of the Authority by such persons as at the actual date of the execution of such Bond are the
proper officers of the Authority, duly authorized to execute debt instruments on behalf of the
Authority, although on the date of such Bond any such person was not an officer of the Authority.

Only those Bonds bearing a certificate of authentication in the form set forth in
Appendix A, manually executed and dated by the Trustee, are valid or obligatory for any purpose
or entitled to the benefits of this Indenture, and such certificate of the Trustee is conclusive
evidence that such Bonds have been duly authenticated and delivered hereunder and are entitled
to the benefits of this Indenture.

Section 2.04. Transfer and Exchange of Bonds.
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@) Transfer. Any Bond may, in accordance with its terms, be transferred, upon the
Registration Books, by the person in whose name it is registered, in person or by a duly authorized
attorney of such person, upon surrender of such Bond to the Trustee at its Office for cancellation,
accompanied by delivery of a written instrument of transfer in a form acceptable to the Trustee,
duly executed. The Trustee shall collect any tax or other governmental charge on the transfer of
any Bonds under this Section. Whenever any Bond or Bonds is surrendered for transfer, the
Authority shall execute and the Trustee shall authenticate and deliver to the transferee a new Bond
or Bonds of like series, interest rate, maturity and aggregate principal amount. The Authority shall
pay the cost of printing Bonds and any services rendered or expenses incurred by the Trustee in
connection with any transfer of Bonds.

(b) Exchange. The Bonds may be exchanged at the Office of the Trustee for a like
aggregate principal amount of Bonds of other authorized denominations and of the same series,
interest rate and maturity. The Trustee shall collect any tax or other governmental charge on the
exchange of any Bonds under this subsection (b). The Authority shall pay the cost of printing
Bonds and any services rendered or expenses incurred by the Trustee in connection with any
exchange of Bonds.

(© Limitations. The Trustee may refuse to transfer or exchange, under the provisions
of this Section, any Bonds selected by the Trustee for redemption under Article IV, or any Bonds
during the period established by the Trustee for the selection of Bonds for redemption.

Section 2.05. Book-Entry System.

€)) Original Delivery. The Bonds will be initially delivered in the form of a separate
single fully registered bond (which may be typewritten) for each maturity of the Bonds. Upon
initial delivery, the Trustee shall register the ownership of each Bond on the Registration Books
in the name of the Nominee. Except as provided in subsection (c), the ownership of all of the
Outstanding Bonds shall be registered in the name of the Nominee on the Registration Books.

With respect to Bonds the ownership of which is registered in the name of the Nominee,
neither the Authority nor the Trustee has any responsibility or obligation to any Depository System
Participant or to any person on behalf of which the Nominee holds an interest in the Bonds.
Without limiting the generality of the immediately preceding sentence, the Authority and the
Trustee has no responsibility or obligation with respect to (i) the accuracy of the records of the
Depository, the Nominee or any Depository System Participant with respect to any ownership
interest in the Bonds, (ii) the delivery to any Depository System Participant or any other person,
other than a Bond Owner as shown in the Registration Books, of any notice with respect to the
Bonds, including any notice of redemption, (iii) the selection by the Depository of the beneficial
interests in the Bonds to be redeemed if the Authority elects to redeem the Bonds in part, (iv) the
payment to any Depository System Participant or any other person, other than a Bond Owner as
shown in the Registration Books, of any amount with respect to principal, premium, if any, or
interest on the Bonds or (v) any consent given or other action taken by the Depository as Owner
of the Bonds.

The Authority and the Trustee may treat and consider the person in whose name each Bond
is registered as the absolute owner of such Bond for the purpose of payment of principal of and
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premium, if any, and interest on such Bond, for the purpose of giving notices of redemption and
other matters with respect to such Bond, for the purpose of registering transfers of ownership of
such Bond, and for all other purposes whatsoever.

The Trustee shall pay the principal of and the interest and premium, if any, on the Bonds
only to the respective Owners or their respective attorneys duly authorized in writing, and all such
payments shall be valid and effective to fully satisfy and discharge all obligations with respect to
payment of principal of and interest and premium, if any, on the Bonds to the extent of the sum or
sums so paid.

No person other than a Bond Owner shall receive a Bond evidencing the obligation of the
Authority to make payments of principal, interest and premium, if any, under this Indenture.

Upon delivery by the Depository to the Authority of written notice to the effect that the
Depository has determined to substitute a new Nominee in its place, and subject to the provisions
herein with respect to Record Dates, such new nominee shall become the Nominee hereunder for
all purposes: and upon receipt of such a notice the Authority shall promptly deliver a copy of the
same to the Trustee.

(b) Representation Letter. In order to qualify the Bonds for the Depository’s
book-entry system, the Authority shall execute and deliver to such Depository a letter representing
such matters as shall be necessary to so qualify the Bonds. The execution and delivery of such
letter shall not in any way limit the provisions of subsection (a) above or in any other way impose
upon the Authority or the Trustee any obligation whatsoever with respect to persons having
interests in the Bonds other than the Bond Owners.

Upon the written acceptance by the Trustee, the Trustee shall agree to take all action
reasonably necessary for all representations of the Trustee in such letter with respect to the Trustee
to at all times be complied with. In addition to the execution and delivery of such letter, the
Authority may take any other actions, not inconsistent with this Indenture, to qualify the Bonds
for the Depository’s book-entry program.

(©) Transfers Outside Book-Entry System. If either (i) the Depository determines not
to continue to act as Depository for the Bonds, or (ii) the Authority determines to terminate the
Depository as such, than the Authority shall thereupon discontinue the book-entry system with
such Depository. In such event, the Depository shall cooperate with the Authority and the Trustee
in the issuance of replacement Bonds by providing the Trustee with a list showing the interests of
the Depository System Participants in the Bonds, and by surrendering the Bonds, registered in the
name of the Nominee, to the Trustee on or before the date such replacement Bonds are to be issued.

The Depository, by accepting delivery of the Bonds, agrees to be bound by the provisions
of this subsection (c).

If, prior to the termination of the Depository acting as such, the Authority fails to identify
another Securities Depository to replace the Depository, then the Bonds shall no longer be required
to be registered in the Registration Books in the name of the Nominee, but shall be registered in
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whatever name or names the Owners transferring or exchanging Bonds shall designate, in
accordance with the provisions hereof.

If the Authority determines that it is in the best interests of the beneficial owners of the
Bonds that they be able to obtain certificated Bonds, the Authority may notify the Depository
System Participants of the availability of such certificated Bonds through the Depository. In such
event, the Trustee will authenticate, transfer and exchange Bonds as required by the Depository
and others in appropriate amounts; and whenever the Depository requests, the Trustee and the
Authority shall cooperate with the Depository in taking appropriate action (i) to make available
one or more separate certificates evidencing the Bonds to any Depository System Participant
having Bonds credited to its account with the Depository, or (ii) to arrange for another Securities
Depository to maintain custody of a single certificate evidencing such Bonds, all at the Authority’s
expense.

(d) Payments to the Nominee. Notwithstanding any other provision of this Indenture
to the contrary, so long as any Bond is registered in the name of the Nominee, all payments with
respect to principal of and interest and premium, if any, on such Bond and all notices with respect
to such Bond shall be made and given, respectively, as provided in the letter described in
subsection (b) of this Section or as otherwise instructed by the Depository.

Section 2.06. Registration Books. The Trustee will keep or cause to be kept, at the
Office of the Trustee, sufficient records for the registration and transfer of ownership of the Bonds,
which shall upon reasonable notice as agreed to by the Trustee, be open to inspection during
regular business hours by the Authority; and, upon presentation for such purpose, the Trustee shall,
under such reasonable regulations as it may prescribe, register or transfer or cause to be registered
or transferred, on such records, the ownership of the Bonds as hereinbefore provided.

Section 2.07. Bonds Mutilated, Lost, Destroyed or Stolen. If any Bond is mutilated,
the Authority, at the expense of the Owner of such Bond, shall execute, and the Trustee shall
thereupon authenticate and deliver, a new Bond of like tenor in exchange and substitution for the
Bond so mutilated, but only upon surrender to the Trustee of the Bond so mutilated. The Trustee
shall cancel every mutilated Bond surrendered to it and deliver such mutilated Bond to, or upon
the order of, the Authority.

If any Bond is lost, destroyed or stolen, evidence of such loss, destruction or theft may be
submitted to the Trustee and, if such evidence is satisfactory and if indemnity satisfactory to the
Trustee is given, the Authority, at the expense of the Owner, shall execute, and the Trustee shall
thereupon authenticate and deliver, a new Bond of like tenor in lieu of and in substitution for the
Bond so lost, destroyed or stolen.

The Trustee may require payment of a sum not exceeding the actual cost of preparing each
new Bond issued under this Section and of the expenses which may be incurred by the Trustee in
connection therewith.

Any Bond issued under the provisions of this Section in lieu of any Bond alleged to be lost,
destroyed or stolen will constitute an original additional contractual obligation on the part of the
Authority whether or not the Bond so alleged to be lost, destroyed or stolen be at any time
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enforceable by anyone, and shall be equally and proportionately entitled to the benefits of this
Indenture with all other Bonds issued under this Indenture.

Notwithstanding any other provision of this Section 2.07, in lieu of delivering a new Bond
for which principal has become due for a Bond which has been mutilated, lost, destroyed or stolen,
the Trustee may make payment of such Bond in accordance with its terms upon receipt of
indemnity satisfactory to the Trustee.

ARTICLE Il

ISSUANCE OF BONDS; APPLICATION OF PROCEEDS

Section 3.01. Issuance of the Bonds. At any time after the execution of this Indenture,
the Authority may execute and the Trustee shall, upon the Written Request of the Authority,
authenticate and deliver the Bonds to the Original Purchaser.

Section 3.02. Application of Proceeds of Sale of the Bonds. Upon the receipt of
payment for the Bonds on the Closing Date, the Trustee shall receive the net proceeds of sale

thereof, being $ (which amount includes $ received by the Trustee
from , the purchaser of the Bonds, as a good faith deposit), calculated as
follows:

. $ (constituting the par amount of the Bonds),

. plus a net original issue premium in the amount of $ ,

. less an underwriter’s discount in the amount of $ ,

which the Trustee shall apply as follows:

@ The Trustee shall deposit $ into the Costs of Issuance Fund.
(b) The Trustee shall deposit $ into the Project Fund.
(© [The Trustee shall wire the amount of $ to the Insurer in

payment of the Insurance Policy premium.]

(d) [The Trustee shall wire the amount of $ to the Insurer in payment
of the Reserve Policy premium.]

The Trustee may establish and maintain a temporary account or fund to facilitate and record
such deposits and transfers.

Section 3.03. Establishment and Application of Costs of Issuance Fund. The Trustee
shall establish, maintain and hold in trust a separate fund designated as the “Costs of Issuance
Fund” into which the Trustee shall deposit a portion of the proceeds of sale of the Bonds under
Section 3.02(a). The Trustee shall disburse amounts in the Costs of Issuance Fund from time to
time to pay the Costs of Issuance upon submission of a Written Requisition of the Authority stating
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the person to whom payment is to be made, the amount to be paid, the purpose for which the
obligation was incurred and that such payment is a proper charge against said fund. The Trustee
may conclusively rely on the representations and certifications set forth in such Written
Requisitions and shall be fully protected in relying thereon.

On 1, 2017, or upon the earlier Written Request of the Authority, the Trustee
shall transfer all amounts remaining in the Costs of Issuance Fund to the Interest Account, and
shall thereupon close the Costs of Issuance Fund.

Section 3.04. Project Fund. The Trustee shall establish and maintain a separate fund to
be known as the “Project Fund” into which the Trustee shall deposit a portion of the proceeds of
sale of the Bonds pursuant to Section 3.02(b). Except as otherwise provided herein, moneys in the
Project Fund will be used solely for the payment of the Project Costs. The Trustee shall disburse
amounts in the Project Fund from time to time to pay Project Costs upon submission of a Written
Requisition of the Authority stating the person to whom payment is to be made, the amount to be
paid, the purpose for which the obligation was incurred and that such payment is a proper charge
against said fund or account. The Trustee may conclusively rely on the representations and
certifications set forth in such Written Requisitions and shall be fully protected in relying thereon.

Upon the completion of the Wastewater Project, as evidenced by the filing by the District
with the Trustee of a Written Certificate under Section 3.5 of the Installment Sale Agreement
stating that the Wastewater Project has been completed, the Trustee shall deposit in the Interest
Account all amounts remaining on deposit in the Project Fund, and the Trustee shall thereupon
close the Project Fund.

Section 3.05. Validity of Bonds. The recital contained in the Bonds that the same are
issued under the Constitution and laws of the State of California shall be conclusive evidence of
their validity and of compliance with the provisions of law in their issuance.

ARTICLE IV

REDEMPTION OF BONDS
Section 4.01. Terms of Redemption.

@ Optional Redemption from any Source of Available Funds. The Bonds maturing
on or before April 1, 2027 are not subject to optional redemption prior to their respective stated
maturity dates.

The Bonds maturing on or after April 1, 2028, are subject to redemption in whole, or in
part at the Written Request of the Authority among maturities on such basis as the Authority may
designate and by lot within a maturity, at the option of the Authority, on any date on or after
April 1, 2027, from any available source of funds, at a redemption price equal to the principal
amount of the Bonds to be redeemed, plus accrued interest to the date of redemption, without
premium.
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The Authority must give the Trustee written notice of its intention to redeem Bonds under
this subsection (a), and the manner of selecting such Bonds for redemption from among the
maturities thereof, in sufficient time to enable the Trustee to give notice of such redemption in
accordance with Section 4.03.

(b) Mandatory Sinking Fund Redemption. The Term Bonds are also subject to
redemption, by lot, on April 1 in each of the years as set forth in the following table, from deposits
made for such purpose pursuant to Section 5.02(b), at a redemption price equal to the principal
amount thereof to be redeemed together with accrued interest thereon to the redemption date,
without premium, or in lieu thereof may be purchased pursuant to the succeeding paragraph of this
subsection (b), in the aggregate respective principal amounts and on the respective dates as set
forth in the following table; provided, however, that if some but not all of the Term Bonds have
been redeemed pursuant to subsection (a) above, the total amount of all future payments pursuant
to this subsection (b) with respect to such Term Bonds shall be reduced by the aggregate principal
amount of such Term Bonds so redeemed, to be allocated among such payments in integral
multiples of $5,000 as determined by the Authority (written notice of which determination shall
be given by the Authority to the Trustee).

Term Bond Maturing April 1,20

Sinking Fund Principal
Redemption Date Amount To Be
(April 1) Redeemed

In lieu of redemption of the Term Bonds pursuant to the preceding paragraph, amounts on
deposit in the Bond Fund (to the extent not required to be deposited by the Trustee in the Interest
Account or the Principal Account pursuant to Section 5.02 during the current Bond Year) may also
be used and withdrawn by the Authority, upon the Written Request of the Authority delivered to
the Trustee, at any time for the purchase of such Term Bonds at public or private sale as and when
and at such prices (including brokerage and other charges and including accrued interest) as the
Authority may in its discretion determine. The par amount of any of such Term Bonds so purchased
by the Authority in any 12-month period ending on April 1 in any year shall be credited towards
and shall reduce the par amount of such Term Bonds required to be redeemed pursuant to this
subsection (b) on the next succeeding April 1.

Section 4.02. Selection of Bonds for Redemption. Whenever provision is made in this
Indenture for the redemption of less than all of the Bonds of a single maturity of the same issue,
the Trustee shall select the Bonds of that maturity to be redeemed by lot in any manner which the
Trustee in its sole discretion deems appropriate. For purposes of such selection, the Trustee shall
treat each Bond as consisting of separate $5,000 portions and each such portion shall be subject to
redemption as if such portion were a separate Bond.
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Section 4.03. Notice of Redemption. The Trustee shall mail notice of redemption of the
Bonds by first class mail, postage prepaid, not less than 30 nor more than 60 days before any
redemption date, to the respective Owners of any Bonds designated for redemption at their
addresses appearing on the Registration Books, and the Securities Depositories. The Trustee shall
electronically file a copy of each notice of redemption with the Municipal Securities Rulemaking
Board through its Electronic Municipal Market Access (EMMA) system, or such other services
providing information with respect to called bonds in accordance with then-current guidelines of
the Securities and Exchange Commission, or any other such services the Authority may designate
in writing to the Trustee.

Each notice of redemption shall state:
Q) the date of the notice,
(i) the redemption date,
(iii)  the place or places of redemption,

(iv)  whether less than all of the Bonds (or all Bonds of a single maturity) are to
be redeemed,

(V) the CUSIP numbers and (in the event that not all Bonds within a maturity
are called for redemption) Bond numbers of the Bonds to be redeemed and the maturity or
maturities of the Bonds to be redeemed, and

(vi)  inthe case of Bonds to be redeemed in part only, the respective portions of
the principal amount thereof to be redeemed.

Each such notice shall also state that on the redemption date there will become due and
payable on each of said Bonds the redemption price thereof, and that from and after such
redemption date interest thereon shall cease to accrue, and shall require that such Bonds be then
surrendered. Such redemption notices may state that no representation is made as to the accuracy
or correctness of the CUSIP numbers printed therein or on the Bonds.

Each notice relating to a redemption pursuant to Section 4.01(a) may be conditional, and
shall further state that such redemption may be rescinded by the Authority on or prior to the date
set for redemption.

Neither the failure to receive any notice nor any defect therein shall affect the sufficiency
of the proceedings for such redemption or the cessation of accrual of interest from and after the
redemption date. Notice of redemption of Bonds shall be given by the Trustee, at the expense of
the Authority, for and on behalf of the Authority.

Section 4.04. Rescission of Redemption. The Authority shall have the right to rescind
any redemption pursuant to Section 4.01(a) by written notice to the Trustee on or prior to the date
fixed for redemption. Any notice of redemption shall be cancelled and annulled if for any reason
funds are not available on the date fixed for redemption for the payment in full of the Bonds then
called for redemption, and such cancellation shall not constitute an Event of Default hereunder.
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The Trustee shall mail notice of rescission of redemption in the same manner notice of redemption
was originally provided.

Section 4.05. Execution of New Bonds Upon Partial Redemption of Bonds. Upon
surrender of any Bonds redeemed in part only, the Authority shall execute and the Trustee shall
authenticate and deliver to the Owner thereof, at the expense of the Authority, a new Bond or
Bonds of authorized denominations equal in aggregate principal amount to the unredeemed portion
of the Bonds surrendered.

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

All Bonds redeemed under the provisions of this Article shall be canceled by the Trustee
upon surrender thereof and destroyed in accordance with the retention policy of the Trustee then
in effect.

ARTICLE V

REVENUES; FUNDS AND ACCOUNTS;
PAYMENT OF PRINCIPAL AND INTEREST

Section 5.01. Security for the Bonds; Bond Fund.

@ Pledge of Revenues and Other Amounts. Subject only to the provisions of this
Indenture permitting the application thereof for the purposes and on the terms and conditions set
forth herein, all of the Revenues and all amounts held in any fund or account established under
this Indenture are hereby pledged to secure the payment of the principal of and interest and
premium (if any) on the Bonds in accordance with their terms and the provisions of this Indenture.

This pledge constitutes a lien on and security interest in the Revenues and such amounts
and shall attach, be perfected and be valid and binding from and after the Closing Date, without
the need for any physical delivery thereof or further act.

(b) Assignment to Trustee. The Authority hereby irrevocably transfers, assigns and
sets over to the Trustee, without recourse to the Authority, all of its rights in the Installment Sale
Agreement (excepting only the Authority’s rights under Sections 4.7, 5.2 and 6.4 thereof and the
Authority’s rights to give approvals and consents thereunder), including but not limited to all of
the Authority’s rights to receive and collect all of the Installment Payments, and the Trustee hereby
accepts such assignment.
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The Trustee is entitled to collect and receive all of the Installment Payments, and any
Installment Payments collected or received by the Authority shall be deemed to be held, and to
have been collected or received, by the Authority as the agent of the Trustee and shall forthwith
be paid by the Authority to the Trustee.

The Trustee is also entitled to, subject to the provisions of Article VIII, take all steps,
actions and proceedings which the Trustee determines to be reasonably necessary in its judgment
to enforce, either jointly with the Authority or separately, all of the rights of the Authority and all
of the obligations of the District under the Installment Sale Agreement.

(© Deposit of Revenues in Bond Fund. All Revenues shall be promptly deposited by
the Trustee upon receipt thereof in a special fund designated as the “Bond Fund” which the Trustee
shall establish, maintain and hold in trust; except that all moneys received by the Trustee and
required hereunder or under the Installment Sale Agreement to be deposited in the Redemption
Fund shall be promptly deposited in such fund.

All Revenues deposited with the Trustee shall be held, disbursed, allocated and applied by
the Trustee only as provided in this Indenture.

Any surplus remaining in the Bond Fund, after payment in full of (i) the principal of and
interest on the Bonds or provision therefore under Article X, (ii) any applicable fees and expenses
of the Trustee, and [(iii) any amounts due to the Insurer,] shall be withdrawn by the Trustee and
remitted to the District.

Section 5.02. Allocation of Revenues. On or before each Interest Payment Date, the
Trustee shall transfer from the Bond Fund and deposit into the following respective accounts (each
of which the Trustee shall establish and maintain within the Bond Fund), the following amounts
in the following order of priority:

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

(b) Deposit to Principal Account. The Trustee shall deposit into the Principal Account
an amount required to cause the aggregate amount on deposit in the Principal Account to equal the
principal amount of the Bonds coming due and payable on each April 1, including the aggregate
principal amount of the Term Bonds (if any) which are subject to mandatory sinking fund
redemption on such April 1 under Section 4.01(b).

(©) Deposit to Reserve Account. The Trustee shall deposit into the Reserve Account
an amount, if any, required to cause the amount on deposit in the Reserve Account to be equal to
the Reserve Requirement, [including without limitation amounts required to reimburse the Insurer
for any amounts drawn under the Reserve Policy].

Section 5.03. Application of Interest Account. All amounts in the Interest Account
shall be used and withdrawn by the Trustee solely for the purpose of paying interest on the Bonds
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as it comes due and payable (including accrued interest on any Bonds purchased or redeemed prior
to maturity).

Section 5.04. Application of Principal Account. All amounts in the Principal Account
shall be used and withdrawn by the Trustee solely to pay the principal amount of the Bonds on
their respective maturity dates, including the aggregate principal amount of the Term Bonds (if
any) which are subject to mandatory sinking fund redemption on such April 1 under
Section 4.01(b).

Section 5.05. Application of Reserve Account.

@) Application of Reserve Account. All amounts in the Reserve Account shall be used
and withdrawn by the Trustee solely for the purpose of (i) paying principal of or interest on the
Bonds, including the principal amount of any Term Bonds subject to mandatory sinking fund
redemption under Section 4.01(b), when due and payable to the extent that moneys deposited in
the Interest Account or Principal Account are not sufficient for such purpose, and (ii) making the
final payments of principal of and interest on the Bonds.

If the amounts on deposit in the Reserve Account are insufficient at any time to pay the
full amount of principal of and interest on the Bonds then required to be paid from the Reserve
Account, the Trustee shall apply such amounts first, to the payment of interest and second, to the
payment of principal. On the date on which all Bonds are retired hereunder or provision is made
therefor under Article X. after payment of any amounts then owed to the Trustee [and the Insurer],
all moneys then on deposit in the Reserve Account shall be withdrawn by the Trustee and paid to
the District as a refund of overpaid Installment Payments.

If, on any date, moneys on deposit in the Reserve Account, together with amounts then on
deposit in the Bond Fund, are sufficient to pay all Outstanding Bonds, including all principal
thereof, and interest thereon, the Trustee shall, at the Written Request of the Authority, transfer all
amounts then on deposit in the Reserve Account, together with such amounts in the Bond Fund,
to the Redemption Fund to be applied to the redemption of the Bonds in accordance with the
provisions of Section 4.01(a). The Trustee shall be entitled to conclusively rely on any such
Written Request and shall be fully protected in relying thereon. On each April 1, the Trustee shall
transfer any amounts on deposit in the Reserve Account in excess of the Reserve Requirement,
including amounts derived from the investment of moneys in the Reserve Account, to the Bond
Fund.

(b) Qualified Reserve Account Credit Instrument. [The Authority shall deposit the
Reserve Policy in the Reserve Account on the Closing Date in satisfaction of the Reserve
Requirement for the Bonds. Section 11.16 provides for provisions governing the Reserve Policy.]

The Authority shall have the right at any time to release any cash (including Permitted
Investments) on deposit from the Reserve Account, in whole or in part, by tendering to the Trustee:
(1) a Qualified Reserve Account Credit Instrument, and (2) an opinion of Bond Counsel stating
that such release will not, of itself, cause the interest on the Bonds to become includable in gross
income for purposes of federal income taxation, and [(3) the receipt of the prior written consent of
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the Insurer]. Upon tender of such items to the Trustee, the Trustee shall transfer such funds from
the Reserve Account to or upon the direction of the Authority.

Prior to the expiration of any Qualified Reserve Account Credit Instrument, the Authority
shall be obligated either (a) to replace such Qualified Reserve Account Credit instrument with a
new Qualified Reserve Account Credit Instrument, or (b) to deposit or cause to be deposited with
the Trustee an amount of funds such that the funds on deposit in the Reserve Account, together
with all Qualified Reserve Account Credit Instruments held by the Trustee, is at least equal to the
Reserve Requirement.

Section 5.06. Application of Redemption Fund. The Trustee shall establish and
maintain the Redemption Fund, into which the Trustee shall deposit a portion of the Revenues
received representing optional prepayments of the Installment Payments, in accordance with a
Written Request of the Authority.

Amounts on deposit in the Redemption Fund shall be used and withdrawn by the Trustee
solely for the purpose of paying the principal and premium (if any) of the Bonds to be redeemed
under Sections 4.01(a) or (b); provided, however, that at any time prior to the selection of Bonds
for redemption, the Trustee may apply such amounts to the purchase of Bonds at public or private
sale, when and at such prices (including brokerage and other charges, but excluding accrued
interest, which is payable from the Interest Account) as may be directed under a Written Request
of the Authority, except that the purchase price (exclusive of accrued interest) may not exceed the
redemption price then applicable to the Bonds.

The Trustee shall be entitled to conclusively rely on any Written Request of the Authority
received under this Section 5.06, and shall be fully protected in relying thereon.

Section 5.07. Investments. All moneys in any of the funds or accounts established with
the Trustee under this Indenture shall be invested by the Trustee solely in Permitted Investments.
Such investments shall be directed by the Authority under a Written Request of the Authority filed
with the Trustee at least 2 Business Days in advance of the making of such investments. In the
absence of any such directions from the Authority, the Trustee shall hold any such moneys
uninvested.

Permitted Investments purchased as an investment of moneys in any fund shall be deemed
to be part of such fund or account. To the extent Permitted Investments are registrable, such
Permitted Investments must be registered in the name of the Trustee.

All interest or gain derived from the investment of amounts in any of the funds or accounts
established hereunder shall be deposited in the Bond Fund, provided, however, that earnings on
the investment of the amount in the Reserve Account shall be retained therein to the extent required
to maintain the Reserve Requirement, and otherwise shall be transferred to the Bond Fund in
accordance with Section 5.05(a).

For purposes of acquiring any investments hereunder, the Trustee may commingle funds
held by it hereunder. The Trustee or any of its affiliates may act as principal or agent in the
acquisition or disposition of any investment and may impose its customary charges therefor. The
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Trustee may rely conclusively on the written investment direction of the Authority as to the
suitability and legality of the directed investments.

The Trustee shall incur no liability for losses arising from any investments made under this
Section 5.07.

The Trustee may make any investments hereunder through its own bond or investment
department or trust investment department, or those of its parent or any affiliate. The Trustee or
any of its affiliates may act as sponsor, advisor or manager in connection with any investments
made by the Trustee hereunder. The Trustee is hereby authorized, in making or disposing of any
investment permitted by this Section, to deal with itself (in its individual capacity) or with any one
or more of its affiliates, whether it or such affiliate is acting as an agent of the Trustee or for any
third person or is dealing as a principal for its own account.

The Authority acknowledges that to the extent regulations of the Comptroller of the
Currency or other applicable regulatory entity grant the Authority the right to receive brokerage
confirmations of security transactions as they occur at no additional cost, the Authority will not
receive such confirmations to the extent permitted by law. The Trustee will furnish the Authority
periodic cash transaction statements which include detail for all investment transactions made by
the Trustee hereunder.

The moneys on deposit in the funds and accounts established under this Indenture shall not
be deemed “surplus” under Section 53601 of the Government Code.

Section 5.08. Valuation and Disposition of Investments.

@ Except as otherwise provided in subsection (b) of this Section, the Authority
covenants that all investments of amounts deposited in any fund or account created by or under
this Indenture, or otherwise containing gross proceeds of the Bonds (within the meaning of Section
148 of the Tax Code) shall be acquired, disposed of and valued at the Fair Market Value thereof
as such term is defined in subsection (d) below. The Trustee shall have no duty in connection with
the determination of Fair Market Value other than to follow the investment directions of the
Authority in any Written Request of the Authority.

(b) Investments in funds or accounts (or portions thereof) that are subject to a yield
restriction under applicable provisions of the Tax Code and investments in the Reserve Account
shall be valued at cost thereof, (consisting of present value thereof within the meaning of
Section 148 of the Tax Code): provided that the Authority shall inform the Trustee which funds
(other than the Reserve Account) are subject to a yield restriction.

(©) Except as provided in the preceding subsection (b), for the purpose of determining
the amount in any fund or account established hereunder, the value of Permitted Investments
credited to such fund shall be valued by the Trustee at least annually on or before April 1. The
Trustee may sell or present for redemption, any Permitted Investment so purchased by the Trustee
whenever it shall be necessary in order to provide moneys to meet any required payment, transfer,
withdrawal or disbursement from the fund to which such Permitted Investment is credited, and the
Trustee shall not be liable or responsible for any loss resulting from any such Permitted Investment.
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(d) For purposes of this Section 5.08, the term “Fair Market Value” means the price at
which a willing buyer would purchase the investment from a willing seller in a bona fide, arm’s
length transaction (determined as of the date the contract to purchase or sell the investment
becomes binding) if the investment is traded on an established securities market (within the
meaning of Section 1273 of the Tax Code) and, otherwise, the term “Fair Market Value” means
the acquisition price in a bona fide arm’s length transaction (as referenced above) if (i) the
investment is a certificate of deposit that is acquired in accordance with applicable regulations
under the Tax Code, (ii) the investment is an agreement with specifically negotiated withdrawal
or reinvestment provisions and a specifically negotiated interest rate (for example, a guaranteed
investment contract, a forward supply contract or other investment agreement) that is acquired in
accordance with applicable regulations under the Tax Code, or (iii) the investment is a United
States Treasury Security — State and Local Government Series which is acquired in accordance
with applicable regulations of the United States Bureau of Public Debt.

(e) To the extent of any valuations made by the Trustee hereunder, the Trustee may
utilize and rely upon generally recognized or computerized securities pricing services that may be
available to it, including those available through its regular accounting system.

ARTICLE VI

COVENANTS OF THE AUTHORITY

Section 6.01. Punctual Payment. The Authority shall punctually pay or cause to be
paid the principal of and interest and premium (if any) on all the Bonds in strict conformity with
the terms of the Bonds and of this Indenture, according to the true intent and meaning thereof, but
only out of the Revenues and other amounts pledged for such payment as provided in this
Indenture.

Section 6.02. Extension of Payment of Bonds. The Authority shall not directly or
indirectly extend or assent to the extension of the maturity of any of the Bonds or the time of
payment of any claims for interest by the purchase of such Bonds or by any other arrangement,
and in case the maturity of any of the Bonds or the time of payment of any such claims for interest
shall be extended, such Bonds or claims for interest shall not be entitled, in case of any default
hereunder, to the benefits of this Indenture, except subject to the prior payment in full of the
principal of all of the Bonds then Outstanding and of all claims for interest thereon which have not
been so extended.

Nothing in this Section 6.02 limits the right of the Authority to issue Bonds for the purpose
of refunding any Outstanding Bonds, and such issuance does not constitute an extension of
maturity of the Bonds.

Section 6.03. Against Encumbrances. The Authority shall not create, or permit the
creation of, any pledge, lien, charge or other encumbrance upon the Revenues and other assets
pledged or assigned under this Indenture while any of the Bonds are Outstanding, except the pledge
and assignment created by this Indenture.
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Subject to this limitation, the Authority expressly reserves the right to enter into one or
more other indentures for any of its corporate purposes, and reserves the right to issue other
obligations for such purposes.

Section 6.04. Power to Issue Bonds and Make Pledge and Assignment. The
Authority is duly authorized under law to issue the Bonds and to enter into this Indenture and to
pledge and assign the Revenues and other amounts purported to be pledged and assigned,
respectively, under this Indenture in the manner and to the extent provided in this Indenture.

The Bonds and the provisions of this Indenture are and will be the legal, valid and binding
special obligations of the Authority in accordance with their terms, and the Authority and the
Trustee shall at all times, subject to the provisions of Article VI1II and to the extent permitted by
law, defend, preserve and protect said pledge and assignment of Revenues and other assets and all
the rights of the Bond Owners under this Indenture against all claims and demands of all persons
whomsoever.

Section 6.05. Accounting Records. The Trustee shall at all times keep, or cause to be
kept, proper books of record and account, prepared in accordance with corporate trust industry
standards, in which complete and accurate entries shall be made of all transactions made by it
relating to the proceeds of Bonds and all funds and accounts established under this Indenture. The
Trustee shall make such books of record and account available for inspection by the Authority and
the District during business hours, upon reasonable notice, and under reasonable circumstances

Section 6.06. Limitation on Additional Obligations. The Authority covenants that no
additional bonds, notes or other indebtedness shall be issued or incurred which are payable out of
the Revenues in whole or in part

Section 6.07. Tax Covenants.

@ Private Business Use Limitation. The Authority shall assure that the proceeds of
the Bonds are not used in a manner that would cause the Bonds to satisfy the private business tests
of Section 141(b) of the Tax Code or the private loan financing test of Section 141(c) of the Tax
Code.

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

(©) No Arbitrage. The Authority may not take, or permit or suffer to be taken by the
Trustee or otherwise, any action with respect to the proceeds of the Bonds or of any other
obligations which, if such action had been reasonably expected to have been taken, or had been
deliberately and intentionally taken, on the Closing Date, would have caused the Bonds to be
“arbitrage bonds” within the meaning of Section 148(a) of the Tax Code.

(d) Maintenance of Tax Exemption. The Authority shall take all actions necessary to
assure the exclusion of interest on the Bonds from the gross income of the Owners of the Bonds
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to the same extent as such interest is permitted to be excluded from gross income under the Tax
Code as in effect on the Closing Date.

(e) Rebate of Excess Investment Earnings to United States. The Authority shall
calculate or cause to be calculated all amounts of excess investment earnings with respect to the
Bonds which are required to be rebated to the United States of America under Section 148(f) of
the Tax Code, at the times and in the manner required under the Tax Code.

The Authority shall pay when due an amount equal to excess investment earnings to the
United States of America in such amounts, at such times and in such manner as may be required
under the Tax Code, such payments to be made from any source of legally available funds of the
Authority.

The Authority shall keep or cause to be kept, and retain or cause to be retained for a period
of six years following the retirement of the Bonds, records of the determinations made under this
subsection (e).

The Trustee may rely conclusively upon the Authority’s determinations, calculations and
certifications required by this Section. The Trustee shall have no responsibility to independently
make any calculation or determination or to review the Authority’s calculations hereunder.

Section 6.08. Enforcement of Installment Sale Agreement. The Trustee shall
promptly collect all amounts (to the extent any such amounts are available for collection) due from
the District under the Installment Sale Agreement.

Subject to the provisions of Article VIII, the Trustee may enforce, and take all steps,
actions and proceedings which the Trustee determines to be reasonably necessary for the
enforcement of all of its rights thereunder as assignee of the Authority and for the enforcement of
all of the obligations of the District under the Installment Sale Agreement.

Section 6.09. Waiver of Laws. The Authority shall not at any time insist upon or plead
in any manner whatsoever, or claim or take the benefit or advantage of, any stay or extension law
now or at any time hereafter in force that may affect the covenants and agreements contained in
this Indenture or in the Bonds, and all benefit or advantage of any such law or laws is hereby
expressly waived by the Authority to the extent permitted by law.

Section 6.10. Further Assurances. The Authority will make, execute and deliver any
and all such further indentures, instruments and assurances as may be reasonably necessary or
proper to carry out the intention or to facilitate the performance of this Indenture and for the better
assuring and confirming unto the Owners of the Bonds of the rights and benefits provided in this
Indenture.

ARTICLE VII

EVENTS OF DEFAULT AND REMEDIES

[The provisions of this Article VII shall be subject to Section 11.16 hereof.]
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Section 7.01. Events of Default. The following events constitute Events of Default
hereunder:

€)) Failure to pay any installment of the principal of any Bonds when due,
whether at maturity as therein expressed, by proceedings for redemption, by acceleration,
or otherwise.

(b) Failure to pay any installment of interest on the Bonds when due.

(c) Failure by the Authority to observe and perform any of the other covenants,
agreements or conditions on its part contained in this Indenture or in the Bonds, if such
failure has continued for a period of 60 days after written notice thereof, specifying such
failure and requiring the same to be remedied, has been given to the Authority by the
Trustee provided, however, if in the reasonable opinion of the Authority the failure stated
in the notice can be corrected, but not within such 60-day period, such failure shall not
constitute an Event of Default if the Authority institutes corrective action within such
60-day period and thereafter diligently and in good faith cures the failure in a reasonable
period of time, not to exceed 180 days of the date of the written notice of such failure.

(d) The commencement by the Authority of a voluntary case under Title 11 of
the United States Code or any substitute or successor statute.

(e The occurrence and continuation of an event of default under and as defined
in the Installment Sale Agreement.

Section 7.02. Acceleration; Other Remedies. If any Event of Default occurs, then, and
in each and every such case during the continuance of such Event of Default, the Trustee may, and
shall, at the written direction of the Owners of a majority in aggregate principal amount of the
Bonds at the time Outstanding shall, in each case, upon receipt of indemnification satisfactory to
Trustee against the costs, expenses and liabilities to be incurred in connection with such action,
upon notice in writing to the Authority, declare the principal of all of the Bonds then Outstanding,
and the interest accrued thereon, to be due and payable immediately, and upon any such declaration
the same shall become and shall be immediately due and payable, anything in this Indenture or in
the Bonds contained to the contrary notwithstanding.

The foregoing provision, however, is subject to the condition that if, at any time after the
principal of the Bonds has been so declared due and payable, the Authority shall pay to or shall
deposit with the Trustee a sum sufficient to pay all principal of the Bonds maturing prior to such
declaration and all matured instaliments of interest (if any) upon all the Bonds, and any and all
other defaults actually known to the Trustee (other than in the payment of principal of and interest
on the Bonds due and payable solely by reason of such declaration) are made good or cured to the
satisfaction of the Trustee, or provision deemed by the Trustee to be adequate is made therefor,
then, and in every such case, the Trustee, on behalf of the Owners of all of the Bonds, shall rescind
and annul such declaration and its consequences: but no such rescission and annulment shall
extend to or shall affect any subsequent default, or shall impair or exhaust any right or power
consequent thereon; provided, however, that no such rescission and annulment shall exte