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$40,000,000 
Certificates of Participation 

(2014 MellDry Care and Assisted Living Facility Financing Project) 
Evidencing Direct, Undivided Fractional Interests of the 

Owners Thereof in Lease Payments to be Made by the 
PENINSULA HEALTH CARE DISTRICT 

As the Rental for Certain Property 
Pursuant to a Lease Agreement with the 

Peninsula Health Care District Financing Corporation 

CERTIFICATE REGARDING DISTRICT RESOLUTION 

The undersigned hereby states and certifies: 

(i) that the undersigned is the duly appointed and qualified Secretary of the 
Peninsula Health Care District, a health care district duly organized and existing under the 
Constitution and laws of the State of California (the "District"), and as such, is familiar with 
the facts herein certified and is authorized to certify the same; and 

(ii) that attached hereto is a true, correct and complete copy of Resolution No. 2014-
01 entitled "RESOLUTION APPROVING THE FORM AND AUTHORIZING THE 
EXECUTION AND DELIVERY OF CERTAIN LEASE FINANCING DOCUMENTS 
RELATING TO THE FINANCING OF THE CONSTRUCTION AND EQUIPPING OF A 
MEMORY CARE AND ASSISTED LIVING FACILITY AND AUTHORIZING AND 
DIRECTING CERTAIN ACTIONS WITH RESPECT THERETO," adopted by the Board of 
Directors of the District on January 22, 2014 (the "Resolution"), which Resolution has not been 
amended, modified, supplemented, rescinded or repealed and is in full force and effect as of 
the date hereof. 

Dated: February 4, 2014 PENINSULA HEALTH CARE DISTRICT 

By~.# 
Secret ry 



Quint & Thimmig LLP 

PENINSULA HEALTH CARE DISTRICT 

RESOLUTION NO. 2014-01 

12/13/13 
12/30/23 

RESOLUTION APPROVING THE FORM AND AUTHORIZING THE EXECUTION 
AND DELIVERY OF CERTAIN LEASE FINANCING DOCUMENTS RELATING TO 
THE FINANCING OF THE CONSTRUCTION AND EQUIPPING OF A MEMORY 

CARE AND ASSISTED LIVING FACILITY AND AUTHORIZING AND 
DIRECTING CERTAIN ACTIONS WITH RESPECT THERETO 

RESOLVED, by the Board of Directors (the "Board") of the Peninsula Health Care 
District (the "Distl'ict"), as follows: 

WHEREAS, the District, working with the Peninsula Health Care District Financing 
Corporation.(the "COl'poration")/ has dete1·rnined at this time, due to prevailing interest rates in 
the municipal bond market and for other reasons, to finance the costs of construction and 
equipping of a memory care and assisted living facility (the "Facility") at 1600 Trousdale Drive 
in Burlingame, California, on a site owned by the District (the "Site")i 

WHEREAS, it is in the public interest and £01' the public benefit that the District 
authol'ize and direct execution of the Lease Agreement (hereinafter defined) and cel'tain othe1' 
financing documents in comlection therewith; 

WHEREAS, the documents below specified shall be filed with the Dish'ict and the 
membel's of the Board, with the aid of its staff, shall review said documentsi 

NOW, THEREFORE, it is hereby DECLARED and ORDERED, as follows: 

Section 1. Certificates of Participation (2014 Memory Care and Assisted Living Facility 
Financing Project) {the "Certificates11

) are hereby authorized to be executed and delivered. 
pursuant to the provisions of the Trust Agreement (hereinafter defined). 

Section 2. The below-enumerated documents, in the forms on file with the Secretary, be 
and are het·eby approved, and the Chair, the Treasurer ot the Chief Executive Officet, or the 
assignee of arty such official, is hereby authorized and directed to execute said documents, with 
such changes, insertions and omissions as may be approved by such officiat and the Secretary 
is hereby authorized and directed to attest to such official's signature: 

(a) a site lease,. between the Dish'ict, as lessor, and the Cotporation, as lessee, pu1·suant to 
which the District will lease the Site to the CorpOl'ationi 

(b) a lease agteement, by and between the Corporation, as lessor, and the District, as 
lessee (the "Lease Agreernenf')1 pursuant to which the Corpotation will lease the Site, together 
with the Facility, to the District, so long as the total principal amount of the Lease Agreement 
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does not exceed $40,000,000, so long as the term of the Lease Agreement does not extend 
beyond Februal'y 1, 2034, and so long as and the maximum atumallease payments to be paid by 
the District under the Lease Agreement are not greater than $3,000,000; 

(c) a trust agreement, by and among the Corporation, the Distdct and U.S. Bank 
National Association, as tl'Ustee (the "Trust Agreement''), relating to the financing, and the 
execution and delivery of the Certificates; and 

(d) a certificate pUt'chase agreement, by and between WAB Inveshnents, Inc., a wholly~ 
owned subsidiary of Westet·n. Alliance Bank, an Arizona corporation, as purchaser of the 
Certificates (the "Purchaser11

) and the District, relating to the purchase by the Purchase!' of the 
Certificates1 in the form on file with the Secretary, be and is hereby approved, and the Chair, the 
Treasurer or the Chief Executive Officet•, or the assignee of any such. official, is heteby 
authol'ized and directed to execute said document, with such changes, insertions and omissions 
as may be approved by such official. 

Section 3. The Chair, the Treasurer.~ the Q1ief Executive Officer, the Sectetary and all 
other approptiate officials of the District are heteby authorized and directed to execute such 
other agreements, documents and certificates as may be necessary to effect the purposes of this 
resolution and the financing herein authorized. 

Section 4. This Resolution shall take effect upon its adoption by this Board. 

************ 

I, the undersigned Sectetary of the Board of Directors of the Peninsula Health Care 
Distl'ict, hereby certify that the foregoing is a full, true and correct copy of a resolution duly 
adopted by the Board at a meeting thel'eof on the 22nd day of January, 2014, by the followhtg 
vote of the members thereof: 

AYES: lJ l t; oi-j \\Jo.. \.k::\_ \\0' Gall\]"-"'- I (1pr-!, 'Ze--1 I 
NOFS: NONE

ABSTAIN: ".)e;j..) f_ 

ABSENT: N e>l',Je__ 
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$40,000,000 
Certificates of Participation 

(2014 MellDry Care and Assisted Living Facility Financing Project) 
Evidencing Direct, Undivided Fractional Interests of the 

Owners Thereof in Lease Pay~nts to be Made by the 
PENINSULA HEALTH CARE DISTRICT 

As the Rental for Certain Property 
Pursuant to a Lease Agree~nt with the 

Peninsula Health Care District Financing Corporation 

CERTIFICATE REGARDING DISTRICT RESOLUTION 

The undersigned hereby states and certifies: 

(i) that the undersigned is the duly appointed and· qualified Secretary of the 
Peninsula Health Care District, a health care district duly organized and existing under the 
Constitution and laws of the State of California (the "District"), and as such, is familiar with 
the facts herein certified and is authorized to certify the same; and 

(ii) that attached hereto is a true, correct and complete copy of TEFRA Resolution 
No. 2014-02 entitled "RESOLUTION APPROVING THE EXECUTION AND DELIVERY BY 
THE PENINSULA HEALTH CARE DISTRICT OF A LEASE/LEASEBACK TRANSACTION 
BY AND BETWEEN THE PENINSULA HEALTH CARE DISTRICT AND THE PENINSULA 
HEALTH CARE DISTRICT FINANCING CORPORATION," adopted by the Board of 
Directors of the District on January 22, 2014 (the "Resolution"), which Resolution has not been 
amended, modified, supplemented, rescinded or repealed and is in full force and effect as of 
the date hereof. 

Dated: February 4, 2014 PENINSULA HEALTH CARE DISTRICT 



Quint & Thimmig LLP 

PENINSULA HEALTH CARE DISTRICT 

RESOLUTION NO. 2014-02 

12/13/13 
12/30/13 

RESOLUTION APPROVING THE EXECUTION AND DELIVERY BY THE 
PENINSULA HEALTH CARE DISTRICT OF A LEASF/LEASEBACK 

. TRANSACTION BY AND BETWEEN THE PENINSULA HEALTH CARE DISTRICT 
AND THE PENINSULA HEALTH CARE DISTRICT FINANCING CORPORATION 

RESOLVED, by the Board of Directors (the "Board") of the Peninsula Health Care 
District (the "District"), as follows: 

WHEREAS, the District proposes to enter into lease/leaseback transaction with the 
Peninsula Health Care Distdct Financing Corporation (the "Corporation'1), in the maximum 
principal amount of $401000,0001 for the purpose of financing the costs of construction and 
equipping of a memory care and assisted living facility (the "Facility") at 1600 T1·ousdale Drive 
in Burlingame, California1 on a site owned by the District; 

WHEREAS1 the Facility will be owned by the District but will be operated by Eskaton 
Properties, Incorporated, a nonprofit provider, operator and owner of all levels of senior cate 
from skilled nursing to independent living. The plan for the Facility assumes an approximately 
50% lot coverage of under 22,000 square feet on the approximately 441000 square foot site for the 
Facility. The Facility is to feature five full above g1·ade levels with a partial sixth floor level. The 
first floor level, which is approximately 21,280 square feet, is planned to contain a common 
dining and kitchen facility, lobby, library, bank, learning center, exam rooms, post office, cafe, a 
fitness center, and administrative offices. The gro-und level will also featUl'e an outdoor area of 
over approximately 7,000 square feet of space. The outdoor space will provide additional areas 
to the dining, library and fitness center, each of which will open to the central court area. Floor 
levels 2, 4, 5, and 6 will house the assisted living residents where flom level 3 is planned to 
house the memory care t·esidents. A lat·ge outdoor balcony on level 3 will provide a secme 
outdoor environment for its residents. The gross area of the above grade spaces is 
approximately 122,000 sqt.tal'e feet. The Dish'ict plans to pl'Ovide 101 assisted living -units and 23 
memory care units totaling 124 units; 

WHEREAS1 section 147(£) of the Internal Revenue Code of 19861 requires the Board, as 
the elected l'epresentative of the District, the host jurisdiction of such facilities, to approve the 
execution and delivet·y by the District of the proposed financing after a public hearing following 
reasonable notice; 

WHEREAS, a public hearing was held by the Board on Wednesday, Janual'y 22, 2014, at 
the hour of 6:00 P.M., in the Garden Room at 1600 Trousdale Drive, B-urlingame, Califomia, 
following duly published notice thereof, and all persons desiring to be heard have been heard; 
and 
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WHEREAS, it is in the public interest and for the public benefit that the Boa1·d, as the 
elected representative of the District, the host jurisdiction of such facilities, approve the 
execution and delivery by the District of the proposed financing; 

NOW, THEREFORE, it is hereby DECLARED and ORDERED, as follows: 

Section 1. The Board hereby finds, determines and declares that execution and delivery 
by the District of a lease.jleaseback transaction with the Cmpot·ation in the maximum principal 
amount of $40,000,000, fm• the pUl'poses described above, is hereby approved. 

Section 2. This Resolution shall take effect upon its adoption by this Boa1·d. 

************ 

I, the undersigned Secretary of the Board of Directors of the Peninsula Health Care 
District, hereby certify that the foregoing is a full, true and correct copy of a resolution duly 
adopted by the Board at a meeting thereof on the 22nd day of January 2014, by the following 
vote of the membe1·s thereof: 

AYES: Ul//'o--l-
1 

NIAVN"<0 1 GJl~r C4f"'-lr 2dl 
NOES: No~r_. 

ABSTAIN: f\.JO N f 

ABSENT: ~ C> N L 
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Quint & Thi:mmig LLP 12/13/13 
12/30/13 
01/09/14 
01/11/14 
01/15/14 

FINAL 01/21/14 

$40,000,000 
CERTIFICATES OF PARTICIPATION 

(2014 Memory Care and Assisted Living Facility Financing Project) 
Evidencing Direct, Undivided Fractional Interests of the 
Owners Thereof in Lease Payments to be Made by the 

PENINSULA HEALTH CARE DISTRICT 
as the Rental for Certain Property 

Pursuant to a Lease Agreement with the 
Peninsula Health Care District Financing Corporation 

CERTIFICATE PURCHASE AGREEMENT 

Peninsula Health Care District 
1600 Trousdale Drive, Suite 1210 
Burlingame, CA 94010 

Ladies and Gentlemen: 

January 23, 2014 

The undersigned, WAB Investments, Inc., a wholly-owned subsidiary of Western 
Alliance Bank, an Arizona corporation (the "Purchaser"), hereby offers to enter into this 
Certificate Purchase Agreement, together with the exhibits hereto (the "Purchase Agreement") 
with the Peninsula Health Care District (the "District"), which, upon acceptance, will be binding 
upon the District and the Purchaser. This offer is made subject to the acceptance by the District, 
by execution of this Purchase Agreement and its delivery to the Purchaser prior to 5:00P.M., 
California time, on the date hereof, and, if not so accepted, will be subject to withdrawal by the 
Purchaser upon notice delivered to the District at any time prior to such acceptance. The 
Purchaser is not acting as a fiduciary of the District or the Corporation, but rather is acting 
solely in its capacity as Purchaser for its own account. 

Capitalized terms used in this Purchase Agreement and not otherwise defined herein 
shall have the meanings given to such terms as set forth in Trust Agreement, dated as of 
February 1, 2014 (the "Trust Agreement") by and among the Peninsula Health Care District 
Financing Corporation (the "Corporation"), the District, and U.S. Bank National Association, as 
trustee (the "Trustee"). 

The District hereby acknowledges and agrees that (a) the purchase and sale of the 
Certificates pursuant to this Certificate Purchase Agreement is an arm's-length commercial 
transaction between the District and the Purchaser, (b) in connection therewith and with the 
discussions, undertakings and procedures leading up to the consummation of such transaction, 
the Purchaser is and has been acting solely as a principal and are not acting as the agent or 
fiduciary of the District, (c) the Purchaser has not assumed an advisory or fiduc;iary 
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responsibility in favor of the District with respect to the offering and sale of the Certificates 
contemplated hereby or the discussions, undertakings and procedures leading thereto 
(irrespective of whether the Purchaser has provided other services or is currently providing 
other services to the District on other matters) and the Purchaser has no obligation to the 
District with respect to the offering and sale of the Certificates contemplated hereby except the 
obligations expressly set forth in this Certificate Purchase Agreement, and (d) the District has 
consulted its own legal, financial and other advisors to the extent it has deemed appropriate in 
connection with the issuance of the Certificates and the other matters contemplated by this 
Certificate Purchase Agreement. 

Section 1. Purchase. Upon the terms and conditions and upon the basis of the 
representations, warranties and agreements herein set forth, the District hereby agrees to sell 
and deliver to the Purchaser the $40,000,000 aggregate principal amount of Peninsula Health 
Care District Certificates of Participation (2014 Memory Care and Assisted Living Facility 
Financing Project) (the "Certificates"), evidencing the direct, undivided fractional interests of 
the owners thereof in lease payments (the "Lease Payments") to be made by the District 
pursuant to a Lease Agreement, dated as of February 1, 2014 (the "Lease Agreement"), with the 
Corporation. The purchase price of the Certificates shall be $40,000,000.00 (representing an 
aggregate principal amount of the Certificates). The purchase price is to be paid in multiple 
advances, with the first advance in the amount of $2,990,000.00 to be made on the Closing Date 
(as defined in Section 5 below). The Certificates shall be dated the Closing Date, and shall be 
payable as to interest at the rate of 3.91% per annum and shall mature on February 1, 2034. The 
Certificates shall be subject to redemption as set forth in the attached Exhibit A. Interest with 
respect to the Certificates will accrue on the principal amounts advanced, beginning on the date 
of disbursement, as set forth in the following table: 

Date of Disbursement 
Closing Date 
May 1,2014 

August 1, 2014 
~ovember1,2014 
February 1, 2015 

Amount of Disbursement 
$ 2,990,000.00 

1,540,000.00 
4,445,000.00 
5,660,000.00 

25,365,000.00 

The District acknowledges that, on January 21, 2014 (the "Rate Lock Date"), the 
Purchaser executed a Hedge Transaction (herein after defined) in connection with the 
establishment of the interest rate specified above and the execution by the District on such date 
of the Purchaser's final term sheet. The District agrees to indemnify the Purchaser against any 
liabilities, losses, expenses and/ or breakage fees sustained by the Purchaser related to any 
Hedge Transaction, or otherwise, in the event that the Certificates fail to close by a date within 
60 days after the Rate Lock Date, except for any action or proceeding arising out of the 
Purchaser's gross negligence or willful misconduct. "Hedge Transaction" means any 
transaction entered into, maintained or terminated by the Purchaser in order to protect the 
District from interest rate fluctuations on the Certificates. The District covenants and agrees, 
promptly upon demand therefor, to reimburse the Purchaser for the full amount of the costs 
associated with locking the interest rate if the Certificates fail to close by the Closing Date. A 
notice as to any amounts payable pursuant to this paragraph given to District by the Purchaser 
shall, in the absence of manifest error, be conclusive and shall be payable upon demand. 

Section 2. Private Placement; Certificates Constitute a Loan by Purchaser. 

(a) The Purchaser has sufficient knowledge and experience in financial and business 
matters, including purchase and ownership of municipal and other obligations of a nature 
similar to the Certificates to be able to evaluate the risks and merits of the investment 
represented by the purchase of the Certificates. 
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(b) The Purchaser is acquiring the Certificates for its own account and not with a view 
to, or for sale in connection with, any distribution of the Certificates or any part thereof. The 
Purchaser has not offered to sell, solicited offers to buy, or agreed to sell the Certificates or any 
part thereof, and the Purchaser has no current intention of reselling or otherwise disposing of 
the Certificates provided, however, such representation shall not preclude the Purchaser from 
transferring or selling of the Certificates in accordance with the Trust Agreement. The Purchaser 
is not acting in a broker-dealer capacity in connection with its purchase of the Certificates. The 
Purchaser intends to book and hold the Certificates as a loan in its loan portfolio. 

(c) As a sophisticated investor, the Purchaser has made its own credit inquiry and 
analysis with respect to the District and the Certificates and has made an independent credit 
decision based upon such inquiry and analysis and in reliance on the truth, accuracy, and 
completeness of the representations and warranties of the District set forth in the Lease 
Agreement, the Trust Agreement and this Certificate Purchase Agreement and in the 
information set forth in any materials submitted to the Purchaser by the District. The Purchaser 
acknowledges that it has reviewed information, including financial statements and other 
financial information regarding the District, and the Purchaser has had the opportunity to ask 
questions of and receive answers from knowledgeable individuals concerning the District and 
the Certificates. 

(d) The Purchaser understands that the Certificates have not been registered under the 
United States Securities Act of 1933 or under any state securities laws. The Purchaser agrees that 
it will comply with any applicable state and federal securities laws then in effect with respect to 
any disposition of the Certificates by it, and further acknowledges that any current exemption 
from registration of the Certificates does not affect or diminish such requirements. 

(e) The Purchaser has authority to purchase the Certificates and to execute this 
Certificate Purchase Agreement and any other instruments and documents required to be 
executed by the Purchaser in connection with the purchase of the Certificates. The undersigned 
is a duly appointed, qualified, and acting officer of the Purchaser and is authorized to cause the 
Purchaser to make the representations and warranties contained herein by execution of this 
Certificate Purchase Agreement on behalf of the Purchaser. 

(f) The Purchaser has been informed that the Certificates (i) have not been and will not 
be registered or otherwise qualified for sale under the "Blue Sky" laws and regulations of any 
jurisdiction, and (ii) will not be listed on any stock or other securities exchange. 

(g) The Purchaser acknowledges that the Certificates are transferable with certain 
requirements, as described in the Trust Agreement. 

(h) The Purchaser has been informed that the Certificates are exempt from the 
requirements of Rule 15c2-12 of the Securities and Exchange Commission and that the District 
has not undertaken to provide any continuing disclosure with respect to the Certificates. 

(i) The Purchaser intends to treat the acquisition of the Certificates as a loan and to hold 
the loan in its loan portfolio. 

Section 3. The Certificates. The Certificates will be dated their date of delivery and will 
be substantially in the form described in, shall be authorized, executed and delivered under the 
provisions of, and shall be payable as provided in, the Trust Agreement. The Certificates are 
being executed and delivered to provide funds to: (i) finance the costs of construction and 
equipping of a memory care and assisted living facility at 1600 Trousdale Drive in Burlingame, 
California (the "Facility"), on a site (the "Site") owned by the District, (ii) fund capitalized 
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interest with respect to the Certificates through August 1, 2016, and (iii) pay costs incurred in 
connection with executing and delivering the Certificates. 

The District will lease the Site to the Corporation pursuant to a Site Lease, dated as of 
February 1, 2014 (the "Site Lease"), by and between the District, as lessor, and the Corporation, 
as lessee. The Corporation will sublease the Site and the Facility to the District pursuant to the 
Lease Agreement. The Corporation will assign its right to receive Lease Payments from the 
District under the Lease Agreement to the Trustee pursuant to an Assignment Agreement, 
dated as of February 1, 2014 (the" Assignment Agreement"). 

The Site Lease, the Lease Agreement, the Assignment Agreement, the Trust Agreement 
and this Purchase Agreement are hereinafter referred to as the "Legal Documents." 

Section 4. Representation, Warranties and Covenants of the District. The District 
represents, warrants and covenants to the Purchaser that: 

(a) the District has, by a resolution adopted by a majority of the members of the Board of 
Directors at meetings duly called, noticed and conducted, at which a quorum was present and 
acting throughout, on January 22, 2014 (the "District Resolution"), taken all official action 
necessary to be taken by it for (i) the execution, delivery and due performance of the Site Lease, 
the Lease Agreement, the Trust Agreement and this Purchase Agreement (collectively, the 
"District Documents"), and (ii) the taking of any and all such action as may be required on the 
part of the District to carry out, give effect to and consummate the transactions contemplated 
hereby; 

(b) the District is a health care district, duly organized and validly existing under the 
Constitution and laws of the State of California. The District has all necessary power and 
authority and has taken all official action necessary to enter into and perform its duties under 
the District Documents, and assuming the due authorization, execution and delivery by the 
other respective parties thereto, the District Documents will constitute legally valid and binding 
obligations of the District enforceable against the District in accordance with their respective 
terms, except as enforcement may be limited by bankruptcy, insolvency, reorga.nization, 
arrangement, fraudulent conveyance, moratorium or other similar laws or equitable principles 
relating to or limiting creditors' rights generally; 

(c) to the best knowledge of the District, except as may be required under Blue Sky or 
other securities laws of any state (as to which no representation is made), there is no consent, 
approval, authorization or other order of, or filing with, or certification by, any regulatory 
authority having jurisdiction over the District required for the execution, delivery and sale of 
the Certificates or the consummation by the District of the transactions contemplated by the 
District Documents, which has not been duly obtained or made on or prior to the date hereof; 

(d) to the best knowledge of the District, following due investigation, there is no action, 
suit, proceeding, inquiry or investigation at law or in equity, before or by any court or 
governmental or public entity pending or threatened against the District which affects or seeks 
to prohibit, restrain or enjoin the execution or delivery of the Certificates, or contesting the 
powers of the District to enter into or perform its obligations under any of the District 
Documents or the existence or powers of the District; 

(e) the District shall apply the proceeds from thesale of the Certificates to the Purchaser, 
including the interest earning thereon, in the manner and for the purposes specified in the Trust 
Agreement; 

-4-



(f) the District Resolution was duly adopted by the District, has not been amended, 
modified or repealed and is in full force and effect on the date hereof; 

(g) to the best of its knowledge of the District, none of the execution and d~livery by the 
District of the District Documents nor the adoption of the District Resolution, or the compliance 
by the District with such documents or the District Resolution, or the consummation of the 
transactions contemplated. by such documents, the District Resolution, conflicts with or 
constitutes a breach of or default under, or will conflict with or constitute a breach of or default 
under, any term or provision of any applicable law or any administrative rule or regulation of 
the State of California or the United States or any applicable judgment, decree, order, license, 
permit, agreement or instrument to which the District is subject or is otherwise bound has or 
will have a material adverse effect on the ability of the District to perform its obligations under 
the District Documents, and no event has occurred and is continuing which, with the passage of 
time or the giving of notice, or both, would constitute a default or an event of default under any 
such instruments; 

(h) the District covenants that it will not take any action which would cause interest 
payable with respect to the Certificates to be subject to federal income taxation or State of 
California personal income taxation; 

(i) any certificate signed by any official of the District authorized to do so shall be 
deemed a representation and warranty by the District to the Purchaser as to the statements 
made therein; · · .· · 

(j) the District is not in default, and at no time has defaulted in any material respect, on 
any bond, note or other obligation for borrowed money or any agreement under which any 
such obligation is or was outstanding; and 

(k) except as disclosed in writing to the Purchaser, there has not been any materially 
adverse change in the financial condition of the District from the information reported in the 
Comprehensive Annual Financial Report dated June 30, 2013, and the additional budgetary 
information provided by the District since July 1, 2013, and there has been no occurrence, 
circumstance or combination thereof which is reasonably expected to result in any such 
materially adverse change or which may have an adverse effect on the rating of the Certificates. 

Section 5. Closing. At 12:00 Noon, California time, on February 4, 2014, or at such other 
time and date as may be agreed upon by the District and the Purchaser (the "Closing Date"), (i) 
the District will cause to be delivered to the Purchaser the Certificates in definitive, fully 
registered form, and (ii) the District will cause to be delivered to the Purchaser the other 
documents herein mentioned at the offices of Quint & Thimmig LLP in Larkspur, California, or 
another place to be agreed upon by the District and the Purchaser. The Purchaser will accept 
such delivery and pay the purchase price of the Certificates as set forth in Section 1 in 
immediately available funds to the order of the Trustee on behalf of the District. This payment 
and delivery, together with the delivery of the aforementioned documents, is herein called the 
"Closing." The Certificates shall be executed in fully registered form. · 

Section 6. Conditions to the Obligations of the Purchaser. The Purchaser has entered into 
this Purchase Agreement in reliance upon the representations, warranties and agreements of the 
District contained herein and to be contained in the documents and instruments to be delivered 
at Closing, and upon the performance by the District of its respective obligations hereunder, 
both as of the date hereof and as of the Closing Date. The obligations of the Purchaser to accept 
delivery of and pay for the Certificates on the Closing Date shall be subject, at the option of the 
Purchaser, to the performance by the Corporation and the District of their obligations, to be 
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performed hereunder and under the Legal Documents, at or prior to the Closing Date and the 
following additional conditions: 

(a) The representations and warranties of the District contained herein shall be true, 
complete and correct on the date hereof and on and as of the Closing Date, as if made on the 
Closing Date. 

(b) At the time of Closing, the Legal Documents shall be in full force and effect as valid 
and binding agreements between or among the various parties thereto and the Legal 
Documents shall not have been amended, modified or supplemented except as may have been 
agreed to in writing by the Purchaser, and all such reasonable actions as, in the opinion of 
Special Counsel or counsel to the Purchaser, shall reasonably deem necessary in connection 
with the transactions contemplated hereby. 

(c) Between the date hereof and the Closing Date, the market price of the Certificates 
shall not have been materially adversely affected, in the reasonable judgment of the Purchaser, 
by reason of any of the following: 

. (i) legislation enacted (or resolution passed) by or introduced or pending 
legislation amended in the Congress or recommended for passage by the President of 
the United States, the Secretary of the Treasury or any member of Congress, or a 
decision rendered by a court established under Article III of the Constitution of the 
United States or by the Tax Court of the United States, or an order, ruling, regulation 
(final, temporary or proposed), official statement, press release or other form of notice or 
communication issued or made by or on behalf of the Treasury Department or the 
Internal Revenue Service of the United States, by the President or other agency of the 
federal government or members of Congress with the purpose or effect, directly or 
indiJ:ectly, of imposing federal income taxation upon interest as would be received by 
the owner·s of the Certificates; 

(ii) the United States shall have become engaged in hostilities which have 
resulted in a declaration of war or a national emergency, or there shall have occurred 
any other outbreak or escalation of hostilities, or a local, national or international 
calamity or crisis, financial or otherwise, the effect of such outbreak or escalation, 
calamity or crisis being such as, in the reasonable opinion of the Purchaser, would affect 
materially and adversely the ability of the Purchaser to market Certificates; 

(iii) the declaration of a general banking moratorium by federal, New York or 
California authorities, or the general suspension of trading on any national securities 
exchange; 

(iv) the imposition by the New York Stock Exchange or other national securities 
exchange, or any governmental authority, of any material restrictions not now in force 
with respect to the Certificates or obligations of the general character of the Certificates 
or securities generally, or the material increase of any such restrictions now in force, 
including those relating to the extension of credit by, or the charge to the net capital 
requirements of, underwriters; 

(v) an order, decree or injunction issued by any court of competent jurisdiction, 
or order, ruling, regulation (final, temporary or proposed), official statement or other 
form of notice or communication issued or made by or on behalf of the Securities and 
Exchange Commission, or any other governmental agency having jurisdiction of the 
subject matter, to the effect that (A) obligations of the general character of the 
Certificates, or the Certificates, including any or all underlying arrangements, are not 
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exempt from registration under the Securities Act of 1933, as amended, or that the Trust 
Agreement is not exempt from qualification under the Trust Agreement Act of 1939, as 
amended, or (B) the execution and delivery, offering or sale of obligations of the general 
character of the Certificates, or the execution and delivery, offering or sale of the 
Certificates, including any or all underlying obligations, as contemplated hereby, is or 
would be in violation of the federal securities laws as amended and then in effect; or 

(vi) there shall have occurred any materially adverse change in the affairs or 
financial condition of the District. 

(d) At or prior to the Closing, the Purchaser shall receive the following documents, in 
each case to the reasonable satisfaction in form and substance of the Purchaser: 

(i) Certified copies of the District Resolution and the Corporation Resolution, and 
copies of the Legal Documents duly executed and delivered by the respective parties 
thereto, with only such amendments, modifications or supplements as may have been 
agreed to in writing by the Purchaser; 

(ii) The approving opinion of Special Counsel, dated the Closing Date and 
addressed to the District; 

(iii) A supplemental opinion of Special Counsel dated the Closing Date and 
addressed to the Purchaser and the District, in form and substance acceptable to each of 
them to the effect that: 

(A) this Purchase Agreement has been duly authorized, executed and 
·delivered by the District and, assuming due authorization, execution and 
delivery by the Purchaser, constitutes the valid and binding agreement of the 
District and are enforceable in accordance with its terms, except as enforcement' 
thereof may be limited by bankruptcy, insolvency, reorganization, arrangement, 
fraudulent conveyance, moratorium or other similar laws affecting enforcement 
of creditors' rights and by the application of equitable principles if equitable 
remedies are sought; and 

(B) the Certificates are exempt from registration pursuant to the Securities 
Act of 1933, as amended, and the Trust Agreement is exempt from qualification 
as an Trust Agreement pursuant to the Trust Indenture Act of 1939, as amended; 

(iv) The opinion of Archer Norris, counsel to the District, dated the Closing Date, 
and addressed to the Purchaser, to the effect: 

(A) The District is a health care district duly formed and validly existing 
under the laws of the State of California; 

(B) The District Resolution was duly adopted at a meeting of the District 
Board, which was called and held pursuant to law and with all public notice 
required by law and at which a quorum was present and acting throughout and 
the District Resolution is in full force and effect and has not been modified, 
amended or rescinded; 

(C) To the best of such counsel's knowledge, the authorization, execution 
and delivery of the District Documents by the District and compliance with the 
provisions thereof by the District of its obligations thereunder, will not conflict 
with, or constitute a breach or default under, in any material respect, any law, 
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administrative regulation, court decree, resolution, ordinance or other agreement 
to which the District is subject or by which it is bound; and 

(D) There is no action, suit, proceeding, inquiry or investigation, at law or 
in equity before or by any court, government agency, public board or body, 
pending and notice of which has been served on the District, or to the best of 
such counsel's knowledge, threatened against the District, affecting the existence 
of the District or the titles of its officers to their respective offices, or contesting or 
affecting as to the District the validity or enforceability of the District Documents, 
or contesting the powers of the District for the execution and delivery by the 
District of the District Documents, or in any way contesting or challenging the 
consummation of the transactions contemplated thereby; 

(v) The opinion of Archer Norris, counsel to the Corporation, dated the Closing 
Date, and addressed to the Purchaser, to the effect: 

(A) The Corporation is a nonprofit, public benefit corporation duly 
formed and validly existing under the laws of the State of California; 

(B) The Corporation Resolution was duly adopted at a meeting of the 
Corporation Board, which was called and held pursuant to law and with all 
public notice required by law and at which a quorum was present and acting 
throughout and the Corporation Resolution is in full force and effect and has not 
been modified, amended or rescinded; 

(C) To the best of such counsel's knowledge, the authorization, execution 
and delivery of the Legal Documents to which the Corporation is a party and 
compliance with the provisions thereof by the Corporation of its obligations 
thereunder, will not conflict with, or constitute a breach or default under, in any 
material respect, any law, administrative regulation, court decree, resolution, 
ordinance or other agreement to which the Corporation is subject or by which it 
is bound; and 

(D) There is no action, suit, proceeding, inquiry or investigation, at law or 
in equity before or by any court, government agency, public board or body, 
pending and notice of which has been served on the Corporation , or to the best 
of such counsel's knowledge, threatened against the Corporation, affecting the 
existence of the Corporation or the titles of its officers to their respective offices, 
or contesting or affecting as to the Corporation the validity or enforceability of 
the Legal Documents to which the Corporation is a party, or contesting the 
powers of the Corporation for the execution and delivery by the Corporation of 
the Legal Documents to which the Corporation is a party, or in any way 
contesting or challenging the consummation of the transactions contemplated 
thereby; 

(vi) A certificate, dated the Closing Date, signed by a duly authorized official of 
the District satisfactory in form and substance in the reasonable judgment of the 
Purchaser to the effect that: 

(A) the District is a health care district, duly organized and existing under 
the laws of the State of California and has all necessary power and authority to 
enter into and perform its duties under the District Documents; 
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(B) by official action of the District, the District has approved the 
execution and delivery of and the performance by the District of the obligations 
on its part contained in the District Documents; 

(C) the execution and delivery of the District Documents, compliance 
with the provisions thereof and performance of its duties thereunder, will not 
conflict with or constitute a breach of or default under the District's duties under 
any law, administrative regulation, judgment, decree, note, resolution, charter, 
by-law or other agreement to which the District is a party or is otherwise subject 
or by which its properties may be affected; 

(E) to the best knowledge of the District, there is no consent, approval, 
authorization or other order of, or filing with, or certification by, any regulatory 
authority having jurisdiction over the District required for the execution, 
delivery and sale of the Certificates or the consummation by the District of the 
transactions on its part contemplated by the District Documents; 

(F) to the best knowle,dge of the District, the District is not in breach of or 
default under any applicable law or administrative regulation of the State of 
California or the United States or any applicable judgment or decree, agreement 
or other instrument to which the District is a party or is otherwise subject, and no 
event has occurred and is continuing which, with the passage of time or the 
giving of notice, or both, would constitute a default or an event of default under 
any such instrument, which breach or default has or may have a material adverse 
effect on the ability of the District to perform its obligations under the District 
Documents; 

(G) there is no action, suit, proceeding, inquiry or investigation, at law or 
in equity before or by any court or governmental agency or body, pending or, to 
the best knowledge of the District, threatened against the District, to restrain or 
enjoin the execution or delivery of the Certificates, or in any way contesting or 
affecting the validity or enforceability of the Certificates or the District 
Documents or contesting the powers of the District to enter into or perform its 
obligations under any of the foregoing; and 

(H) the District covenants that it will not take any action which would 
cause interest with respect to the Certificates to be subject to federal income 
taxation or California personal income taxes; 

(vii) A certificate, dated the Closing Date, signed by a duly authorized official of 
the Corporation satisfactory in form and substance in the reasonable judgment of the 
Purchaser to the effect that: 

(A) the Corporation is a nonprofit, public benefit corporation, duly 
organized and existing under the laws of the State of California and has all 
necessary power and authority to enter into and perform its duties under the 
Legal Documents to which it is a party; 

(B) by official action of the Corporation, the Corporation has approved 
the execution and delivery of and the performance by the Corporation of the 
obligations on its part contained in the Legal Documents to which it is a party; 

(C) the execution and delivery of the Legal Documents to which it is a 
party, compliance with the provisions thereof and performance of its duties 
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thereunder, will not conflict with or constitute a breach of or default under the 
Corporation's duties under any law, administrative regulation, judgment, decree, 
note, resolution, charter, by-law or other agreement to which the Corporation is a 
party or is otherwise subject or by which its properties may be affectedi 

(E) to the best knowledge of the Corporation, there is no consent, 
approval, authorization or other order of, or filing with, or certification by, any 
regulatory authority having jurisdiction over the Corporation required for the 
execution, delivery and sale of the Certificates or the consummation by the 
Corporation of the transactions on its part contemplated by the Legal Documents 
to which it is a partyi 

(F) to the best knowledge of the Corporation, the Corporation is not in 
breach of or default under any applicable law or administrative regulation of the 
State of California or the United States or any applicable judgment or decree, 
agreement or other instrument to which the Corporation is a party or is 
otherwise subject, and no event has occurred and is continuing which, with the 
passage of time or the giving of notice, or both, would constitute a default or an 
event of default under any such instrument, which breach or default has or may 
have a material adverse effect on the ability of the Corporation to perform its 
obligations under the Legal Documents to which it is a partyi 

(G) there is no action, suit, proceeding, inquiry or investigation, at law or 
in equity before or by any court or governmental agency or body, pending or, to 
the best knowledge of the Corporation, threatened against the Corporation, to 
restrain or enjoin the execution or delivery of the Certificates, or in any way 
contesting or affecting the validity or enforceability of the Certificates or the 
Legal Documents to which it is a party or contesting the powers of the 
Corporation to enter into or perform its obligations under any of the foregoingi 
and 

(H) the Corporation covenants that. it will not take any action which 
would cause interest with respect to the Certificates to be subject to federal 
income taxation or California personal income taxesj 

(viii) A certificate of the Trustee dated the Closing Date, signed by a duly 
authorized officer of the Trustee, and in form and substance satisfactory to the 
Purchaser, to the effect that: 

(A) the Trustee is a national banking association duly organized and 
existing under and by virtue of the laws of the United States of America 
authorized to carry out corporate trust powers and has all necessary power and 
authority to enter into and perform its duties under the Trust Agreement and the 
Assignment Agreement and to execute the Certificatesj 

(B) the representations of the Trustee in the Trust Agreement and the 
Assignment Agreement are true and correct in all material respects as of the 
Closing Datei 

. (C) to the best of its knowledge, no litigation is pending or threatened 
(either in state or federal courts) (1) to restrain or enjoin the execution or delivery 
of any of the Certificates or the collection of revenues pledged under the Lease 
Agreement, or (2) in any way contesting or affecting any authority for the 
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execution or delivery of the Certificates or the validity or enforceability of the 
Trust Agreement or the Assignment Agreement; 

(D) the Trustee is duly authorized to execute and deliver the Certificates 
to the Purchaser upon instruction by the District pursuant to the terms of the 
Trust Agreement, and the Trust Agreement and the Assignment Agreement 
constitute legat valid and binding obligations of the Trustee enforceable in 
accordance with their respective terms; 

(E) to the best of its knowledge, the execution and delivery of the Trust 
Agreement and the Assignment Agreement and compliance with the provisions 
thereof, will not conflict with, or constitute a breach of or default, of the Trustee's 
duties under said documents or any law, administrative regulation, court decree, 
resolution, charter, bylaws or other agreement to which the Trustee is subject or 
by which it is bound; and 

(F) the Certificates have been validly executed and delivered by the 
Trustee; 

(ix) The opinion of counsel to the Trustee, addressed to the Purchaser and the 
District, dated the Closing Date, to the effect that: 

(A) the Trustee has been duly organized and is validly existing in good 
standing as a national banking association under the laws of the United States of 
America, with full corporate power to enter into the Trust Agreement and the 
Assignment Agreement and to accept the trust as provided therein, and to 
perform its obligations under the Trust Agreement and the Assignment 
Agreement; 

(B) the Trustee has duly authorized, executed and delivered the Trust 
Agreement and the Assignment Agreement and by all proper corporate action 
has authorized the acceptance of the trust of the Trust Agreement; 

(C) assuming the due authorization, execution and delivery by the other 
party to the Trust Agreement and the Assignment Agreement, the Trust 
Agreement and the Assignment Agreement constitute legally valid and binding 
agreements. of the Trustee, enforceable against the Trustee in accordance with 
their respective terms, except as enforcement may be limited by bankruptcy, 
insolvency, moratorium or other similar laws or equitable principles relating to 
or limiting creditors' rights generally; 

(D) the Certificates have been validly executed by the Trustee; and 

(E) to the best of such counsel's knowledge, no authorization, approvat 
consent or order of any governmental agency or any other person or corporation 
is required for the valid authorization, execution and delivery of the Trust 
Agreement and the Assignment Agreement by the Trustee or the authentication 
by the Trustee of the Certificates; 

(x) A copy of the general resolution of the Trustee authorizing the execution and 
delivery of the Trust Agreement and the Assignment Agreement; 

(xi) A tax certificate by the District in form and substance acceptable to Special 
Counsel; 
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(xii) Evidence of required filings with the California Debt and Investment 
Advisory Commissionj 

(xiii) Evidence that the Site Lease, the Assignment Agreement and the Lease 
Agreement have each been recorded in the official records of San Mateo Countyi and 

(xiv) Such additional legal opinions, certificates, proceedings, instruments or 
other documents as Special Counsel and counsel to the Purchaser, if any, may 
reasonably request to evidence compliance by the Corporation and the District with 
legal requirements, the truth and accuracy, as of the Closing Date, of the representations 
and warranties of the District contained herein, and the due performance or satisfaction 
by the Corporation and the District at or prior to such time of all agreements then to be 
performed and all conditions then to be satisfied by the Corporation and the District. 

Section 7. Expenses. 

(a) Whether or not the transactions contemplated by this Purchase Agreement are 
consummated, the Purchaser shall be under no obligation to pay, and the District shall pay from 
the proceeds of the Certificates or otherwise, all expenses and costs of the District and the 
Corporation incident to the performance of their obligations in connection with the 
authorization, execution, sale and delivery of the Certificates to the Purchaser, including, 
without limitat~on, (i) the initial fees of the Trustee, including fees and disbursements of its 
counsel, if anyi (ii) the fees and disbursements of Special Counseli (iii) the fees and expenses of 
G.L. Hicks Financial, LLC, financial advisor to the District, (iv) the fees and expenses of any 
other professional advisors employed by or on behalf of the District or the Corporation, (v) the 
fees and disbursements of counsel to the Purchaserj and (vi) the California Debt and Investment 
Advisory Commission. The Purchaser shall be entitled to payment of any costs and expenses, 
including attorneys' fees, incurred by the Purchaser in pursuing any amounts owed pursuant to 
this Certificate Purchase Agreement. 

(b) The Purchaser shall pay all expenses incurred by it including, but not limited to: (i) 
the fees and expenses of Purchaser's Counseli and (ii) all out-of-pocket disbursements and 
expenses incurred by the Purchaser in connection with its purchase of the Certificates 
(including travel and other expenses, fees of the California Debt and Investment Advisory 
Commission and any other fees and expenses), except as provided in (a) above or as otherwise 
agreed to by the Purchaser and the District. 

Section 8. Notices. Any notice or other communication to be given to the Purchaser 
under this Purchase Agreement may be given by delivering the same in writing to W AB 
Investments, Inc., a wholly-owned subsidiary of Western Alliance Bank, an Arizona 
corporation, One East Washington Street, 14th Floor, Phoenix, AZ 85004, Attention: Municipal 
Investment Officer. Any notice or communication to be given to District under this Purchase 
Agreement may be given by delivering the same in writing to the District's address set forth 
above, Attention: Chief Executive Officer. 

The approval of the Purchaser when required hereunder or the determination of the 
Purchaser's satisfaction as to any document referred to herein shall be in writing signed by the 
Purchaser and delivered to you. 

Section 9. Parties in Interest. This Purchase Agreement is made solely for the benefit of 
the District and the Purchaser (including the successors or assigns thereof) and no other person 
shall acquire or have any right hereunder or by virtue hereof. All representations, warranties 
and agreements of the District in this Purchase Agreement shall remain operative and in full 
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force and effect regardless of (a) any investigations made by or on behalf of the Purchaser; or (b) 
delivery of and payment for the Certificates pursuant to this Purchase Agreement. The 
agreements contained in this Section 8 and in Section 6 shall survive any termination of this 
Purchase Agreement. 

Section 10. Counterparts; Electronic Signatures. This Purchase Agreement may be 
executed by the parties hereto in separate counterparts, each of which when so executed and 
delivered shall be an original, but all such counterparts shall together constitute but one and the 
same instrument. The parties agree that the electronic signature of a party to this Certificate 
Purchase Agreement shall be as valid as an original signature of such party and shall be 
effective to bind such party to this Certificate Purchase Agreement. For purposes hereof: (i) 
"electronic signature" means a manually signed original signature that is then transmitted by 
electronic means; and (ii) "transmitted by electronic means" means sent in the form of a 
facsimile or sent via the internet as a portable document format (pdf) or other replicating image 
attached to an email or internet message. 

Section 11. Prior Agreements. The parties agree that the terms and conditions of this 
Purchase Agreement supersede those of all previous agreements between the parties, and that 
this Purchase Agreement contains the entire agreement between the parties hereto. In the event 
of a dispute between the parties under this Purchase Agreement, the losing party in such 
dispute shall pay all reasonable costs and expenses incurred by the prevailing party in 
connection therewith, including but not limited to attorneys' fees. 

Section 12. Governing Law. This Purchase Agreement shall be governed by the laws of 
the State of California. 
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Section 13. Effectiveness. This Purchase Agreement shall be effective as of the date set 
forth above upon the execution of the acceptance hereof by an authorized officer of the District 
and shall be valid and enforceable as of the time of such acceptance. 

Accepted and Agreed to: 

PENINSULA HEALTH CARE DISTRICT 

By __________________________ ___ 
Lawrence W. Cappel, Ph.D. 

Chair 
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W AB INVESTMENTS, INC., a Wholly
Owned Subsidiary of Western Alliance 
Bank, an Arizona Corporation 

By ____ ~</~,~~//_(~-------------
/ John Radwanski 

Vice President and Treasurer 



Section 13. Effectiveness. This Purchase Agreement shall be effective as of the date set 
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SCHEDULE I 

REDEMPTION PROVISIONS 

Optional Redemption. The Certificates are subject to optional redemption prior to maturity from 
the proceeds of the optional prepayment of Lease Payments made by the District pursuant to the Lease 
Agreement in whole or in part on any date, at the par amount thereof to be redeemed, plus accrued 
interest to the date of redemption, and plus or minus any Prepayment Fees. "Prepayment Fees" means, in 
connection with the termination of any hedging agreement entered into by the Purchaser in connection 
with its purchase of the Certificates resulting from an optional redemption of Certificates), an amount 
equal to any costs/(benefits) incurred/(realized) by the Purchaser as a result of such termination. The 
Purchaser shall provide to the District, at least 3 business days prior to the redemption date, all detail 
relating to the calculation of any termination costs or economic benefits resulting from termination of the 
hedging agreement. In the event the termination results in an expense to the Purchaser, 100% of the 
expense will be added to the redemption price of the Certificates as a redemption premium. In the event 
the termination results in an economic benefit to the Purchaser, 100% of the benefit will be deducted from 
the redemption price of the Certificates. 

Mandatory Redemption. The Certificates are subject to mandatory redemption in part on February 
1 in each year on and after February 1, 2017, to and'including February 1, 2034, from the principal 
components of scheduled Lease Payments required to be paid by the District pursuant to the Lease 
Agreement with respect to each such redemption date (subject to abatement, as set forth in the Lease 
Agreement), at a redemption price equal to the principal amount thereof to be redeemed, together with 
accrued interest to the date fixed for redemption, without premium, as follows: 

tMaturity. 

Year 
(February 1) 

2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034t 

Principal Amount of 
Certificates to be Redeemed 

$ 525,000 
1,000,000 
1,040,000 
1,085,000 
1,130,000 
1,180,000 
1,225,000 
1,275,000 
1,325,000 
1,380,000 
1,435,000 
1,495,000 
1,555,000 
1,620,000 
1,685,000 
1,750,000 
1,825,000 

17,470,000 

Schedule I 
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LEASE AGREEMENT 
 
 
THIS LEASE AGREEMENT (the “Lease Agreement”), dated for convenience as of 

February 1, 2014, by and between the PENINSULA HEALTH CARE DISTRICT FINANCING 
CORPORATION, a nonprofit, public benefit corporation organized and existing under the 
laws of the State of California, as lessor (the “Corporation”), and the PENINSULA HEALTH 
CARE DISTRICT, a health care district, duly organized and existing under and by virtue of the 
laws of the State of California, as lessee (the “District”); 

 
W I T N E S S E T H :  

 
WHEREAS, pursuant to that certain Site Lease, dated as of February 1, 2014 (the “Site 

Lease”), the District has leased those certain parcels of real property situated in San Mateo 
County, State of California, more particularly described in Exhibit A attached hereto and 
made a part hereof (the “Site”), to the Corporation; 

 
WHEREAS, the Corporation proposes to lease the Site, together with certain facilities to 

be constructed thereon, more particularly described in Exhibit B attached hereto and made a 
part hereof (the “Facility” and, with the Site, the “Property”), to the District pursuant to this 
Lease Agreement and to assign its right to receive lease payments under this Lease Agreement 
(the “Lease Payments”), its right to enforce payment of the Lease Payments and otherwise to 
enforce its interest and rights under this Lease Agreement in the event of a default hereunder 
by the District, to U.S. Bank National Association, as trustee (the “Trustee”), pursuant to that 
certain Assignment Agreement, dated as of February 1, 2014, by and between the Corporation 
and the Trustee; 

 
WHEREAS, pursuant to that certain Trust Agreement, dated as of February 1, 2014, 

by and among the District, the Corporation and the Trustee, the Trustee will execute and 
deliver certificates of participation (the “Certificates”) in the Lease Payments; and 

 
WHEREAS, the proceeds of the Certificates, together with other available moneys, will 

be applied by the District to (a) finance the Facility; (b) fund capitalized interest with respect 
to the Certificates through August 1, 2016, and (c) pay delivery costs incurred in connection 
with the execution, delivery and sale of the Certificates; 

 
NOW, THEREFORE, for and in consideration of the premises and the material 

covenants hereinafter contained, the parties hereto hereby formally covenant, agree and bind 
themselves as follows: 
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ARTICLE I 
 

DEFINITIONS AND EXHIBITS 
 
Section 1.1. Definitions. Unless the context clearly otherwise requires or unless 

otherwise defined herein, the capitalized terms in this Lease Agreement shall have the 
respective meanings specified in Section 1.01 of the Trust Agreement, dated as of February 1, 
2014, by and among the District, the Corporation and the Trustee. 

 
Section 1.2. Exhibits. The following exhibits are attached to, and by this reference made 

a part of, this Lease Agreement: 
 
Exhibit A: The description of the Site. 
 
Exhibit B: The description of the Facility. 
 
Exhibit C: The schedule of Lease Payments to be paid by the District hereunder 

with respect to the Property, showing the Lease Payment Date and 
amount of each such Lease Payment. 
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ARTICLE II 
 

REPRESENTATIONS, COVENANTS AND WARRANTIES 
 
Section 2.1. Representations, Covenants and Warranties of the District. The District 

represents, covenants and warrants to the Corporation as follows: 
 
(a) Due Organization and Existence. The District is a health care district, duly organized 

and existing under and by virtue of the laws of the State. 
 
(b) Authorization. The laws of the State authorize the District to enter into the Site 

Lease, this Lease Agreement and the Trust Agreement and to enter into the transactions 
contemplated by and to carry out the District’s obligations under all of the aforesaid 
agreements, the District has duly authorized and executed all of the aforesaid agreements and 
such agreements constitute the legal, valid and binding agreements of the District, enforceable 
against the District in accordance with their respective terms. 

 
(c) No Violations. Neither the execution and delivery of the Site Lease, this Lease 

Agreement or the Trust Agreement, the fulfillment of or compliance with the terms and 
conditions hereof or thereof, nor the consummation of the transactions contemplated hereby or 
thereby, conflicts with or results in a breach of the terms, conditions or provisions of any 
restriction, agreement or instrument to which the District is now a party or by which the 
District is bound, constitutes a default under any of the foregoing, or results in the creation or 
imposition of any lien, charge or encumbrances whatsoever upon any of the property or assets 
of the District, or upon the Property, except Permitted Encumbrances. 

 
(d) Execution and Delivery. The District has duly authorized and executed this Lease 

Agreement in accordance with all applicable laws. 
 
(e) Hazardous Substances. To the best knowledge of the District, the Property is free of all 

Hazardous Substances, and the District is in full compliance with all Applicable 
Environmental Laws. 

 
(f) Flooding Risk. As of the dated date of this Lease Agreement, as shown on a Flood 

Hazard Boundary Map or a Flood Insurance Rate Map used in connection with the National 
Flood Insurance Program, the Property is not located in a “Special Flood Hazard Area.” To the 
District’s actual knowledge, the Property has not been subject to material damage from 
flooding within the last ten (10) years. 

 
Section 2.2. Representations, Covenants and Warranties of Corporation. The 

Corporation represents, covenants and warrants to the District as follows: 
 
(a) Due Organization and Existence. The Corporation is a nonprofit, public benefit 

corporation, organized and existing under and by virtue of the laws of the State; has power to 
enter into the Site Lease, this Lease Agreement, the Assignment Agreement and the Trust 
Agreement; is possessed of full power to own and hold, improve and equip real and personal 
property and to lease and sell the same; has duly authorized the execution and delivery of all 
of the aforesaid agreements and such agreements constitute the legal, valid and binding 
agreements of the Corporation, enforceable against the Corporation in accordance with their 
respective terms. 
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(b) No Encumbrances. The Corporation will not pledge the Lease Payments or other 
amounts derived from the Property and from its other rights under this Lease Agreement and 
will not mortgage or encumber the Property, except as provided under the terms of this Lease 
Agreement and the Trust Agreement. 

 
(c) No Violations. Neither the execution and delivery of the Site Lease, this Lease 

Agreement, the Assignment Agreement or the Trust Agreement, the fulfillment of or 
compliance with the terms and conditions hereof or thereof, nor the consummation of the 
transactions contemplated hereby or thereby, conflicts with or results in a breach of the terms, 
conditions or provisions of any restriction or any agreement or instrument to which the 
Corporation is now a party or by which the Corporation is bound, constitutes a default under 
any of the foregoing, or results in the creation or imposition of any lien, charge or encumbrance 
whatsoever upon any of the property or assets of the Corporation, or upon the Property, 
except Permitted Encumbrances. 

 
(d) No Assignments. Except as provided herein, the Corporation will not assign this 

Lease Agreement, its right to receive Lease Payments from the District or its duties and 
obligations hereunder to any other person, firm or corporation so as to impair or violate the 
representations, covenants and warranties contained in this Section 2.2. 

 
(e) Execution and Delivery. The Corporation has duly authorized and executed this 

Lease Agreement in accordance with all applicable laws. 
 
Section 2.3. District Acknowledgment of Certain Matters. The District acknowledges 

the Trustee’s authority to act with respect to all its rights, title, and interests under the Trust 
Agreement and under this Lease Agreement and agrees that the Trustee, pursuant to the Trust 
Agreement , may exercise all rights and responsibilities of the Trustee under this Lease 
Agreement. The District also acknowledges the execution and delivery by the Trustee, 
pursuant to the terms of the Trust Agreement , of the Certificates evidencing proportionate 
interests in the Lease Payments due as set forth in this Lease Agreement. 
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ARTICLE III 
 

DEPOSIT OF MONEYS 
 
Section 3.1. Deposit of Moneys. On the Closing Date, the Corporation shall cause to be 

deposited with the Trustee the net proceeds of sale of the Certificates. Amounts estimated to 
be required to pay Project Costs shall, upon each advance to the Trustee from the Owner, be 
deposited in the Project Fund, amounts estimated to be required to pay Delivery Costs shall be 
deposited in the Delivery Costs Fund and an amount equal to capitalized interest on the 
Certificates through August 1, 2016, shall be deposited in the Lease Payment Fund. 

 
Section 3.2. Construction of Facility. The Corporation agrees to construct the Facility 

pursuant to the plans and specifications submitted to and approved by the District. The 
Corporation hereby appoints the District as its agent for the purposes of construction of the 
Facility. The District, as agent of the Corporation, shall comply with all applicable public 
bidding requirements and shall cause the construction to be performed diligently to the end 
that the Facility will be substantially completed in accordance with the aforesaid plans and 
specifications on or prior to August 1, 2016. In addition, in the event that the costs of 
constructing the Facility or any portion thereof are greater than the amount of money 
deposited in or transferred to the Project Fund, together with investment earnings thereon, the 
District agrees if, under such circumstances, it nonetheless desires to construct such portion of 
the Facility, to deposit into the Project Fund an amount of money necessary to pay such 
increased Project Costs, but only from legally available funds, if any. 

 
Section 3.3. Payment of Project Costs. Payment of Project Costs shall be made from the 

moneys deposited in the Project Fund, which moneys shall be disbursed for such purpose in 
accordance and upon compliance with Section 3.02 of the Trust Agreement. 

 
Section 3.4. Payment of Delivery Costs. Payment of Delivery Costs shall be made from 

the moneys deposited in the Delivery Costs Fund, which moneys shall be disbursed for such 
purpose in accordance and upon compliance with Section 3.04 of the Trust Agreement. 
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ARTICLE IV 
 

AGREEMENT TO LEASE; TERM OF THIS LEASE 
AGREEMENT; LEASE PAYMENTS 

 
Section 4.1. Lease. 
 
(a) The Corporation hereby leases the Property to the District, and the District hereby 

leases the Property from the Corporation, upon the terms and conditions set forth in this Lease 
Agreement. 

 
(b) The leasing of the Property by the District to the Corporation pursuant to the Site 

Lease shall not affect or result in a merger of the District’s leasehold estate pursuant to this 
Lease Agreement and its fee estate as lessor under the Site Lease. 

 
Section 4.2. Term of Agreement. The Term of the Lease Agreement shall commence on 

the Closing Date, and shall end on February 1, 2034, unless all Lease Payments have not been 
paid in which event the term of this Lease Agreement shall extend until all Lease Payments 
have been paid, but in no event later than February 1, 2044. If, prior to February 1, 2034, the 
Trust Agreement shall be discharged by its terms, the Term of the Lease Agreement shall 
thereupon end. The Trustee shall notify the Corporation of the termination of this Lease 
Agreement. 

 
Section 4.3. Possession. The District hereby agrees to accept and take possession of the 

Property on or prior to the date of recordation of this Lease Agreement. The first Lease 
Payment shall be due on July 15, 2014. 

 
Section 4.4. Lease Payments. 
 
(a) Obligation to Pay. Subject to the provisions of Article X hereof, the District agrees to 

pay to the Corporation, its successors and assigns, as rental for the use and occupancy of the 
Property during each Rental Period, the Lease Payments (denominated into components of 
principal and interest) in the respective amounts specified in Exhibit C hereto, to be due and 
payable on the respective Lease Payment Dates specified in Exhibit C hereto. Any amount held 
in the Lease Payment Fund on any Lease Payment Date (other than amounts resulting from 
the prepayment of the Lease Payments in part but not in whole pursuant to Article X hereof 
and other than amounts required for payment of Certificates not yet surrendered) shall be 
credited towards the Lease Payment then due and payable; and no Lease Payment need be 
made on any Lease Payment Date if the amounts then held in the Lease Payment Fund are at 
least equal to the Lease Payment then required to be paid. The Lease Payments for the 
Property payable in any Rental Period shall be for the use of the Property for such Rental 
Period. 

 
(b) Effect of Prepayment. In the event that the District prepays all remaining Lease 

Payments and all Additional Payments due under Section 4.7 hereof in full pursuant to Article 
X hereof, the District’s obligations under this Lease Agreement shall thereupon cease and 
terminate including, but not limited to, the District’s obligation to pay Lease Payments under 
this Section 4.4. In the event that the District optionally prepays the Lease Payments in part 
but not in whole pursuant to Section 10.1 hereof, such prepayment shall be credited entirely 
towards the prepayment of the Lease Payments as follows: (i) the principal components of 
each remaining such Lease Payments shall be reduced in such order as shall be selected by the 
District in integral multiples of $1,000; and (ii) the interest component of each remaining Lease 
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Payment shall be reduced by the aggregate corresponding amount of interest which would 
otherwise be payable with respect to the Certificates thereby redeemed pursuant to Sections 
4.01(a) or (b), as the case may be, of the Trust Agreement.  

 
(c) Rate on Overdue Payments. In the event the District should fail to make any of the 

payments required in this Section 4.4, the payment in default shall continue as an obligation of 
the District until the amount in default shall have been fully paid and the District agrees to 
pay the same at the Default Rate from the date of default to the date of payment. 

 
(d) Source of Payments; Budget and Appropriation. Lease Payments shall be payable from 

any source of available funds of the District, subject to the provisions of Article X hereof. 
 
The District covenants to take such action as may be necessary to include all Lease 

Payments due hereunder in each of its budgets during the Term of the Lease Agreement and to 
make the necessary annual appropriations for all such Lease Payments and for Additional 
Payments due under Section 4.7 hereof. To that end, the Board of Directors shall direct 
budgetary staff to include in each annual budget proposal to the Board of Directors an 
appropriation sufficient to pay Lease Payments and Additional Payments. The District hereby 
expresses its present intent to appropriate Lease Payments and Additional Payments due 
under Section 4.7 hereof during the Term of the Lease Agreement. The covenants on the part of 
the District herein contained shall be deemed to be and shall be construed to be duties imposed 
by law and it shall be the duty of each and every public official of the District to take such 
action and do such things as are required by law in the performance of the official duty of such 
officials to enable the District to carry out and perform the covenants and agreements in this 
Lease Agreement agreed to be carried out and performed by the District. 

 
(e) Assignment. The District understands and agrees that all Lease Payments have been 

assigned by the Corporation to the Trustee in trust, pursuant to the Assignment Agreement, 
for the benefit of the Owners of the Certificates, and the District hereby assents to such 
assignment. The Corporation hereby directs the District, and the District hereby agrees to pay 
to the Trustee at the Principal Corporate Trust Office, all payments payable by the District 
pursuant to this Section 4.4 and all amounts payable by the District pursuant to Article X 
hereof. 

 
(f) No Abatement. As the District is not a debt limit entity under the State Constitution, 

its obligations to make Lease Payments hereunder are not subject to abatement. 
 
Section 4.5. Quiet Enjoyment. During the Term of the Lease Agreement, the 

Corporation shall provide the District with quiet use and enjoyment of the Property and the 
District shall, during such Term, peaceably and quietly have and hold and enjoy the Property 
without suit, trouble or hindrance from the Corporation, except as expressly set forth in this 
Lease Agreement. The Corporation will, at the request of the District and at the District’s cost, 
join in any legal action in which the District asserts its right to such possession and enjoyment 
to the extent the Corporation may lawfully do so. Notwithstanding the foregoing, the 
Corporation shall have the right to inspect the Property as provided in Section 7.2 hereof. 

 
Section 4.6. Title. During the Term of the Lease Agreement, the Corporation shall hold 

leasehold title to the Property and any and all additions which comprise fixtures, repairs, 
replacements or modifications to the Property, except for those fixtures, repairs, replacements 
or modifications which are added to the Property by the District at its own expense and which 
may be removed without damaging the Property and except for any items added to the 
Property by the District pursuant to Section 5.2 hereof. 
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If the District prepays the Lease Payments in full pursuant to Article X hereof, or pays 

all Lease Payments during the Term of the Lease Agreement as the same become due and 
payable, all right, title and interest of the Corporation in and to the Property shall be 
terminated. The Corporation agrees to take any and all steps and execute and record any and 
all documents reasonably required by the District to consummate any such transfer of title. 

 
Section 4.7. Additional Payments.  
 
In addition to the Lease Payments, the District shall pay when due the following 

Additional Payments: 
 
(a) Any fees and expenses incurred by the District in connection with or by reason of its 

leasehold estate in the Property as and when the same become due and payable. 
 
(b) Any amounts due to the Trustee pursuant to the Trust Agreement for all services 

rendered under the Trust Agreement and for all reasonable expenses, charges, costs, liabilities, 
legal fees and other disbursements incurred in and about the performance of its powers and 
duties under the Trust Agreement. 

 
(c) Any reasonable fees and expenses of such accountants, consultants, attorneys and 

other experts as may be engaged by the District, the Corporation or the Trustee to prepare 
audits, financial statements, reports, opinions or provide such other services required under 
this Lease Agreement or the Trust Agreement. 

 
(d) Any reasonable out-of-pocket expenses of the District in connection with the 

execution and delivery of this Lease Agreement or the Trust Agreement, or in connection with 
the execution and delivery of the Certificates, including any and all expenses incurred in 
connection with the authorization, execution, sale and delivery of the Certificates, or incurred 
by the Corporation in connection with any litigation which may at any time be instituted 
involving this Lease Agreement, the Trust Agreement, the Certificates or any of the other 
documents contemplated or thereby, or otherwise incurred in connection with the 
administration thereof. 
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ARTICLE V 
 

MAINTENANCE; TAXES; INSURANCE; USE LIMITATIONS; 
AND OTHER MATTERS 

 
Section 5.1. Maintenance, Utilities, Taxes and Assessments. Throughout the Term of 

the Lease Agreement, as part of the consideration for the rental of the Property, all 
improvement, repair and maintenance of the Property shall be the responsibility of the District 
and the District shall pay, or otherwise arrange, for the payment of all utility services supplied 
to the Property which may include, without limitation, janitor service, security, power, gas, 
telephone, light, heating, water and all other utility services, and shall pay for or otherwise 
arrange for the payment of the cost of the repair and replacement of the Property resulting 
from ordinary wear and tear or want of care on the part of the District or any assignee or 
sublessee thereof. In exchange for the Lease Payments herein provided, the Corporation agrees 
to provide only the Property, as hereinbefore more specifically set forth. 

 
The District shall also pay or cause to be paid all taxes and assessments of any type or 

nature, if any, charged to the Corporation or the District affecting the Property or the 
respective interests or estates therein; provided that with respect to special assessments or 
other governmental charges that may lawfully be paid in installments over a period of years, 
the District shall be obligated to pay only such installments as are required to be paid during 
the Term of the Lease Agreement as and when the same become due. 

 
The District may, at the District’s expense and in its name, in good faith contest any 

such taxes, assessments, utility and other charges and, in the event of any such contest, may 
permit the taxes, assessments or other charges so contested to remain unpaid during the 
period of such contest and any appeal therefrom unless the Corporation shall notify the 
District that, in the opinion of Independent Counsel, by nonpayment of any such items, the 
interest of the Corporation in the Property will be materially endangered or the Property or any 
part thereof will be subject to loss or forfeiture, in which event the District shall promptly pay 
such taxes, assessments or charges or provide the Corporation with full security against any 
loss which may result from nonpayment, in form satisfactory to the Corporation. The District 
shall provide the Corporation with written notice of any such contest and shall provide such 
updates on the contest as the Corporation may reasonably request. 

 
Section 5.2. Modification of Property. The District shall, at its own expense, have the 

right to remodel the Property or to make additions, modifications and improvements to the 
Property. All additions, modifications and improvements to the Property shall thereafter 
comprise part of the Property and be subject to the provisions of this Lease Agreement. Such 
additions, modifications and improvements shall not in any way damage the Property, 
substantially alter its nature, cause the interest component of Lease Payments to be subject to 
federal income taxes or cause the Property to be used for purposes other than those authorized 
under the provisions of State and federal law; and the Property, upon completion of any 
additions, modifications and improvements made thereto pursuant to this Section 5.2, shall, 
subject to the provisions of Section 8.3, be of a value which is not substantially less than the 
value of the Property immediately prior to the making of such additions, modifications and 
improvements. The District will not permit any mechanic’s or other lien to be established or 
remain against the Property for labor or materials furnished in connection with any remodeling, 
additions, modifications, improvements, repairs, renewals or replacements made by the 
District pursuant to this Section 5.2; provided that if any such lien is established and the 
District shall first notify the Corporation of the District’s intention to do so, the District may in 
good faith contest any lien filed or established against the Property, and in such event may 
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permit the items so contested to remain undischarged and unsatisfied during the period of 
such contest and any appeal therefrom and shall provide the Corporation with full security 
against any loss or forfeiture which might arise from the nonpayment of any such item, in form 
satisfactory to the Corporation. The Corporation will cooperate fully in any such contest, upon 
the request and at the expense of the District. 

 
Section 5.3. Public Liability and Property Damage Insurance. The District shall 

maintain or cause to be maintained, throughout the Term of the Lease Agreement, a standard 
comprehensive general insurance policy or policies in protection of the Corporation, the District 
and the Trustee and their respective members, officers, agents and employees. Said policy or 
policies shall provide for indemnification of said parties against direct or consequential loss or 
liability for damages for bodily and personal injury, death or property damage occasioned by 
reason of the operation of the Property. Said policy or policies shall provide coverage in the 
minimum liability limits of $3,000,000 per occurrence and in the aggregate. Such liability 
insurance may be maintained as part of or in conjunction with any other liability insurance 
coverage carried by the District and may be maintained in the form of insurance maintained 
through a joint exercise of powers authority created for such purpose or in the form of self-
insurance by the District. The Net Proceeds of such liability insurance shall be applied toward 
extinguishment or satisfaction of the liability with respect to which the insurance proceeds 
shall have been paid. 

 
Section 5.4. Fire and Extended Coverage Insurance; No Earthquake Insurance. The 

District shall maintain, or cause to be maintained throughout the Term of the Lease 
Agreement, but effective at the time the Facility is placed in service, insurance against loss or 
damage to any part of the Property constituting structures, if any, by fire and lightning, with 
extended coverage and vandalism and malicious mischief insurance; provided, however, that the 
District shall not be required to maintain earthquake insurance with respect to the Property. 
Said extended coverage insurance shall, as nearly as practicable, cover loss or damage by 
explosion, windstorm, riot, aircraft, vehicle damage, smoke and such other hazards as are 
normally covered by such insurance. Such insurance shall be in an amount equal to one 
hundred percent (100%) of the replacement cost of such portion of the Property, if any, 
recomputed annually. Such insurance may be subject to deductible clauses of not to exceed 
$100,000 for any one loss. Such insurance may be maintained as part of or in conjunction with 
any other fire and extended coverage insurance carried by the District and may be maintained 
in whole or in part in the form of insurance maintained through a joint exercise of powers 
authority created for such purpose. The District may not satisfy the requirements of this 
Section 5.4 for fire and extended coverage insurance with self-insurance. 

 
Section 5.5. Title Insurance. 
 
(a) The District shall provide, from moneys in the Delivery Costs Fund or at its own 

expense, on the Closing Date, an CLTA title insurance policy in the amount of not less than the 
principal amount of the Certificates, insuring the District’s leasehold estate in the Property, 
subject only to Permitted Encumbrances. 

 
(b) The Net Proceeds of such title insurance shall be applied as provided in Section 

6.2(c) hereof. 
 
Section 5.6. Insurance Net Proceeds; Form of Policies. Each policy or other evidence of 

insurance required by Sections 5.3, 5.4 and 5.5 hereof shall provide that all proceeds 
thereunder shall be payable to the Trustee as and to the extent required hereunder, shall name 
the Trustee as additional insureds with respect to property coverage. Insurance must be 
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provided by an insurer rated “A” or better by S&P or A.M. Best Company. The District shall 
pay or cause to be paid when due the premiums for all insurance policies required by this 
Lease Agreement. All policies evidencing required insurance shall provide thirty (30) days’ 
prior written notice to the Corporation, the District and the Trustee of any cancellation, 
reduction in amount or material change in coverage. The Trustee shall not be responsible for 
the sufficiency of any insurance herein required, including any forms of self-insurance and shall 
be fully protected in accepting payment on account of such insurance or any adjustment, 
compromise or settlement of any loss. The District shall cause to be delivered annually on or 
before each June 1 to the Trustee a certification, signed by a District Representative, stating 
compliance with the provisions of Sections 5.3 and 5.4 of this Lease Agreement. The Trustee 
shall be entitled to rely on such certification without independent investigation. The District 
shall have the adequacy of any insurance reserves maintained by the District or by a joint 
exercise of powers authority, if applicable, for purposes of the insurance required by Section 
5.3 and 5.4 hereof reviewed at least annually, on or before each June 1, by an independent 
insurance consultant and shall maintain reserves in accordance with the recommendations of 
such consultant to the extent moneys are available for such purpose and not otherwise 
appropriated. 

 
Section 5.7. Advances. If the District shall fail to perform any of its obligations under 

this Article V, the Corporation or the Trustee may, but shall not be obligated to, take such 
action as may be necessary to cure such failure, including the advancement of money, and the 
District shall be obligated to repay all such advances as soon as possible, with interest at a rate 
equal to the rate then payable with respect to the Certificates from the date of the advance to 
the date of repayment. 

 
Section 5.8. Installation of District’s Equipment. The District may, at any time and 

from time to time in its sole discretion and at its own expense, install or permit to be installed 
items of equipment or other personal property in or upon any portion of the Property. All such 
items shall remain the sole property of the District in which neither the Corporation nor the 
Trustee shall have any interest and may be modified or removed by the District at any time 
provided that the District shall repair and restore any and all damage to the Property resulting 
from the installation, modification or removal of any such items. Nothing in this Lease 
Agreement shall prevent the District from purchasing or leasing items to be installed pursuant 
to this Section 5.8 under a lease or conditional sale agreement, or subject to a vendor’s lien or 
security agreement, as security for the unpaid portion of the purchase price thereof, provided 
that no such lien or security interest shall attach to any part of the Property. 

 
Section 5.9. Liens. The District shall not, directly or indirectly, create, incur, assume or 

suffer to exist any mortgage, pledge, lien, charge, encumbrance or claim on or with respect to 
the Property, other than the respective rights of the Corporation and the District as provided 
herein and Permitted Encumbrances. Except as expressly provided in this Article V, the 
District shall promptly, at its own expense, take such action as may be necessary to duly 
discharge or remove any such mortgage, pledge, lien, charge, encumbrance or claim, for which 
it is responsible, if the same shall arise at any time. The District shall reimburse the 
Corporation for any expense incurred by it in order to discharge or remove any such mortgage, 
pledge, lien, charge, encumbrance or claim. 

 
Section 5.10. Private Activity Bond Limitation. The District shall assure that proceeds 

of the Certificates are not so used as to cause the Certificates or the Lease Agreement to satisfy 
the private business tests of section 141(b) of the Code or the private loan financing test of 
section 141(c) of the Code. 
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Section 5.11. Federal Guarantee Prohibition. The District shall not take any action or 
permit or suffer any action to be taken if the result of the same would be to cause any of the 
Certificates or the Lease Agreement to be “federally guaranteed” within the meaning of section 
149(b) of the Code. 

 
Section 5.12. Rebate Requirement. The District shall take any and all actions necessary 

to assure compliance with section 148(f) of the Code, relating to the rebate of excess 
investment earnings, if any, to the federal government, to the extent that such section is 
applicable to the Certificates and the Lease Agreement. 

 
Section 5.13. No Arbitrage. The District shall not take, or permit or suffer to be taken by 

the Trustee or otherwise, any action with respect to the proceeds of the Certificates 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 Certificates or the Lease 
Agreement to be “arbitrage bonds” within the meaning of section 148 of the Code. 

 
Section 5.14. Maintenance of Tax-Exemption. The District shall take all actions 

necessary to assure the exclusion of interest with respect to the Certificates from the gross 
income of the Owners of the Certificates to the same extent as such interest is permitted to be 
excluded from gross income under the Code as in effect on the Closing Date. Beginning on the 
Taxable Date, interest with respect to the Certificates shall be paid at the Default Rate. 

 
Section 5.15. No Condemnation. The District hereby covenants and agrees, to the extent 

it may lawfully do so, that so long as any of the Certificates remain outstanding and unpaid, 
the District will not exercise the power of condemnation with respect to the Property. The 
District further covenants and agrees, to the extent it may lawfully do so, that if for any reason 
the foregoing covenant is determined to be unenforceable or if the District should fall or refuse 
to abide by such covenant and condemns the Property, the appraised value of the Property 
shall not be less than the greater of (i) if the Certificates are then subject to redemption, the 
principal and interest components of the Certificates Outstanding through the date of their 
redemption, or (ii) if the Certificates are not then subject to redemption, the amount necessary 
to defease the Certificates to the first available redemption date in accordance with the Trust 
Agreement. 

 
Section 5.16. Liquidity Covenant. The District covenants to maintain Liquid Assets in 

an amount equal to at least $7,500,000, to be tested semi-annually. Compliance with this 
liquidity covenant shall be evidenced by delivery to the Owners of copies of the District’s bank 
and brokerage statements verifying the District’s minimum Liquid Assets balance. The District 
shall also provide to the Owners, not later than 30 days after each March 31 and September 30, 
copies of the District’s bank and brokerage statements indicating its Liquid Assets balance but 
the District shall not be required to satisfy the liquidity covenant on such dates. 

 
Section 5.17. Rates and Charges. The District shall operate the Facility as a revenue 

producing health care facility. Beginning for the Fiscal Year ending June 30, 2017, the District 
shall fix, charge and collect, or cause to be fixed, charged and collected, subject to applicable 
requirements or restrictions imposed by law, such rates, fees and charges which, together with 
all other receipts and revenues of the District and any other funds available therefor, which 
shall produce revenues of the District less expenses, plus depreciation, amortization and 
interest expense, equal to at least 1.20 times total debt service for such Fiscal Year. 

 
Section 5.18. Limitation on Indebtedness. While this Lease Agreement remains unpaid, 

the District shall not issue or incur any additional obligations unless it can demonstrate that all 
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revenues of the District less expenses, plus depreciation, amortization and interest expense, 
shall be at least 1.25 times total debt service following such issuance or incurrence for the 
preceding Fiscal Year for which audited financial statements of the District are available. 

 
Section 5.19. Deposit Maintenance. The District agrees that it will deposit and maintain 

deposited, during the term of this Lease Agreement, with an affiliate of Western Alliance Bank, 
a minimum amount of $3,000,000, to be invested at the direction of the District, so long as 
such bank provides reasonably competitive interest rates for said investments pursuant to 
State statutes that restrict the investment of funds of California health care districts. 

 
Section 5.20. Reporting Requirements. The District shall keep proper books of record 

and account in which full, true and correct entries will be made of all dealings or transactions 
of or in relation to its business and affairs on a consolidated or combined basis in accordance 
with GAAP. The District shall furnish to the Owner copies of each of the following: 

 
(a) Annual Financial Statements. As soon as available, and in any event within 180 days 

after the close of each Fiscal Year of the District, the financial statements of the District which 
shall be audited and reported on without qualification by an accountant and shall be certified 
to the District by such accountant as (i) having been prepared in accordance with GAAP 
(applied on a basis consistent with that of the preceding Fiscal Year) and (ii) fairly presenting 
the financial condition of the District as of the end of such Fiscal Year and reflecting its 
operations during such Fiscal Year and (iii) showing all material liabilities, direct or contingent, 
and disclosing the existence of any Off-Balance Sheet Liability, and shall include, without 
limitation, balance sheets, profit and loss statements and statements of cash flows, together 
with notes and supporting schedules, all on a consolidated and consolidating basis and in 
reasonable detail and including a copy of any management letter or audit report provided to 
the District by such Accountant. 

 
(b) Quarterly Financial Statements. As soon as available, and in any event within 45 days 

after the end of each fiscal quarterly period of each Fiscal Year of the District, the unaudited 
financial statements of the District, including a balance sheet, profit and loss statement, 
statement of cash flow and notes as of the end of such fiscal quarterly period and for such 
fiscal quarterly period and the current Fiscal Year to the end of such fiscal quarterly period, 
which shall be internally prepared by management of the District and presented to the Owner 
on a consistent basis, along with a certification by a principal financial officer of the District as 
to the matters set forth under clauses (i), (ii) and (iii) of subsection (a) above. 

 
(c) Certificate of Compliance. Simultaneously with the delivery of each set of financial 

statements referred to in subsections (a) and (b) of this Section 5.20, a certificate signed by a 
principal financial officer of the District, (i) stating that such officer has made a review of 
activities during the preceding period for the purpose of determining whether the District has 
complied with all of the terms, provisions and conditions of this Lease Agreement, and (ii) 
attesting that, to the best of his/her knowledge, the District has kept, observed, performed and 
fulfilled each and every such covenant, provision and condition on its part to be performed 
and no Event of Default has occurred and is continuing, or if an Event of Default has occurred 
such certificate shall specify such event or condition, the nature and status thereof and any 
remedial steps taken or proposed to correct such event or condition and (iii) containing 
calculations of the financial covenants (to the extent applicable as of such date), required by 
Sections 5.17 and 5.18 of this Lease Agreement, certified by such officer to be accurate and 
complete and made in accordance with this Lease Agreement. 
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(d) Other Reports. Promptly upon request by the Owner, copies of any financial 
statement or report furnished to any other holder of any securities or the long-term debt of the 
District and not otherwise required to be furnished to the Owner pursuant to any other 
subsection of this Section 5.20. 

 
(e) Budgets. As soon as available and in any event within 45 days of the beginning of 

each Fiscal Year, annual capital and operating budgets of the District for such upcoming Fiscal 
Year. The operating budget shall include all amounts expected to be payable to the Owner 
under this Lease Agreement, the Certificates and any of the other Related Documents in such 
Fiscal Year. Additionally, promptly after the adoption thereof, any amendments to the annual 
operating budget which may have an impact on any amount expected to be payable to the 
Owner under this Lease Agreement, the Certificates or any of the other Related Documents. 

 
(f) Other Information. Such other information respecting the business, properties or the 

condition or operations, financial or otherwise, of the District as the Owner may from time to 
time reasonably request, including without limitation, reports of any governmental audits and 
inspections and the extent not included in the audited financial statements of the District, 
assessed valuations and secured tax charges and delinquencies for the preceding fiscal year 
within 210 days following the end of each fiscal year of the District, and any other information 
that the Owner may reasonably request from time to time. 

 
Section 5.21. Notices. 
 
(a) Notice of Default. The District shall provide to the Owner immediate notice by 

telephone, promptly confirmed in writing, of any Event of Default. The District hereby 
covenants to provide to the Owner notice of any default on any material debt obligation of the 
District. “Material debt obligation” means any debt obligation of the District in excess of 
$100,000. 

 
(b) Notice of Material Litigation or Governmental Proceeding that may have a Material 

Adverse Effect. The District hereby covenants to provide to the Owner notice of any material 
litigation or governmental proceeding initiated against the District or any other action or event 
that is known to the District that may have a material adverse effect. “Material litigation or 
governmental proceeding” means any action, suit, proceeding, inquiry or investigation against 
the District in any court or before any arbitrator of any kind or by or before any governmental 
authority, of which the District has notice or knowledge and which, (a) if determined adversely 
to the District, may have a material adverse effect, (b) seek to restrain or enjoin the levy, 
collection or distribution of the ad valorem property taxes, or (c) may adversely affect the 
exclusion of interest with respect to the Certificates from gross income for federal income tax 
purposes or the exemption of such interest for state income tax purposes. “Material adverse 
effect” means an event or occurrence which adversely affects in any manner (a) the authority 
for or the issuance, validity or enforceability of the Lease Agreement, (b) the levy, collection, or 
distribution of ad valorem property taxes, (c) the exclusion of interest with respect to the 
Certificates from gross income for federal income tax purposes, (d) the exemption of such 
interest for state income tax purposes, (e) the existence of the District as a health care district 
under the laws of the State, (f) the overall operation of the Facility as a going concern (such as 
a loss of license or accreditation, change in management companies, casualty losses, change in 
laws or such other events or occurrence which materially adversely affects the long-term 
operations of the Facility), or (g) the ability of the District to make Lease Payments. 

 
(c) Other Notices. The District shall provide to the Owner in writing, promptly upon 

learning thereof, notice of: 
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(ii) The District hereby covenants to provide to the Owner, promptly upon 

learning thereof, notice of any Taxable Date. 
 
(ii) any criminal investigation or proceeding by a Governmental Authority 

involving the District  or any officer or managerial employee of the District; 
 
(iii) any communication from any labor union of an intent to strike the District  

at a future date with such notice to include a description of the action or actions that it 
proposes to take with respect thereto; and 

 
(iv) the occurrence of any event described in Section 5.18. 
 

(d) Governmental Authority Filings. Copies of all reports and other materials filed or 
delivered by the District to or with any Governmental Authority which has jurisdiction over the 
financial affairs of the District, which is a creditor of the District, or which issues Debt on 
behalf of the District. 

 
Section 5.22. Most Favored Covenant. In the event that the District shall hereafter enter 

into or otherwise consent to any agreement or instrument (or any amendment, supplement or 
modification thereto) (each a “Relevant Agreement”) under which any person undertakes to 
make loans, to refinance or restructure existing debt or to extend credit or liquidity to the 
District, which Relevant Agreement (i) provides such person with a covenant, provision or 
agreement which is more restrictive, as to the District, or (ii) gives or grants greater rights or 
remedies to such person whether as to timing of payment, priority of payment or lien or 
otherwise (each, a “Favored Covenant”) than, in the case of (i), are undertaken by the District 
herein or, in the case of (ii), are given or granted to the Owner herein, then each such Favored 
Covenant shall automatically be deemed to be incorporated into this Lease Agreement and the 
Owner shall have the benefits of each such Favored Covenant as if specifically set forth in this 
Lease Agreement for the duration of such Relevant Agreement.  If necessary, the District shall 
promptly enter into an amendment to this Lease Agreement to include the Favored Covenant; 
provided that the Owner shall maintain the benefit of such Favored Covenant even if the 
District fails to provide such amendment. Notwithstanding anything to the contrary contained 
in this Section, each party hereto agrees that no provision described in this Section shall be 
deemed incorporated into this Lease Agreement if such incorporation would cause the interest 
on any of the obligations to be includable in the gross income of the owners thereof for federal 
tax purposes. 
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ARTICLE VI 
 

DAMAGE, DESTRUCTION AND EMINENT DOMAIN; USE 
OF NET PROCEEDS 

 
Section 6.1. Eminent Domain.  
 
(a) If all of the Property shall be taken permanently under the power of eminent domain 

or sold to a government threatening to exercise the power of eminent domain, the Term of this 
Lease Agreement shall cease as of the day possession shall be so taken. If less than all of the 
Property shall be taken permanently, or if all of the Property or any part thereof shall be taken 
temporarily under the power of eminent domain, this Lease Agreement shall continue in full 
force and effect and shall not be terminated by virtue of such taking and the parties waive the 
benefit of any law to the contrary. 

 
(b) The District hereby covenants and agrees, to the extent it may lawfully do so, that 

so long as any of the Certificates remain outstanding and unpaid, the District will not exercise 
the power of condemnation with respect to the leased property. The District further covenants 
and agrees, to the extent it may lawfully do so, that if for any reason the foregoing covenant is 
determined to be unenforceable or if the District should fail or refuse to abide by such covenant 
and condemns the leased property, the appraised value of the leased property shall not be less 
than the greater of (i) if such Certificates are then subject to redemption, the principal and 
interest components of the Certificates outstanding through the date of their redemption, or (ii) 
if such Certificates are not then subject to redemption, the amount necessary to defease such 
Certificates to the first available redemption date in accordance with the Trust Agreement. 

 
Section 6.2. Application of Net Proceeds. 
 
(a) From Insurance Award. The Net Proceeds of any insurance award resulting from any 

damage to or destruction of any portion of the Property constituting structures, if any, by fire 
or other casualty shall be paid by the District to the Trustee, as assignee of the Corporation 
under the Assignment Agreement, deposited in the Insurance and Condemnation Fund held by 
the Trustee and applied as set forth in Section 7.01 of the Trust Agreement. 

 
(b) From Eminent Domain Award. The Net Proceeds of any eminent domain award 

resulting from any event described in Section 6.1 hereof shall be paid by the District to the 
Trustee, as assignee of the Corporation under the Assignment Agreement, deposited in the 
Insurance and Condemnation Fund and applied as set forth in Section 7.02 of the Trust 
Agreement. 

 
(c) From Title Insurance. The Net Proceeds of any title insurance award shall be paid to 

the Trustee, as assignee of the Corporation under the Assignment Agreement, deposited in the 
Insurance and Condemnation Fund and applied as set forth in Section 7.03 of the Trust 
Agreement. 
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ARTICLE VII 
 

DISCLAIMER OF WARRANTIES; ACCESS; 
INDEMNIFICATION 

 
Section 7.1. Disclaimer of Warranties. THE CORPORATION MAKES NO WARRANTY 

OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO THE VALUE, DESIGN, 
CONDITION, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OR 
FITNESS FOR THE USE CONTEMPLATED BY THE DISTRICT OF THE PROPERTY OR 
ANY OTHER REPRESENTATION OR WARRANTY WITH RESPECT TO THE PROPERTY. 
IN NO EVENT SHALL THE CORPORATION OR ITS ASSIGNS BE LIABLE FOR 
INCIDENTAL, INDIRECT, SPECIAL OR CONSEQUENTIAL DAMAGES IN 
CONNECTION WITH OR ARISING OUT OF THE SITE LEASE, THIS LEASE AGREEMENT 
OR THE TRUST AGREEMENT FOR THE EXISTENCE, FURNISHING, FUNCTIONING OR 
THE DISTRICT’S USE OF THE PROPERTY. 

 
Section 7.2. Access to the Property. The District agrees that the Corporation and any 

District Representative, and the Corporation’s successors or assigns, shall have the right at all 
reasonable times to enter upon and to examine and inspect the Property. The District further 
agrees that the Corporation, any District Representative, and the Corporation’s successors or 
assigns, shall have such rights of access to the Property as may be reasonably necessary to 
cause the proper maintenance of the Property in the event of failure by the District to perform 
its obligations hereunder. 

 
Section 7.3. Release and Indemnification Covenants. The District shall and hereby 

agrees to indemnify and save the Corporation and the Trustee and their officers, agents, 
directors, employees, successors and assigns harmless from and against all claims, losses and 
damages, including legal fees and expenses, arising out of (i) the use, maintenance, condition 
or management of, or from any work or thing done on the Property by the District, (ii) any 
breach or default on the part of the District in the performance of any of its obligations under 
this Lease Agreement or the Trust Agreement, (iii) any act or omission of the District or of any 
of its agents, contractors, servants, employees or licensees with respect to the Property, (iv) any 
act or omission of any sublessee of the District with respect to the Property, or (v) the 
authorization of payment of the Delivery Costs. Such indemnification shall include the costs 
and expenses of defending any claim or liability arising under this Lease Agreement or the 
Trust Agreement and the transactions contemplated thereby. No indemnification is made 
under this Section 7.3 or elsewhere in this Lease Agreement for willful misconduct, negligence 
or breach of duty under this Lease Agreement by the Corporation, its officers, agents, 
directors, employees, successors or assigns. 
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ARTICLE VIII 
 

ASSIGNMENT, SUBLEASING AND AMENDMENT 
 
Section 8.1. Assignment by the Corporation. The Corporation’s rights under this Lease 

Agreement, including the right to receive and enforce payment of the Lease Payments to be 
made by the District under this Lease Agreement, have been assigned to the Trustee pursuant 
to the Assignment Agreement. 

 
Section 8.2. Assignment and Subleasing by the District. This Lease Agreement may not 

be assigned by the District. The District may sublease the Property or any portion thereof, but 
only with the written consent of the Corporation and the Owners, subject to, and delivery to 
the Corporation of a certificate as to, all of the following conditions: 

 
(a) This Lease Agreement and the obligation of the District to make Lease Payments 

hereunder shall remain obligations of the District; 
 
(b) The District shall, within thirty (30) days after the delivery thereof, furnish or cause 

to be furnished to the Corporation and the Trustee a true and complete copy of such sublease;  
 
(c) No such sublease by the District shall cause the Property to be used for a purpose 

other than as may be authorized under the provisions of the Constitution and laws of the 
State; and 

 
(d) The District shall furnish the Corporation and the Trustee with a written opinion of 

Bond Counsel, which shall be an Independent Counsel, stating that such sublease does not 
cause the interest components of the Lease Payments to become subject to federal income 
taxes or State personal income taxes. 

 
Notwithstanding the foregoing, the District may sublease the Property to the 

Corporation in connection with a future certificates of participation or lease revenue bond 
financing without the necessity to comply with any of the foregoing conditions, so long as the 
total of the unpaid principal component of the Lease Payments and the principal component 
of the lease payments to be paid with respect to  such future certificates of participation or 
lease revenue bond financing does not exceed the value of the Property. 

 
Section 8.3. Amendment of Lease Agreement. The Corporation and the District may at 

any time amend or modify any of the provisions of this Lease Agreement, but only (i) with the 
prior written consent of the Owners of a majority in aggregate principal amount of the 
Outstanding Certificates, or (ii) without the consent of any of the Owners, but only if such 
amendment or modification is for any one or more of the following purposes: 

 
(i) to add to the covenants and agreements of the District contained in this 

Lease Agreement, other covenants and agreements thereafter to be observed, or to limit 
or surrender any rights or power herein reserved to or conferred upon the District; 

 
(ii) to make such provisions for the purpose of curing any ambiguity, or of 

curing, correcting or supplementing any defective provision contained herein, or in any 
other respect whatsoever as the Corporation and the District may deem necessary or 
desirable, provided that, in the opinion of Bond Counsel, such modifications or 
amendments will not materially adversely affect the interests of the Owners; or 
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(iii) to amend any provision thereof relating to the Code, to any extent 
whatsoever but only if and to the extent such amendment will not adversely affect the 
exclusion from gross income of interest with respect to the Certificates under the Code, 
in the opinion of Bond Counsel. 
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ARTICLE IX 
 

EVENTS OF DEFAULT AND REMEDIES 
 
Section 9.1. Events of Default Defined. The following shall be “events of default” under 

this Lease Agreement and the terms “Events of Default” and “Default” shall mean, whenever 
they are used in this Lease Agreement, any one or more of the following events: 

 
(a) Failure by the District to pay any Lease Payment or other payment required to be 

paid hereunder within five (5) days of the time specified herein. 
 
(b) Failure by the District to observe and perform any covenant, condition or agreement 

on its part to be observed or performed under this Lease Agreement (including failure to 
request appropriation pursuant to Section 4.4(d) hereof) or under the Trust Agreement, other 
than as referred to in clause (a) of this Section 9.1, for a period of thirty (30) days after written 
notice specifying such failure and requesting that it be remedied has been given to the District 
by the Corporation, the Trustee or the Owners of not less than five percent (5%) in aggregate 
principal amount of Certificates then outstanding; provided, however, if the failure stated in the 
notice can be corrected, but not within the applicable period, the Corporation, the Trustee and 
such Owners shall not unreasonably withhold their consent to an extension of such time if 
corrective action is instituted by the District within the applicable period and diligently 
pursued until the default is corrected.  

 
(c) The filing by the District of a voluntary petition in bankruptcy, or failure by the 

District promptly to lift any execution, garnishment or attachment, or adjudication of the 
District as a bankrupt, or assignment by the District for the benefit of creditors, or the entry by 
the District into an agreement of composition with creditors, or the approval by a court of 
competent jurisdiction of a petition applicable to the District in any proceedings instituted 
under the provisions of the Federal Bankruptcy Act, as amended, or under any similar acts 
which may hereafter be enacted. 

 
(d) Any statement, representation or warranty made by the District in or pursuant to 

this Lease Agreement or its execution, delivery or performance shall prove to have been false, 
incorrect, misleading, or breached in any material respect on the date when made. 

 
(e) The District shall abandon any part of the Property. 
 
(f) The assignment or transfer of the District’s interest in this Lease Agreement or the 

Site Lease or any part thereof without the written consent of Trustee, either voluntarily or by 
operation of law or otherwise. 

 
(g) Any court of competent jurisdiction shall find or rule that the Site Lease or this 

Lease Agreement is not a valid or binding agreement of the District.  
 
Section 9.2. Remedies on Default. Whenever any Event of Default has happened and is 

continuing, the Corporation may exercise any and all remedies available under law or granted 
under this Lease Agreement. Each and every covenant hereof to be kept and performed by the 
District is expressly made a condition and upon the breach thereof the Corporation may 
exercise any and all rights granted hereunder; provided, that no termination of this Lease 
Agreement shall be effected either by operation of law or acts of the parties hereto, except only 
in the manner herein expressly provided. Upon the occurrence and during the continuance of 
any Event of Default, the Corporation may exercise any one or more of the following remedies: 
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(a) Acceleration. If an Event of Default occurs and is continuing hereunder, the 

Corporation may, declare all principal components of the unpaid Lease Payments, together 
with accrued interest at the rate or rates specified in the respective Outstanding Certificates 
from the immediately preceding Lease Payment Date on which payment was made, to be 
immediately due and payable, whereupon the same shall become due and payable. 

 
(b) Enforcement of Payments Without Termination. If the Corporation does not elect to 

terminate this Lease Agreement in the manner hereinafter provided for in subparagraph (c) 
hereof, the District agrees to and shall remain liable for the payment of all Lease Payments and 
the performance of all conditions herein contained and shall reimburse the Corporation for any 
deficiency arising out of the re-letting of the Property, or, if the Corporation is unable to re-let 
the Property, then for the full amount of all Lease Payments to the end of the Term of this 
Lease Agreement, but said Lease Payments and/or deficiency shall be payable only at the 
same time and in the same manner as hereinabove provided for the payment of Lease 
Payments hereunder, notwithstanding such entry or re-entry by the Corporation or any suit in 
unlawful detainer, or otherwise, brought by the Corporation for the purpose of effecting such 
re-entry or obtaining possession of the Property or the exercise of any other remedy by the 
Corporation. The District hereby irrevocably appoints the Corporation as the agent and 
attorney-in-fact of the District to enter upon and re-let the Property upon the occurrence and 
continuation of an Event of Default and to remove all personal property whatsoever situated 
upon the Property, to place such property in storage or other suitable place in San Mateo 
County for the account of and at the expense of the District, and the District hereby exempts 
and agrees to save harmless the Corporation from any costs, loss or damage whatsoever 
arising or occasioned by any such entry upon and re-letting of the Property and the removal 
and storage of such property by the Corporation or its duly authorized agents in accordance 
with the provisions herein contained. The District agrees that the terms of this Lease 
Agreement constitute full and sufficient notice of the right of the Corporation to re-let the 
Property in the event of such re-entry without effecting a surrender of this Lease Agreement, 
and further agrees that no acts of the Corporation in effecting such re-letting shall constitute a 
surrender or termination of this Lease Agreement irrespective of the term for which such re-
letting is made or the terms and conditions of such re-letting, or otherwise, but that, on the 
contrary, in the event of such default by the District the right to terminate this Lease 
Agreement shall vest in the Corporation to be effected in the sole and exclusive manner 
hereinafter provided for in subparagraph (c) hereof. The District agrees to surrender and quit 
possession of the Property upon demand of the Corporation for the purpose of enabling the 
Property to be re-let under this paragraph. Any rental obtained by the Corporation in excess of 
the sum of Lease Payments plus costs and expenses incurred by the Corporation for its 
services in re-letting the Property shall be paid to the District. 

 
(c) Termination of Lease. If an Event of Default occurs and is continuing hereunder, the 

Corporation at its option may terminate this Lease Agreement and re-let all or any portion of 
the Property, subject to the Site Lease. If the Corporation terminates this Lease Agreement at 
its option and in the manner hereinafter provided due to a default by the District (and 
notwithstanding any re-entry upon the Property by the Corporation in any manner whatsoever 
or the re-letting of the Property), the District nevertheless agrees to pay to the Corporation all 
costs, loss or damages howsoever arising or occurring payable at the same time and in the 
same manner as is herein provided in the case of payment of Lease Payments and Additional 
Payments. Any surplus received by the Corporation from such re-letting shall be applied by 
the Corporation to Lease Payments due under this Lease Agreement. Neither notice to pay rent 
or to deliver up possession of the premises given under law nor any proceeding in unlawful 
detainer taken by the Corporation shall of itself operate to terminate this Lease Agreement, 
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and no termination of this Lease Agreement on account of default by the District shall be or 
become effective by operation of law, or otherwise, unless and until the Corporation shall have 
given written notice to the District of the election on the part of the Corporation to terminate 
this Lease Agreement. The District covenants and agrees that no surrender of the Property, or 
of the remainder of the Term hereof or any termination of this Lease Agreement shall be valid 
in any manner or for any purpose whatsoever unless stated or accepted by the Corporation by 
such written notice. 

 
(d) Proceedings at Law or In Equity. If an Event of Default occurs and continues 

hereunder, the Corporation may take whatever action at law or in equity may appear 
necessary or desirable to collect the amounts then due and thereafter to become due hereunder 
or to enforce any other of its rights hereunder. 

 
(e) Remedies under the Site Lease. If an Event of Default occurs and continues hereunder, 

the Corporation may exercise its rights under the Site Lease. 
 
Section 9.3. No Remedy Exclusive. No remedy herein is intended to be exclusive and 

every such remedy shall be cumulative and shall be in addition to every other remedy given 
under this Lease Agreement now or hereafter existing at law or in equity. No delay or omission 
to exercise any right or power accruing upon any default shall impair any such right or power 
or shall be construed to be a waiver thereof, but any such right and power may be exercised 
from time to time and as often as may be deemed expedient. In order to entitle the 
Corporation to exercise any remedy reserved to it in this Article IX it shall not be necessary to 
give any notice, other than such notice as may be required in this Article IX or by law. 

 
Section 9.4. Agreement to Pay Attorneys’ Fees and Expenses. In the event either party 

to this Lease Agreement should default under any of the provisions hereof and the 
nondefaulting party should employ attorneys or incur other expenses for the collection of 
moneys or the enforcement or performance or observance of any obligation or agreement on the 
part of the defaulting party herein contained, the defaulting party agrees that it will on 
demand therefor pay to the nondefaulting party the reasonable fees of such attorneys and such 
other expenses so incurred by the nondefaulting party; provided, however, that the Trustee shall 
not be required to expend its own funds for any payment described in this Section 9.4. 

 
Section 9.5. No Additional Waiver Implied by One Waiver. In the event any agreement 

contained in this Lease Agreement should be breached by either party and thereafter waived by 
the other party, such waiver shall be limited to the particular breach so waived and shall not be 
deemed to waive any other breach hereunder. 

 
Section 9.6. Application of Proceeds. All net proceeds received from the re-lease or 

other disposition of the Property under this Article IX, and all other amounts derived by the 
Corporation or the Trustee as a result of an Event of Default hereunder, shall be transferred to 
the Trustee promptly upon receipt thereof and after payment of all fees and expenses of the 
Trustee, including indemnifications and attorneys fees, shall be deposited by the Trustee in the 
Lease Payment Fund to be applied to the Lease Payments in order of payment date. 

 
Section 9.7. Trustee and Certificate Owners to Exercise Rights. Such rights and 

remedies as are given to the Corporation under this Article IX have been assigned by the 
Corporation to the Trustee under the Assignment Agreement, to which assignment the District 
hereby consents. Such rights and remedies shall be exercised by the Trustee and the Owners of 
the Certificates as provided in the Trust Agreement and herein. 

 



 

-23- 

Section 9.8. No Right to Terminate for Corporation Default. The District shall not have 
the right to terminate this Lease Agreement as a remedy for a default by the Corporation in the 
performance of its obligations hereunder. 
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ARTICLE X 
 

PREPAYMENT OF LEASE PAYMENTS 
 
Section 10.1. Prepayment Option. The Corporation hereby grants an option to the 

District to prepay the principal component of the Lease Payments in full, by paying the 
aggregate unpaid principal components of the Lease Payments as set forth in Exhibit C hereto, 
or in part, in a prepayment amount equal to the principal amount of Lease Payments to be 
prepaid, together with accrued interest to the date fixed for prepayment, plus or minus any 
Prepayment Fees. 
 

Said option shall be exercised by the District by giving written notice to the Corporation 
and the Trustee of the exercise of such option at least forty-five (45) days prior to said 
prepayment date. In the event of prepayment in part, the partial prepayment shall be applied 
against Lease Payments in inverse order of payment date. Lease Payments due after any such 
partial prepayment shall be in the amounts set forth in a revised Lease Payment schedule 
which shall be provided by, or caused to be provided by, the District to the Trustee and which 
shall represent an adjustment to the schedule set forth in Exhibit C attached hereto taking into 
account said partial prepayment. The Trustee agrees to notify the Corporation in the event of 
any prepayment of Lease Payments. 

 
Section 10.2. Mandatory Prepayment From Net Proceeds of Insurance, Title Insurance 

or Eminent Domain. The District shall be obligated to prepay the Lease Payments, in whole on 
any date or in part on any Lease Payment Date, from and to the extent of any Net Proceeds of 
an insurance, title insurance or condemnation award with respect to the Property theretofore 
deposited in the Lease Payment Fund for such purpose pursuant to Article VI hereof and 
Article VII of the Trust Agreement. The District and the Corporation hereby agree that such 
Net Proceeds shall be applied first to the payment of any delinquent Lease Payments, and 
thereafter shall be credited towards the District’s obligations under this Section 10.3. Lease 
Payments due after any such partial prepayment shall be in the amounts set forth in a revised 
Lease Payment schedule which shall be provided by, or caused to be provided by, the District 
to the Trustee and which shall represent an adjustment to the schedule set forth in Exhibit C 
attached hereto taking into account said partial prepayment. 

 
Section 10.3. Credit for Amounts on Deposit. In the event of prepayment of the 

principal components of the Lease Payments in full under this Article X, such that the Trust 
Agreement shall be discharged by its terms as a result of such prepayment, remaining 
amounts on deposit in the Lease Payment Fund shall be credited towards the amounts then 
required to be so prepaid. 
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ARTICLE XI 
 

MISCELLANEOUS 
 
Section 11.1. Notices. All notices, certificates or other communications hereunder shall 

be sufficiently given and shall be deemed to have been received 48 hours after deposit in the 
United States mail in first-class form with postage fully prepaid: 

 
If to the Corporation: Peninsula Health Care District Financing Corporation 
 c/o Peninsula Health care District 
 1600 Trousdale Drive, Suite 1210 
 Burlingame, CA 94010 
 Attention: Chief Executive Officer 
 Phone: (650) 697-6900 
 Fax: (650) 652-9374 
 
If to the District: Peninsula Health Care District 
 1600 Trousdale Drive, Suite 1210 
 Burlingame, CA 94010 
 Attention: Chief Executive Officer 
 Phone: (650) 697-6900 
 Fax: (650) 652-9374 
 
If to the Trustee: U.S. Bank National Association 
 One California Street, Suite 1000 
 San Francisco, CA 94111 
 Attention: Global Corporate Trust Services 
 Phone: (415) 677-3593 
 Fax: (415) 677-3769 
 
The Corporation, the District and the Trustee, by notice given hereunder, may designate 

different addresses to which subsequent notices, certificates or other communications will be 
sent. 

 
Section 11.2. Binding Effect. This Lease Agreement shall inure to the benefit of and shall 

be binding upon the Corporation and the District and their respective successors and assigns. 
 
Section 11.3. Severability. In the event any provision of this Lease Agreement shall be 

held invalid or unenforceable by any court of competent jurisdiction, such holding shall not 
invalidate or render unenforceable any other provision hereof. 

 
Section 11.4. Net-net-net Lease. This Lease Agreement shall be deemed and construed 

to be a “net-net-net lease” and the District hereby agrees that the Lease Payments shall be an 
absolute net return to the Corporation, free and clear of any expenses, charges or set-offs 
whatsoever. 

 
Section 11.5. Further Assurances and Corrective Instruments. The Corporation and the 

District agree that they will, from time to time, execute, acknowledge and deliver, or cause to 
be executed, acknowledged and delivered, such supplements hereto and such further 
instruments as may reasonably be required for correcting any inadequate or incorrect 
description of the Property hereby leased or intended so to be or for carrying out the expressed 
intentions of this Lease Agreement. 
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Section 11.6. Execution in Counterparts. This Lease Agreement may be executed in 
several counterparts, each of which shall be an original and all of which shall constitute but one 
and the same instrument. 

 
Section 11.7. Applicable Law. This Lease Agreement shall be governed by and 

construed in accordance with the laws of the State. 
 
Section 11.8. Corporation and District Representatives. Whenever under the provisions 

of this Lease Agreement the approval of the Corporation or the District is required, or the 
Corporation or the District is required to take some action at the request of the other, such 
approval or such request shall be given for the Corporation by a Corporation Representative 
and for the District by a District Representative, and each party hereto shall be authorized to 
rely upon any such approval or request. 

 
Section 11.9. Captions. The captions or headings in this Lease Agreement are for 

convenience only and in no way define, limit or describe the scope or intent of any provisions or 
section of this Lease Agreement. 



IN WITNESS WHEREOF, the Corporation has caused this Lease Agreement to be 
executed in its corporate name by its duly authorized officers; and the District has caused this 
Lease Agreement to be executed in its name by its duly authorized officers, as of the date first 
above written. 

Attest: 

B 

Attest: 

PENINSULA HEALTH CARE DISTRICT 
FINANCING CORPORATION 

PENINSULA HEALTH CARE DISTRICT 
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EXHIBIT A 
 

DESCRIPTION OF THE SITE 
 
 

THE LAND REFERRED TO HEREIN BELOW IS SITUATED IN THE CITY OF BURLINGAME, COUNTY 
OF SAN MATEO, STATE OF CALIFORNIA AND IS DESCRIBED AS FOLLOWS: 
 
Parcel One: 
 
CITY OF BURLINGAME PORTION OF BLOCK 7, AS DELINEATED UPON THAT CERTAIN MAP 
ENTITLED, "MILLS ESTATE NO. 3, BURLINGAME, SAN MATEO COUNTY, CALIFORNIA", FILED FOR 
RECORD IN THE OFFICE OF THE RECORDER OF THE COUNTY OF SAN MATEO, STATE OF 
CALIFORNIA, ON JUNE 21ST, 1954, IN BOOK 39 OF MAPS, AT PAGES 13, 14 AND 15, MORE 
PARTICULARLY DESCRIBED AS FOLLOWS: 
 
BEGINNING AT A POINT ON THE SOUTHWESTERLY LINE OF MAGNOLIA AVENUE, SAID POINT 
BEING THE MOST NORTHERLY END OF A CURVE FORMING THE INTERSECTION OF THE 
NORTHWESTERLY LINE OF TROUSDALE DRIVE AND THE SOUTHWESTERLY LINE OF MAGNOLIA 
AVENUE, AS SAID DRIVE AND AVENUE ARE SHOWN ON THE ABOVE MENTIONED MAP; THENCE 
FROM SAID POINT OF BEGINNING, NORTHWESTERLY ALONG THE SOUTHWESTERLY LINE OF 
MAGNOLIA AVENUE, NORTH 45° 49' 09" WEST, 149.06 FEET;THENCE LEAVING SAID 
SOUTHWESTERLY LINE OF MAGNOLIA AVENUE, SOUTH 44° 10' 51" WEST, 248.91 FEET; THENCE 
SOUTH 45° 49' 09" EAST, 182.68 FEET TO A POINT ON THE NORTHWESTERLY LINE OF SAID 
TROUSDALE DRIVE; THENCE NORTHEASTERLY ALONG THE NORTHWESTERLY LINE OF 
TROUSDALE DRIVE, NORTH 40° 47' 06" EAST, 230.50 FEET; THENCE ON THE ARC OF A CURVE TO 
THE LEFT, TANGENT TO THE PRECEDING COURSE, HAVING A RADIUS OF 20.00 FEET AND A 
CENTRAL ANGLE OF 86° 36' 15", AN ARC LENGTH OF 30.23 FEET TO THE POINT OF BEGINNING. 
 
BEING THE LAND,EXCEPTING THEREFROM ALL BUILDINGS, IMPROVEMENTS AND STRUCTURE 
LOCATED ON SAID LAND, AS EXISTED THEREON AS OF AUGUST 31, 1983. SUCH BUILDINGS, 
IMPROVEMENTS AND STRUCTURES ARE AND SHALL REMAIN REAL PROPERTY. 
 
ASSESSOR'S PARCEL NO. 025-121-031 JOINT PLANT NO.025-012-121-03A 
 
Parcel Two: 
 
ALL BUILDINGS, IMPROVEMENTS AND STRUCTURES WHICH EXISTED AS OF AUGUST 31, 1983, 
SITUATED ON A PORTION OF BLOCK 7, AS SHOWN ON THAT CERTAIN MAP ENTITLED, "MILLS 
ESTATE NO. 3, BURLINGAME, SAN MATEO COUNTY, CALIFORNIA", FILED IN THE OFFICE OF THE 
COUNTY RECORDER OF SAN MATEO COUNTY, STATE OF CALIFORNIA, ON JUNE 21, 1954, IN 
BOOK 39 OF MAPS, AT PAGES 13, 14 AND 15, MORE PARTICULARLY DESCRIBED AS FOLLOWS: 
 
BEGINNING AT A POINT ON THE SOUTHWESTERLY LINE OF MAGNOLIA AVENUE, SAID POINT 
BEING THE MOST NORTHERLY END OF A CURVE FORMING THE INTERSECTION OF THE 
NORTHWESTERLY LINE OF TROUSDALE DRIVE AND THE SOUTHWESTERLY LINE OF MAGNOLIA 
AVENUE, AS SAID DRIVE AND AVENUE ARE SHOWN ON THE ABOVE MENTIONED MAP; THENCE 
FROM SAID POINT OF BEGINNING, NORTHWESTERLY ALONG THE SOUTHWESTERLY LINE OF 
MAGNOLIA AVENUE, NORTH 45° 49' 09" WEST, 149.06 FEET; THENCE LEAVING SAID 
SOUTHWESTERLY LINE OF MAGNOLIA AVENUE, 44° 10' 51" WEST, 248.91 FEET; THENCE SOUTH 45° 
49' 09" EAST, 182.68 FEET TO A POINT NO THE NORTHWESTERLY LINE OF TROUSDALE DRIVE; 
THENCE NORTHEASTERLY ALONG THE NORTHWESTERLY LINE OF TROUSDALE DRIVE, NORTH 
40° 47' 06" EAST, 230.50 FEET; THENCE ON THE ARC OF A CURVE TO THE LEFT, TANGENT TO THE 
PRECEDING COURSE HAVING A RADIUS OF 20.00 FEET AND A CENTRAL  ANGLE OF 86° 36' 15", 
AN ARC LENGTH OF 30.23 FEET TO THE POINT OF BEGINNING. 
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ASSESSOR'S PARCEL NO. 025-121-032 



 

Appendix B 

EXHIBIT B 
 

DESCRIPTION OF THE FACILITY 
 
 
The Facility consists of a memory care and assisted living facility to be constructed on the Site. The 

plan for the Facility assumes an approximately 50% lot coverage of under 22,000 square feet on the 
approximately 44,000 square foot site for the Facility. The Facility is to feature five full above grade levels 
with a partial sixth floor level. The first floor level, which is approximately 21,280 square feet, is planned to 
contain a common dining and kitchen facility, lobby, library, bank, learning center, exam rooms, post office, 
café, a fitness center, and administrative offices. The ground level will also feature an outdoor area of over 
approximately 7,000 square feet of space. The outdoor space will provide additional areas to the dining, 
library and fitness center, each of which will open to the central court area. Floor levels 2, 4, 5, and 6 will 
house the assisted living residents where floor level 3 is planned to house the memory care residents. A 
large outdoor balcony on level 3 will provide a secure outdoor environment for its residents. The gross area 
of the above grade spaces is approximately 122,000 square feet. The District plans to provide 101 assisted 
living units and 23 memory care units totaling 124 units; 

 
The Facility will be owned by the District but will be operated by Eskaton Properties, Incorporated, 

a nonprofit provider, operator and owner of all levels of senior care from skilled nursing to independent 
living. 
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EXHIBIT C 
 

SCHEDULE OF LEASE PAYMENTS 
 
 

Lease    Total 
Payment Principal Principal Interest Lease 
Date (1) Advanced Component Component (2) Payment 

2/4/2014 $  2,990,000 — — — 
5/1/2014 1,540,000 — — — 

7/15/2014 4,445,000 — $ 72,209.01 $    72,209.01 
11/1/2014 5,660,000 — — — 
1/15/2015 25,365,000 — 230,787.75 230,787.75 
7/15/2015 — —  782,000.00   782,000.00  
1/15/2016 — —  782,000.00   782,000.00  
7/15/2016 — —  782,000.00   782,000.00  
1/15/2017 — $  525,000   782,000.00   1,307,000.00  
7/15/2017 — —  771,736.25   771,736.25  
1/15/2018 —  1,000,000   771,736.25   1,771,736.25  
7/15/2018 — —  752,186.25   752,186.25  
1/15/2019 —  1,040,000   752,186.25   1,792,186.25  
7/15/2019 — —  731,854.25   731,854.25  
1/15/2020 —  1,085,000   731,854.25   1,816,854.25  
7/15/2020 — —  710,642.50   710,642.50  
1/15/2021 —  1,130,000   710,642.50   1,840,642.50  
7/15/2021 — —  688,551.00   688,551.00  
1/15/2022 —  1,180,000   688,551.00   1,868,551.00  
7/15/2022 — —  665,482.00   665,482.00  
1/15/2023 —  1,225,000   665,482.00   1,890,482.00  
7/15/2023 — —  641,533.25   641,533.25  
1/15/2024 —  1,275,000   641,533.25   1,916,533.25  
7/15/2024 — —  616,607.00   616,607.00  
1/15/2025 —  1,325,000   616,607.00   1,941,607.00  
7/15/2025 — —  590,703.25   590,703.25  
1/15/2026 —  1,380,000   590,703.25   1,970,703.25  
7/15/2026 — —  563,724.25   563,724.25  
1/15/2027 —  1,435,000   563,724.25   1,998,724.25  
7/15/2027 — —  535,670.00   535,670.00  
1/15/2028 —  1,495,000   535,670.00   2,030,670.00  
7/15/2028 — —  506,442.75   506,442.75  
1/15/2029 —  1,555,000   506,442.75   2,061,442.75  
7/15/2029 — —  476,042.50   476,042.50  
1/15/2030 —  1,620,000   476,042.50   2,096,042.50  
7/15/2030 — —  444,371.50   444,371.50  
1/15/2031 —  1,685,000   444,371.50   2,129,371.50  
7/15/2031 — —  411,429.75   411,429.75  
1/15/2032 —  1,750,000   411,429.75   2,161,429.75  
7/15/2032 — —  377,217.25   377,217.25  
1/15/2033 —  1,825,000   377,217.25   2,202,217.25  
7/15/2033 — —  341,538.50   341,538.50  
1/15/2034 —  17,470,000   341,538.50  17,741,538.50 

    
(1) The 2/4, 5/1 and 11/1 principal advancement dates are not Lease Payment Dates. 
(2) Interest with respect to the Certificates will accrue on the principal amounts advanced beginning on the date of 

advancement. 
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TRUST AGREEMENT 
 
 
THIS TRUST AGREEMENT, dated as of February 1, 2014, by and among U.S. BANK 

NATIONAL ASSOCIATION, a national banking association organized and existing under the 
laws of the United States of America, as trustee (the “Trustee”), the PENINSULA HEALTH 
CARE DISTRICT FINANCING CORPORATION, a nonprofit, public benefit corporation 
organized and existing under the laws of the State of California (the “Corporation”), and the 
PENINSULA HEALTH CARE DISTRICT, a health care district, organized and existing under 
the laws of the State of California (the “District”); 

 
W I T N E S S E T H :  

 
WHEREAS, the District and the Corporation have entered into a lease agreement, dated 

as of the date hereof (the “Lease Agreement”), whereby the Corporation has agreed to lease 
certain real property and improvements (collectively, the “Property”) to the District and the 
District has agreed to lease the Property from the Corporation; 

 
WHEREAS, for the purpose of obtaining the moneys required to be deposited by it with 

the Trustee all for the purpose of enabling the District to finance the construction and 
equipping of a memory care and assisted living facility (the “Facility”), the Corporation 
proposes to assign and transfer certain of its rights under the Lease Agreement to the Trustee, 
and the Trustee has agreed to execute and deliver certificates of participation, each evidencing 
a direct, fractional interest in lease payments made by the District under the Lease Agreement 
(the “Certificates”); and 

 
WHEREAS, the proceeds of the Certificates, together with other available moneys, will 

be applied by the District to (a) finance the construction and equipping of the Facility, (b) fund 
capitalized interest with respect to the Certificates through August 1, 2016, and (c) pay 
delivery costs incurred in connection with the execution, delivery and sale of the Certificates; 

 
NOW, THEREFORE, in consideration of the premises and the mutual covenants 

contained herein, the parties hereto hereby agree as follows: 



-2- 

ARTICLE I 
 

DEFINITIONS 
 
 
Section 1.01. Definitions. The terms defined in Exhibit A attached hereto and by this 

reference incorporated herein, as used and capitalized herein, shall, for all purposes of this 
Trust Agreement, have the meanings ascribed to them in said Exhibit A unless the context 
clearly requires some other meaning. 

 
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 Trust Agreement, and has 
taken all actions necessary to authorize the execution of this Trust Agreement by the officers 
and persons signing it. 

 
Section 1.03. Exhibits. The following exhibits are attached to, and by reference made a 

part of, this Trust Agreement: 
 
EXHIBIT A: DEFINITIONS 
 
EXHIBIT B: FORM OF THE CERTIFICATES 
 
EXHIBIT C: FORM OF INVESTOR’S LETTER 
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ARTICLE II 
 

THE CERTIFICATES OF PARTICIPATION 
 
 
Section 2.01. Authorization. The Trustee is hereby authorized and directed upon 

written request from the Corporation to execute and deliver, to the Owner identified in such 
written request, Certificates in an aggregate principal amount of forty million dollars 
($40,000,000) evidencing direct, undivided fractional interests of the Owners thereof in the 
Lease Payments. 

 
Section 2.02. Date; Payment of Interest. Each Certificate shall be dated as of the 

Closing Date. Interest with respect thereto shall be payable from the Interest Payment Date 
next preceding the date of execution thereof, unless: (i) it is executed as of an Interest Payment 
Date, in which event interest with respect thereto shall be payable from such Interest Payment 
Date; or (ii) it is executed after a Regular Record Date and before the following Interest 
Payment Date, in which event interest with respect thereto shall be payable from such Interest 
Payment Date; or (iii) it is executed on or before July 15, 2014, in which event interest with 
respect thereto shall be payable from the Closing Date; provided, however, that if, as of the date 
of execution of any Certificate, interest is in default with respect to any Outstanding 
Certificates, interest represented by such Certificate shall be payable from the Interest Payment 
Date to which interest has previously been paid or made available for payment with respect to 
the Outstanding Certificates. Payment of defaulted interest shall be paid by check mailed to 
the Owners as of a special record date to be fixed by the Trustee in its sole discretion, notice of 
which shall be given to the Owners not less than ten (10) days prior to such special record date. 

 
Section 2.03. Maturity; Interest Rate. The Certificates shall mature on February 1, 2034, 

and interest with respect to the Certificates shall be computed at the rate of 3.91% per annum. 
Beginning on the Taxable Date, interest with respect to the Certificates shall be computed at 
the Default Rate. The outstanding principal amount of the Certificates, as of any date of 
calculation, shall be an amount equal to the aggregate of the purchase price of the Certificates 
advanced from time to time by the owner of the Certificates (which principal amount shall be, 
on the Closing Date, equal to the amount of the Initial Disbursement), less any portion of such 
principal amount theretofore repaid. Interest with respect to the Certificates will accrue on the 
amounts disbursed, beginning on the date of disbursement, as set forth in Section 2.07(d). 

 
Section 2.04. Interest. Interest represented by the Certificates shall be payable on each 

Interest Payment Date to and including the date of maturity or redemption, whichever is 
earlier, as provided in Section 2.10 hereof. Said interest shall represent the portion of Lease 
Payments designated as interest and coming due during the six-month period preceding each 
Interest Payment Date. The portion of Lease Payments designated as interest with respect to 
any Certificate shall be computed by multiplying the portion of Lease Payments designated as 
principal with respect to such Certificate by the rate of interest applicable to such Certificate 
(on the basis of a 360-day year of twelve 30-day months). 

 
Section 2.05. Forms. The Certificates shall be delivered in the form of one fully 

registered Certificate without coupons in the denomination of $1,000,000 or any integral 
multiple of $5,000 in excess thereof. The Certificates shall be substantially in the form set forth 
in Exhibit B attached hereto and by this reference incorporated herein. 

 
Section 2.06. Execution. The Certificates shall be executed by and in the name of the 

Trustee by the manual signature of an authorized officer or signatory of the Trustee. If any 
officer or signatory whose signature appears on any Certificate ceases to be such officer or 
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signatory before the date of delivery of said Certificate, such signature shall nevertheless be as 
effective as if the officer or signatory had remained in office until such date. 

 
Section 2.07. Application of Proceeds and Other Moneys.  
 
(a) Application of Proceeds. The Initial Disbursement received by the Trustee from the 

sale of the Certificates in the aggregate amount of $2,990,000.00, shall forthwith be deposited 
by the Trustee in the following respective funds: 

 
(i) The Trustee shall deposit in the Project Fund an amount equal to 

$2,355,000.00; and 
 
(ii) The Trustee shall deposit in the Delivery Costs Fund an amount equal to 

$635,000.00. 
 
(b) Application of District Equity Contribution. The equity contribution of the District in 

the amount of $2,648,996.76, being capitalized interest with respect to the Certificates through 
August 1, 2016, received by the Trustee shall forthwith be deposited by the Trustee in the 
Lease Payment Fund. 

 
(c) Temporary Funds or Accounts. The Trustee may establish a temporary fund or 

account in its records to facilitate such deposits. 
 
(d) Disbursements. The following advances shall be received by the Trustee from the 

Owner shall be deposited in the Project Fund: 
 

Date of Disbursement Amount of Disbursement 
Closing Date $ 2,990,000.00 
May 1, 2014 1,540,000.00 

August 1, 2014 4,445,000.00 
November 1, 2014 5,660,000.00 
February 1, 2015 25,365,000.00 

 
Section 2.08. Transfer.  
 
(a) The registration of the Certificates may, in accordance with their terms, be 

transferred in whole or in part, upon the Registration Books by the person in whose name it is 
registered, in person or by his attorney duly authorized in writing upon surrender of the 
Certificates for cancellation at the Principal Corporate Trust Office, accompanied by delivery 
of a written instrument of transfer in a form approved by the Trustee, duly executed. 
Whenever the Certificates shall be surrendered for registration of transfer, the Trustee shall 
execute and deliver a Certificate for like aggregate principal amount. The District shall pay any 
costs of the Trustee incurred in connection with such transfer, except that the Trustee may 
require the payment by the Certificate Owner requesting such transfer of any tax or other 
governmental charge required to be paid with respect to such transfer. The Trustee shall not be 
required to transfer (i) the Certificates during the period between the date fifteen (15) days 
prior to the date of selection of Certificates for redemption and such date of selection, or (ii) 
any Certificates selected for redemption. 

 
(b) Ownership of the Certificates may be transferred in whole only to a person that the 

Owner reasonably believes is either: 
 

(i) a qualified institutional buyer within the meaning of Rule 144A promulgated 
under the Securities Act of 1933, as amended, 
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(ii) an accredited investor as defined in Section 501(a)(1), (2), (3) or (7) of 

Regulation D promulgated under the Securities Act of 1933, as amended, or 
 
(iii) a trust, partnership, custodial arrangement or similar entity, interests in 

which are offered and sold in a private placement or limited offering only to qualified 
institutional buyers or accredited investors; 

 
in each case that executes and delivers to the Trustee an investor letter in substantially the 
form attached hereto as Exhibit C; provided, however, if transferred in part, such transfer shall 
not be to more than 35 transferees and in amounts less than $1,000,000. 

 
Section 2.09. Certificates Mutilated, Lost, Destroyed or Stolen. If any Certificate shall 

become mutilated, the Trustee, at the expense of the Owner of said Certificate, shall execute 
and deliver a new Certificate of like tenor, maturity and amount in exchange and substitution 
for the Certificate so mutilated, but only upon surrender to the Trustee of the Certificate so 
mutilated. Every mutilated Certificate so surrendered to the Trustee shall be canceled by it and 
destroyed with a certificate of destruction furnished to the District. If any Certificate shall be 
lost, destroyed or stolen, evidence of such loss, destruction or theft shall be submitted to the 
Trustee, and, if such evidence is satisfactory to the Trustee and if an indemnity satisfactory to 
the Trustee shall be given, the Trustee, at the expense of the Certificate Owner, shall execute 
and deliver a new Certificate of like tenor, maturity and amount and numbered as the Trustee 
shall determine in lieu of and in substitution for the Certificate so lost, destroyed or stolen. The 
Trustee may require payment by the District of the expenses which may be incurred by the 
Trustee in carrying out the duties under this Section 2.09. Any Certificate executed and 
delivered under the provisions of this Section 2.09 in lieu of any Certificate alleged to be lost, 
destroyed or stolen shall be equally and fractionally entitled to the benefits of this Trust 
Agreement with all other Certificates secured by this Trust Agreement. The Trustee shall not be 
required to treat both the original Certificate and any replacement Certificate as being 
Outstanding for the purpose of determining the principal amount of Certificates which may be 
executed and delivered hereunder or for the purpose of determining any percentage of 
Certificates Outstanding hereunder, but both the original and replacement Certificate shall be 
treated as one and the same. Notwithstanding any other provision of this Section 2.09, in lieu 
of delivering a new Certificate to replace a Certificate which has been mutilated, lost, 
destroyed or stolen, and which has matured or has been called for redemption or is about to be 
called for redemption, the Trustee may make payment with respect to such Certificate upon 
receipt of the aforementioned indemnity. 

 
Section 2.10. Payment. Payment of interest due with respect to any Certificate on any 

Interest Payment Date shall be made to the person appearing on the Registration Books as the 
Owner thereof as of the Regular Record Date immediately preceding such Interest Payment 
Date, such interest to be paid by check mailed on the Interest Payment Date by first class mail 
to such Owner at his address as it appears on the Registration Books as of such Regular 
Record Date or, upon written request filed with the Trustee prior to the Regular Record Date 
by an Owner of at least $1,000,000 in aggregate principal amount of Certificates, by wire 
transfer in immediately available funds to an account in the United States designated by such 
Owner in such written request. Any such written request shall remain in effect until rescinded 
in writing by the Owner. The principal and redemption price with respect to the Certificates at 
maturity or upon prior redemption shall be payable by the Trustee to the Owner or Owner of 
applicable Certificates in accordance with payment instructions on file with the Trustee.. 

 
Section 2.11. Execution of Documents and Proof of Ownership. Any request, direction, 

consent, revocation of consent, or other instrument in writing required or permitted by this 
Trust Agreement to be signed or executed by Certificate Owners may be in any number of 
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concurrent instruments of similar tenor, and may be signed or executed by such Owners in 
person or by their attorneys or agents appointed by an instrument in writing for that purpose, 
or by any bank, trust company or other depository for such Certificates. Proof of the execution 
of any such instrument, or of any instrument appointing any such attorney or agent, and of the 
ownership of Certificates shall be sufficient for any purpose of this Trust Agreement (except as 
otherwise herein provided), if made in the following manner: 

 
(a) The fact and date of the execution by any Owner or his attorney or agent of any 

such instrument and of any instrument appointing any such attorney or agent, may be proved 
by a certificate, which need not be acknowledged or verified, of an officer of any bank or trust 
company located within the United States of America, or of any notary public, or other officer 
authorized to take acknowledgments of deeds to be recorded in such jurisdictions, stating that 
the persons signing such instruments acknowledged before him the execution thereof. Where 
any such instrument is executed by an officer of a corporation or association or a member of a 
partnership on behalf of such corporation, association or partnership, such certificate shall also 
constitute sufficient proof of his authority. 

 
(b) The fact of the ownership of Certificates by any person and the amount, the 

maturity and the numbers of such Certificates and the date of his holding the same shall be 
proved by the Registration Books. 

 
Any request or consent of the Owner of any Certificate shall bind every future Owner of 

the same Certificate in respect of anything done or suffered to be done by the Trustee pursuant 
to such request or consent. 

 
Section 2.12. Registration Books. The Trustee shall keep or cause to be kept, at its 

Principal Corporate Trust Office, sufficient records for the registration and registration of 
transfer of the Certificates, which shall at all reasonable times be open to inspection by the 
District and the Corporation during regular business hours on any Business Day with 
reasonable prior notice; 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 the Registration Books, Certificates as hereinbefore provided. 
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ARTICLE III 
 

ESTABLISHMENT AND DISBURSEMENT OF PROJECT FUND; 
ESTABLISHMENT AND DISBURSEMENT OF DELIVERY COSTS FUND 

 
 
Section 3.01. Project Fund. The Trustee shall establish a special fund designated as the 

“Project Fund;” shall keep such fund separate and apart from all other funds and moneys 
held by it; and shall administer such fund as provided herein. There shall be deposited in the 
Project Fund from the proceeds of the Certificates the amount required to be deposited therein 
pursuant to Section 2.07(a) hereof, together with any other amounts from time to time 
deposited with the Trustee for such purpose as may be identified in writing to the Trustee. 

 
Section 3.02. Payment of Project Costs. Amounts in the Project Fund shall be disbursed 

for Project Costs. Disbursements from the Project Fund shall be made by the Trustee upon 
receipt of a sequentially numbered requisition requesting disbursement executed by a District 
Representative. Each such requisition shall: 

 
(a) set forth the amounts to be disbursed for payment or reimbursement of previous 

payments of Project Costs and the person or persons to whom said amounts are to be 
disbursed; 

 
(b) state that the amounts to be disbursed constitute Project Costs, that said amounts 

are required to be disbursed pursuant to a contract entered into therefor by or on behalf of the 
District, or were necessarily and reasonably incurred, and that said amounts are not being paid 
in advance of the time, if any, fixed for payment; 

 
(c) state that no amount set forth in the requisition was included in any requisition 

requesting disbursement previously filed with the Trustee pursuant to this Section 3.02; and 
 
(d) state that there has been compliance with Section 5.10 of the Lease Agreement 

relating to the private use limitation and the private loan limitation. 
 
The Trustee shall be responsible for the safekeeping and investment (in accordance with 

Section 8.02 hereof) of the moneys held in the Project Fund and the payment thereof in 
accordance with this Section 3.02, but the Trustee shall not be responsible for the truth or 
accuracy of such requisitions, may rely conclusively thereon and shall be under no duty to 
investigate or verify any statements made therein. 

 
Section 3.03. Delivery Costs Fund. The Trustee shall establish a special fund designated 

as the “Delivery Costs Fund;” shall keep such fund separate and apart from all other funds 
and moneys held by it; and shall administer such fund as provided herein. There shall be 
deposited in the Delivery Costs Fund the proceeds of sale of the Certificates required to be 
deposited therein pursuant to Section 2.07(a) hereof and any other funds from time to time 
deposited with the Trustee for such purpose and identified in writing to the Trustee. 

 
Section 3.04. Payment of Delivery Costs. The moneys in the Delivery Costs Fund shall 

be disbursed by the Trustee to pay the Delivery Costs. 
 
(a) The Trustee shall disburse moneys in the Delivery Costs Fund only upon a receipt of 

a sequentially numbered requisition, signed by a District Representative, setting forth the 
amounts to be disbursed for payment or reimbursement of Delivery Costs and the name and 
address of the person or persons to whom said amounts are to be disbursed, stating that the 
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amounts to be disbursed are for Delivery Costs properly chargeable to the Delivery Costs 
Fund. 

 
(b) The Trustee shall be responsible for the safekeeping and investment (in accordance 

with Section 8.02 hereof) of the moneys held in the Delivery Costs Fund and the payment 
thereof in accordance with this Section 3.04, but the Trustee shall not be responsible for the 
truth or accuracy of such requisitions, may rely conclusively thereon and shall be under no 
duty to investigate or verify any statements made therein. 

 
(c) Upon written notice from a District Representative that all Delivery Costs have been 

paid, but in no event later than May 1, 2014, the Trustee shall transfer any moneys then 
remaining in the Delivery Costs Fund to the Project Fund and applied for the purposes of such 
fund, the Delivery Costs Fund shall be closed, the Trustee shall no longer be obligated to make 
payments for Delivery Costs and all further Delivery Costs shall be paid by the District.  

 
Section 3.05. Transfers of Unexpended Proceeds. The Trustee is hereby directed that all 

unexpended moneys remaining in the Project Fund and not identified in writing by a District 
Representative to be required for payment of Project Costs or other capital improvements 
shall, on the Completion Date and following receipt by the Trustee of a Certificate of 
Completion, be transferred to the Lease Payment Fund and applied to pay the Lease 
Payments as the same become due and payable and the Project Fund shall be closed. 
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ARTICLE IV 
 

REDEMPTION OF CERTIFICATES 
 
 
Section 4.01. Redemption. 
 
(a) Optional Redemption. The Certificates are subject to optional redemption prior to 

maturity from the proceeds of the optional prepayment of Lease Payments made by the 
District pursuant to the Lease Agreement in whole or in part on any date, at the par amount 
thereof to be redeemed, plus accrued interest to the date of redemption, and plus or minus any 
Prepayment Fees. 

 
(b) Redemption From Net Proceeds of Insurance, Title Insurance, Condemnation or Eminent 

Domain Award. The Certificates are subject to mandatory redemption in whole or in part on 
any date from the Net Proceeds of an insurance, title insurance, condemnation, or eminent 
domain award to the extent credited towards the prepayment of the Lease Payments by the 
District pursuant to Section 10.2 of the Lease Agreement, at a redemption price equal to the 
principal amount thereof to be redeemed, together with accrued interest to the date fixed for 
redemption, without premium, plus or minus any Prepayment Fees. 

 
(c) Mandatory Redemption. The Certificates are subject to mandatory redemption in part 

on February 1 in each year on and after February 1, 2017, to and including February 1, 2034, 
from the principal components of scheduled Lease Payments required to be paid by the 
District pursuant to Section 4.4 of the Lease Agreement with respect to each such redemption 
date, at a redemption price equal to the principal amount thereof to be redeemed, together 
with accrued interest to the date fixed for redemption, without premium, as follows: 

 
Year Principal Amount of  

(February 1) Certificates to be Redeemed 
2017 $   525,000 
2018 1,000,000 
2019 1,040,000 
2020 1,085,000 
2021 1,130,000 
2022 1,180,000 
2023 1,225,000 
2024 1,275,000 
2025 1,325,000 
2026 1,380,000 
2027 1,435,000 
2028 1,495,000 
2029 1,555,000 
2030 1,620,000 
2031 1,685,000 
2032 1,750,000 
2033 1,825,000 
2034† 17,470,000 

    
†Maturity. 

 
Payment shall be made to the Owner or Owners in accordance with payment 

instructions on file with the Trustee. 
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In the event that the Trustee shall redeem Certificates in part but not in whole pursuant 
to subsection (a) or (b) of this Section 4.01, the amount of the Certificates to be redeemed in 
each subsequent year pursuant to this subsection (c) shall be reduced to correspond to the 
principal components of the Lease Payments prevailing following such redemption as 
determined pursuant to Section 4.4 of the Lease Agreement. 

 
Section 4.02. Notice of Redemption. Unless waived in writing by any Owner of a 

Certificate to be redeemed, notice of any such redemption shall be given by the Trustee on 
behalf and at the expense of the District, by mailing a copy of a redemption notice by first 
class mail, postage prepaid, at least thirty (30) days and not more than sixty (60) days prior 
to the date fixed for redemption to such Owner of the Certificate or Certificates to be redeemed 
at the address shown on the Certificate Registration Books maintained by the Trustee or at 
such other address as is furnished in writing by such Owner to the Trustee; provided, however, 
that neither the failure to receive such notice nor any defect in any notice shall affect the 
sufficiency of the proceedings for the redemption of the Certificates. 

 
All notices of redemption shall be dated and shall state: (i) the redemption date; (ii) the 

redemption price; (iii) if less than all Outstanding Certificates are to be redeemed, the 
Certificate numbers (and, in the case of partial redemption, the respective principal amounts) 
of the Certificates to be redeemed; (iv) that on the redemption date the redemption price will 
become due and payable upon each such Certificate or portion thereof called for redemption 
and that interest with respect thereto shall cease to accrue from and after said date; (v) the 
place where such Certificates are to be surrendered for payment of the redemption price 
(except as provided above), which place of payment shall be the Principal Corporate Trust 
Office; (vi) the original date of execution and delivery of the Certificates; (vii) the rate of 
interest payable with respect to the Certificates being redeemed; and (viii) any other descriptive 
information needed to identify accurately the Certificates being redeemed. 

 
Notwithstanding the foregoing, in the case of any optional redemption of the 

Certificates under Section 4.01(a), the notice of redemption shall state that the redemption is 
conditioned upon receipt by the Trustee of sufficient moneys to redeem the Certificates on the 
anticipated redemption date, and that the optional redemption shall not occur if, by no later 
than the scheduled redemption date, sufficient moneys to redeem the Certificates have not 
been deposited with the Trustee. In the event that the Trustee does not receive sufficient funds 
by the scheduled optional redemption date to so redeem the Certificates to be optionally 
redeemed, such event shall not constitute an Event of Default; the Trustee shall send written 
notice to the Owners to the effect that the redemption did not occur as anticipated, and the 
Certificates for which notice of optional redemption was given shall remain Outstanding for all 
purposes of this Trust Agreement. 

 
Notice of redemption having been given as aforesaid and the deposit of the redemption 

price having been made by the District, the Certificates or portions of Certificates so to be 
redeemed shall, on the redemption date, become due and payable at the redemption price 
therein specified, and from and after such date interest with respect to such Certificates or 
portions of Certificates shall cease to be payable. Upon surrender of such Certificates for 
redemption in accordance with said notice, such Certificates shall be paid by the Trustee at the 
redemption price. All Certificates which have been redeemed shall be canceled by the Trustee, 
shall not be redelivered and shall be destroyed pursuant to Section 13.06. 

 
Section 4.03. Partial Redemption of Certificate. Upon surrender of any Certificate 

redeemed in part only, the Trustee shall execute and deliver to the Owner thereof a new 
Certificate or Certificates of authorized denominations equal in aggregate principal amount to 
the unredeemed portion of the Certificate surrendered and of the same interest rate and the 
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same maturity. Certificates need not be presented for mandatory redemptions pursuant to 
Section 4.01(c). 
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ARTICLE V 
 

LEASE PAYMENTS; LEASE PAYMENT FUND 
 
 
Section 5.01. Assignment of Rights in Lease Agreement. The Corporation has, in the 

Assignment Agreement, transferred, assigned and set over to the Trustee certain of its rights 
but none of its obligations set forth in the Lease Agreement, including but not limited to all of 
the Corporation’s rights to receive and collect Lease Payments and all other amounts required 
to be deposited in the Lease Payment Fund pursuant to the Lease Agreement or pursuant 
hereto. All Lease Payments and such other amounts to which the Corporation may at any time 
be entitled shall be paid directly to the Trustee and all of the Lease Payments collected or 
received by the Corporation shall be deemed to be held and to have been collected or received 
by the Corporation as the agent of the Trustee, and if received by the Corporation at any time 
shall be deposited by the Corporation with the Trustee within one Business Day after the 
receipt thereof, and all such Lease Payments and such other amounts shall be forthwith 
deposited by the Trustee upon the receipt thereof in the Lease Payment Fund (except as 
provided in Section 6.04 hereof). 

 
Section 5.02. Establishment of Lease Payment Fund. The Trustee shall establish a 

special fund designated as the “Lease Payment Fund.” All moneys at any time deposited by 
the Trustee in the Lease Payment Fund shall be held by the Trustee in trust for the benefit of 
the Owners of the Certificates. So long as any Certificates are Outstanding, neither the District 
nor the Corporation shall have any beneficial right or interest in the Lease Payment Fund or the 
moneys deposited therein, except only as provided in this Trust Agreement, and such moneys 
shall be used and applied by the Trustee as hereinafter set forth. 

 
Section 5.03. Deposits. There shall be deposited in the Lease Payment Fund all Lease 

Payments received by the Trustee, including any moneys received by the Trustee for deposit 
therein pursuant to Sections 4.01 or Article V hereof, or Article X of the Lease Agreement, and 
any other moneys required to be deposited therein pursuant to the Lease Agreement or 
pursuant to this Trust Agreement.  

 
Section 5.04. Application of Moneys. All amounts in the Lease Payment Fund shall be 

used and withdrawn by the Trustee solely for the purpose of paying the principal and interest 
with respect to the Certificates as the same shall become due and payable in accordance with 
the provisions of Article II and Article IV hereof. Notwithstanding the foregoing, the Trustee 
shall apply amounts deposited in the Lease Payment Fund from the proceeds of the 
Certificates pursuant to Section 2.07(b)(iii) to the payment of interest with respect to the 
Certificates in the following amounts and on the following dates and following the depletion of 
such amounts, all such payments shall be derived from Lease Payments made by the District: 

 
Interest Payment Date Amount 

August 1, 2014 $72,209.01 
 February 1, 2015 230,787.75 

August 1, 2015 782,000.00 
 February 1, 2016 782,000.00 

August 1, 2016 782,000.00 
 
Section 5.05. Surplus. Any surplus remaining in the Lease Payment Fund after 

redemption and/or payment of all Certificates, including accrued interest (if any) and 
payment of any applicable fees and expenses to the Trustee, or provision for such redemption 
or payment having been made to the satisfaction of the Trustee, shall be withdrawn by the 
Trustee and remitted to the District. 
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ARTICLE VI 
 

MONEYS IN FUNDS; INVESTMENT 
 
 
Section 6.01. Held in Trust. The moneys and investments held by the Trustee under this 

Trust Agreement are irrevocably held in trust for the benefit of the Owners of the Certificates 
and for the purposes herein specified and such moneys, and any income or interest earned 
thereon, shall be expended only as provided in this Trust Agreement and shall not (except as 
set forth in Section 8.03 hereof) be subject to levy, attachment or lien by or for the benefit of any 
creditor of the Corporation, the Trustee, the District or any Owner of Certificates. 

 
Section 6.02. Investments Authorized. Moneys held by the Trustee hereunder shall, 

upon written order of a District Representative, be invested and reinvested by the Trustee in 
Permitted Investments. The Trustee may deem all investments directed by a District 
Representative as Permitted Investments without independent investigation thereof. If a 
District Representative shall fail to so direct investments, the Trustee shall invest the affected 
moneys in Permitted Investments described in paragraph (d) of the definition thereof. Such 
investments, if registrable, shall be registered in the name of and held by the Trustee or its 
nominee. The Trustee may purchase or sell to itself or any affiliate, as principal or agent, 
investments authorized by this Section 6.02. Such investments and reinvestments shall be 
made giving full consideration to the time at which funds are required to be available. The 
Trustee may act as principal or agent in the making or disposing of any investment and make 
or dispose of any investment through its investment department or that of an affiliate and 
shall be entitled to its customary fees therefor. The Trustee is hereby authorized, in making or 
disposing of any investment permitted by this Section 6.02, to deal with itself (in its individual 
capacity) or with 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 dealing as principal for its own account. 

 
Section 6.03. Accounting. The Trustee shall furnish to the District, at least monthly, an 

accounting which may be in the form of its customary accounting statements of all 
investments made by the Trustee; provided that the Trustee shall not be obligated to deliver an 
accounting for any fund or account that (a) has a balance of $0.00 and (b) has not had any 
activity since the last reporting date. The Trustee shall not be responsible or liable for any loss 
suffered in connection with any investment of funds made by it in accordance with Section 
6.02 hereof. The District acknowledges that to the extent that regulations of the Comptroller of 
the Currency or other applicable regulatory agency grant the District the right to receive 
brokerage confirmations of security transactions, the District waives receipt of such 
confirmations. The Trustee shall furnish to the District periodic statements of account which 
shall include detail of all investment transactions made by the Trustee. 

 
Section 6.04. Allocation of Earnings. Unless and until otherwise directed by the District 

to the Trustee in writing, all interest or income received by the Trustee on investment of the 
Lease Payment Fund shall as received, prior to the Completion Date, be transferred to the 
Project Fund (except as otherwise provided herein) and thereafter shall be retained in the Lease 
Payment Fund. Amounts retained or deposited in the Lease Payment Fund pursuant to this 
Section 6.04 shall be applied as a credit against the Lease Payment due by the District 
pursuant to the Lease Agreement on the Lease Payment Date following the date of deposit. 
All interest or income in the Project Fund shall be retained in the Project Fund until the Project 
Fund is closed pursuant to Section 3.05 hereof. All interest or income in the Delivery Costs 
Fund shall be retained in the Delivery Costs Fund until the Delivery Costs Fund is closed 
pursuant to Section 3.04 hereof. 
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Section 6.05. Acquisition, Disposition and Valuation of Investments. The District 
covenants that all investments of amounts deposited in any fund or account created by or 
pursuant to this Trust Agreement, or otherwise containing gross proceeds of the Certificates 
(within the meaning of section 148 of the Code) shall be acquired, disposed of, and valued at 
their market value. 
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ARTICLE VII 
 

INSURANCE AND CONDEMNATION FUND; INSURANCE; 
EMINENT DOMAIN; TITLE INSURANCE 

 
 
Section 7.01. Establishment of Insurance and Condemnation Fund; Application of Net 

Proceeds of Insurance Award. 
 
(a) Any Net Proceeds of insurance against damage to or destruction of any part of the 

Property collected by the District in the event of any such damage or destruction shall be paid 
to the Trustee by the District pursuant to Section 6.2(a) of the Lease Agreement and deposited 
by the Trustee promptly upon receipt thereof in a special fund designated as the “Insurance 
and Condemnation Fund” to be established by the Trustee when deposits are required to be 
made therein. 

 
(b) Within ninety (90) days following the date of such deposit, the District shall 

determine and notify the Trustee in writing of its determination either (i) that the replacement, 
repair, restoration, modification or improvement of the Property is not economically feasible or 
in the best interest of the District, or (ii) that all or a portion of such Net Proceeds are to be 
applied to the prompt replacement, repair, restoration, modification or improvement of the 
damaged or destroyed portions of the Property. 

 
(c) In the event the District’s determination is as set forth in clause (i) of paragraph (b) 

above, such Net Proceeds shall be promptly transferred by the Trustee to the Lease Payment 
Fund, applied to the prepayment of Lease Payments pursuant to Section 10.2 of the Lease 
Agreement and applied to the redemption of Certificates as provided in Section 4.01(b) hereof; 
provided, however, that in the event of damage or destruction of the Property in full, such Net 
Proceeds may be transferred to the Lease Payment Fund only if sufficient, together with other 
moneys available therefor, to cause the prepayment of the principal components of all unpaid 
Lease Payments pursuant to Section 10.2 of the Lease Agreement, otherwise such Net 
Proceeds shall be applied to the replacement, repair, restoration, modification or improvement 
of the Property; provided further, however, that in the event of damage or destruction of the 
Property in part, such Net Proceeds may be transferred to the Lease Payment Fund and 
applied to the prepayment of Lease Payments only if the resulting Lease Payments represent 
fair consideration for the remaining portions of the Property, evidenced by a certificate signed 
by a District Representative and a Corporation Representative. 

 
(d) In the event the District’s determination is as set forth in clause (ii) of paragraph (b) 

above, Net Proceeds deposited in the Insurance and Condemnation Fund shall be applied to 
the prompt replacement, repair, restoration, modification or improvement of the damaged or 
destroyed portions of the Property by the District, and disbursed by the Trustee upon receipt 
of requisitions signed by a District Representative stating with respect to each payment to be 
made (i) the requisition number, (ii) the name and address of the person, firm or corporation to 
whom payment is due, (iii) the amount to be paid and (iv) that each obligation mentioned 
therein has been properly incurred, is a proper charge against the Insurance and Condemnation 
Fund, has not been the basis of any previous withdrawal, and specifying in reasonable detail 
the nature of the obligation, accompanied by a bill or a statement of account for such 
obligation. The Trustee shall not be responsible for the representations made in such 
requisitions and may conclusively rely thereon and shall be under no duty to investigate or 
verify any statements made therein. Any balance of the Net Proceeds remaining after such 
work has been completed, as evidence by a certificate of a District Representative furnished to 
the Trustee, shall be paid to the District. 
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Section 7.02. Application of Net Proceeds of Eminent Domain Award. If all or any part 
of the Property shall be taken by eminent domain proceedings (or sold to a government 
threatening to exercise the power of eminent domain), the Net Proceeds therefrom shall be 
deposited with the Trustee in the Insurance and Condemnation Fund pursuant to Section 
6.2(b) of the Lease Agreement and shall be applied and disbursed by the Trustee as follows: 

 
(a) If the District has given written notice to the Trustee of its determination that (i) 

such eminent domain proceedings have not materially affected the operation of the Property or 
the ability of the District to meet any of its obligations with respect to the Property under the 
Lease Agreement, and (ii) such proceeds are not needed for repair or rehabilitation of the 
Property, the District shall so certify to the Trustee and the Trustee, at the District’s written 
request, shall transfer such proceeds to the Lease Payment Fund to be credited towards the 
prepayment of the Lease Payments pursuant to Section 10.2 of the Lease Agreement and 
applied to the redemption of Certificates in the manner provided in Section 4.01(b) hereof. 

 
(b) If the District has given written notice to the Trustee of its determination that (i) 

such eminent domain proceedings have not materially affected the operation of the Property or 
the ability of the District to meet any of its obligations with respect to the Property under the 
Lease Agreement, and (ii) such proceeds are needed for repair, rehabilitation or replacement of 
the Property, the District shall so certify to the Trustee and the Trustee, at the District’s written 
request, shall pay to the District, or to its order, from said proceeds such amounts as the 
District may expend for such repair or rehabilitation, upon the filing with the Trustee of 
requisitions of the District Representative in the form and containing the provisions set forth in 
Section 7.01. The Trustee shall not be responsible for the representations made in such 
requisitions and may conclusively rely thereon and shall be under no duty to investigate or 
verify any statements made therein.  

 
(c) If (i) less than all of the Property shall have been taken in such eminent domain 

proceedings or sold to a government threatening the use of eminent domain powers, and if the 
District has given written notice to the Trustee of its determination that such eminent domain 
proceedings have materially affected the operation of the Property or the ability of the District 
to meet any of its obligations with respect to the Property under the Lease Agreement or (ii) all 
of the Property shall have been taken in such eminent domain proceedings, then the Trustee 
shall transfer such proceeds to the Lease Payment Fund to be credited toward the prepayment 
of the Lease Payments pursuant to Section 10.2 of the Lease Agreement and applied to the 
redemption of Certificates in the manner provided in 4.01(b) hereof. 

 
(d) In making any determination under this Section 7.02, the District may, but shall not 

be required to, obtain at its expense, the report of an independent engineer or other 
independent professional consultant, a copy of which shall be filed with the Trustee. Any such 
determination by the District shall be final. 

 
Section 7.03. Application of Net Proceeds of Title Insurance Award. The Net Proceeds 

from a title insurance award shall be deposited with the Trustee in the Insurance and 
Condemnation Fund pursuant to Section 6.2(c) of the Lease Agreement and shall be 
transferred to the Lease Payment Fund to be credited towards the prepayment of Lease 
Payments required to be paid pursuant to Section 10.2 of the Lease Agreement and applied to 
the redemption of Certificates in the manner provided in Section 4.01(b). 

 
Section 7.04. Cooperation. The Corporation and the Trustee shall cooperate fully with 

the District, at the expense of the District, in filing any proof of loss with respect to any 
insurance policy maintained pursuant to Article V of the Lease Agreement and in the 
prosecution or defense of any prospective or pending condemnation proceeding with respect to 
the Property or any portion thereof. Neither the Trustee nor the Corporation shall be obligated 
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to join in such action if it believes it will be exposed to liability or has not been indemnified to 
its satisfaction from any loss, liability or expense including, but not limited to, reasonable 
attorneys fees and expenses. 
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ARTICLE VIII 
 

THE TRUSTEE 
 
 
Section 8.01. Appointment of Trustee. U.S. Bank National Association, a national 

banking association organized and existing under the laws of the United States of America 
with a Principal Corporate Trust Office in San Francisco, California, is hereby appointed 
Trustee, registrar and paying agent by the Corporation and the District for the purpose of 
receiving all moneys required to be deposited with the Trustee hereunder and to allocate, use 
and apply the same as provided in this Trust Agreement. The Corporation and the District 
agree that they will maintain a Trustee which shall be a corporation or association organized 
under the laws of any state, the United States of America, or the District of Columbia, 
authorized under such laws to exercise corporate trust powers, which shall have (or, in the 
case of a bank or trust company included in a bank holding company system, the related bank 
holding company shall have) a combined capital and surplus of at least fifty million dollars 
($50,000,000), subject to supervision or examination by federal or State authority, so long as 
any Certificates are Outstanding. If such corporation or association publishes a report of 
condition at least annually pursuant to law or to the requirements of any supervising or 
examining authority above referred to then for the purpose of this Section 8.01, the combined 
capital and surplus of such corporation shall be deemed to be its combined capital and 
surplus as set forth in its most recent report of condition so published. In case at any time the 
Trustee shall cease to be eligible in accordance with the provisions of this Section 8.01, the 
Trustee shall resign immediately in the manner and with the effect specified in Section 8.07. 

 
The Trustee is hereby authorized to pay the Certificates when duly presented for 

payment at maturity, or on redemption, or on purchase by the Trustee prior to maturity in 
accordance with Section 4.04 hereof, and to cancel all Certificates upon payment thereof. The 
Trustee shall keep records in accordance with industry standards of all funds administered by 
it and of all Certificates paid and discharged. 

 
Section 8.02. Acceptance of Trusts. The Trustee hereby accepts the trusts imposed 

upon it by this Trust Agreement and agrees to perform said trusts, but only upon and subject 
to the following express terms and conditions: 

 
(a) The Trustee, prior to the occurrence of an Event of Default and after the curing or 

waiver of all Events of Default which may have occurred, undertakes to perform such duties 
and only such duties as are specifically set forth in this Trust Agreement and no implied 
duties or obligations shall be read into this Trust Agreement against the Trustee. In case an 
Event of Default has occurred (which has not been cured or waived) the Trustee may exercise 
such of the rights and powers vested in it by this Trust Agreement and shall use the same 
degree of care and skill in their exercise as a prudent and reasonable person would exercise or 
use under the circumstances in the conduct of such person’s own affairs. 

 
(b) No provision in this Trust Agreement shall require the Trustee to expend or risk its 

own funds or otherwise incur any financial liability in the performance of any of its duties 
hereunder, or in the exercise of any of its rights or powers, if it shall have reasonable grounds 
for believing that repayment of such funds or adequate indemnity against such risk or liability 
is not reasonably assured to it. 

 
(c) The Trustee may execute any of the trusts or powers hereof and perform the duties 

required of it hereunder either directly or by or through attorneys, receivers or agents and shall 
be entitled to advice of counsel concerning all matters of trust and its duty hereunder and shall 
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be absolutely protected in relying thereon. The Trustee shall not be responsible for the 
misconduct of such persons selected by it with reasonable care. 

 
(d) The Trustee shall not be responsible for any recital herein, in the Assignment 

Agreement or in the Certificates, or for any of the supplements thereto or instruments of 
further assurance, or for the sufficiency of the security for the Certificates delivered hereunder 
or intended to be secured hereby and the Trustee shall not be bound to ascertain or inquire as 
to the observance or performance of any covenants, conditions or agreements on the part of the 
Corporation or the District under the Lease Agreement. 

 
(e) The Trustee shall not be accountable for the use of any Certificates delivered 

hereunder or the proceeds thereof. The Trustee, in its individual or any other capacity, may 
become the Owner or pledgee of Certificates secured hereby with the same rights which it 
would have if it were not the Trustee; may acquire and dispose of other bonds or evidence of 
indebtedness of the District with the same rights it would have if it were not the Trustee; and 
may act as a depository for and permit any of its officers or directors to act as a member of, or 
in any other capacity with respect to, any committee formed to protect the rights of Owners of 
Certificates, whether or not such committee shall represent the Owners of the majority in 
principal amount of the Certificates then Outstanding. 

 
(f) In the absence of bad faith on its part, the Trustee shall be protected in acting or 

refraining from acting upon any notice, request, consent, requisition, certificate, order, 
affidavit, facsimile, letter, telegram or other paper or document believed by it to be genuine 
and to have been signed or sent by the proper person or persons. Any action taken or omitted 
to be taken by the Trustee in good faith pursuant to this Trust Agreement upon the request or 
authority or consent of any person who at the time of making such request or giving such 
authority or consent is the Owner of any Certificate, shall be conclusive and binding upon all 
future Owners of the same Certificate and upon Certificates executed and delivered in 
exchange therefor or in place thereof. The Trustee shall not be bound to recognize any person as 
an Owner of any Certificate or to take any action at his request unless such person is the 
registered owner as shown on the Registration Books. 

 
(g) As to the existence or non-existence of any fact or as to the sufficiency or validity of 

any instrument, paper or proceeding, the Trustee shall be entitled to rely upon a certificate 
signed by a Corporation Representative or a District Representative as sufficient evidence of 
the facts therein contained and prior to the occurrence of an Event of Default of which the 
Trustee has been given notice or is deemed to have notice, shall also be at liberty to accept a 
similar certificate to the effect that any particular dealing, transaction or action is necessary or 
expedient. The Trustee may accept a certificate of a Corporation Representative or a District 
Representative to the effect that an authorization in the form therein set forth has been adopted 
by the Corporation or the District, as the case may be, as conclusive evidence that such 
authorization has been duly adopted, and is in full force and effect. 

 
(h) The permissive right of the Trustee to do things enumerated in this Trust Agreement 

shall not be construed as a duty and the Trustee shall not be answerable for other than its 
negligence or willful misconduct. The immunities and exceptions from liability of the Trustee 
shall extend to its officers, directors, employees, affiliates and agents. 

 
(i) The Trustee shall not be required to take notice or be deemed to have notice of any 

Event of Default hereunder except failure by the District to make any of the Lease Payments to 
the Trustee required to be made by the District pursuant to the Lease Agreement or failure by 
the Corporation or the District to file with the Trustee any document required by this Trust 
Agreement or a Lease Agreement to be so filed subsequent to the delivery of the Certificates, 
unless the Trustee shall be specifically notified in writing of such default by the Corporation, 
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the District or by the Owners of at least five percent (5%) in aggregate principal amount of 
Certificates then Outstanding and all notices or other instruments required by this Trust 
Agreement to be delivered to the Trustee must, in order to be effective, be delivered at the 
Principal Corporate Trust Office, and in the absence of such notice so delivered the Trustee 
may conclusively assume there is no Event of Default except as aforesaid. 

 
(j) The Trustee shall not be required to give any bond or surety in respect of the 

execution of the said trusts and powers or otherwise in respect of the premises. 
 
(k) Notwithstanding anything elsewhere in this Trust Agreement with respect to the 

execution of any Certificates, the withdrawal of any cash, the release of any property, or any 
action whatsoever within the purview of this Trust Agreement, the Trustee shall have the right, 
but shall not be required, to demand any showings, certificates, opinions, appraisals or other 
information, or corporate action or evidence thereof, in addition to that by the terms hereof 
required as a condition of such action, deemed desirable by the Trustee for the purpose of 
establishing the right of the District to the withdrawal of any cash, or the taking of any other 
action by the Trustee. 

 
(l) All moneys received by the Trustee shall, until used or applied or invested as herein 

provided, be held in trust for the purposes for which they were received but need not be 
segregated from other funds except to the extent required by law. The Trustee shall not be 
responsible or liable for any loss suffered in connection with any investment of moneys made 
by it in accordance with Article VII of this Trust Agreement. 

 
(m) The Trustee shall not be liable with respect to any action taken or omitted to be 

taken by it in good faith in accordance with the direction of the Owners of a majority in 
aggregate principal amount of the Outstanding Certificates relating to the time, method and 
place of conducting any proceeding for any remedy available to the Trustee, or exercising any 
trust or power conferred upon the Trustee, under this Trust Agreement. 

 
(n) Before taking any action under Article XII hereof or this Section 8.02 at the request 

or direction of the Certificate Owners, the Trustee may require payment or reimbursement of 
its fees and expenses, including fees and expenses of counsel and receipt of an indemnity bond 
satisfactory to it from the Certificate Owners to protect it against all liability, except liability 
which is adjudicated to have resulted from its own negligence or willful misconduct in 
connection with any action so taken. Before being required to take any action, the Trustee may 
require an opinion of Independent Counsel acceptable to the Trustee, which opinion shall be 
made available to the other parties hereto upon request, which counsel may be counsel to any 
of the parties hereto, or a verified certificate of any party hereto, or both, concerning the 
proposed action. If it does so in good faith, the Trustee shall be absolutely protected in relying 
thereon. 

 
(o) Under no circumstances shall the Trustee be liable for the obligations evidenced by 

the Certificates. 
 
(p) The Trustee shall not be accountable for the use or application by the District or the 

Corporation or any other party of any funds which the Trustee has released in accordance with 
the terms of this Trust Agreement. 

 
(q) The Trustee has no obligation or duty to insure compliance by the District with the 

Code. 
 
(r) The Trustee makes no representation or warranty, express or implied, as to the title, 

value, design, compliance with specifications or legal or environmental requirements, quality, 
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durability, operation, condition, merchantability or fitness for any particular purpose or fitness 
for the use contemplated by the District or the Corporation of the Property. In no event shall 
the Trustee be liable for incidental, indirect, special or consequential damages in connection 
with or arising from the Lease Agreement or this Trust Agreement for the existence, furnishing 
or use of the Property. 

 
(s) The Trustee makes no representations as to the validity or sufficiency of the 

Certificates and shall incur no responsibility in respect thereof, other than in connection with 
the duties or obligations herein or in the Certificates assigned to or imposed upon it. The 
Trustee shall not be responsible for the validity or sufficiency of the Lease Agreement or the 
assignment under the Assignment Agreement. The Trustee shall not be liable for the sufficiency 
or collection of any Lease Payments or other moneys required to be paid to it under the Lease 
Agreement (except as provided in this Trust Agreement), its right to receive moneys pursuant 
to the Lease Agreement, or the value of or title to the premises upon which the Property is 
located or the Property. The Trustee makes no representations and shall have no responsibility 
for any official statement or other offering material prepared or distributed with respect to the 
Certificates. 

 
(t) In accepting the trust hereby created, the Trustee acts solely as Trustee for the 

Owners and not in its individual capacity and all persons, including without limitation the 
Owners and the District or the Corporation having any claim against the Trustee arising from 
this Trust Agreement shall look only to the funds and accounts held by the Trustee hereunder 
for payment except as otherwise provided herein. 

 
(u) The Trustee is authorized and directed to execute the Assignment Agreement in its 

capacity as Trustee hereunder. 
 
(v) The Trustee will not be considered in breach of or in default in its obligations 

hereunder or progress in respect thereto in the event of enforced delay (“unavoidable delay”) in 
the performance of such obligations due to unforeseeable causes beyond its control and 
without its fault or negligence, including, but not limited to, Acts of God or of the public 
enemy or terrorists, acts of a government, acts of the other party, fires, floods, epidemics, 
quarantine restrictions, strikes, freight embargoes, earthquakes, explosion, mob violence, riot, 
inability to procure or general sabotage or rationing of labor, equipment, facilities, sources of 
energy, material or supplies in the open market, litigation or arbitration involving a party or 
others relating to zoning or other governmental action or inaction pertaining to any project 
refinanced with the proceeds of the Certificates, malicious mischief, condemnation, and 
unusually severe weather and/or occurrences beyond the control of the Trustee. 

 
Section 8.03. Fees, Charges and Expenses of Trustee. The District shall pay and 

reimburse the Trustee for reasonable fees for its services rendered hereunder and under the 
Assignment Agreement and all advances and expenditures, including but not limited to, 
advances to and fees and expenses of independent appraisers, accountants, consultants, 
counsel, agents and attorneys or other experts employed by the Trustee in connection with 
such services and the Trustee shall, in the Event of Default, have a first and prior lien on the 
funds held hereunder to secure the same. The Trustee’s rights hereunder, including its rights 
under Section 11.03 hereof, shall survive its resignation or removal and final payment of the 
Certificates. 

 
Section 8.04. Notice to Certificate Owners of Default. If an Event of Default occurs of 

which the Trustee has been given or is deemed to have notice pursuant to Section 8.02(i) 
hereof, then the Trustee shall, within ninety (90) days of the occurrence thereof, give written 
notice thereof at the expense of the District by first class mail, postage prepaid, to the Owner 
of each Certificate, unless such Event of Default shall have been cured before the giving of such 
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notice; provided, however that unless such Event of Default consists of the failure by the District 
to make any Lease Payment when due, the Trustee may elect not to give such notice if and so 
long as the Trustee in good faith determines that it is in the best interests of the Certificate 
Owners not to give such notice. 

 
Section 8.05. Intervention by Trustee. In any judicial proceeding to which the 

Corporation or the District is a party which, in the opinion of the Trustee and its counsel, has a 
substantial bearing on the interests of Owners of the Certificates, the Trustee may intervene on 
behalf of the Certificate Owners and shall do so if requested in writing by the Owners of at 
least twenty-five percent (25%) of the aggregate principal amount of Certificates then 
Outstanding, provided the Trustee shall have no duty to take such action unless it has 
received payment or reimbursement and has been indemnified to its satisfaction as provided in 
Section 8.02(n) hereof against all risk or liability arising from such action. 

 
Section 8.06. Removal of Trustee. Upon thirty (30) days’ notice, the District (so long as 

no Event of Default shall have occurred and be continuing) or the Owners of at least a majority 
of the aggregate principal amount of Certificates then Outstanding may remove the Trustee 
initially appointed, and any successor thereto, by an instrument or concurrent instruments in 
writing delivered to the Trustee and the Corporation, and may appoint a successor or 
successors thereto; provided that any such successor shall be a corporation or association 
meeting the requirements set forth in Section 8.01 hereof. 

 
Section 8.07. Resignation by Trustee. The Trustee and any successor Trustee may, at 

any time, resign by giving thirty (30) days’ written notice by registered or certified mail to the 
District and the Corporation. 

 
Section 8.08. Appointment of Successor Trustee. In the event of the removal or 

resignation of the Trustee pursuant to Sections 8.06 or 8.07 hereof, the District shall promptly 
appoint a successor Trustee. In the event the District shall, for any reason whatsoever, fail to 
appoint a successor Trustee within thirty (30) days following the delivery to the Trustee of the 
instrument described in Section 7.06 hereof or within thirty (30) days following the receipt of 
notice by the District pursuant to Section 8.07 hereof, the Trustee may apply to a court of 
competent jurisdiction at the expense of the District, for the appointment of a successor 
Trustee meeting the requirements of Section 8.01 hereof. Any such successor Trustee 
appointed by such court shall become the successor Trustee hereunder notwithstanding any 
action by the District purporting to appoint a successor Trustee following the expiration of 
such thirty (30) day period. Any resignation or removal of the Trustee and appointment of a 
successor Trustee shall become effective upon acceptance of appointment by the successor 
Trustee. 

 
Section 8.09. Merger or Consolidation. Any company or association into which the 

Trustee may be merged or converted or with which it may be consolidated or any company 
resulting from any merger, conversion or consolidation to which it shall be a party or any 
company or association to which the Trustee may sell or transfer all or substantially all of its 
corporate trust business, provided that such company or association shall be eligible under 
Section 8.01 hereof, shall be the successor to the Trustee and vested with all of the title to the 
trust estate and all of the trusts, powers, discretions, immunities, privileges and all other 
matters as was its predecessor, without the execution or filing of any paper or further act, 
anything herein to the contrary notwithstanding. 

 
Section 8.10. Concerning any Successor Trustee. Every successor Trustee appointed 

hereunder shall execute, acknowledge and deliver to its or his predecessor and also the 
Corporation and the District an instrument in writing accepting such appointment hereunder 
and thereupon such successor, without any further act, deed or conveyance, shall become fully 
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vested with all the estates, properties, rights, powers, trusts, duties and obligations of its 
predecessors; but such predecessor shall, nevertheless, on the written request of the District, or 
of its successor, execute and deliver an instrument transferring to such successor all the 
estates, properties, rights, powers and trusts of such predecessor hereunder; and every 
predecessor Trustee shall deliver all securities and moneys held by it as the Trustee hereunder 
to its successor. Upon such acceptance, the District shall mail, by first class mail, postage 
prepaid, or cause the mailing of, notice thereof to the Certificate Owners at their respective 
addresses set forth on the Registration Books. Should any instrument in writing from the 
District be required by any successor Trustee for more fully and certainly vesting in such 
successor the estate, rights, powers and duties hereby vested or intended to be vested in the 
predecessor, any and all such instruments in writing shall, on request, be executed, 
acknowledged and delivered by the District. The resignation of any Trustee and the instrument 
or instruments removing any Trustee and appointing a successor hereunder, together with all 
other instruments provided for in this Article VIII, shall be filed or recorded by the successor 
Trustee in each recording office where the Assignment Agreement shall have been filed or 
recorded. 
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ARTICLE IX 
 

MODIFICATION OR AMENDMENT OF AGREEMENTS 
 
 

Section 9.01. Amendments Permitted. This Trust Agreement and the rights and 
obligations of the Owners of the Certificates, the Lease Agreement and the rights and 
obligations of the parties thereto, the Site Lease and the rights and obligations of the parties 
thereto and the Assignment Agreement and the rights and obligations of the parties thereto, 
may be modified or amended at any time by a supplemental agreement which shall become 
effective when the written consent of the Owners of at least sixty percent (60%) in aggregate 
principal amount of the Certificates then Outstanding, exclusive of Certificates disqualified as 
provided in Section 9.03 hereof, shall have been filed with the Trustee. No such modification or 
amendment shall (1) extend or have the effect of extending the fixed maturity of any 
Certificate or reducing the interest rate with respect thereto or extending the time of payment 
of interest, or reducing the amount of principal thereof, without the express consent of the 
Owner of such Certificate, or (2) reduce or have the effect of reducing the percentage of 
Certificates required for the affirmative vote or written consent to an amendment or 
modification of a Lease Agreement, or (3) modify any of the rights or obligations of the 
Trustee without its written assent thereto. Any such supplemental agreement shall become 
effective as provided in Section 9.02 hereof. 

 
This Trust Agreement and the rights and obligations of the Owners of the Certificates 

and the Lease Agreement and the rights and obligations of the respective parties thereto, may 
be modified or amended at any time by a supplemental agreement, without the consent of any 
such Owners, but only to the extent permitted by law and only (1) to add to the covenants and 
agreements of the Corporation or the District, (2) to cure, correct or supplement any 
ambiguous or defective provision contained herein or therein and which shall not, in the 
opinion of nationally recognized bond counsel, adversely affect the interests of the Owners of 
the Certificates, (3) in regard to questions arising hereunder or thereunder, as the parties hereto 
or thereto may deem necessary or desirable and which shall not, in the opinion of nationally 
recognized bond counsel, materially adversely affect the interests of the Owners of the 
Certificates; (4) to make such additions, deletions or modifications as may be necessary or 
appropriate in the opinion of bond counsel to assure the exclusion from gross income for 
federal income tax purposes of the interest component of Lease Payments and the interest 
payable with respect to the Certificates, or (5) to add to the rights of the Trustee. Any such 
supplemental agreement shall become effective upon execution and delivery by the parties 
hereto or thereto, as the case may be. 

 
This Trust Agreement and the Lease Agreement may not be modified or amended at 

any time by a supplemental agreement which would modify any of the rights and obligations 
of the Trustee without its written assent thereto. 

 
The Trustee may request an opinion of Independent Counsel that any amendment 

entered into hereunder complies with the provisions of this Article IX and the Trustee may rely 
conclusively on such opinion. 

 
Section 9.02. Procedure for Amendment with Written Consent of Certificate Owners. 

This Trust Agreement and the Lease Agreement may be amended by supplemental agreement 
as provided in this Section 9.02 in the event the consent of the Owners of the Certificates is 
required pursuant to Section 9.01 hereof. A copy of such supplemental agreement (or a 
summary thereof), together with a request to the Certificate Owners for their consent thereto, 
shall be mailed by first class mail, postage prepaid, by the Trustee at the expense of the 
District, to each Owner of a Certificate at his address as set forth on the Registration Books, 
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but failure to mail copies of such supplemental agreement and request shall not affect the 
validity of the supplemental agreement when assented to as in this Section 9.02 provided. 

 
Such supplemental agreement shall not become effective unless there shall be filed with 

the Trustee the written consent of the Owners of at least sixty percent (60%) in aggregate 
principal amount of the Certificates then Outstanding (exclusive of Certificates disqualified as 
provided in Section 9.03 hereof) and a notice shall have been mailed as hereinafter in this 
Section 9.02 provided. Each such consent shall be effective only if accompanied by proof of 
ownership of the Certificates for which such consent is given, which proof shall be such as is 
permitted by Section 2.11 hereof. Any such consent shall be binding upon the Owner of the 
Certificate giving such consent and on any subsequent Owner (whether or not such subsequent 
Owner has notice thereof) unless such consent is revoked in writing by the Owner giving such 
consent or a subsequent Owner by filing such revocation with the Trustee prior to the date 
when the notice hereinafter in the following paragraph of this Section 9.02 provided for has 
been mailed. 

 
After the Owners of the required percentage of Certificates shall have filed their 

consents to such supplemental agreement, the Trustee shall mail by first class mail, postage 
prepaid, a notice at the expense of the District, to the Owners of the Certificates in the manner 
hereinbefore provided in this Section 9.02 for the mailing of such supplemental agreement of 
the notice of adoption thereof, stating in substance that such supplemental agreement has been 
consented to by the Owners of the required percentage of Certificates and will be effective as 
provided in this Section 9.02 (but failure to mail copies of said notice shall not affect the 
validity of such supplemental agreement or consents thereto). A record, consisting of the 
papers required by this Section 9.02 to be filed with the Trustee, shall be conclusive proof of 
the matters therein stated. Such supplemental agreement shall become effective upon the 
mailing of such last-mentioned notice, and such supplemental agreement shall be deemed 
conclusively binding upon the parties hereto and the Owners of all Certificates at the 
expiration of sixty (60) days after such filing, except in the event of a final decree of a court of 
competent jurisdiction setting aside such consent in a legal action or equitable proceeding for 
such purpose commenced within such sixty (60) day period. 

 
Section 9.03. Disqualified Certificates. Certificates owned or held by or for the account 

of the District or by any person directly or indirectly controlled or controlled by, or under direct 
or indirect common control with the District (except any Certificates held in any pension or 
retirement fund) shall not be deemed Outstanding for the purpose of any vote, consent, waiver 
or other action or any calculation of Outstanding Certificates provided for in this Trust 
Agreement, and shall not be entitled to vote upon, consent to, or take any other action 
provided for in this Trust Agreement; provided, however, that the Trustee shall not be liable for 
determining whether Certificates are owned or held by the District or any such other person 
unless such Certificates are registered in the name of the District or such other person on the 
Registration Books. 

 
Section 9.04. Effect of Supplemental Agreement. From and after the time any 

supplemental agreement becomes effective pursuant to this Article IX, this Trust Agreement or 
a Lease Agreement, as the case may be, shall be deemed to be modified and amended in 
accordance therewith, the respective rights, duties and obligations of the parties hereto or 
thereto and all Owners of Certificates Outstanding, as the case may be, shall thereafter be 
determined, exercised and enforced hereunder subject in all respects to such modification and 
amendment, and all the terms and conditions of any supplemental agreement shall be deemed 
to be part of the terms and conditions of this Trust Agreement or a Lease Agreement, as the 
case may be, for any and all purposes. 
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Section 9.05. Endorsement or Replacement of Certificates Delivered After 
Amendments. The District may determine that Certificates delivered after the effective date of 
any action taken as provided in this Article IX shall bear a notation, by endorsement or 
otherwise, in form approved by the Trustee, as to such action. In that case, upon demand of 
the Owner of any Certificate Outstanding at such effective date and presentation of his 
Certificate for such purpose at the Principal Corporate Trust Office, a suitable notation shall 
be made on such Certificate. The District may determine that the delivery of substitute 
Certificates, so modified as in the opinion of the District is necessary to conform to such 
Certificate Owners’ action, is necessary and such substitute Certificates shall thereupon be 
prepared, executed and delivered. In that case, upon demand of the Owner of any Certificate 
then Outstanding, such substitute Certificate shall be exchanged at the Principal Corporate 
Trust Office, at the expense of the District, for a Certificate of the same character then 
Outstanding, upon surrender of such Outstanding Certificate. 

 
Section 9.06. Amendatory Endorsement of Certificates. The provisions of this Article IX 

shall not prevent any Certificate Owner from accepting any amendment as to the particular 
Certificates held by him, provided that proper notation thereof is made on such Certificates. 
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ARTICLE X 
 

COVENANTS 
 
 
Section 10.01. Compliance With and Enforcement of Lease Agreement. The District 

covenants and agrees with the Owners of the Certificates to perform all obligations and duties 
imposed on it under the Lease Agreement. The Corporation covenants and agrees with the 
Owners of the Certificates to perform all obligations and duties imposed on it under the Lease 
Agreement. 

 
The District will not do or permit anything to be done, or omit or refrain from doing 

anything, in any case where any such act done or permitted to be done, or any such omission 
of or refraining from action, would or might be a ground for cancellation or termination of their 
respective Lease Agreement by the Corporation thereunder. The Corporation and the District, 
immediately upon receiving or giving any notice, communication or other document in any 
way relating to or affecting their respective estates, or either of them, in the Property, which 
may or can in any manner affect such estate of the District or the Corporation, will deliver the 
same, or a copy thereof, to the Trustee. 

 
Section 10.02. Observance of Laws and Regulations. The District and the Corporation 

will well and truly keep, observe and perform all valid and lawful obligations or regulations 
now or hereafter imposed on them by contract, or prescribed by any law of the United States, 
or of the State, or by any officer, board or commission having jurisdiction or control, as a 
condition of the continued enjoyment of any and every right, privilege or franchise now owned 
or hereafter acquired by the District or the Corporation, respectively, including its right to exist 
and carry on business as a public entity, to the end that such rights, privileges and franchises 
shall be maintained and preserved, and shall not become abandoned, forfeited or in any 
manner impaired. 

 
Section 10.03. Prosecution and Defense of Suits. The District shall promptly, upon 

request of the Trustee or any Certificate Owner, from time to time take such action as may be 
necessary or proper to remedy or cure any defect in or cloud upon the title to the Property, 
whether now existing or hereafter developing and shall prosecute all such suits, actions and 
other proceedings as may be appropriate for such purpose and shall indemnify and save the 
Trustee and every Certificate Owner harmless from all loss, cost, damage and expense, 
including attorneys’ fees, which they or any of them may incur by reason of any such defect, 
cloud, suit, action or proceeding. 

 
Section 10.04. Recordation and Filing. The District shall record and file, or cause to be 

recorded and filed, the Site Lease, the Lease Agreement (or a memorandum thereof), the 
Assignment Agreement and all such documents as may be required by law (and shall take all 
further actions which may be necessary or be reasonably required by the Trustee), all in such 
manner, at such times and in such places as may be required by law in order fully to preserve, 
protect and perfect the security of the Trustee and the Certificate Owners. 

 
Section 10.05. Budgets. The District shall supply to the Trustee as soon as practicable, 

but not later than August 15 in each year, a written determination by a District Representative 
that the District has made adequate provision in its budget for such year for the payment of 
all Lease Payments and Additional Payments due under the Lease Agreement in the annual 
period covered by such budget. 

 
Section 10.06. Further Assurances. The Corporation and the District will make, execute 

and deliver any and all such further resolutions, instruments and assurances as may be 
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reasonably necessary or proper to carry out the intention or to facilitate the performance of this 
Trust Agreement and the Lease Agreement, or as may be requested by the Trustee and for the 
better assuring and confirming unto the Owners of the Certificates and the Trustee the rights 
and benefits provided herein. 

 
Section 10.07. Satisfaction of Conditions Precedent. The District hereby certifies, recites 

and declares that all acts, conditions and things required by the constitution and statutes of 
the State, the Lease Agreement and this Trust Agreement to exist, to have happened and to 
have been performed precedent to and in the delivery of the Certificates, do exist, have 
happened and have been performed in due time, form and manner as required by law. 

 
Section 10.08. No Continuing Disclosure. The parties hereto acknowledge that the 

District has no continuing disclosure obligations with respect to the Certificates. However, the 
District agrees that it will provide copies of its audited financial statements to the Owner of 
the Certificates and will provide other data reasonably requested by the Owner. 
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ARTICLE XI 
 

LIMITATION OF LIABILITY 
 
 
Section 11.01. Limited Liability of District. Except for the payment of Lease Payments 

when due in accordance with the Lease Agreement and the performance of the other covenants 
and agreements of the District contained in the Lease Agreement and this Trust Agreement, 
the District shall have no pecuniary obligation or liability to any of the other parties or to the 
Owners of the Certificates with respect to this Trust Agreement or the terms, execution, 
delivery or transfer of the Certificates, or the distribution of Lease Payments to the Owners by 
the Trustee, except as expressly set forth herein. 

 
Section 11.02. No Liability of District or Corporation for Trustee Performance. Neither 

the District nor the Corporation shall have any obligation or liability to any of the other parties 
or to the Owners of the Certificates with respect to the performance by the Trustee of any duty 
imposed upon it under this Trust Agreement. 

 
Section 11.03. Indemnification of Trustee. The District shall to the extent permitted by 

law indemnify and save the Trustee, its officers, employees, directors, affiliates and agents 
harmless from and against all claims, losses, costs, expenses, liability and damages, including 
reasonable legal fees and expenses (including allocated costs of internal counsel), arising out of 
(i) the use, maintenance, condition or management of, or from any work or thing done on, the 
Property by the Corporation or the District; (ii) any breach or default on the part of the 
Corporation or the District the performance of any of their respective obligations under the 
Lease Agreement, the Assignment Agreement, this Trust Agreement and any other agreement 
made and entered into for purposes of the Property; (iii) any act of the Corporation or the 
District or of any of their respective agents, contractors, servants, employees, licensees with 
respect to the Property; (iv) any act of any assignee of, or purchaser from the Corporation or 
the District or of any of its or their respective agents, contractors, servants, employees or 
licensees with respect to the Property; (v) the authorization of payment of Delivery Costs; (vi) 
the actions of any other party, including but not limited to the ownership, operation or use of 
the Property by the Corporation or the District including, without limitation, the use, storage, 
presence, disposal or release of any Hazardous Substances on or about the Property; (vii) the 
Trustee’s exercise and performance of its powers and duties hereunder or as assigned to it 
under the Assignment Agreement; (viii) the offering and sale of the Certificates; (ix) the 
presence under or about or release from the Property, or any portion thereof, of any substance, 
material or waste which is or becomes regulated or classified as hazardous or toxic under 
State, local or federal law, or the violation of any such law by the District; or (x) any untrue 
statement or alleged untrue statement of any material fact or omission or alleged omission to 
state a material fact necessary to make the statements made, in the light of the circumstances 
under which they were made, not misleading, in any official statement or other offering 
document utilized in connection with the sale of the Certificates. Such indemnification shall 
include the costs and expenses of defending against any claim or liability arising under this 
Trust Agreement. No indemnification will be made under this Section 11.03 or elsewhere in this 
Trust Agreement for willful misconduct or negligence under this Trust Agreement by the 
Trustee, its officers, affiliates or employees. The District’s obligations hereunder shall remain 
valid and binding notwithstanding maturity and payment of the Certificates or resignation or 
removal of the Trustee. 

 
Section 11.04. Limitation of Rights to Parties and Certificate Owners. Nothing in this 

Trust Agreement or in the Certificates expressed or implied is intended or shall be construed to 
give any person other than the District, the Corporation, the Trustee and the Owners of the 
Certificates, any legal or equitable right, remedy or claim under or in respect of this Trust 
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Agreement or any covenant, condition or provision hereof; and all such covenants, conditions 
and provisions are and shall be for the sole and exclusive benefit of the District, the 
Corporation, the Trustee and said Owners. 
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ARTICLE XII 
 

EVENTS OF DEFAULT AND REMEDIES OF  
CERTIFICATE OWNERS 

 
 
Section 12.01. Assignment of Rights. Pursuant to the Assignment Agreement, the 

Corporation has transferred, assigned and set over to the Trustee all of the Corporation’s rights 
in and to the Lease Agreement (excepting only the Corporation’s rights under Sections 5.8, 7.3 
and 9.4 and the obligations under Section 4.7 thereof), including without limitation all of the 
Corporation’s rights to exercise such rights and remedies conferred on the Corporation 
pursuant to the Lease Agreement as may be necessary or convenient (i) to enforce payment of 
the Lease Payments and any other amounts required to be deposited in the Lease Payment 
Fund or the Insurance and Condemnation Fund, and (ii) otherwise to exercise the 
Corporation’s rights and take any action to protect the interests of the Trustee or the Certificate 
Owners in an Event of Default. 

 
Section 12.02. Remedies. If an Event of Default shall happen, then and in each and 

every such case during the continuance of such Event of Default, the Trustee may, and shall 
upon request of the Owners of a majority in aggregate principal amount of the Certificates 
then Outstanding, and upon payment of its fees and expenses, including reasonable counsel 
fees, and being indemnified to its satisfaction therefor shall, exercise any and all remedies 
available pursuant to law or granted pursuant to the Lease Agreement; provided, however, that 
notwithstanding anything herein or in the Lease Agreement to the contrary, there shall be no 
right under any circumstances to accelerate the maturities of the Certificates or otherwise to 
declare any Lease Payment not then in default to be immediately due and payable. 

 
Section 12.03. Application of Funds. All moneys held by the Trustee in the funds and 

accounts held hereunder and all moneys received by the Trustee pursuant to any right given or 
action taken under the provisions of this Article XII or Article X of the Lease Agreement shall 
be applied by the Trustee in the following order upon presentation of the several Certificates: 

 
First, to the payment of the costs and expenses of the Trustee and of the Certificate 

Owners in declaring such Event of Default, and collecting moneys owed hereunder, including 
reasonable compensation to its or their agents, attorneys and counsel (including allocated costs 
of internal counsel), including all fees and expenses past due; and 

 
Second, to the payment of the whole amount then owing and unpaid with respect to the 

Certificates for principal and interest, with interest on the overdue principal and installments 
of interest at the rate per annum payable with respect to the Certificates (but such interest on 
overdue installments of interest shall be paid only to the extent funds are available therefor 
following payment of principal and interest and interest on overdue principal, as aforesaid), 
and in case such moneys shall be insufficient to pay in full the whole amount so owing and 
unpaid with respect to the Certificates, then to the payment of such principal and interest 
without preference or priority of principal over interest, or of interest over principal, or of any 
installment of interest over any other installment of interest, ratably to the aggregate of such 
principal and interest. 

 
Section 12.04. Institution of Legal Proceedings. If one or more Events of Default shall 

happen and be continuing, or if there shall be nonpayment of principal or interest with respect 
to the Certificates, the Trustee in its discretion may and shall, upon the written request of the 
Owners of a majority in principal amount of the Certificates then Outstanding, and upon 
payment of its fees and expenses, including reasonable counsel fees, and being indemnified to 
its satisfaction therefor, shall, proceed to protect or enforce its rights or the rights of the 
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Owners of Certificates by a suit in equity or action at law, either for the specific performance of 
any covenant or agreement contained herein, or in aid of the execution of any power herein 
granted, or by mandamus or other appropriate proceeding for the enforcement of any other 
legal or equitable remedy as the Trustee shall deem most effectual in support of any of its 
rights or duties hereunder. If one or more Events of Default shall occur and be continuing, the 
Trustee shall be entitled as a matter of right to the appointment of a receiver or receivers for the 
Property and for any property securing the Certificates and the revenues, income and profits 
thereon. In the case of any receivership, insolvency, bankruptcy, reorganization, or other 
judicial proceedings affecting the District or the Property, the Trustee shall be entitled to file 
such proofs of claim and other documents as may be necessary or advisable in order to have 
the claims of the Trustee and Owners allowed in such proceedings for the entire amount due 
and payable under this Trust Agreement at the time of the institution of such proceedings, and 
also for any additional amount which may become due and payable thereafter, without 
prejudice to the right of any Owner to file a claim on his or her own behalf. The Trustee shall 
not be obligated to take any such action unless offered compensation, indemnity for its 
potential liability, and reimbursement for its reasonable legal fees and expenses in accordance 
with this Section 12.04. 

 
Section 12.05. Non-waiver. Nothing in this Article XII or in any other provision of this 

Trust Agreement or in the Certificates, shall affect or impair the obligation of the District to 
pay or prepay the Lease Payments as provided in the Lease Agreement, or affect or impair the 
right of action, which is absolute and unconditional, of the Certificate Owners to institute suit 
to enforce and collect such payment. No delay or omission of the Trustee or of any Owner of 
any of the Certificates to exercise any right or power arising upon the happening of any Event 
of Default shall impair any such right or power or shall be construed to be a waiver of any 
such Event of Default or an acquiescence therein, and every power and remedy given by this 
Article XII to the Trustee or to the Owners of Certificates may be exercised from time to time 
and as often as shall be deemed expedient by the Trustee or the Certificate Owners. 

 
Section 12.06. Remedies Not Exclusive. No remedy herein conferred upon or reserved to 

the Trustee or to the Certificate Owners is intended to be exclusive of any other remedy, and 
every such remedy shall be cumulative and shall be in addition to every other remedy given 
hereunder or now or hereafter existing, at law or in equity or by statute or otherwise. 

 
Section 12.07. Power of Trustee to Control Proceedings. In the event that the Trustee, 

upon the happening of an Event of Default, shall have taken any action, by judicial 
proceedings or otherwise, pursuant to its duties hereunder, whether upon its own discretion or 
upon the request of the Owners of a majority in principal amount of the Certificates then 
Outstanding, it shall have full power, in the exercise of its discretion for the best interests of the 
Owners of the Certificates, with respect to the continuance, discontinuance, withdrawal, 
compromise, settlement or other disposal of such action; provided, however, that the Trustee 
shall not discontinue, withdraw, compromise or settle, or otherwise dispose of any litigation 
pending at law or in equity, without the consent of a majority in aggregate principal amount of 
the Certificates Outstanding. 

 
Section 12.08. Limitation on Certificate Owners’ Right to Sue. No Owner of any 

Certificate executed and delivered hereunder shall have the right to institute any suit, action or 
proceeding at law or in equity, for any remedy under or upon this Trust Agreement, unless (a) 
such Owner shall have previously given to the Trustee written notice of the occurrence of an 
Event of Default hereunder; (b) the Owners of at least twenty-five percent (25%) in aggregate 
principal amount of all the Certificates then Outstanding shall have made written request 
upon the Trustee to exercise the powers hereinbefore granted or to institute such action, suit or 
proceeding in its own name; (c) said Owners shall have tendered to the Trustee reasonable 
indemnity against the costs, expenses and liabilities to be incurred in compliance with such 
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request; and (d) the Trustee shall have refused or omitted to comply with such request for a 
period of sixty (60) days after such written request shall have been received by, and said 
tender of indemnity shall have been made to, the Trustee. 

 
Such notification, request, tender of indemnity and refusal or omission are hereby 

declared, in every case, to be conditions precedent to the exercise by any Owner of Certificates 
of any remedy hereunder; it being understood and intended that no one or more Owners of 
Certificates shall have any right in any manner whatsoever by his or their action to enforce any 
right under this Trust Agreement, except in the manner herein provided, and that all 
proceedings at law or in equity with respect to an Event of Default shall be instituted, had and 
maintained in the manner herein provided and for the equal benefit of all Owners of the 
Outstanding Certificates. 

 
The right of any Owner of any Certificate to receive payment of said Owner’s fractional 

interest in the Lease Payments as the same become due, or to institute suit for the enforcement 
of such payment, shall not be impaired or affected without the consent of such Owner, 
notwithstanding the foregoing provisions of this Section 12.08 or any other provision of this 
Trust Agreement. 

 
Section 12.09. Parties Interested Herein. Nothing in this Trust Agreement expressed or 

implied is intended or shall be construed to confer upon, or to give to, any person or entity, 
other than the District, the Corporation and the Trustee, their officers, employees and agents, 
and the Owners any right, remedy or claim under or by reason of this Trust Agreement, or any 
covenant, condition or stipulation hereof, and all covenants, stipulations, promises and 
agreements in this Trust Agreement contained by and on behalf of the District shall be for the 
sole and exclusive benefit of the District, the Corporation and the Trustee, their officers, 
employees and agents, and the Owners. 
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ARTICLE XIII 
 

MISCELLANEOUS 
 
 
Section 13.01. Records. The Trustee shall keep records in accordance with industry 

standards of all moneys received and disbursed by it under this Trust Agreement, which shall 
be available for inspection by the District, the Corporation and any Owner of at least five 
percent (5%) of the Outstanding principal amount of the Certificates, or the agent of any of 
them, at any time during regular business hours on any Business Day upon reasonable prior 
notice. 

 
Section 13.02. Notices. All written notices to be given under this Trust Agreement shall 

be given by first class mail, postage prepaid, to the party entitled thereto at its address set 
forth below, or at such address as the party may provide to the other party in writing from 
time to time. Notice shall be effective upon deposit in the United States first class mail, 
postage prepaid to the address set forth below: 

 
If to the Corporation: Peninsula Health Care District Financing Corporation 
 c/o Peninsula Health care District 
 1600 Trousdale Drive, Suite 1210 
 Burlingame, CA 94010 
 Attention: Chief Executive Officer 
 Phone: (650) 697-6900 
 Fax: (650) 652-9374 
 
If to the District: Peninsula Health Care District 
 1600 Trousdale Drive, Suite 1210 
 Burlingame, CA 94010 
 Attention: Chief Executive Officer 
 Phone: (650) 697-6900 
 Fax: (650) 652-9374 
 
If to the Trustee: U.S. Bank National Association 
 One California Street, Suite 1000 
 San Francisco, CA 94111 
 Attention: Global Corporate Trust Services 
 Phone: (415) 677-3593 
 Fax: (415) 677-3769 
 
The Trustee agrees to notify the Corporation in the event of any prepayment by the 

District of Lease Payments under the Lease Agreement and upon the termination of the Lease 
Agreement. 

 
Section 13.03. Governing Law. This Trust Agreement shall be construed and governed 

in accordance with the laws of the State. 
 
Section 13.04. Binding Effect; Successors. This Trust Agreement shall be binding upon 

and inure to the benefit of the parties hereto and their respective successors and assigns. 
Whenever in this Trust Agreement the Corporation, the District or the Trustee is named or 
referred to, such reference shall be deemed to include the successors or assigns thereof, and all 
the covenants and agreements in this Trust Agreement contained by or on behalf of the 
Corporation, the District or the Trustee shall bind and inure to the benefit of the respective 
successors and assigns thereof whether so expressed or not. 
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Section 13.05. Execution in Counterparts. This Trust Agreement may be executed in 
several counterparts, each of which shall be an original and all of which shall constitute but one 
and the same agreement. 

 
Section 13.06. Destruction of Canceled Certificates. Whenever in this Trust Agreement 

provision is made for the surrender to or cancellation by the Trustee and the delivery to the 
District of any Certificates, the Trustee may, in lieu of such cancellation and delivery, destroy 
such Certificates and deliver a certificate of such destruction to the District. 

 
Section 13.07. Headings. The headings or titles of the several Articles and Sections 

hereof, and any table of contents appended to copies hereof, shall be solely for convenience of 
reference and shall not affect the meaning, construction or effect of this Trust Agreement. All 
references herein to “Articles,” “Sections,” and other subdivisions are to the corresponding 
Articles, Sections or subdivisions of this Trust Agreement; and the words “herein,” “hereof,” 
“hereunder” and other words of similar import refer to this Trust Agreement as a whole and 
not to any particular Article, Section or subdivision hereof. 

 
Section 13.08. Waiver of Notice. Whenever in this Trust Agreement the giving of notice 

by first class mail, postage prepaid, or otherwise is required, the giving of such notice may be 
waived in writing by the person entitled to receive such notice and in any case the giving or 
receipt of such notice shall not be a condition precedent to the validity of any action taken in 
reliance upon such waiver. 

 
Section 13.09. Payments Due on Other than Business Day. If the date for making any 

payment as provided in this Trust Agreement is not a Business Day, such payment may be 
made on the next succeeding Business Day with the same force and effect as if done on the 
date provided therefore herein. 

 
Section 13.10. Payment of Unclaimed Moneys. Notwithstanding any provisions of this 

Trust Agreement and subject to the escheat laws of the State, any moneys held by the Trustee 
in trust for the payment of the principal or interest due with respect to any Certificates and 
remaining unclaimed two years from the date of deposit of such funds, or if the law shall have 
been changed and the District has notified the Trustee of such change or the Trustee notifies 
the District, then on the date thirty (30) days prior to the then applicable escheat provision of 
State law, shall, on such date, be repaid to the District free from the trusts created by this 
Trust Agreement, and all liability of the Trustee with respect to such moneys shall thereupon 
cease; provided, however, that before the repayment of such moneys to the District as aforesaid, 
the Trustee may (at the cost and request of the District) first mail to the Owners to whom such 
amounts have not yet been paid, at the addresses shown on the Registration Books, a notice, in 
such form as may be deemed appropriate by the Trustee with respect to the amounts so 
payable and with respect to the provisions relating to the repayment to the District of the 
moneys held for the payment thereof. The Trustee shall not be liable for any interest on funds 
held by it. The District shall not be liable for any interest on the sums paid to it pursuant to 
this Section 13.10 and shall not be regarded as a trustee of such money. 

 
Section 13.11. Separability of Invalid Provisions. In case any one or more of the 

provisions contained in this Trust Agreement or in the Certificates shall for any reason be held 
to be invalid, illegal or unenforceable in any respect, then such invalidity, illegality or 
unenforceability shall not affect any other provision of this Trust Agreement, and this Trust 
Agreement shall be construed as if such invalid or illegal or unenforceable provision had never 
been contained herein. The parties hereto hereby declare that they would have entered into this 
Trust Agreement and each and every other section, paragraph, sentence, clause or phrase 
hereof and authorized the delivery of the Certificates pursuant thereto irrespective of the fact 
that any one or more sections, paragraphs, sentences, clauses or phrases of this Trust 
Agreement may be held illegal, invalid or unenforceable. 



IN WITNESS WHEREOF, the parties hereto have executed this Trust Agreement as of 
the date and year first above written. 

Attest: 

By __________________________ ___ 
Helen C. Galligan, R.N. 

Secretary 

Attest: 

By __________________________ __ 
Helen C. Galligan, R.N. 

Secretary 

U.S. BANK NATIONAL ASSOCIATION, 
as Trustee 

~· 
By __________ ~----------------

AndrewFung 
Vice President 

PENINSULA HEALTH CARE DISTRICT 
FINANCING CORPORATION 

By __________________________ __ 
Lawrence W. Cappel, Ph.D. 

Chair 

PENINSULA HEALTH CARE DISTRICT 

By __________________________ __ 
Lawrence W. Cappel, Ph.D. 

Chair 



IN WITNESS WHEREOF, the parties hereto have executed this Trust Agreement as of 
the date and year first above written. 

Attest: 

Bydh/ ~ ',$ 
Helen c.~ ·gi:m, N~/ 

Secretary 

Attest: 

B~,~,f}yJ Helen C. Ga · gan, .N. 
Secretary 

U.S. BANK NATIONAL ASSOCIATION, 
as Trustee 

By __________________________ ___ 
AndrewFung 
Vice President 

PENINSULA HEALTH CARE DISTRICT 
FINANCING CORPORATION 

.·~ 

Lawrence W. Cappel, 
Chair 



Quint & Thirnrnig LLP 

EXHIBIT A 

DEFINITIONS 

12/13/13 
12/30/13 
01/09/14 
01/11/14 
01/15/14 

FINAL 01/21/14 

"Additional Payments" means the payments so designated and required to be paid by the 
District pursuant to Section 4.7 of the Lease Agreement. 

"Applicable Environmental Laws" means and shall include, but shall not be limited to, the 
Comprehensive Environmental Response, Compensation, and Liability Act ("CERCLA"), 42 
USC Sections 9601 et seq.; the Resource Conservation and Recovery Act ("RCRA"), 42 USC 
Sections 6901 et seq.; the Federal Water Pollution Control Act, 33 USC Sections 1251 et seq.; the 
Clean Air Act, 42 USC Sections 7401 et seq.; the California Hazardous Waste Control Law 
("HWCL"), California Health & Safety Code Sections 25100 et seq.; the Hazardous Substance 
Account Act ("HSAA"), California Health & Safety Code Sections 25300 et seq.; the Porter
Cologne Water Quality Control Act (the "Porter-Cologne Act"), California Water Code Sections 
1300 et seq.; the Air Resources Act, California Health & Safety Code Sections 3900 et seq.; the Safe 
Drinking Water & Toxic Enforcement Act, California Health & Safety Code Sections 25249.5 et 
seq.; and the regulations under each thereof; and any other local, state, and/ or federal laws or 
regulations, whether currently in existence or hereafter enacted, that govern: 

(a) the existence, cleanup, and/or remedy of contamination on property; 

(b) the protection of the environment from spilled, deposited, or otherwise emplaced 
contamination; 

(c) the control of hazardous wastes; or 

(d) the use, generation, transport, treatment, removal, or recovery of Hazardous 
Substances, including building materials. 

"Assignment Agreement" means the Assignment Agreement, dated as of February 1, 2014, 
by and between the Corporation and the Trustee, together with any duly authorized and 
executed amendments thereto. 

"Board" means the Board of Directors of the District. 

"Bond Counsel" means (a) Quint & Thimmig LLP, or (b) any other attorney or firm of 
attorneys appointed by or acceptable to the District 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 Code. 

"Business Day" means a day which is not a Saturday, Sunday or legal holiday on which 
banking institutions in the state in which the Principal Corporate Trust Office is located or in 
the State are closed or are required to close or a day on which the New York Stock Exchange is 
closed. 
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"Certificate of Completion" means the certificate of a District Representative certifying that 
the construction of the Facility has been completed by the District and that all costs relating 
thereto have been paid. 

"Certificates" means the $40,000,000 aggregate principal amount of certificates of 
participation to be executed and delivered pursuant to the Trust Agreement which evidence 
direct, undivided fractional Interests of the Owners thereof in Lease Payments. 

"Closing Date" means February 4, 2014, the date upon which there is a physical delivery 
of the Certificates in exchange for the amount representing the purchase price of the Initial 
Disbursement of the Certificates by the Owner. 

"Code" means the Internal Revenue Code of 1986 as in effect on the Closing Date or 
(except as otherwise referenced in the Lease Agreement or the Trust Agreement) as it may be 
amended to apply to obligations issued on the Closing Date, together with applicable 
temporary and final regulations promulgated under the Code. 

"Completion Date" means, with respect to the Facility, the date on which the District files 
a Certificate of Completion with the Trustee. 

"Corporation" means the Peninsula Health Care District Financing Corporation, a 
nonprofit, public benefit corporation organized and existing under and by virtue of the laws of 
the State. 

"Corporation Representative" means the President, Vice President, Treasurer, Chief 
Executive Officer or the Secretary, or the designee of either such official, or any other person 
authorized by resolution of the Corporation delivered to the Trustee to act on behalf of the 
Corporation under or with respect to the Site Lease, the Lease Agreement, the Assignment 
Agreement and the Trust Agreement. 

"Default Rate" upon an Event of Default, interest shall accrue at a rate of 6.41 %. 

"Delivery Costs Fund" means the fund by that name established and held by the Trustee 
pursuant to Article ill of the Trust Agreement. 

"Delivery Costs" means all items of expense directly or indirectly payable by or 
reimbursable to the District or the Corporation relating to the execution and delivery of the Site 
Lease, the Lease Agreement, the Trust Agreement and the Assignment Agreement or the 
execution, sale and delivery of the Certificates, including but not limited to filing and recording 
costs, settlement costs, printing costs, reproduction and binding costs, costs for statistical data, 
initial fees and charges of the Trustee (including the fees and expenses of its counsel), financing 
discounts, legal fees and charges, insurance fees and charges (including title insurance), 
financial and other professional consultant fees, costs of rating agencies for credit ratings, fees 
for execution, transportation and safekeeping of the Certificates and charges and fees in 
connection with the foregoing. 

"District" means Peninsula Health Care District, a health care district, duly organized 
and existing under and by virtue of the laws of the State. 

"District Representative" means the Chair, the Vice Chair, the Treasurer or the Chief 
Executive Officer, or the designee of any such official, or any other person authorized by 
resolution to act on behalf of the District under or with respect to the Trust Agreement and/ or 
the Lease Agreement and/ or the Site Lease and identified as such to the Trustee in writing. 
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"Event of Default" means an event of default under the Lease Agreement, as defined in 
Section 9.1 thereof. 

"Facility" means those certain existing facilities more particularly described in Exhibit B 
to the Lease Agreement. 

"Federal Securities" means (a) direct obligations (other than an obligation subject to 
variation in principal repayment) of the United States of America ("U.S. Treasury Obligations"), 
(b) obligations fully and unconditionally guaranteed as to timely payment of principal and 
interest by the United States of America, (c) obligations fully and unconditionally guaranteed as 
to timely payment of principal and interest by any agency or instrumentality of the United Sates 
of America when such obligations are backed by the full faith and credit of the United States of 
America, or (d) evidence of ownership of proportionate interests in future interest and principal 
payments on obligations described above held by a bank or trust company as custodian, under 
which the owner of the investment is the real party in interest and has the right to proceed 
directly and individually against the obligator and the underlying government obligations are 
not available to any person claiming through the custodian or to whom the custodian may be 
obligated. 

"Fiscal Year" means the twelve-month period beginning on July 1 of any year and ending 
on June 30 of the next succeeding year, or any other twelve-month period selected by the 
District as its fiscal year. 

"Governmental Authority" means the government of the United States of America or any 
other nation or any political subdivision thereof or any governmental or quasi-governmental 
entity, including any court, department, commission, board, bureau, agency, administration, 
central bank, service, district or other instrumentality of any governmental entity or other entity 
exercising executive, legislative, judicial, taxing, regulatory, fiscal, monetary or administrative 
powers or functions of or pertaining to government (including any supra-national bodies such 
as the European Union or the European Central Bank), or any arbitrator, mediator or other 
Person with authority to bind a party at law. 

"Hazardous Substance" means any substance that shall, at any time, be listed as 
"hazardous" or "toxic" in any Applicable Environmental Law or that has been or shall be 
determined at any time by any agency or court to be a hazardous or toxic substance regulated 
under Applicable Environmental Laws; and also means, without limitation, raw materials, 
building components, the products of any manufacturing, or other activities on the Facilities, 
wastes, petroleum, and source, special nuclear, or by-product material as defined by the Atomic 
Energy Act of 1954, as amended (42 USC Sections 3011 et seq.). 

"Hedging Agreements" means any interest rate swap agreements, interest rate cap 
agreements and interest rate collar agreements, or any other agreements or arrangements 
entered into by the Owner in connection with the initial execution and delivery of the 
Certificates and designed to protect the Owner against fluctuations in interest rates. 

"Independent Counsel" means an attorney duly admitted to the practice of law before the 
highest court of the state in which such attorney maintains an office and who is not an 
employee of the Corporation, the District or the Trustee. 

"Initial Disbursement" means the initial advance of the proceeds of the Certificates on the 
Closing Date in an amount specified in a Acknowledgement of Initial Funding of Certificates 
executed and delivered by the Owner on the Closing Date. 
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"Insurance and Condemnation Fund" means the fund by that name established and held 
by the Trustee pursuant to Section 7.01 of the Trust Agreement. 

"Interest Payment Date" means the first (1st) day of February and August in each year, 
commencing August 1, 2014, so long as any Certificates are Outstanding. 

"Lease Agreement" means that certain agreement for the lease of the Property by the 
Corporation to the District, dated as of February 1, 2014, together with any duly authorized and 
executed amendments thereto. 

"Lease Payment Date" means the fifteenth (15th) day of January and July in each year 
during the Term of the Lease Agreement, commencing July 15,2014. 

"Lease Payment Fund" means the fund by that name established and held by the Trustee 
pursuant to Section 5.02 of the Trust Agreement. 

"Lease Payments" means the total payments required to be paid by the District pursuant 
to Section 4.4 of the Lease Agreement, including any prepayment thereof pursuant to Article X 
of the Lease Agreement, which payments consist of an interest component and a principal 
component, as set forth in Exhibit C to the Lease Agreement. 

"Liquid Assets" shall mean, the District's unrestricted cash and cash equivalents, 
investments and Board-designated funds as of the end of any calculation date (investments 
shall mean stocks, bonds, mutual funds and other securities that can be readily sold for cash on 
stock exchanges or over-the-counter markets). Funds for the purposes of this definition shall 
exclude pledged and encumbered assets and restricted retirement assets. 

"Moody's" means Moody's Investors Service, New York, New York, or its successors. 

"Net Proceeds," when used with respect to insurance or condemnation proceeds, means 
any insurance proceeds or condemnation award paid with respect to the Property, to the extent 
remaining after payment therefrom of all expenses incurred in the collection thereof. 

"Outstanding," when used as of any particular time with respect to Certificates, means 
(subject to the provisions of Section 11.03 of the Trust Agreement) all Certificates theretofore 
executed and delivered by the Trustee under the Trust Agreement except: 

(a) Certificates theretofore canceled by the Trustee or surrendered to the Trustee for 
cancellation; and 

(b) Certificates for which other Certificates shall have been executed and delivered by 
the Trustee pursuant to Section 2.09 of the Trust Agreement. 

"Owner" or "Certificate Owner" or "Owner of a Certificate," or any similar term, when used 
with respect to a Certificate means the person in whose name such Certificate shall be registered 
on the Registration Books. The Owner on the Closing Date is W AB Investments, Inc., a wholly
owned subsidiary of Western Alliance Bank, an Arizona corporation. 

"Permitted Encumbrances" means, as of any particular time: (a) liens for general ad 
valorem taxes and assessments, if any, not then delinquent, or which the District may, pursuant 
to provisions of Article V of the Lease Agreement, permit to remain unpaid; (b) the Site Lease; 
(c) the Lease Agreement; (d) the Assignment Agreement; (e) any right or claim of any mechanic, 
laborer, materialman, supplier or vendor not filed or perfected in the manner prescribed by law; 
(f) easements, rights-of-way, mineral rights, drilling rights and other rights, reservations, 
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covenants, conditions or restrictions which exist of record as of the Closing Date and which the 
District certifies in writing will not materially impair the use of the Property; (g) easements, 
rights of way, mineral rights, drilling rights and other rights, reservations, covenants, 
conditions or restrictions established following the date of recordation of the Lease Agreement 
and to which the purchase money security interests on equipment permitted pursuant to 
Section 5.8 of the Lease Agreement. 

"Permitted Investments" means any of the following: 

(a) Federal Securities. 

(b) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by 
any of the following federal agencies and provided such obligations are backed by the full faith 
and credit of the United States of America (stripped securities are only permitted if they have 
been stripped by the agency itself): 

1. U.S. Export-Import Bank (Eximbank) 
Direct obligations or fully guaranteed certificates of beneficial ownership 

2. U.S. Farmers Home Administration (FmHA) 
Certificates of Beneficial Ownership 

3. Federal Financing Bank 

4. Federal Housing Administration Debentures (FHA) 

5. General Services Administration 
Participation Certificates 

6. Government National Mortgage Association (GNMA or Ginnie Mae) 
GNMA-guaranteed mortgage-backed bonds 
GNMA-guaranteed pass-through obligations 

7. U.S. Maritime Administration 
Guaranteed Title XI financing 

8. U.S. Department of Housing and Urban Development (HUD) 
Project Notes 
Local Authority Bonds 
New Communities Debentures -U.S. government guaranteed debentures 
U.S. Public Housing Notes and Bonds - U.S. government guaranteed public 
housing notes and bonds 

(c) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by 
any of the following federal agencies which are not backed by the full faith and credit of the 
United States of America (stripped securities are only permitted if they have been stripped by 
the agency itself): 

1. Federal Home Loan Bank System 
Senior debt obligations 

2. Federal Home Loan Mortgage Corporation (FHLMC or Freddie Mac) 
Participation Certificate 
Senior debt obligations 
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3. Federal National Mortgage Association (FNMA or Fannie Mae) 
Mortgage-backed securities and senior debt obligations 

4. Student Loan Marketing Association (SLMA or Sallie Mae) 
Senior debt obligations 

5. Resolution Funding Corp. (REFCORP) obligations 

6. Farm Credit System 
Consolidated systemwide bonds and notes 

(d) Money market funds registered under the Federal Investment Company Act of 1940, 
whose shares are registered under the Federal Securities Act of 1933, which invest solely in 
Federal Securities, if rated by S&P, having a rating of AAAm-G; and if rated by Moody's having 
a rating of Aaa, including such funds for which the Trustee, its affiliates or subsidiaries provide 
investment advisory or other management services or for which the Trustee or an affiliate of the 
Trustee serves as investment administrator, shareholder servicing agent, and/ or custodian or 
subcustodian, 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 
the Trust Agreement, which fees are separate from the fees received from such funds, and (iii) 
services performed for such funds and pursuant to the Trust Agreement may at times duplicate 
those provided to such funds by the Trustee or an affiliate of the Trustee. 

(e) Certificates of deposit secured at all times by collateral described in (a) and/or (b) 
above. Such certificates must be issued by commercial banks or savings and loan associations 
(including the Trustee or its affiliates). The collateral must be held by a third party and the 
Trustee must have a perfected first security interest in the collateral. 

(f) Certificates of deposit, savings accounts, deposit accounts or money market deposits 
which are fully insured by FDIC including those of the Trustee and its affiliates. 

(g) Commercial paper rated, at the time of purchase, "Prime-1" by Moody's and "A-1" 
or better by S&P. 

(h) Federal funds or bankers acceptances with a maximum term of 180 days of any bank, 
including the Trustee and its affiliates, which has an unsecured, uninsured and unguaranteed 
obligation rating of "Prime-1" or better by Moody's and 11 A-1" or better by S&P. 

(i) the Local Agency Investment Fund of the State1 created pursuant to 16429.1 of the 
California Government Code. 

(j) the San Mateo County pooled investment fund. 

(k) The Certificate of Deposit Account Registry Service (CDARS), subject to section 
53601.8 of the California Government Code. 

(1) other forms of investments that satisfy the Districfs Statement of Investment Policy. 

11Prepayment Fees" means, in connection with the termination of any Hedging Agreement 
entered into by the Owner in connection with its purchase of the Certificates resulting from an 
optional prepayment by the District of Lease Payments (and a redemption of Certificates), an 
amount equal to any costs/(benefits) incurred/(realized) by the Owner as a result of such 
termination. The Owner shall provide to the District and the Trustee/ at least 3 business days 
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prior to the redemption date, all detail relating to the calculation of any termination costs or 
economic benefits resulting from termination of the Hedging Agreement. In the event the 
termination results in an expense to the Owner, 100% of the expense will be added to the 
prepayment price of the Lease Payments as a prepayment premium. In the event the 
termination results in an economic benefit to the Owner, 100% of the benefit will be deducted 
from the prepayment price of the Lease Payments. 

"Principal Corporate Trust Office" means the corporate trust office of the Trustee located at 
One California Street, Suite 1000, San Francisco, CA 94111, Attention: Global Corporate Trust 
Services, or, solely for the purposes of the presentation of Certificates for payment or transfer, 
the designated corporate trust operations office of the Trustee or such other office designated by 
the Trustee from time to time. 

"Proceeds," when used with reference to the Certificates, means the face amount of the 
Certificates, less original issue discount. 

"Project Costs" means all costs of payment of, or reimbursement for, the Facility. 

"Project Fund" means the fund by that name established and held by the Trustee 
pursuant to Article III of the Trust Agreement. 

"Property" means, collectively, the Site and the Facility. 

"Rating Category" means, with respect to any Permitted Investment, one of the generic 
categories of rating by Moody's or S&P applicable to such Permitted Investment, without 
regard to any refinement or graduation of such rating category by a plus or minus sign or a 
numeral. 

"Registration Books" means the records maintained by the Trustee pursuant to Section 
2.12 of the Trust Agreement for registration of the ownership and transfer of ownership of the 
Certificates. 

"Regular Record Date" means the close of business on the fifteenth (15th) day of the 
month preceding each Interest Payment Date, whether or not such fifteenth (15th) day is a 
Business Day. 

"Rental Period" means each twelve-month period during the Term of the Lease 
Agreement commencing on February 2 in any year and ending on February 1 in the next 
succeeding year; provided, however, that the first Rental Period shall commence on the Closing 
Date and shall end on February 1, 2034. 

"S&P" means Standard & Poor's Ratings Services, a Standard & Poor's Financial 
Services LLC business, New York, New York, or its successors. 

"Site" means that certain real property more particularly described in Exhibit A to the 
Site Lease and in Exhibit A to the Lease Agreement. 

"Site Lease" means the Site Lease, dated as of February 1, 2014, by and between the 
District, as lessor, and the Corporation, as lessee, together with any duly authorized and 
executed amendments thereto. 

"State" means the State of California. 
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"Taxable Date" means the date when a final determination is made by the Internal 
Revenue Service that interest with respect to the Certificates is not excludible from the gross 
income of the Owner for federal income tax purposes caused by the actions or omissions of the 
District. 

"Term of the Lease Agreement" means the time during which the Lease Agreement is in 
effect, as provided in Section 4.2 of the Lease Agreement. 

"Trust Agreement" means the Trust Agreement, dated as of February 1, 2014, by and 
among the District, the Corporation and the Trustee, together with any duly authorized 
amendments thereto. 

"Trustee" means U.S. Bank National Association, or any successor thereto, acting as 
Trustee pursuant to the Trust Agreement. 
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EXHIBITB 

FORM OF THE CERTIFICATES 

Certificate of Participation 
(2014 Memory Care and Assisted Living Facility Financing Project) 

Evidencing a Direct, Undivided Fractional Interest of the 
Owners Hereof in Lease Payments to be Made by the 

PENINSULA HEALTH CARE DISTRICT 
As the Rental for Certain Property Pursuant to a Lease Agreement 

with the Peninsula Health Care District Financing Corporation 

RATE OF INTEREST MATURITY DATE DATED DATE 
3.91% Februar 1, 2034 Februar 4, 2014 

REGISTERED OWNER: WAB INVESTMENTS, INC., A WHOLLY-OWNED SUBSIDIARY OF 
WESTERN ALLIANCE BANK, AN ARIZONA CORPORATION 

PRINCIPAL AMOUNT: FORTY MILLION DOLLARS ($40,000,000) 

THIS IS TO CERTIFY THAT the registered owner identified above, or registered assigns 
(the "Owner"), as the registered owner of this Certificate of Participation (the "Certificate"), is 
the owner of a direct, undivided, fractional interest in a portion of the lease payments (the 
"Lease Payments") to be paid by the Peninsula Health Care District, a health care district, duly 
organized and existing under the laws of the State of California (the "District"), pursuant to that 
certain Lease Agreement, dated as of February 1, 2014, by and between the Peninsula Health 
Care District Financing Corporation, a nonprofit, public benefit corporation organized and 
existing under the laws of the State of California (the "Corporation") and the District (the 
"Lease Agreement"), which Lease Payments, prepayments and certain other rights and interests 
under the Lease Agreement have been assigned to U.S. Bank National Association, as trustee 
(the "Trustee"), having a corporate trust office in San Francisco, California, or any other such 
location so designated by the Trustee (the "Principal Corporate Trust Office"). 

The Owner is entitled to receive, subject to the terms of the Lease Agreement, on the 
Maturity Date identified above, up to the Principal Amount identified above, representing a 
direct, undivided fractional portion of the Lease Payments designated as principal coming due 
on such date, and to receive on February 1 and August 1 of each year, commencing August 1, 
2014 (each, an "Interest Payment Date"), until payment in full of said Principal Amount, the 
Owner's direct, undivided fractional share of the Lease Payments designated as interest with 
respect to the Outstanding Balance (as hereinafter defined) coming due during the six months 
immediately preceding each of the Interest Payment Dates; provided that interest represented 
hereby shall be payable from the Interest Payment Date next preceding the date of execution of 
this Certificate unless (i) this Certificate is executed on an Interest Payment Date, in which event 
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interest shall be payable from such Interest Payment Date, or (ii) this Certificate is executed after 
the close of business on the fifteenth (15th) day of the month immediately preceding an Interest 
Payment Date, and prior to such Interest Payment Date, in which event interest shall be payable 
from such Interest Payment Date, or (iii) this Certificate is executed on or before July 15, 2014, in 
which event interest shall be payable from the Dated Date stated above; provided, however, that 
if, as of the date of execution of any Certificate, interest is in default with respect to any 
Outstanding Certificates, interest represented by such Certificate shall be payable from the 
Interest Payment Date to which interest has previously been paid or made available for 
payment with respect to the Outstanding Certificates. Payment of defaulted interest shall be 
paid by check of the Trustee mailed to the registered owners of the Certificates as of a special 
record date to be fixed by the Trustee in its sole discretion, notice of which shall be given to the 
registered owners of the Certificates not less than ten (10) days prior to such special record date. 
Said direct, undivided fractional share of the portion of the Lease Payments designated as 
interest is the result of the multiplication of the aforesaid portion of the Lease Payments 
designated as principal by the Rate of Interest per annum identified above. Interest represented 
hereby is payable in lawful money of the United States of America by check mailed by the 
Trustee on each Interest Payment Date by first class mail to the Owner at his address as it 
appears on the registration books of the Trustee, as of the close of business on the fifteenth 
(15th) day of the month immediately preceding each Interest Payment Date or, upon written 
request filed with the Trustee prior to the fifteenth (15th) day of the month immediately 
preceding the Interest Payment Date by a registered owner of at least $1,000,000 in aggregate 
principal amount of Certificates, by wire transfer in immediately available funds to an account 
in the United States designated by each registered owner in such written request. Principal 
represented hereby is payable in lawful money of the United States of America by check of the 
Trustee upon presentation and surrender hereof at the Principal Corporate Trust Office. 

The "Outstanding Balance" shall mean the principal amount of the Certificates which 
has been advanced by the purchaser thereof and has not been repaid by the District as of the 
date of calculation of the Outstanding Balance. Interest shall accrued upon the principal amount 
of the Certificates advanced in accordance with the following disbursement schedule: 

Date of Disbursement 
Closing Date 
May1, 2014 

August 1, 2014 
~ovember1,2014 
February 1, 2015 

Amount of Disbursement 
$ 2,990,000.00 

1,540,000.00 
4,445,000.00 
5,660,000.00 

25,365,000.00 

This Certificate has been executed and delivered by the Trustee pursuant to the terms of 
a Trust Agreement by and among the Trustee, the Corporation and the District, dated as of 
February 1, 2014 (the "Trust Agreement"). The District is authorized to enter into the Lease 
Agreement and the Trust Agreement under the laws of the State of California. Reference is 
hereby made to the Lease Agreement and the Trust Agreement (copies of which are on file at 
the Principal Corporate Trust Office) for a description of the terms on which the Certificates are 
delivered, the rights thereunder of the registered owners of the Certificates, the rights, duties 
and immunities of the Trustee and the rights and obligations of the District under the Lease 
Agreement, all of the provisions of which the Owner of this Certificate, by acceptance hereof, 
assents and agrees. 

The District is obligated under the Lease Agreement to pay Lease Payments from any 
source of legally available moneys and the District has covenanted in the Lease Agreement to 
make the necessary annual appropriations therefor. The obligation of the District to pay the 
Lease Payments does not constitute an obligation of the District for which the District is 
obligated to levy or pledge any form of taxation or for which the District has levied or pledged 
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any form of taxation. The obligation of the District to pay Lease Payments does not constitute an 
indebtedness within the meaning of any constitutional or statutory debt limitation or restriction. 

To the extent and in the manner permitted by the terms of the Trust Agreement, the 
provisions of the Trust Agreement may be amended by the parties thereto with the written 
consent of the registered owners of at least sixty percent ( 60%) in aggregate principal amount of 
the Certificates then outstanding and may be amended without such consent under certain 
circumstances; provided that no such amendment shall impair the right of any registered owner 
to receive, in any case, such registered owner's fractional share of any Lease Payment or 
prepayment thereof in accordance with such registered owner's Certificate, without the consent 
of such registered owner. 

This Certificate is transferable by the Owner, in person or by his attorney duly 
authorized in writing, at the Principal Corporate Trust Office, but only in the manner, subject to 
the limitations and upon payment of any charges provided in the Trust Agreement and upon 
surrender and cancellation of this Certificate. Upon such transfer, a new Certificate or 
Certificates of an authorized denomination or denominations for the same aggregate principal 
amount will be delivered to the transferee in exchange for this Certificate. The District, the 
Corporation and the Trustee may treat the Owner as the absolute owner hereof for all purposes, 
whether or not the payments represented by this Certificate shall be overdue and the District, 
the Corporation and the Trustee shall not be affected by any notice to the contrary. 

The Certificates are subject to extraordinary redemption, in whole or in part, on any 
Interest Payment Date, from the Net Proceeds of insurance, title insurance or eminent domain 
proceedings credited towards the redemption of the Lease Payments pursuant to the Lease 
Agreement, at a redemption price equal to 100% of the principal amount to be redeemed, 
together with accrued interest represented thereby to the date fixed for redemption, plus or 
minus any Prepayment Fees (as defined in the Trust Agreement). 

The Certificates are subject to optional redemption prior to maturity from the proceeds 
of the optional prepayment of Lease Payments made by the District pursuant to the Lease 
Agreement in whole or in part on any date, at the par amount thereof to be redeemed, plus 
accrued interest to the date of redemption, plus or minus any Prepayment Fees. 

The Certificates are subject to mandatory redemption in part on February 1 in each year 
on and after February 1, 2017, to and including February 1, 2034, from the principal components 
of scheduled Lease Payments required to be paid by the District pursuant to the Lease 
Agreement with respect to each such redemption date (subject to abatement, as set forth in the 
Lease Agreement), at a redemption price equal to the principal amount thereof to be redeemed, 
together with accrued interest to the date fixed for redemption, without premium, as follows: 
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+Maturity. 

Year 
(February 1) 

2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034t 

Principal Amount of 
Certificates to be Redeemed 

$ 525,000 
1,000,000 
1,040,000 
1,085,000 
1,130,000 
1,180,000 
1,225,000 
1,275,000 
1,325,000 
1,380,000 
1,435,000 
1,495,000 
1,555,000 
1,620,000 
1,685,000 
1,750,000 
1,825,000 

17,470,000 

Notice of redemption is to be given by the Trustee by mailing a redemption notice by 
first class mail at least thirty (30) days and not more than sixty (60) days prior to the date fixed 
for redemption to the registered owner of the Certificate or Certificates to be redeemed at the 
address shown on the Certificate registration books maintained by the Trustee. Notice of 
redemption having been given as aforesaid, the Certificates or portions of Certificates so to be 
redeemed shall, on the redemption date, become due and payable at the redemption price 
therein specified, and from and after such date (unless the District shall default in the payment 
of the redemption price) interest with respect to such Certificates or portions of Certificates shall 
cease to accrue and be payable. Neither the failure to receive such notice nor any defect in any 
notice shall affect the sufficiency of the proceedings for the redemption of Certificates. 

The Trustee has no obligation or liability to the registered owners of the Certificates to 
make payments of principal or interest with respect to the Certificates. The Trustee's sole 
obligations are to administer, for the benefit of the registered owners of the Certificates, the 
various funds and accounts established under the Trust Agreement. The Trustee makes no 
representation concerning the recitals contained in the Trust Agreement or in this Certificate. 

The District has certified, recited and declared that all conditions, things and acts 
required by the constitution and statutes of the State of California, the Lease Agreement and the 
Trust Agreement to exist, to have happened and to have been performed precedent to and in 
the delivery of this Certificate, do exist, have happened and have been performed in due time, 
form and manner as required by law. 
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IN WITNESS WHEREOF, this Certificate has been executed by U.S. Bank National 
Association, as trustee, acting pursuant to the Trust Agreement. 

Date of Execution: February 4, 2014 

U.S. BANK NATIONAL ASSOCIATION, as 
Trustee 

By __________________________________ _ 
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ASSIGNMENT 

For value received, the undersigned do( es) hereby sell, assign and transfer unto 

(Name, Address and Tax Identification or Social Security Number of Assignee) 

the within Certificate and do(es) hereby irrevocably constitute and appoint 

attorney, to transfer the same on the registration books of the Trustee, with full power of substitution in 
the premises. 

Dated: ____________________ __ 

Signature Guaranteed: 

NOTICE: Signature guarantee shall be made by a 
guarantor institution participating in the Securities 
Transfer Agents Medallion Program or in such other 
guarantee program acceptable to the Trustee. 

NOTICE: The signature(s) on this Assignment must 
correspond with the name(s) as written on the face of 
the within Certificate in every particular, without 
alteration or enlargement or any change whatsoever. 

Exhibit B 
Page6 



Exhibit C 
Page 1 

EXHIBIT C 
 

FORM OF INVESTOR’S LETTER 
 
 
 
 

Peninsula Health Care District 
Burlingame, California 
 
U.S. Bank National Association 
San Francisco, California 

 
Re: Certificates of Participation (2014 Memory Care and Assisted Living Facility Financing 

Project) Evidencing Direct, Undivided Fractional Interests of the Owners Thereof in Lease 
Payments to be Made by the Peninsula Health Care District, as the Rental for Certain 
Property Pursuant to a Lease Agreement with the Peninsula Health Care District Financing 
Corporation 

 
 
Ladies and Gentlemen: 

 
The undersigned (the “Purchaser”), being the purchaser of the above-referenced 

certificates of participation (the “Certificates”) does hereby certify, represent and warrant for 
the benefit of the Peninsula Health Care District (the “District”) and the U.S. Bank National 
Association (the “Trustee”) that: 

 
(a) The Purchaser (MARK OR INDICATE APPROPRIATELY): 
 
[___] is a qualified institutional buyer” (a “Qualified Institutional Buyer”) 

within the meaning of Rule 144A promulgated under the Securities Act of 1933, as 
amended (the “Securities Act”), 

 
[___] is an “accredited investor” as defined in Section 501(a)(1), (2), (3) or (7) 

of Regulation D promulgated under the Securities Act (an “Accredited Investor”), or 
 
[___] a trust, partnership, custodial arrangement or similar entity, interests in 

which are offered and sold in a private placement or limited offering only to Qualified 
Institutional Buyers or Accredited Investors. 

 
(b) The Purchaser understands that the Certificates have not been registered 

under the United States Securities Act of 1933, as amended, or under any state 
securities laws. The Purchaser agrees that it will comply with any applicable state and 
federal securities laws then in effect with respect to any disposition of the Certificates 
by it, and further acknowledges that any current exemption from registration of the 
Certificates does not affect or diminish such requirements. 

 
(c) The Purchaser is not now and has never been controlled by, or under 

common control with, the District. The District has never been and is not now controlled 
by the Purchaser. The Purchaser has entered into no arrangements with the District or 
with any affiliate in connection with the Certificates, other than as disclosed to the 
District. 
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d) The Purchaser has authority to purchase the Certificates and to execute 
this letter and any other instruments and documents required to be executed by the 
Purchaser in connection with the purchase of the Certificates. The individual who is 
signing this letter on behalf of the Purchaser is a duly appointed, qualified, and acting 
officer of the Purchaser and is authorized to cause the Purchaser to make the 
certificates, representations and warranties contained herein by execution of this letter 
on behalf of the Purchaser.  

 
(e) The Purchaser understands that the Certificates are not secured by any 

pledge of any moneys received or to be received from taxation by the District, the State 
of California or any political subdivision or taxing district thereof; that the Certificates 
will never represent or constitute a general obligation or a pledge of the faith and credit 
of the District, the State of California or any political subdivision thereof; that no right 
will exist to have taxes levied by the State of California or any political subdivision 
thereof for the payment of principal and interest with respect to the Certificates; and 
that the liability of the District with respect to the Certificates is subject to further 
limitations as set forth in the Lease Agreement. 

 
(f) The Purchaser has been informed that the Certificates (i) have not been 

and will not be registered or otherwise qualified for sale under the “Blue Sky” laws and 
regulations of any jurisdiction, and (ii) will not be listed on any stock or other securities 
exchange. 

 
(g) The Purchaser acknowledges that it has the right to sell and transfer the 

Certificates, subject to compliance with the transfer restrictions set forth in Section 2.08 
of the Trust Agreement, including in certain circumstances the requirement for the 
delivery to the District and the Trustee of an investor’s letter in the same form as this 
Investor’s Letter, including this paragraph. Failure to comply with the provisions of 
Section 2.08 of the Trust Agreement shall cause the purported transfer to be null and 
void. The Purchaser agrees to indemnify and hold harmless the District with respect to 
any claim asserted against the District that arises with respect to any sale, transfer or 
other disposition of the Certificates by the Purchaser or any transferee thereof in 
violation of the provisions of the Trust Agreement. 

 
(h) None of the Trustee or Bond Counsel,, its members, its governing body, 

or any of its employees, counsel or agents will have any responsibility to the Purchaser 
for the accuracy or completeness of information obtained by the Purchaser from any 
source regarding the District or its financial condition or the Project, or regarding the 
Certificates, the provision for payment thereof, or the sufficiency of any security 
therefor. No written information has been provided by the District to the Purchaser with 
respect to the Certificates. The Purchaser acknowledges that, as between the Purchaser 
and all of such parties, the Purchaser has assumed responsibility for obtaining such 
information and making such review as the Purchaser deemed necessary or desirable in 
connection with its decision to purchase the Certificates. 

 
(i) The Purchaser acknowledges that the Certificates are exempt from the 

requirements of Rule 15c2-12 of the Securities and Exchange Commission and that the 
District has not undertaken to provide any continuing disclosure with respect to the 
Certificates. 
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The Purchaser acknowledges that the sale of the Certificates to the Purchaser is 
made in reliance upon the certifications, representations and warranties herein by the 
addressees hereto. Capitalized terms used herein and not otherwise defined have the 
meanings given such terms in the Trust Agreement. 

 
[PURCHASER] 
 
 
 
By    
Name    
Title    

 



NUMBERR-1 ***$40,000,000*** 

Certificate of Participation 
(2014 Memory Care and Assisted Living Facility Financing Project) 

Evidencing a Direct, Undivided Fractional Interest of the 
Owners Hereof in Lease Payments to be Made by the 

PENINSULA HEALTH CARE DISTRICT 
As the Rental for Certain Property Pursuant to a Lease 

with the Peninsula Health Care District Financing Corporation 

REGISTERED OWNER: 

·PRINCIPAL AMOUNT: 

THIS IS TO CERTIFY THAT the 
(the "Owner"), as the registered owner 
the owner of a direct, undivided, 
"Lease Payments") to be paid 
organized and existing under rn€11l'fa·ws 

above, or registered assigns 
,J,..,. . ..-u,,,nation (the "Certificate"), is 

portion of the lease payments (the 
District, a health care district, duly 

uuv.LJcua. (the "District"), pursuant to that 
certain Lease Agreement, 
Care District Financing 
existing under the laws 
"Lease Agreement"), 
under the Lease 

by and between the Peninsula Health 
no:nDJroEI!t. public benefit corporation organized and 

cu.y~.LJLL.LQ (the "Corporation") and the District (the 
ayments and certain other rights and interests 

pC>.LFJ.L'"''-'- to U.S. Bank National Association, as trustee 
office in San Francisco, California, or any other such 
"Principal Corporate Trust Office"). 

(the "Trustee"), 
location so desi 

ve, subject to the terms of the Lease Agreement, on the 
fied up to the Principal Amount identified above, representing a 
ctional portion of the Lease Payments designated as principal coming due 
receive on February 1 and August 1 of each year, commencing August 1, 

Payment Date"), until payment in full of said Principal Amount, the 
n ided fractional share of the Lease Payments designated as interest with 
tstanding Balance (as hereinafter defined) coming due during the six months 

ceding each of the Interest Payment Dates; provided that interest represented 
--~· -~"" hereby sh payable from the Interest Payment Date next preceding the date of execution of 

this Certificate unless (i) this Certificate is executed on an Interest Payment Date, in which event 
interest shall be payable from such Interest Payment Date, or (ii) this Certificate is executed after 
the close of business on the fifteenth (15th) day of the month immediately preceding an Interest 
Payment Date, and prior to such Interest Payment Date, in which event interest shall be payable 
from such Interest Payment Date, or (iii) this Certificate is executed on or before July 15, 2014, in 
which event interest shall be payable from the Dated Date stated above; provided, however, that 
if, as of the date of execution of any Certificate, interest is in default with respect to any 
Outstanding Certificates, interest represented by such Certificate shall be payable from the 
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Interest Payment Date to which interest has previously been paid or made available for 
payment with respect to the Outstanding Certificates. Payment of defaulted interest shall be 
paid by check of the Trustee mailed to the registered owners of the Certificates as of a special 
record date to be fixed by the Trustee in its sole discretion, notice of which shall be given to the 
registered owners of the Certificates not less than ten (10) days prior to such special record date. 
Said direct, undivided fractional share of the portion of the Lease Payments designated as 
interest is the result of the multiplication of the aforesaid portion of the Lease Payments 
designated as principal by the Rate of Interest per annum identified above. Interest represented 
hereby is payable in lawful money of the United States of America by mailed by the 
Trustee on each Interest Payment Date by first class mail to the Owner address as it 
appears on the registration books of the Trustee, as of the close of business fifteenth 
(15th) day of the month immediately preceding each Interest Date or, 
request filed with the Trustee prior to the fifteenth (15th) day 
preceding the Interest Payment Date by a registered owner of 
principal amount of Certificates, by wire transfer in · 
in the United States designated by each registered owner 
represented hereby is payable in lawful money of the 
Trustee upon presentation and surrender hereof at the P-r.tir.,,,_.. 

The "Outstanding Balance" shall mean the 
has been advanced by the purchaser thereof and has 
date of calculation of the Outstanding Balance terest 

Certificates which 
the District as of the 
the principal amount 

·"'"";uucHL schedule: of the Certificates advanced in accordance 

Date of Disbursemen 
Closing Date 
May 1, 201~~· '%>. 

August 1, 
November 
February 

of Disbursement 
$ 2,990,000.00 

1,540,000.00 
4,445,000.00 
5,660,000.00 

25,365,000.00 

This Certificate 
a Trust Agreement 
February 1, 2014 
Agreement an 

uted a delivered by the Trustee pursuant to the terms of 
stee, the Corporation and the District, dated as of 

ent"). The District is authorized to enter into the Lease 
t under the laws of the State of California. Reference is 
t and the Trust Agreement (copies of which are on file at 

ce) for a description of the terms on which the Certificates are 
hereby made 
the Princi£ 
delivere 
and· 
Ag 
as 

thereun r of the registered owners of the Certificates, the rights, duties 
he Trustee and the rights and obligations of the District under the Lease 

rovisions of which the Owner of this Certificate, by acceptance hereof, 

ct is obligated under the Lease Agreement to pay Lease Payments from any 
source of le a available moneys and the District has covenanted in the Lease Agreement to 
make the ssary annual appropriations therefor. The obligation of the District to pay the 
Lease Payments does not constitute an obligation of the District for which the District is 
obligated to levy or pledge any form of taxation or for which the District has levied or pledged 
any form of taxation. The obligation of the District to pay Lease Payments does not constitute an 
indebtedness within the meaning of any constitutional or statutory debt limitation or restriction. 

To the extent and in the manner permitted by the terms of the Trust Agreement, the 
provisions of the Trust Agreement may be amended by the parties thereto with the written 
consent of the registered owners of at least sixty percent (60%) in aggregate principal amount of 
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the Certificates then outstanding and may be amended without such consent under certain 
circumstances; provided that no such amendment shall impair the right of any registered owner 
to receive, in any case, such registered owner's fractional share of any Lease Payment or 
prepayment thereof in accordance with such registered owner's Certificate, without the consent 
of such registered owner. 

This Certificate is transferable by the Owner, in person or by his attorney duly 
authorized in writing, at the Principal Corporate Trust Office, but only in the manner, subject to 
the limitations and upon payment of any charges provided in the Trust and upon 
surrender and cancellation of this Certificate. Upon such transfer, a te or 
Certificates of an authorized denomination or denominations for the same principal 
amount will be delivered to the transferee in exchange for this Certificate · the 
Corporation and the Trustee may treat the Owner as the absolute 
whether or not the payments represented by this Certificate 
the Corporation and the Trustee shall not be affected by any 

The Certificates are subject to extraordinary ... "'"-"-Y~"'I part, on any 
Interest Payment Date, from the Net Proceeds of· 
proceedings credited towards the redemption of the 
Agreement, at a redemption price equal to 100% of 
together with accrued interest represented thereby to 
minus any Prepayment Fees (as defined in the 

The Certificates are subject to 
of the optional prepayment of Lease 
Agreement in whole or in part on 
accrued interest to the date of ... ~'"-)JW1Lf-' 

The Certificates are 
on and after February 1, 2017, 

~HLHI.~Ht domain 
to the Lease 

to be redeemed, 
redemption, plus or 

to maturity from the proceeds 
District pursuant to the Lease 
t thereof to be redeemed, plus 

Prepayment Fees. 

in part on February 1 in each year 
1, 2034, from the principal components 

of scheduled Lease 
Agreement with 
Lease Agreement), 

paid the District pursuant to the Lease 

together with 

date (subject to abatement, as set forth in the 
to the principal amount thereof to be redeemed, 

fixed for redemption, without premium, as follows: 
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+Maturity. 

Year 
(February 1) 

2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034t 

Principal Amount of 
Certificates to be Redeemed 

$ 525,000 
1,000,000 
1,040,000 
1,085,000 
1,130,000 
1,180,000 
1,225,000 
1,275,000 
1,325,000 
1,380,000 
1,435,000 
1,495,000 
1,555,000 
1,620,000 
1,685,vv•vd07 

Notice of redemption is to be given 
first class mail at least thirty (30) days and 
for redemption to the registered owner 
address shown on the Certificate 
redemption having been given as 

a redemption notice by 
days prior to the date fixed 

u.u,_u..,_., to be redeemed at the 
an•<a.Luc:u by the Trustee. Notice of 

or portions of Certificates so to be 
and payable at the redemption price 

the District shall default in the payment 
Certificates or portions of Certificates shall 

to receive such notice nor any defect in any 
for the redemption of Certificates. 

redeemed shall, on the 
therein specified, and from 
of the redemption price) +<>1"<><il!lu' 

cease to accrue and be 
notice shall affect the 

, uauJLuty to the registered owners of the Certificates to 
nu-,: ..... .,,,1" with respect to the Certificates. The Trustee's sole 

benefit of the registered owners of the Certificates, the 
under the Trust Agreement. The Trustee makes no 

contained in the Trust Agreement or in this Certificate. 

has certified, recited and declared that all conditions, things and acts 
· and statutes of the State of California, the Lease Agreement and the 

to have happened and to have been performed precedent to and in 
is do exist, have happened and have been performed in due time, 
as required by law. 
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IN WITNESS WHEREOF, this Certificate has been executed by U.S. Bank National 
Association, as trustee, acting pursuant to the Trust Agreement. 

Date of Execution: February 4, 2014 

U.S. BANK NATIONAL ASSOCIATION, as 
Trustee 
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ASSIGNMENT 

For value received, the undersigned do(es) hereby sell, assign and transfer unto 

(Name, Address and Tax Identification or Social Security Number of Assignee) 

the within Certificate and do(es) hereby irrevocably constitute and appoint 

attorney, to transfer the same on the registration books of the Trustee, with full power '" '"""L'"' in 
the premises. 

Dated: __________ _ 

Signature Guaranteed: 

NOTICE: Signature guarantee shall be made by a 
guarantor institution participating in the Securities 
Transfer Agents Medallion Program or in such other 
guarantee program acceptable to the Trustee. 

Assignment must 
written on the face of 

particular, without 
any change whatsoever. 
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NEW ISSUE RATINGS: 
BANK QUALIFIED S&P: “AA-” (AGM-insured) 
 S&P: “BBB+” (Underlying) 
 (See “RATINGS” herein) 
 
In the opinion of Quint & Thimmig LLP, San Francisco, California, Special Counsel, subject to compliance by the District with certain 
covenants, interest with respect to the Certificates is excludable from gross income of the owners thereof for federal income tax purposes 
and is not included as an item of tax preference in computing the federal alternative minimum tax for individuals and corporations, but 
such interest is taken into account in computing an adjustment used in determining the federal alternative minimum tax for certain 
corporations. In addition, in the opinion of Special Counsel, the Lease Agreement is a “qualified tax-exempt obligation” under section 
265(b)(3) of the Internal Revenue Code of 1986. In addition, in the opinion of Special Counsel, interest with respect to the Certificates is 
exempt from personal income taxation imposed by the State of California. See “TAX MATTERS” herein. 
 

 

 

$2,366,000 
CERTIFICATES OF PARTICIPATION 

(2013 Refinancing Project) 
Evidencing the Direct, Undivided Fractional Interests 

of the Owners Thereof in Lease Payments to be Made by the 
PLEASANT HILL RECREATION AND PARK DISTRICT 

(Contra Costa County, California) 
As the Rental for Certain Property Pursuant to a Lease Agreement 

with the Public Property Financing Corporation of California 
 

 

Dated: Date of Delivery Due: February 1, 2030 
 
The $2,366,000 Certificates of Participation (2013 Refinancing Project) (the “Certificates”), are being sold to provide funds, together with 
other available moneys, to (a) refinance the acquisition, construction, installation, modernization and equipping of improvements to various 
District facilities and, therefore, to provide for the refunding of (i) the outstanding California Special Districts Association Finance 
Corporation Certificates of Participation (California Special Districts Finance Program), 1997 Series DD, and (ii) the outstanding California 
Special Districts Association Finance Corporation Certificates of Participation (California Special Districts Finance Program), 1999 Series KK, 
(b) fund a reserve fund for the Certificates, and (c) pay delivery costs incurred in connection with the execution, delivery and sale of the 
Certificates. The Certificates will evidence direct, undivided fractional interests of the owners thereof in Lease Payments (as defined herein) 
to be made by the District to the Public Property Financing Corporation of California (the “Corporation”) for the use and occupancy of the 
Property (as defined herein) under and pursuant to a Lease Agreement, dated as of July 1,2013, between the District and the Corporation 
(the “Lease Agreement”). The Corporation will assign its right to receive Lease Payments from the District under the Lease Agreement and 
its right to enforce payment of the Lease Payments when due or otherwise protect its interest in the event of a default by the District 
thereunder to U.S. Bank National Association, San Francisco,, California, as trustee (the “Trustee”), for the benefit of the registered owners 
of the Certificates. The District’s obligations under the Lease Agreement are not subject to abatement. 
 
The Certificates are subject to optional, mandatory, and extraordinary redemption, as described herein. See “THE CERTIFICATES—
Redemption.” 
 
The scheduled payment of principal and interest with respect to the Certificates when due will be guaranteed under an insurance policy to 
be issued concurrently with the delivery of the Certificates by ASSURED GUARANTY MUNICIPAL CORP. 
 

 
 
NEITHER THE CERTIFICATES NOR THE OBLIGATION OF THE DISTRICT TO MAKE LEASE PAYMENTS UNDER THE LEASE 
AGREEMENT CONSTITUTES A DEBT OR INDEBTEDNESS OF THE DISTRICT OR THE STATE OF CALIFORNIA OR ANY POLITICAL 
SUBDIVISION THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATIONS OR 
RESTRICTION OR AN OBLIGATION FOR WHICH THE DISTRICT IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION 
OR FOR WHICH THE DISTRICT HAS LEVIED OR PLEDGED ANY FORM OF TAXATION. 
 

MATURITY SCHEDULE 
 

$2,366,000 3.65% Term Certificates maturing February 1, 2030; Price: 100% 
 
 
The cover page contains certain information for general reference only. It is not a summary of all the provisions of the Certificates. Investors 
must read the entire Private Placement Memorandum to obtain information essential to the making of an informed investment decision. See 
“RISK FACTORS” herein for a discussion of special risk factors that should be considered, in addition to the other matters set forth herein, 
in evaluating the investment quality of the Certificates. 
 
The Certificates will be subject to approval by Quint & Thimmig LLP, San Francisco, California, as Special Counsel. Certain matters will be 
passed upon for the District by Mark Cornelius, Esq., Pleasant Hill, California, District Counsel, and by Quint & Thimmig LLP, San 
Francisco, California, as Disclosure Counsel. It is anticipated that the Certificates will be available for delivery on or about August 2, 2013. 
 
Dated: July 26, 2013 
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No dealer, broker, salesperson, or other person has been authorized by the District, the 
Corporation or the Purchaser to give any information or to make any representations, other than those 
contained in this Private Placement Memorandum, and if given or made, such other information or 
representations must not be relied upon as having been authorized by the District, the Corporation or the 
Purchaser. 

 
This Private Placement Memorandum does not constitute an offer to sell or the solicitation of an 

offer to buy, nor shall there be any sale of, the Certificates by any person in any jurisdiction in which it is 
unlawful for such person to make such offer, solicitation or sale. 

 
This Private Placement Memorandum is not to be construed as a contract with the purchasers of 

the Certificates. Statements contained in this Private Placement Memorandum which involve estimates, 
forecasts or matters of opinion, whether or not expressly so described herein, are intended solely as such 
and are not to be construed as representations of fact. 

 
While the District maintains an internet website for various purposes, none of the information on 

such website is incorporated by reference herein or intended to assist investors in making any investment 
decision or to provide any continuing information with respect to the Certificates. 

 
When used in this Private Placement Memorandum and in any continuing disclosure by the 

District, in any press release and in any oral statement made with the approval of an authorized officer of 
the District, the words or phrases “will likely result,” “are expected to,” “will continue,” “is anticipated,” 
“estimate,” “project,” “forecast,” “expect,” “intend” and similar expressions identify “forward looking 
statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Such statements 
are subject to risks and uncertainties that could cause actual results to differ materially from those 
contemplated in such forward-looking statements. Any forecast is subject to such uncertainties. 
Inevitably, some assumptions used to develop the forecasts will not be realized and unanticipated events 
and circumstances may occur. Therefore, there are likely to be differences between forecasts and actual 
results, and those differences may be material. The information and expressions of opinion herein are 
subject to change without notice, and neither the delivery of this Private Placement Memorandum nor 
any sale made hereunder will, under any circumstances, give rise to any implication that there has been 
no change in the affairs of the District since the date hereof. 

 
The information set forth herein has been obtained from sources which are believed to be reliable 

but is not guaranteed as to accuracy or completeness, and is not to be construed as a representation of 
such by the District or the Corporation. The information and expressions of opinion stated herein are 
subject to change without notice. The delivery of this Private Placement Memorandum shall not, under 
any circumstances, create any implication that there has been no change in the affairs of the District or the 
Corporation since the date hereof. All summaries of the Certificates, the Lease Agreement, the Trust 
Agreement, the Assignment Agreement, the Site and Facility Lease, or other documents, are made subject 
to the provisions of such documents and do not purport to be complete statements of any or all of such 
provisions. Reference is hereby made to such documents on file with the Superintendent of the District 
for further information. See “INTRODUCTION—Other Information.” 

 
This Private Placement Memorandum is submitted in connection with the sale of the Certificates 

referred to herein and may not be reproduced or used, in whole or in part, for any other purpose. 
 
THE CERTIFICATES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, 

AS AMENDED, IN RELIANCE UPON AN EXCEPTION FROM THE REGISTRATION REQUIREMENTS 
CONTAINED IN SUCH ACT. THE CERTIFICATES HAVE NOT BEEN REGISTERED OR QUALIFIED 
UNDER THE SECURITIES LAWS OF ANY STATE. 

 
Assured Guaranty Municipal Corp. (“AGM”) makes no representation regarding the Certificates 

or the advisability of investing in the Certificates. In addition, AGM has not independently verified, 
makes no representation regarding, and does not accept any responsibility for the accuracy or 
completeness of this Private Placement Memorandum or any information or disclosure contained herein, 
or omitted herefrom, other than with respect to the accuracy of the information regarding AGM supplied 
by AGM and presented under the heading “MUNICIPAL BOND INSURANCE” and APPENDIX D—
“SPECIMEN MUNICIPAL INSURANCE POLICY.” 
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PRIVATE PLACEMENT MEMORANDUM 
 

$2,366,000 
CERTIFICATES OF PARTICIPATION 

(2013 Refinancing Project) 
Evidencing the Direct, Undivided Fractional Interests 

of the Owners Thereof in Lease Payments to be Made by the 
PLEASANT HILL RECREATION AND PARK DISTRICT 

As the Rental for Certain Property Pursuant to a Lease Agreement with the 
Public Property Financing Corporation of California 

 
 

INTRODUCTION 
 
This Introduction is not a summary of this Private Placement Memorandum. It is only a 

brief description of and a guide to, and is qualified by, the more complete information 
contained in this Private Placement Memorandum, including the cover page and appendices 
hereto, and the documents summarized or described herein. A full review should be made of 
the entire Private Placement Memorandum and the documents summarized or described 
herein. The offering of Certificates to potential investors is made only by means of the entire 
Private Placement Memorandum. 

 
This Private Placement Memorandum, which includes the cover page and appendices 

hereto, provides certain information with respect to the sale of $2,366,000 aggregate principal 
amount of Certificates of Participation (2013 Refinancing Project) (the “Certificates”), 
evidencing the direct, undivided fractional interests of the registered owners thereof (the 
“Owners”) in Lease Payments (as defined below) to be made by the Pleasant Hill Recreation 
and Park District (the “District”) as the rental for certain improvements and the site thereof, as 
described more fully herein (the “Property”), to be leased by the District pursuant to a Lease 
Agreement, dated as of July 1, 2013 (the “Lease Agreement”), by and between the Public 
Property Financing Corporation of California (the “Corporation”), a nonprofit, public benefit 
corporation duly organized and existing under the laws of the State of California (the “State”) 
and the District. The District will lease the Property to the Corporation pursuant to a Site and 
Facility Lease, dated as of July 1, 2013 (the “Site and Facility Lease”), between the District and 
the Corporation, for leaseback pursuant to the Lease Agreement. 

 
The Certificates are being executed and delivered pursuant to a Trust Agreement, dated 

as of July 1, 2013 (the “Trust Agreement”), by and among the Corporation, the District and U.S. 
Bank National Association, San Francisco, California, as trustee (the “Trustee”). Pursuant to an 
Assignment Agreement, dated as of July 1, 2013 (the “Assignment Agreement”), the 
Corporation will assign to the Trustee, for the benefit of the Owners, substantially all of the 
Corporation’s rights under the Lease Agreement, including its right to receive and collect Lease 
Payments and prepayments from the District under the Lease Agreement and the Corporation’s 
rights as may be necessary to enforce payment of Lease Payments. 

 
Capitalized terms appearing herein and not otherwise defined have the respective 

meanings assigned to those terms in APPENDIX A—”SUMMARY OF PRINCIPAL LEGAL 
DOCUMENTS—DEFINITIONS.” 

 
The District 

 
The District was established in 1951 by citizens who desired recreational opportunities 

and park facilities in their community. The District serves over 40,000 people within the 
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community, an area about 20% larger than of the City of Pleasant Hill (the “City”). There are 
approximately 100,000 persons who participate in programs, visit District facilities, or volunteer 
on an annual basis. The District includes over 269 acres of park land including thirteen park 
sites, three pools, two community center facilities (one of which is under construction), a senior 
center complex, a cultural center, an historic site, trails and open space areas. During each year, 
the District offers over 2,300 enrichment classes, programs, activities, and sponsors numerous 
clubs and organizations. The District is governed by a Board of Directors consisting of five 
members. Members are elected to four-year terms in staggered years. The day-to-day operations 
are managed by a board-appointed General Manager. See “THE DISTRICT.” 

 
Purpose of the Certificates 

 
The Certificates are being executed and delivered to (a) refinance the acquisition, 

construction, installation, modernization and equipping of improvements to various District 
facilities and, therefore, to provide for the refunding of (i) the outstanding California Special 
Districts Association Finance Corporation Certificates of Participation (California Special 
Districts Finance Program), 1997 Series DD (the “1997 Certificates”), evidencing proportionate 
interests of the owners thereof in lease payments to be made by the District as the rental for 
certain property pursuant to a lease agreement with the California Special Districts Association 
Finance Corporation (the “CSDAFC”), and (ii) the outstanding California Special Districts 
Association Finance Corporation Certificates of Participation (California Special Districts 
Finance Program), 1999 Series KK (the “1999 Certificates”), evidencing proportionate interests 
of the owners thereof in lease payments to be made by the District as the rental for certain 
property pursuant to a lease agreement with the CSDAFC, (b) fund a reserve fund for the 
Certificates, and (c) pay delivery costs incurred in connection with the execution, delivery and 
sale of the Certificates. See “PLAN OF FINANCING.” 
 
Security and Sources of Payment for the Certificates 

 
The District is required to pay to the Trustee specified Lease Payments for the use and 

occupancy of the Property which amounts are equal to the principal and interest represented by 
the Certificates. See “SOURCES OF PAYMENT FOR THE CERTIFICATES—Lease Payments.” 
The District has covenanted under the Lease Agreement to take such action as may be necessary 
to include all Lease Payments in its annual budgets and make the necessary annual 
appropriations therefor. The District’s obligations under the Lease Agreement are not subject 
to abatement. APPENDIX A—”SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—LEASE 
AGREEMENT.” 

 
A Reserve Fund equal to the Reserve Requirement will be established and maintained 

by the Trustee pursuant to the Trust Agreement. Money in the Reserve Fund will be used by the 
Trustee in the event amounts in the Lease Payment Fund are insufficient to pay principal 
and/or interest with respect to the Certificates. See “SOURCES OF PAYMENT FOR THE 
CERTIFICATES—Reserve Fund.” 

 
THE OBLIGATION OF THE DISTRICT TO MAKE LEASE PAYMENTS DOES NOT 

CONSTITUTE AN OBLIGATION OF THE DISTRICT FOR WHICH THE DISTRICT IS 
OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE 
DISTRICT HAS LEVIED OR PLEDGED ANY FORM OF TAXATION. NEITHER THE 
CERTIFICATES NOR THE OBLIGATION OF THE DISTRICT TO MAKE LEASE PAYMENTS 
UNDER THE LEASE AGREEMENT CONSTITUTE A DEBT OF THE DISTRICT, THE 
CORPORATION OR THE STATE OR ANY POLITICAL SUBDIVISIONS THEREOF WITHIN 
THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR 
RESTRICTION OR AN OBLIGATION FOR WHICH THE DISTRICT IS OBLIGATED TO LEVY 
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OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE DISTRICT HAS LEVIED OR 
PLEDGED ANY FORM OF TAXATION. 

 
For a more complete description of the sources of payment for the Certificates, see 

“SOURCES OF PAYMENT FOR THE CERTIFICATES.” 
 

Municipal Bond Insurance 
 
Payment of principal and interest with respect to the Certificates when due will be 

guaranteed under a municipal bond insurance policy (the “Municipal Bond Insurance Policy”) 
to be issued by Assured Guaranty Municipal Corp. (“AGM”) simultaneously with the delivery 
of the Certificates. See “MUNICIPAL BOND INSURANCE.”  

 
Registration 

 
The Certificates will be delivered in fully registered form only, without coupons. 
 

Denominations 
 
The Certificates will be in the form of one fully registered certificate in the aggregate 

principal amount thereof. 
 

Payment 
 
Each Certificate will be dated as of its date of delivery, and payments of interest with 

respect thereto will be made semiannually on each February 1 and August 1 (each, an “Interest 
Payment Date”), commencing February 1, 2014. 

 
Interest with respect to the Certificates will be payable from the Interest Payment Date 

next preceding the date of execution of such Certificate, (a) unless it is executed following the 
close of business of the 15th day of the month preceding each Interest Payment Date, whether or 
not such 15th day is a business day (a “Record Date”) and on or before the next succeeding 
Interest Payment Date, in which event interest represented thereby will be payable from such 
Interest Payment Date, or (b) unless it is executed on or before the first Record Date, in which 
event interest represented thereby will be payable from their date of delivery; provided, however, 
that if, as of the date of any Certificate, interest represented by such Certificate is in default, 
interest represented thereby will be payable from the Interest Payment Date to which interest 
has previously been paid or made available for payment with respect to such Certificate. 

 
The principal represented by the Certificates will be payable on February 1 as specified 

on the cover of this Private Placement Memorandum. 
 

Redemption 
 
The Certificates are subject to optional, mandatory and extraordinary redemption. See 

“THE CERTIFICATES—Redemption.” 
 

Tax Matters 
 
Subject to the District’s compliance with certain covenants, in the opinion of Quint & 

Thimmig LLP, special counsel (“Special Counsel”), interest with respect to the Certificates is 
excludable from gross income of the owners thereof for federal income tax purposes and is not 
included as an item of tax preference in computing the alternative minimum tax for individuals 
and corporations under the Internal Revenue Code of 1986, as amended (the “Code”), but is 
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taken into account in computing an adjustment used in determining the federal alternative 
minimum tax for certain corporations. Failure to comply with certain of such covenants could 
cause interest with respect to the Certificates to be includable in gross income for federal income 
tax purposes retroactively to the date of delivery of the Certificates. It is also the opinion of 
Special Counsel that the Lease Agreement is a “qualified tax-exempt obligation” under section 
265(b)(3) of the Code. See “TAX MATTERS” for a more complete discussion. In the further 
opinion of Special Counsel, such interest is exempt from California personal income taxes. For a 
more complete discussion of the opinion of Special Counsel and certain other tax consequences 
incident to the ownership of the Certificates, including certain exceptions to the tax treatment of 
interest, see “TAX MATTERS.” 

 
Authority for Delivery 

 
The Certificates are being delivered pursuant to the Trust Agreement, which was 

approved by the District pursuant to a resolution adopted by the Board of Trustees of the 
District on June 13, and by the Corporation pursuant to a resolution adopted by the Board of 
Directors of the Corporation on April 23, 2013. 

 
Other Information 

 
This Private Placement Memorandum speaks only as of its date, and the information 

contained herein is subject to change. The District has not entered into any contractual 
commitment to provide information on a continuing basis to investors or any other party, 
except to the extent such information is required to be provided pursuant to the District’s 
contracts with nationally recognized statistical ratings organizations, and the District makes, 
and has made, no representation or warranty that it will do so. 

 
Brief descriptions of the Certificates, the security for the Certificates and the District are 

included in this Private Placement Memorandum together with summaries of certain provisions 
of the Certificates, the Lease Agreement, the Trust Agreement, the Assignment Agreement, the 
Site and Facility Lease, and certain other documents. Such descriptions do not purport to be 
comprehensive or definitive. All references herein to the Lease Agreement, the Trust 
Agreement, the Assignment Agreement, the Site and Facility Lease, and other documents are 
qualified in their entirety by reference to such documents, and references herein to the 
Certificates are qualified in their entirety by reference to the form thereof included in the Trust 
Agreement, copies of which are available for inspection at the office of the General Manager, 
Pleasant Hill Recreation and Park District, 147 Gregory Lane, Pleasant Hill, CA 94523, telephone 
(925) 682-0896. 
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ESTIMATED SOURCES AND USES OF FUNDS 
 
The estimated sources and uses of funds in connection with the Certificates are as 

follows: 
 

SOURCES OF FUNDS  
Principal Amount of Certificates $2,366,000.00 
Plus: Released 1997 Certificates Moneys 133,215.00 
Plus: Released 1999 Certificates Moneys 81,974.06 
 Total Sources of Funds $2,581,189.06 

  
USES OF FUNDS  

Deposit to 1997 Escrow Fund (1) $1,257,035.75 
Deposit to 1999 Escrow Fund (2) 989,065.89 
Deposit to Reserve Fund (3) 210,000.50 
Deposit to Delivery Costs Fund (3) 125,086.92 
 Total Uses of Funds $2,581,189.06 

    
(1) Represents amounts required to refund the 1997 Certificates. See “PLAN OF FINANCING—Refunding of the 

1997 Certificates.” 
(2) Represents amounts required to refund the 1999 Certificates. See “PLAN OF FINANCING—Refunding of the 

1999 Certificates.” 
(3) The amount deposited in the Reserve Fund is equal to the Reserve Requirement. 
(4) Includes fees and expenses of the Trustee, Special Counsel, Disclosure Counsel and the Placement Agent, 

printing expenses, the premiums for the Municipal Bond Insurance Policy and other delivery costs. 
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SCHEDULE OF CERTIFICATE PAYMENTS 
 
The following table shows the semi-annual debt service due with respect to the 

Certificates. 
 

Interest    
Payment Principal Interest Total 

Date Component Component Payment 
2/1/14 $  106,000 $ 42,939.61 $  148,939.61 
8/1/14 — 41,245.00 41,245.00 
2/1/15 123,000 41,245.00 164,245.00 
8/1/15 — 39,000.25 39,000.25 
2/1/16 132,000 39,000.25 171,000.25 
8/1/16 — 36,591.25 36,591.25 
2/1/17 131,000 36,591.25 167,591.25 
8/1/17 — 34,200.50 34,200.50 
2/1/18 139,000 34,200.50 173,200.50 
8/1/18 — 31,663.75 31,663.75 
2/1/19 142,000 31,663.75 173,663.75 
8/1/19 — 29,072.25 29,072.25 
2/1/20 150,000 29,072.25 179,072.25 
8/1/20 — 26,334.75 26,334.75 
2/1/21 153,000 26,334.75 179,334.75 
8/1/21 — 23,542.50 23,542.50 
2/1/22 160,000 23,542.50 183,542.50 
8/1/22 — 20,622.50 20,622.50 
2/1/23 168,000 20,622.50 188,622.50 
8/1/23 — 17,556.50 17,556.50 
2/1/24 170,000 17,556.50 187,556.50 
8/1/24 — 14,454.00 14,454.00 
2/1/25 177,000 14,454.00 191,454.00 
8/1/25 — 11,223.75 11,223.75 
2/1/26 183,000 11,223.75 194,223.75 
8/1/26 — 7,884.00 7,884.00 
2/1/27 194,000 7,884.00 201,884.00 
8/1/27 — 4,343.50 4,343.50 
2/1/28 79,000 4,343.50 83,343.50 
8/1/28 — 2,901.75 2,901.75 
2/1/29 78,000 2,901.75 80,901.75 
8/1/29 — 1,478.25 1,478.25 
2/1/30 81,000 1,478.25 82,478.25 
TOTAL 2,366,000 $727,168.61 $3,093,168.61 

 
 

PLAN OF FINANCING 
 
The Certificates are being executed and delivered to provide funds, together with other 

available moneys, to (a) (i) refund the 1997 Certificates, and (ii) refund the 1999 Certificates, (b) 
fund a reserve fund for the Certificates, and (c) pay delivery costs incurred in connection with 
the execution, delivery and sale of the Certificates. 

 
Refunding of the 1997 Certificates. A portion of the proceeds of the Certificates, together 

with moneys released from the trust agreement relating to the 1997 Certificates, will be 
deposited in an escrow fund (the “1997 Escrow Fund”) held in trust by The Bank of New York 
Mellon Trust Company, N.A., as escrow bank (the “Escrow Bank”), under an escrow deposit 
and trust agreement with the District. Amounts deposited in the 1997 Escrow Fund will be held 
by the Escrow Bank in cash, uninvested and will be applied to the redemption of the 1997 
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Certificates in full on September 3, 2013, at the redemption price of 100% of the principal 
amount thereof to be redeemed, plus accrued interest. 
 

The mathematical accuracy of the calculation as to the sufficiency of cash in the 1997 
Escrow Fund to meet the debt service and redemption requirements of the 1997 Certificates and 
the calculation of the yield with respect to the Certificates will be verified by Berens-Tate 
Consulting Group, independent certified public accountants (the “Verification Agent”). See 
“VERIFICATION OF MATHEMATICAL COMPUTATIONS.” 

 
Upon the delivery of the Certificates and the deposit in the 1997 Escrow Fund of moneys 

sufficient to provide for the refunding of the 1997 Certificates, the 1997 Certificates will be 
deemed defeased and no longer outstanding. The holders of the 1997 Certificates will be 
entitled to payment solely out of the moneys or securities deposited in the 1997 Escrow Fund. 

 
Refunding of the 1999 Certificates. A portion of the proceeds of the Certificates, together 

with moneys released from the trust agreement relating to the 1999 Certificates, will be 
deposited in an escrow fund (the “1999 Escrow Fund”) held in trust by the Escrow Bank, under 
an escrow deposit and trust agreement with the District. Amounts deposited in the 1999 Escrow 
Fund will be held by the Escrow Bank in cash, uninvested and will be applied to the 
redemption of the 1999 Certificates in full on September 3, 2013, at the redemption price of 100% 
of the principal amount thereof to be redeemed, plus accrued interest. 
 

The mathematical accuracy of the calculation as to the sufficiency of cash in the 1999 
Escrow Fund to meet the debt service and redemption requirements of the 1999 Certificates and 
the calculation of the yield with respect to the Certificates will be verified by the Verification 
Agent. See “VERIFICATION OF MATHEMATICAL COMPUTATIONS.” 

 
Upon the delivery of the Certificates and the deposit in the 1999 Escrow Fund of moneys 

sufficient to provide for the payment and refunding of the 1999 Certificates, the 1999 
Certificates will be deemed defeased and no longer outstanding. The holders of the 1999 
Certificates will be entitled to payment solely out of the moneys or securities deposited in the 
1999 Escrow Fund. 

 
 

THE PROPERTY 
 
Pursuant to the Site and Facility Lease, the District will lease the Property to the 

Corporation. Pursuant to the Lease Agreement, the Corporation will, in turn, lease the Property 
back to the District. See APPENDIX A—”SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—
SITE AND FACILITY LEASE” and “—LEASE AGREEMENT.” 
 

The Property consists of the District’s Pleasant Hill Park and all improvements thereon 
including the District Administration Office, the pool and the Teen Center. The total value of 
the Property exceeds $8,000,000, excluding the land value. 

 
 

THE CERTIFICATES 
 

General Provisions 
 

The Certificates will be dated as of their date of delivery and will be payable as to 
interest from such date, semiannually on each Interest Payment Date. Interest with respect to 
the Certificates will be calculated on the basis of a 360-day year comprised of twelve 30-day 
months. 



 

-8- 

 
Interest with respect to the Certificates is required to be payable from the Interest 

Payment Date next preceding the date of execution thereof, unless: (i) it is executed as of an 
Interest Payment Date, in which event interest with respect thereto is required to be payable 
from such Interest Payment Date; or (ii) it is executed after a Regular Record Date (i.e., close of 
business on the fifteenth day of the month preceding each Interest Payment Date) and before 
the following Interest Payment Date, in which event interest with respect thereto is required to 
be payable from such Interest Payment Date; or (iii) it is executed on or before January 15, 2014, 
in which event interest with respect thereto is required to be payable from the date of delivery 
of the Certificates; provided, however, that if, as of the date of execution of any Certificate, interest 
is in default with respect to any Outstanding Certificates, interest represented by such 
Certificate is required to be payable from the Interest Payment Date to which interest has 
previously been paid or made available for payment with respect to the Outstanding 
Certificates. Payment of defaulted interest is required to be paid by check mailed to the Owners 
as of a special record date to be fixed by the Trustee in its sole discretion, notice of which shall 
be given to the Owners not less than 10 days prior to such special record date. 

 
Trustee 

 
U.S. Bank National Association, San Francisco, California, will act as the Trustee. 
 
The Trustee, the District, the Corporation and the Purchaser of the Certificates have no 

responsibility or liability for any aspects of the records relating to or payments made on account 
of beneficial ownership, or for maintaining, supervising or reviewing any records relating to 
beneficial ownership, of interests in the Certificates. 

 
Payment 

 
Interest represented by each Certificate will be paid on each Interest Payment Date by 

check of the Trustee mailed on such Interest Payment Date by first class mail, postage prepaid, 
to the person appearing on the Registration Books as the Owner thereof as of the close of 
business on the preceding Record Date, at such Owner’s address as it appears on the 
Registration Books; provided, however, that at the written request of the Owner of the Certificates 
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, interest represented by such Certificates shall be paid on each 
succeeding Interest Payment Date by wire transfer in immediately available funds to such 
account within the United States of America as shall be specified in such written request. 

 
The principal and redemption price represented by any Certificate at maturity or upon 

prior redemption shall be payable in lawful money of the United States of America upon 
presentation and surrender of such Certificate at the Office of the Trustee. 

 
Redemption 

 
Optional Redemption. The Certificates are not subject to optional redemption prior to 

February 1, 2021. The Certificates are subject to optional redemption in whole or in part on any 
date in such order of maturity as shall be designated by the District (or, if the District shall fail 
to so designate the order of redemption, in pro rata among maturities) and by lot within a 
maturity, on or after February 1, 2021, at a redemption price equal to the principal amount 
thereof, together with accrued interest to the date fixed for redemption, and the premium 
shown in the following table, from the proceeds of the optional prepayment of Lease Payments 
made by the District pursuant to the Lease Agreement. 
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Redemption Period Redemption Premium 

February 1, 2021, through January 31, 2025 2% 
February 1, 2025 and thereafter 0 

 
Sinking Fund Redemption. The Certificates are subject to mandatory redemption in part 

on February 1 in each year on and after February 1, 2014, to and including February 1, 2030, 
from the principal components of scheduled Lease Payments required to be paid by the District 
pursuant to the Lease Agreement with respect to each such redemption date, at a redemption 
price equal to the principal amount thereof to be redeemed, together with accrued interest to 
the date fixed for redemption, without premium, as follows: 

 
Year Principal Amount of  

(February 1) Certificates to be Redeemed 
2014 $106,000 
2015 123,000 
2016 132,000 
2017 131,000 
2018 139,000 
2019 142,000 
2020 150,000 
2021 153,000 
2022 160,000 
2023 168,000 
2024 170,000 
2025 177,000 
2026 183,000 
2027 194,000 
2028 79,000 
2029 78,000 
2030† 81,000 

    
†Maturity. 

 
Extraordinary Redemption. The Certificates are subject to extraordinary redemption, in 

whole or in part, on any Interest Payment Date, in an order of maturity determined by the 
District, from the Net Proceeds of insurance or eminent domain proceedings credited towards 
the redemption of the Lease Payments pursuant to the Lease Agreement, at a redemption price 
equal to 100% of the principal amount to be redeemed, together with accrued interest 
represented thereby to the date fixed for redemption, without premium. 

 
Selection of Certificates for Redemption 

 
Whenever provision is made in the Trust Agreement for the redemption of Certificates 

and less than all outstanding Certificates are to be redeemed the Trustee will select Certificates 
for redemption from outstanding Certificates not previously called for redemption in such 
order of maturity as will be designated by the District (and, in lieu of such designation, pro rata 
among maturities and by lot within a maturity). For the purposes of such selection, Certificates 
shall be deemed to be composed of $1,000 portions, and any such portion may be separately 
redeemed. The Trustee shall promptly notify the District and the Corporation in writing of the 
Certificates or portions thereof so selected for redemption. 

 
Notice of Redemption 

 
The Trustee shall give notice of the redemption of the Certificates on behalf and at the 

expense of the District. Such notice shall state the redemption date and redemption price and, if 
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less than all of the then outstanding Certificates are to be called for redemption, shall designate 
the numbers of the Certificates to be redeemed by giving the individual number of each 
Certificate or by stating that all Certificates between two stated numbers, both inclusive, have 
been called for redemption, and shall require that such Certificates be surrendered on the 
redemption date at the Office of the Trustee for redemption at said redemption price, giving 
notice also that further interest represented by the Certificates will not accrue after the 
redemption date. Such notice shall further state that on the redemption date there shall become 
due and payable, the principal and premium, if any, represented by each Certificate together 
with accrued interest represented thereby to said date, and that from and after such date 
interest represented thereby shall cease to accrue and be payable. 

 
Notice of such redemption shall be mailed by first class mail with postage redeemed, to 

one or more of the Information Services (as defined in the Trust Agreement) and to the owners 
of the Certificates designated for redemption at their respective addresses appearing on the 
Registration Books, at least 30 days but not more than 60 days prior to the redemption date. In 
addition, notice of redemption shall be given by telecopy or certified, registered or overnight 
mail to each of the Securities Depositories (as defined in the Trust Agreement) at least 2 days 
prior to such mailing to the Certificate owners. Such notice shall, in addition to setting forth the 
above information, set forth, in the case of each Certificate called only in part, the portion of the 
principal represented thereby which is to be redeemed; provided, however, that neither failure to 
receive such notice so mailed nor any defect in any notice so mailed shall affect the sufficiency 
of the proceedings for the redemption of such Certificates or the cessation of accrual of interest 
represented thereby from and after the date fixed for redemption. 

 
If, on said date of redemption, moneys for the redemption of all the Certificates to be 

redeemed, together with interest to said date of redemption, shall be held by the Trustee so as to 
be available therefor on such date of redemption, then, from and after said date of redemption, 
interest represented by the Certificates shall cease to accrue and become payable. All moneys 
held by the Trustee for the redemption of Certificates shall be held in trust for the account of the 
Owners of the Certificates so to be redeemed, and shall be held by the Trustee in cash 
uninvested. 

 
All Certificates paid at maturity or redeemed prior to maturity pursuant to the Trust 

Agreement shall be canceled upon surrender thereof and destroyed. 
 

Partial Redemption of the Certificates 
 
Upon surrender of any Certificate redeemed in part only, the Trustee shall execute, 

authenticate and deliver to the Owner thereof, at the expense of the District, a new Certificate or 
Certificates of authorized denominations equal in aggregate principal amount to the 
unredeemed portion of the Certificate surrendered and of the same interest rate and the same 
maturity. 

 
Defeasance 

 
If and when any Outstanding Certificates shall be paid and discharged in any one or 

more of the following ways: 
 
(a) by well and truly paying or causing to be paid the principal of and interest and 

redemption premiums (if any) represented by such Outstanding Certificates, as and when the 
same become due and payable; or 

 
(b) by depositing with the Trustee or any other fiduciary, under an escrow deposit and 

trust agreement, security for the payment of Lease Payments relating to such Certificates as 
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more particularly described in the Lease Agreement, said security to be held by the Trustee on 
behalf of the District to be applied by the Trustee or by such other fiduciary to pay or prepay 
such Lease Payments as the same become due, pursuant to the Lease Agreement; 

 
and if such Certificates are to be redeemed prior to the maturity thereof notice of such 
redemption shall have been mailed pursuant to the Trust Agreement or provision satisfactory to 
the Trustee shall have been made for the mailing of such notice, then, notwithstanding that such 
Certificates shall not have been surrendered for payment, all rights hereunder of the Owners of 
such Certificates and all obligations of the Corporation, the Trustee and the District with respect 
to such Certificates shall cease and terminate, except only the obligations of the Trustee under 
the Trust Agreement, and the obligation of the Trustee to pay or cause to be paid, from Lease 
Payments paid by or on behalf of the district from funds deposited pursuant to paragraph (b) 
above, to the Owners of such Certificates not so surrendered and paid all sums represented 
thereby when due and in the event of deposits pursuant to paragraph (b), such Certificates shall 
continue to represent direct,. undivided fractional interests of the Owners, thereof in the Lease 
Payments. 

 
Any funds held by the Trustee, at the time of discharge of the obligations represented by 

all Outstanding Certificates as a result of one of the events described in paragraphs (a) or (b) 
above, which are not required for the payment to be made to Owners, shall, upon payment in 
full of all fees and expenses of the Trustee (including attorneys’ fees) then due, be paid over to 
the District. 

 
Registration and Transfer of Certificates 

 
The registration of the Certificates may, in accordance with their terms, be transferred in 

whole only, upon the Registration Books by the person in whose name it is registered, in person 
or by his attorney duly authorized in writing upon surrender of the Certificates for cancellation 
at the Principal Corporate Trust Office, accompanied by delivery of a written instrument of 
transfer in a form approved by the Trustee, duly executed. Whenever the Certificates shall be 
surrendered for registration of transfer, the Trustee shall execute and deliver a Certificate for 
like aggregate principal amount. The District shall pay any costs of the Trustee incurred in 
connection with such transfer, except that the Trustee may require the payment by the 
Certificate Owner requesting such transfer of any tax or other governmental charge required to 
be paid with respect to such transfer. The Trustee shall not be required to transfer (i) the 
Certificates during the period between the date fifteen (15) days prior to the date of selection of 
Certificates for redemption and such date of selection, or (ii) any Certificates selected for 
redemption. 

 
Ownership of the Certificates may be transferred in whole only to a person that the 

Owner reasonably believes is either (i) a qualified institutional buyer within the meaning of 
Rule 144A promulgated under the Securities Act of 1933, as amended, that is purchasing the 
Certificates for not more than one account, for its own account and not with a then present view 
to distributing the Certificates (subject to the provisions of the Trust Agreement), or (ii) an 
"accredited investor" as defined in Section 501(a)(1), (2), (3) or (7) of Regulation D promulgated 
under the Securities Act of 1933, as amended, that is purchasing the Certificates for not more 
than one account for investment purposes and not with a then present view to distributing the 
Certificates (subject to the provisions of the Trust Agreement), in either case that executes and 
delivers to the Trustee an investor letter substantially in the form attached to the Trust 
Agreement. 

 
The Trustee may refuse to transfer either (i) any Certificate during the period established 

by the Trustee for the selection of Certificates for redemption, or (ii) the portion of any 
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Certificate which the Trustee has selected for redemption pursuant to the provisions of the 
Trust Agreement. 

 
Mutilated, Lost, Destroyed, or Stolen Certificates 

 
If any Certificate shall become mutilated, the Trustee, at the expense of the Owner of 

such Certificate, shall execute and deliver a new Certificate of like principal amount, interest 
rate and maturity in replacement for the Certificate so mutilated, but only upon surrender to the 
Trustee of the Certificate so mutilated. Every mutilated Certificate so surrendered to the Trustee 
shall be canceled by it and destroyed by the Trustee, who shall upon request deliver a certificate 
of destruction to the District. If any Certificate shall be lost, destroyed or stolen, evidence of 
such loss, destruction or theft must be submitted to the Trustee, and, if such evidence is 
satisfactory to the Trustee and the District and, if an indemnity satisfactory to the Trustee and 
the District shall be given, the Trustee, at the expense of the Certificate Owner, shall execute and 
deliver a new Certificate of like principal amount, interest rate and maturity and numbered as 
the Trustee shall determine in lieu of and in replacement for the Certificate so lost, destroyed or 
stolen. The Trustee may require payment of an appropriate fee for each replacement Certificate 
delivered and of the expenses which may be incurred by the Trustee in carrying out the duties 
under the Trust Agreement. Any Certificate issued in lieu of any Certificate alleged to be lost, 
destroyed or stolen shall be equally entitled to the benefits of the Trust Agreement with all 
other Certificates secured by this Trust Agreement. The Trustee shall not be required to treat 
both the original Certificate and any replacement Certificate as being Outstanding for the 
purpose of determining the principal amount of Certificates which may be executed and 
delivered hereunder or for the purpose of determining any percentage of Certificates 
Outstanding hereunder, but both the original and replacement Certificate shall be treated as one 
and the same. Notwithstanding any other provision of the Trust Agreement, in lieu of 
delivering a replacement for a Certificate which has been mutilated, lost, destroyed or stolen, 
and which has matured, the Trustee may make payment with respect to such Certificate upon 
receipt of indemnity satisfactory to the Trustee and the District. 

 
 

SOURCES OF PAYMENT FOR THE CERTIFICATES 
 

General 
 
Each Certificate represents a direct, fractional, undivided interest in the Lease Payments 

to be made by the District under the Lease Agreement. The Corporation, pursuant to the 
Assignment Agreement, will assign substantially all of its rights under the Lease Agreement, 
including its right to receive Lease Payments from the District as well as its right to enforce the 
Lease Agreement, to the Trustee for the benefit of the Owners. The Lease Payments are equal to 
the annual principal and interest represented by the Certificates. The Lease Payments will be 
paid from the District’s general fund and other legally available moneys. 

 
The obligation of the District to make Lease Payments does not constitute an obligation 

of the District for which the District is obligated to levy or pledge any form of taxation or for 
which the District has levied or pledged any form of taxation. Neither the Certificates nor the 
obligation of the District to make Lease Payments under the Lease Agreement constitute a debt 
of the District or the State or any political subdivisions thereof within the meaning of any 
Constitutional or statutory debt limitation or restriction or an obligation for which the District is 
obligated to levy or pledge any form of taxation or for which the District has levied or pledged 
any form of taxation. 

 



 

-13- 

Lease Payments 
 
The District agrees to pay to the Corporation the Lease Payments (denominated into 

components of principal and interest) for the Property to be due and payable in immediately 
available funds on the Interest Payment Dates immediately following the Lease Payment Dates 
(such Lease Payment Date being the 15th calendar day of the month immediately preceding 
such Interest Payment Dates), and to be deposited by the District with the Trustee on each of the 
Lease Payment Dates. Any amount held in the Lease Payment Fund on any Lease Payment 
Date (other than amounts resulting from the redemption of the Lease Payments in part but not 
in whole pursuant to the Lease Agreement and other than amounts required for payment of 
past due principal or interest represented by any Certificates not presented for payment) shall 
be credited towards the Lease Payment then required to be paid hereunder; and no Lease 
Payment need be deposited with the Trustee on any Lease Payment Date then required to be 
deposited with the Trustee. The Lease Payments payable in any fiscal year shall be for the use of 
the Property during such fiscal year. 

 
The obligation of the District to make the Lease Payments is not subject to abatement. 
 

Covenant to Budget 
 
The District has covenanted in the Lease Agreement to take such action as may be 

necessary to include all Lease Payments and Additional Payments coming due in each of its 
annual budgets during the term of the Lease Agreement and to make the necessary annual 
appropriations for all such Lease Payments and Additional payments. Annually, the District 
will furnish to the Trustee a certificate stating that the Lease Payments have been included in 
the final budget of the District for the current fiscal year, such certificate to be filed within 30 
days after the adoption of such budget and in any event no later than September 1 in the 
calendar year in which the District adopts such budget. Such covenants on the part of the 
District shall be deemed to be and shall be construed to be duties imposed by law in the 
performance of the official duty of such officials to enable the District to carry out and perform 
the covenants and agreements in the Lease Agreement agreed to be carried out and performed 
by the District. 

 
Reserve Fund 

 
Pursuant to the Trust Agreement, a Reserve Fund is required to be funded in the 

amount of the “Reserve Requirement.” Moneys in the Reserve Fund shall be held in trust as a 
reserve for the payment when due of the Lease Payments on behalf of the District. “Reserve 
Requirement” means, as of the Closing Date, an amount equal to the lesser of (a) 10% of the 
principal amount of the Certificates, or (b) the maximum amount of Lease Payments coming 
due in the current or any future fiscal year, or (c) 125% of average annual Lease Payments. The 
Reserve Requirement as of the date of delivery of the Certificates is $210,000.50.  

 
Insurance 

 
The Lease Agreement requires the District to continue to maintain or cause to be 

maintained the following insurance against risk of physical damage to the Property and other 
risks for the protection of the Certificate Owners, the Corporation, and the Trustee: 

 
(i) Public Liability and Property Damage Insurance. The District shall maintain or 

cause to be maintained throughout the term of the Lease Agreement, but only if and to 
the extent available from reputable insurers at reasonable cost in the reasonable opinion 
of the District, a standard comprehensive general insurance policy or policies in 
protection of the Corporation, District, and their respective members, officers, agents, 
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employees and assigns. Said policy or policies shall provide for indemnification of said 
parties against direct or contingent loss or liability for damages for bodily and personal 
injury, death or property damages occasioned by reason of the operation of the 
Property. Such policy or policies shall provide coverage in the minimum liability limits 
of $1,000,000 for personal injury or death of each person and $3,000,000 for personal 
injury or deaths of two or more persons in each accident or event (subject to a deductible 
of not to exceed $250,000), and in a minimum amount of $150,000 (subject to a 
deductible of not to exceed $50,000) for damage to property resulting from each accident 
or event. Such insurance may, however, be in the form of a single limit policy in the 
amount of $3,000,000 covering all such risks, subject to a deductible of not to exceed 
$250,000. Such insurance may be maintained as part of or in conjunction with any other 
insurance coverage carried by the District, and may be maintained in whole or in part in 
the form of self-insurance by the District, subject to the Lease Agreement, or in the form 
of the participation by the District in a joint powers authority or other program 
providing pooled insurance. The Net Proceeds of such liability insurance shall be 
applied by the District toward extinguishment or satisfaction of the liability with respect 
to which paid. 

 
(ii) Fire and Extended Coverage Insurance. The District shall procure and maintain, 

or cause to be procured and maintained, throughout the term of the Lease Agreement, 
insurance against loss or damage to the Property by fire and lightning, with extended 
coverage and vandalism and malicious mischief insurance. Such insurance shall, as 
nearly as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, 
vehicle damage, smoke and such other hazards as are normally covered by such 
insurance. Such insurance shall be in an aggregate amount at least equal to the lesser of: 
(a) 100% of the replacement value of the facilities; or (b) 100% of the aggregate principal 
amount of the Outstanding Certificates. All policies of such insurance shall be subject to 
deductible clauses of not to exceed $100,000 for any one loss. Such insurance may be 
maintained as part of or in conjunction with any other insurance coverage carried by the 
District, and may be maintained in whole or in part in the form of self-insurance by the 
District, subject to the provisions of the Lease Agreement, or in the form of participation 
by the District in a joint powers authority or other program providing pooled insurance. 
 
In the event that any insurance required pursuant to the Lease Agreement shall be 

provided in the form of self-insurance, the District shall file with the Trustee annually, within 90 
days following the close of each fiscal year, a statement of the risk manager of the District or an 
independent insurance adviser engaged by the District identifying the extent of such self-
insurance and stating the determination that the District maintains sufficient reserves with 
respect thereto. In the event that any such insurance shall be provided in the form of self-
insurance by the District, the District shall not be obligated to make any payment with respect 
to any insured event except from such reserves. 

 
Action on Default 

 
Whenever any event of default referred to in the Lease Agreement has happened and is 

continuing, the Corporation may exercise any and all remedies available pursuant to law or 
granted pursuant to the Lease Agreement; provided, however, that notwithstanding anything in 
the Lease Agreement or in the Trust Agreement to the contrary, there will be no right under any 
circumstances to accelerate the Lease Payments or otherwise declare any Lease Payments not 
then in default to be immediately due and payable. The Corporation will have the right upon a 
default by the District to terminate the Lease Agreement, re-enter such component of the 
Property, eject the District from such component of the Property or to re-let such component of 
the Property for the account of the District, and the Corporation waives any such rights that it 
might have, including any right pursuant to Section 1951.2 or 1952.3 of the California Civil 
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Code. See “THE PROPERTY.” The Corporation’s rights under the Lease Agreement upon such 
default by the District shall be (so long as the Corporation does not terminate the Lease 
Agreement or the District’s right to possession of such component of the Property) to enforce all 
of its rights and remedies under the Lease Agreement, including the right to recover Lease 
Payments as they become due under the Lease Agreement pursuant to Section 1951.4 of the 
California Civil Code, by pursing any legal remedy available. 

 
For further information concerning certain risks associated with the exercise of remedies 

under the Lease Agreement, see “RISK FACTORS—Limited Recourse on Default” and 
APPENDIX A—”SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—LEASE AGREEMENT.” 

 
Additional Payments 

 
In addition to the Lease Payments, the District shall pay when due all costs and 

expenses incurred by the Corporation to comply with the provisions of the Trust Agreement, 
including without limitation all Delivery Costs (to the extent not paid from amounts on deposit 
in the Delivery Costs Fund), annual compensation due to the Trustee, all of its reasonable costs 
payable as a result of the performance of and compliance with its duties under the Trust 
Agreement and all other amounts due to the Trustee pursuant to the Trust Agreement, and all 
costs and expenses of attorneys, auditors, engineers and accountants. Such costs and expenses 
shall be payable as additional amounts of rental pursuant to the Lease Agreement in 
consideration of the right of the District to the use and occupancy of the Property. 

 
 

MUNICIPAL BOND INSURANCE 
 

AGM has supplied the following information for inclusion in this Private Placement 
Memorandum. Neither the District nor the Purchaser makes any representation as to the accuracy or 
completeness of this information or as to the absence of material adverse changes in this information 
subsequent to the date hereof. Reference is made to APPENDIX D—SPECIMEN MUNICIPAL BOND 
INSURANCE POLICY for a specimen of the Municipal Bond Insurance Policy to be issued by AGM. 
 
Municipal Bond Insurance Policy 
 

Concurrently with the delivery of the Certificates, AGM will issue the Municipal Bond 
Insurance Policy for the Certificates. The Municipal Bond Insurance Policy guarantees the 
scheduled payment of principal and interest with respect to the Certificates when due as set 
forth in the form of the Municipal Bond Insurance Policy included as APPENDIX D—
SPECIMEN MUNICIPAL BOND INSURANCE POLICY. 

 
The Municipal Bond Insurance Policy is not covered by any insurance security or 

guaranty fund established under New York, California, Connecticut or Florida insurance law. 
 

Assured Guaranty Municipal Corp. 
 

AGM is a New York domiciled financial guaranty insurance company and an indirect 
subsidiary of Assured Guaranty Ltd. (“AGL”), a Bermuda-based holding company whose 
shares are publicly traded and are listed on the New York Stock Exchange under the symbol 
“AGO”. AGL, through its operating subsidiaries, provides credit enhancement products to the 
U.S. and global public finance, infrastructure and structured finance markets. Neither AGL nor 
any of its shareholders or affiliates, other than AGM, is obligated to pay any debts of AGM or 
any claims under any insurance policy issued by AGM. 
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AGM’s financial strength is rated “AA-” (stable outlook) by Standard and Poor’s Ratings 
Services, a Standard & Poor’s Financial Services LLC business (“S&P”), and “A2” (stable 
outlook) by Moody’s Investors Service, Inc. (“Moody’s”). Each rating of AGM should be 
evaluated independently. An explanation of the significance of the above ratings may be 
obtained from the applicable rating agency. The above ratings are not recommendations to buy, 
sell or hold any security, and such ratings are subject to revision or withdrawal at any time by 
the rating agencies, including withdrawal initiated at the request of AGM in its sole discretion. 
In addition, the rating agencies may at any time change AGM’s long-term rating outlooks or 
place such ratings on a watch list for possible downgrade in the near term. Any downward 
revision or withdrawal of any of the above ratings, the assignment of a negative outlook to such 
ratings or the placement of such ratings on a negative watch list may have an adverse effect on 
the market price of any security guaranteed by AGM. AGM only guarantees scheduled 
principal and scheduled interest payments payable by the issuer of bonds insured by AGM on 
the date(s) when such amounts were initially scheduled to become due and payable (subject to 
and in accordance with the terms of the relevant insurance policy), and does not guarantee the 
market price or liquidity of the securities it insures, nor does it guarantee that the ratings on 
such securities will not be revised or withdrawn. 

 
Current Financial Strength Ratings 
 
On June 12, 2013, S&P published a report in which it affirmed AGM’s “AA-“ (stable 

outlook) financial strength rating. AGM can give no assurance as to any further ratings action 
that S&P may take. 

 
On January 17, 2013, Moody’s issued a press release stating that it had downgraded 

AGM’s insurance financial strength rating to “A2” (stable outlook) from “Aa3”. AGM can give 
no assurance as to any further ratings action that Moody’s may take. 

 
For more information regarding AGM’s financial strength ratings and the risks relating 

thereto, see AGL’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012, 
and its Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2013. 

 
Capitalization of AGM  
 
At March 31, 2013, AGM’s consolidated policyholders’ surplus and contingency reserves 

were approximately $3,468,362,848 and its total net unearned premium reserve was 
approximately $1,990,661,506, in each case, in accordance with statutory accounting principles. 

 
For additional information relating to the capitalization of AGM, please see the Current 

Report on Form 8-K filed by AGL with the Securities and Exchange Commission (the “SEC”) on 
July 22, 2013 (excluding the portion thereof “furnished” under Item 7.01 of such Form). 

 
Incorporation of Certain Documents by Reference 
 
Portions of the following documents filed by AGL with the Securities and Exchange 

Commission (the “SEC”) that relate to AGM are incorporated by reference into this Private 
Placement Memorandum and shall be deemed to be a part hereof: 

 
(i) the Annual Report on Form 10-K for the fiscal year ended December 31, 

2012 (filed by AGL with the SEC on March 1, 2013); and 
 
(ii) the Quarterly Report on Form 10-Q for the quarterly period ended March 

31, 2013 (filed by AGL with the SEC on May 10, 2013). 
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All consolidated financial statements of AGM and all other information relating to AGM 
included in, or as exhibits to, documents filed by AGL with the SEC pursuant to Section 13(a) or 
15(d) of the Securities Exchange Act of 1934, as amended (excluding Current Reports or 
portions thereof “furnished” under Item 2.02 or Item 7.01 of Form 8-K), after the filing of the last 
document referred to above and before the termination of the offering of the Certificates shall be 
deemed incorporated by reference into this Private Placement Memorandum and to be a part 
hereof from the respective dates of filing such documents. Copies of materials incorporated by 
reference are available over the internet at the SEC’s website at http://www.sec.gov, at AGL’s 
website at http://www.assuredguaranty.com, or will be provided upon request to Assured 
Guaranty Municipal Corp.: 31 West 52nd Street, New York, NY 10019, Attention: 
Communications Department (telephone (212) 974-0100). Except for the information referred to 
above, no information available on or through AGL’s website shall be deemed to be part of or 
incorporated in this Official Statement. 

 
Any information regarding AGM included herein under the caption “MUNICIPAL 

BOND INSURANCE—Assured Guaranty Municipal Corp.” or included in a document 
incorporated by reference herein (collectively, the “AGM Information”) shall be modified or 
superseded to the extent that any subsequently included AGM Information (either directly or 
through incorporation by reference) modifies or supersedes such previously included AGM 
Information. Any AGM Information so modified or superseded shall not constitute a part of 
this Private Placement Memorandum, except as so modified or superseded. 

 
Miscellaneous Matters 
 
AGM or one of its affiliates may purchase a portion of the Certificates offered under this 

Private Placement Memorandum and such purchases may constitute a significant proportion of 
the Certificates offered. AGM or such affiliate may hold such Certificates bonds for investment 
or may sell or otherwise dispose of such Certificates bonds at any time or from time to time. 

 
AGM makes no representation regarding the Certificates or the advisability of investing 

in the Certificates. In addition, AGM has not independently verified, makes no representation 
regarding, and does not accept any responsibility for the accuracy or completeness of this 
Private Placement Memorandum or any information or disclosure contained herein, or omitted 
herefrom, other than with respect to the accuracy of the information regarding AGM supplied 
by AGM and presented under the heading “MUNICIPAL BOND INSURANCE”. 

 
 

CONTRA COSTA COUNTY INVESTMENT POOL 
 
This section provides a general description of the County investment policy, current 

portfolio holdings, and valuation procedures. The information has been adapted from material 
prepared by the County for inclusion in this Private Placement Memorandum. The District 
makes no representation as to the accuracy or completeness of such information. Further 
information may be obtained from the office of the Treasurer-Tax Collector of the County, 625 
Court Street, Room 100, Martinez, CA 94553, telephone: (925) 957-2850. 

 
Funds held by the County in the Investment Pool (the “County Pool”) are invested in 

accordance with the County’s Statement of Investment Policy prepared by the County 
Treasurer-Tax Collector (the “Treasurer”) as authorized by section 53601 of the Government 
Code of California.  

 
The County Pool represents moneys entrusted to the Treasurer by the County and 

schools and special districts within the County. State law requires that all moneys of the 
County, school districts, and certain special districts be held by the Treasurer. 
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Moneys deposited in the County Pool by the participants represent an individual 

interest in all assets and investments in the County Pool based upon the amount deposited. All 
income is distributed to participants based on the average daily balance. 

 
The Treasurer’s Investment Policy allows for the purchase of a variety of securities and 

provides for limitations as to exposure, maturity and rating which vary with each security type. 
The composition of the portfolio will change over time as old investments mature, or are sold, 
and as new investments are made. 

 
Funds on deposit with the Treasurer are managed to insure preservation of capital 

through high quality investments, maintenance of liquidity and then yield. Further, no single 
investment of operating funds can exceed five years. 

 
The book value of the Portfolio structure of the County Pool as of December 31, 2012, 

was as follows: 
 

PORTFOLIO STATISTICS 
Contra Costa County  

As of December 31, 2012 
 

    Portfolio 
 Par Value Cost Fair Value % of Cost 

Managed by Treasurer’s Office    
U.S. Treasuries (STRIPS, Bills, Notes) $45,187,000.00 $48,002,376.90 $47,589,238.40 2.29% 
U.S. Agencies 214,939,000.00 218,930,213.32 219,509,481.13 10.43 
Money Market Instruments     

Bankers Acceptances 0.00 0.00 0.00 0.00 
Repurchase Agreement 107,000,000.00 107,000,000.00 107,000,000.00 5.10 
Commercial Paper 601,887,000.00 601,544,759.48 601,569,418.48 28.67 
Negotiable Certificates of Deposit 529,152,000.00 529,158,332.05 529,247,342.92 25.22 
Mdm. Term Certificates of Deposit 0.00 0.00 0.00 0.00 
Corporate Notes 101,446,000.00 102,197,064.31 102,619,619.12 4.87 
Money Market Accounts 565,318.32 565,318.32 565,318.32 0.03 
Time Deposit 3,200.00 3,200.00 3,200.00 0.00 

Subtotal 1,340,053,518.32 1,340,468,674.16 1,341,004,898.84 63.88 
Total  1,600,179,518.32 1,607,401,264.38 1,608,103,618.37 76.60 

     
Managed by Outside Contractors     
LAIF 289,911,377.91 289,911,377.91 289,911,377.91 13.82 
Other 149,402,678.78 149,918,291.28 149,833,860.11 7.14 

Total 439,314,056.69 439,829,669.19 439,745,238.02 20.96 
Cash 51,143,146.58 51,143,146.58 51,143,146.58 2.44 
     
Total Cash and Investments $2,090,636,721.59 $2,098,374,080.15 $2,098,992,002.97 100.00% 

 
The portfolio is in compliance with the County’s Investment Policy. The investments in 

the County Pool are scheduled to mature at the times and in the amounts necessary to meet the 
County’s expenditures and other scheduled withdrawals.  
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THE DISTRICT 
 

General Description  
 

The District was formed January 22, 1951 under the laws of the California Public 
Resources Code, Division 5, Chapter 4, Section 5780, by citizens who desired recreational 
opportunities and park facilities in their community. The District is located in the geographical 
center of the County, 45 miles east of San Francisco and 22 miles east of Oakland.  

 
The District serves over 40,000 people within the community, an area about 20% larger 

than of the City. There are approximately 100,000 persons who participate in programs, visit 
District facilities, or volunteer on an annual basis. 

 
The District includes over 269 acres of park land including thirteen park sites, three 

pools, two community center facilities (one of which is under construction), a senior center 
complex, a cultural center, an historic site, trails and open space areas.  

 
During each year, the District offers over 2,300 enrichment classes, programs, activities, 

and sponsors numerous clubs and organizations. Some of the major activities include the 
following: aquatic programs, cooking classes, adult and youth sports programs, dance classes, 
special events, excursions, fitness classes, special interest classes and many other types of classes 
and activities. Along with these activities, the District also sponsors over fifteen special clubs 
and organizations such as the Camera Club, Garden Club, Hiking Club, Las Juntas Artists, 
Tennis Club and others for public participation and enjoyment.  

 
The District employs 26 full-time and 243 part-time employees.  
 

Governance and Administration  
 
The District is governed by a board of five directors who serve four-year, overlapping 

terms. The current members of the board and the current expiration date of their respective 
terms are as follows:  

 
Name Current Term Expiration 

Bobby Glover, Chair 2016 
Sherry M. Sterrett, Vice Chair 2014 
Sandra Bonato, Secretary 2016 
Dennis Donaghu, Member 2014 
Zac Shess, Member 2014 

 
The day-to-day operations are managed by a board-appointed General Manager, Robert 

B. Berggren. Mr. Berggren has been employed in this capacity with the District since 1987. He 
started with the District in 1976 as a Recreation Supervisor and thereafter served as Recreation 
Superintendent for eight years prior to his appointment as General Manager. Mr. Berggren 
received his bachelor’s degree from the University of California Berkeley and his masters’ 
degree in Public Administration from John F. Kennedy University. He has served in various 
capacities to the following community organizations: the Pleasant Hill Rotary, UC Berkeley 
Alumni Scholarships, Diablo Valley Community College, the Pleasant Hill Community 
Foundation, Contra Costa Special Districts Association and the California Parks and Recreation 
Society. Mr. Berggren has lived in the District for over forty years.  
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Other administrative District functions are handled by the following staff: 
 
Robert B. Berggren, General Manager 
Mark Blair, Accounting Supervisor 
Susie Kubota, Executive Secretary 
Korey Riley, Aquatics Supervisor 
Lance Hurtado, Recreation Supervisor 
Tina Young, Recreation Superintendent 
Kendra Luke, Senior Supervisor 
Carrie Miller, Building Maintenance Superintendent 
 

District Facilities 
 

• BROOKWOOD PARK. Located on the northwest corner of Taylor Boulevard and Withers, this 
6.3 acre park features a turf area, exercise court, surfaced court, picnic/BBQ areas and a 
playground. 

 
• CHILPANCINGO PARK. Located on Golf Course Road near Contra Costa Boulevard, this 2.5 

acre park features a turf area and parking. 
 

• DIABLO VALLEY ESTATE OPEN SPACE. Located in the northwest area of the District, this 4.0 
acre space features open space area with trails and vista points. 

 
• DINOSAUR HILL PARK. Located off Taylor Boulevard near the intersection with Gloria, this 

13.6 acre park features open space area with trails and vista points. 
 

• FRANK SALFINGERE PARK / COMMUNITY CENTER. Located on Taylor Boulevard near 
Contra Costa Boulevard, this 1.5 acre park and 7.1 acre Community Center features restrooms, 
turf area, meeting rooms, kitchen, auditorium, parking, playground, daycare and recreation 
programs. 

 
• LAS JUNTAS PARK. Located adjacent to the Contra Costa Canal Trail, this 7.0 acre park features 

open space area, trails and vista points. 
 

• PASO NOGAL PARK. Located on Paso Nogal Road, this 63.0 acre park features open space area, 
trails, vista points, dog off-leash area and parking. 

 
• PINEWOOD PARK. Located adjacent to Strandwood Elementary School, this 0.5 acre features a 

Playground. 
 

• PLEASANT HILL PARK. Located on Gregory Lane near the District Administration Office and 
the Senior Center, this 16.5 acre park features turf area, restrooms, picnic/BBQ areas, 
playground, meeting rooms, parking, pool, sports fields, lighted surface court and softball field, 
recreation programs and a Teen Center. 

 
• PLEASANT OAKS PARK. Located on Oak Park Boulevard next to Pleasant Hill Middle School, 

this 11.5 acre park features turf area, parking, playground, sports fields and recreation programs. 
 

• RIDGEVIEW OPEN SPACE. Located on Paso Nogal Road across from Paso Nogal Park, this 57 
acre space features open space area, trails and vista points. 

 
• RODGERS-SMITH PARK. Located on Grayson Road, this 4.5 acre park features restrooms, turf 

area, picnic/BBQ area, parking, playground, lighted bocce courts and sorts fields. 
 

• RODGERS RANCH. Located on Cortsen Road off Grayson Road, this 2.1 acre historic site 
features open space area, parking, vista points, and recreation programs. 
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• SCHOOL HOUSE CULTURAL CENTER. Located on Oak Park Boulevard near the intersection 
with Pleasant Hill Road, this 1.9 acre center features a historic site, restrooms, turf area, meeting 
rooms, theater, parking and recreation programs. The building is currently closed. 

 
• SENIOR CENTER. Located on Gregory Lane near the District Administration Office, Pleasant 

Hill Park, Pleasant Hill City Hall, this 0.8 acre center features, restrooms, kitchen, meeting rooms, 
auditorium, offices, parking and recreation programs. 

 
• SHADOWOOD PARK. Located on Spar Court off Camelback Road, this 2.6 acre park features 

turf area, picnic/BBQ areas, trail, parking, open space area and a playground. 
 

• SHANNON HILLS PARK. Located on Devon Avenue, this 2.1 acre park features turf area, open 
space area and a playground. 

 
• SHERMAN ACRES POCKET PARK. Located on Sherman Drive, this 0.16 acre neighborhood 

park has a small play structure and play area with a picnic table, benches and pathway. 
 

• TEEN CENTER. Located in Pleasant Hill Park, this 0.16 acre facility features a lobby lounge area, 
conference room, game room, computer room, offices, courtyard, and offers various after school, 
summer, educational programs and special events for the teens in the community. 

 
• VALLEY HIGH II OPEN SPACE. Located in the northwest quadrant of the District, this 19.1 acre 

area features open space, trails, vista points and small turf areas. 
 

• VALLEY HIGH IV OPEN SPACE. Located in the northwest quadrant of the district, this 11.0 acre 
area features open space with perimeter landscaping. 

 
• VALLEY HIGH V OPEN SPACE. Located in the northwest quadrant of the District, this 4.6 acre 

area features open space, trails, vista points and turf area. 
 

• WINSLOW CENTER Located on Pleasant Hill Road at the intersection with Taylor Boulevard, 
this 3.1 acre facility features restrooms, meeting rooms, parking, open space, small turf area, 
playground, daycare and recreation programs. 

 
• WOODSIDE HILLS I OPEN SPACE. Located in the central west side of the District, this 7.2 acre 

area features an open  space area. 
 

• WOODSIDE HILLS III OPEN SPACE. Located in the Central west side of the District, this 13.3 
acre area features an open space. 
 
 

Defined Benefit Pension Plan  
 
Plan Description: The District contributes to the California Public Employees’ Retirement 

System (PERS); an agent multiple-employer public employee defined benefit pension plan. 
PERS provides retirement and disability benefits, annual cost-of-living adjustments, and death 
benefits to plan members and beneficiaries. PERS acts as a common investment and 
administrative agent for participating public entities within the State of California. Benefit 
provisions and all other requirements are established by state statue and District ordinance. 
Copies of PERS’ annual financial report may be obtained from their Executive Office, 400 P 
Street, Sacramento, CA 95814.  

 
Funding Policy: Participants are required to contribute 7% of their annual covered salary. 

The District makes 5.5% of the contributions required of District employees on their behalf and 
for their account and the employees contribute 1.5%. The District is required to contribute at an 
actuarially determined rate; the current rate is 11.169% for non-safety employees of annual 



 

-22- 

covered payroll. The contribution requirements of plan members and the District are 
established and may be amended by PERS.  

 
Annual Pension Cost: For 2012, the District’s annual pension cost of $314,823 for PERS 

was equal to the District’s required and actual contributions. The required contribution was 
determined as part of the June 30, 2010 actuarial valuation using the entry age normal actuarial 
cost method.  

 
Three-Year Trend Information for PERS is shown below:  
 

 Annual Pension APC Net Pension 
Fiscal Year Cost (APC) Contributed Obligation 
6/30/2010 $394,101  100%  $ — 
6/30/2011 362,993 100% — 
6/30/2012 314,823 100% — 

 
Risk Management 

 
The District manages risk of loss related to torts; theft of, damage to, and destruction of 

assets; errors and omissions; injuries to employees; and natural disasters by participating in the 
public entity risk pools described below.  

 
Public entity risk pools are formally organized and separate entities established under 

the Joint Exercise of Powers Act of the State of California. As separate legal entities, those 
entities exercise full powers and authorities within the scope of the related Joint Powers 
Agreements including the preparation of annual budgets, accountability for all funds, the 
power to make and execute contracts and the right to sue and be sued. Each risk pool is 
governed by a board consisting of representatives from member municipalities. Each board 
controls the operations of the respective risk pool, including selection of management and 
approval of operating budgets, independent of any influence by member municipalities beyond 
their representation on that board. Obligations and liabilities of these risk pools are not the 
District’s responsibility.  

 
The District is a member of a program through which certain specified and limited self-

insured general liability, property loss and automobile liability are administered by the 
California Association for Park and Recreation Insurance (CAPRI) and shared by its 
participating members.  

 
Complete audited financial statements for CAPRI can be obtained from CAPRI’s office 

at 6341 Auburn Boulevard, Suite A, Citrus Heights, CA 95621.  
 
CAPRI provides comprehensive general liability coverage with a $10,000,000 limit per 

occurrence for personal injury and property damage to which the coverage applies. There is no 
deductible to the District.  

 
CAPRI also provides public officials and employee liability coverage with a $10,000,000 

annual aggregate limit per member district because of a wrongful act(s) which occur during the 
coverage period for which the coverage applies. There is a $25,000 deductible for any covered 
claim for wrongful termination payable by the District.  

 
All-Risk Property Loss coverage including Boiler & Machinery coverage is subject to a 

$2,000 deductible per occurrence payable by the District.  
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CAPRI provides flood and earthquake coverage with an annual aggregate limit of 
$5,000,000 for all the member districts. The deductible for all loss or damage arising from the 
risks of flood and/or earthquake is $50,000 per occurrence or 5% of the value of the building, 
contents, and/or structure damaged, whichever is greater.  

 
Contingencies  

 
The District is involved in various claims and litigation arising in the ordinary course of 

business. District management, based upon the opinion of legal counsel, is of the opinion that 
the ultimate resolution of such matters will not have a materially adverse effect on the District’s 
financial position or results of operations.  

 
Part-Time and Seasonal Employee Retirement Plan  

 
The District uses a FICA alternative (457) plan for the District’s seasonal and part-time 

employees. This plan satisfies the requirements of Internal Revenue Code Section 3121, which 
requires the District to either include these employees under the Social Security System or a 
qualified pension plan. The District contributed $17,372 during the year ended June 30, 2012.  

 
Deferred Compensation Plan  

 
The District offers its employees a deferred compensation plan (the ‘‘Plan’’) created in 

accordance with Internal Revenue Code Section 457. The Plan, available to all full-time and 
permanent part-time employees, permits them to defer a portion of their salary until future 
years. Under this plan, participants are not taxed on the deferred portion of the compensation 
until distributed to them; distributions may be made only at termination, retirement, death or in 
an emergency as defined by the Plan.  

 
The laws governing deferred compensation plan assets require plan assets to be held by 

a Trust for the exclusive benefit of plan participants and their beneficiaries. Since the assets held 
under these plans are not the District’s property, are not managed by the District and are not 
subject to claims by general creditors of the District, they have been excluded from these 
financial statements.  
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DISTRICT FINANCIAL INFORMATION 
 

District Budget 
 
The following table shows the District’s adopted and actual budgets for fiscal year 2011-

12, the District’s amended budget for fiscal year 2012-13 and the District’s adopted budget for 
fiscal year 2013-14. 

 
GENERAL FUND BUDGET 

Fiscal Years 2010-11 to 2012-13 
Pleasant Hill Recreation and Park District 

 
   Amended Adopted 
 Budget Actual Budget Budget 
 FY 2011-12 FY 2011-12 FY 2012-13 FY 2012-13 
Revenue     

Property Taxes $3,307,830 $3,216,664 $3,271,400 $3,359,500 
Non-Recreation 275,000 273,390 109,300 211,050 
Senior Citizens 240,000 277,374 325,250 457,000 
Winslow Center 38,000 37,774 30,000 29,000 
Community Center Rental — (66) — 132,000 
Adult activities 177,000 182,813 177,000 182,000 
Athletics & Teens 516,750 543,595 552,700 630,000 
Pre-school 401,800 442,926 441,400 397,000 
Special Events — — — 79,900 
Child care 312,000 306,697 305,000 320,000 
Aquatics 332,700 338,146 344,050 330,800 
Interest 4,000 4,583 6,000 7,500 

Total Revenues 5,605,080 5,623,896 5,562,100 6,135,750 
     
Expenditures     

Administration 358,910 376,444 322,690 336,890 
Recreation 323,230 325,608 330,120 369,910 
Senior Citizens 459,840 504,912 633,570 808,710 
Winslow Center 47,520 54,452 53,460 48,580 
Community Center 465,810 476,673 169,120 344,380 
Adult activities 195,390 175,765 139,630 140,310 
Athletics & Teens 541,090 559,644 636,700 680,800 
Pre-school 310,950 351,815 356,110 289,530 
Special Events — — — 71,070 
Child care 236,660 245,526 243,740 254,450 
Aquatics 598,000 614,618 633,920 652,290 
Communications 179,730 180,485 204,640 216,650 
Parks 1,184,150 1,205,966 1,122,760 1162700 
Building Maintenance   298,020 316700 
Capital Expenditures 233,850 193,141 61,950 133000 
Debt Service:     
  Principal 129,300 133,611 104,300 132700 
  Interest 146,900 110,000 146900 122800 

Total Expenditures 5,411,330 5,508,660 5,457,630 6,081,470 
     
Excess (deficit) of revenues over 
(under) expenditures 

193,750 115,236 104,470 54,280 

     
Source: Pleasant Hill Recreation and Park District audited financial statements. 
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Accounting Practices 
 
The accounting practices of the District conform to generally accepted accounting 

principles. 
 
The District’s expenditures are accrued at the end of the fiscal year to reflect the receipt 

of goods and services in that year. Revenues generally are recorded on a cash basis, except for 
items that are susceptible to accrual (measurable and/or available to finance operations). 
Current taxes are considered susceptible to accrual. Delinquent taxes not received after the fiscal 
year end are not recorded as revenue until received. Revenues from specific state and federally 
funded projects are recognized when qualified expenditures have been incurred. State block 
grant apportionments are accrued to the extent that they are measurable and predictable. 

 
The District’s accounting is organized on the basis of fund groups, with each group 

consisting of a separate set of self-balancing accounts containing assets, liabilities, fund 
balances, revenues and expenditures. The major fund classification is the General Fund which 
accounts for all financial resources not requiring a special type of fund. The District’s fiscal year 
begins on July 1 and ends on June 30. 

 
Financial Statements 

 
The District’s general fund finances the legally authorized activities of the District for 

which restricted funds are not provided. Audited financial statements for the District for the 
fiscal year ended June 30, 2012, and prior fiscal years are on file with the District and available 
for public inspection at the office of the General Manager of the District, 147 Gregory Lane, 
Pleasant Hill, California, 94523, telephone number (925) 682-0896. Copies of such financial 
statements will be mailed to prospective investors and their representatives upon request 
directed to the District at such address. The District’s audited financial statements for the year 
ended June 30, 2011, are included in Appendix A hereto. The District has not requested nor did 
the District obtain permission from R.J. Riccardi, Inc., Certified Public Accountants, to include 
the audited financial statements as an appendix to this Private Placement Memorandum. 
Accordingly, R.J. Riccardi, Inc. has not performed any post-audit review of the financial 
condition or operations of the District. 
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BALANCE SHEET 
Governmental Funds 

Pleasant Hill Recreation and Park District 
 

 Fiscal Year Ended June 30, 
 2009 2010 2011 2012 
ASSETS     
Cash and investments $1,653,658 $    954,465 $    873,206 $            --- 
Restricted cash 215,189 19,848,206 18,962,924 215,189 
Accounts receivable 118,356 564,259 312,177 309,213 
Due from other funds 709,540 1,017,090 980,042 695,554 
Prepaid items 8,040 6,288 11,720 11,720 

Total assets $2,704,783 22,390,308 21,140,069 1,231,676 
     
LIABILITIES     
Accounts payable $  507,392 528,653 585,687 366,746 
Accrued payroll 73,686 8,113 10,729 10,729 
Deferred revenue 491,414 480,431 449,637 449,637 
Due to other funds 709,540 1,017,090 980,042 263,080 
Other funds 13,694 28,091 11,984 11,984 

Total liabilities 1,795,726 2,062,378 2,038,079 1,102,176 
     
FUND BALANCES     
Restricted —- 19,563,078 18,748,378 215,189 
Nonspendable for prepaid items —- —- —- 11,720 
Reserved for:     

Prepaid expenditures 8,040 6,288 11,720 —- 
The arts 10,663 10,961 —- —- 
Debt service 215,189 215,189 —- —- 
Project funding 100,000 100,000 149,498 100,000 
Special revenue funds —- —- 389,803 --- 
Building fund 1,922 1,971 —- —- 

Unassigned —- —- (197,409) (197,409) 
Unreserved, undesignated 573,243 430,443 —- —- 

Total fund balances 909,057 20,327,930 19,101,990 129,500 
Total liabilities and fund balances $2,704,783 22,390,308 21,140,069 $1,231,676 

    
Source: Pleasant Hill Recreation and Park District audited financial statements.  
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
Governmental Funds 

Pleasant Hill Recreation and Park District 
 

 Fiscal Year Ended June 30, 
 2009 2010 2011 2012 
REVENUES:     

Property taxes $3,302,832 $3,306,170 $4,515,360 $2,589,011 
Non-recreation 312,162 481,868 132,462 132,357 
Senior citizens 310,789 356,821 372,791 372,791 
Winslow center 10,924 9,009 11,846 11,846 
Community center rental 226,390 175,672 114,652 114,652 
Adult activities 230,144 256,249 209,223 209,223 
Athletics & teens 553,537 567,732 602,346 602,346 
Preschool, youth & special 531,725 550,691 457,442 457,442 
Child care 295,540 288,314 296,743 296,743 
Aquatics 294,448 331,498 357,121 357,121 
Interest 33,737 37,024 93,897 - 

Total revenues 6,102,228 6,361,048 7,163,883 5,143,532 
     
EXPENDITURES:     

Administration 450,035 620,956 329,621 325,272 
Recreation 290,820 281,469 297,058 297,058 
Senior citizens  622,952 842,491 657,067 657,067 
Winslow center 54,701 145,697 48,534 48,534 
Community center rental 846,058 991,905 734,370 734,370 
Adult activities 253,700 242,687 238,689 238,689 
Athletics & teens 690,480 747,677 628,743 628,743 
Preschool, youth & special 423,099 411,555 361,472 361,472 
Child care 262,117 248,017 232,340 232,340 
Aquatics 605,850 791,808 656,507 656,507 
Communications 153,370 142,268 147,467 147,467 
Parks 951,863 445,482 468,937 468,937 
Maintenance 697,026 762,825 696,925  
Capital outlay —- —- 1,882,410 285,462 
Debt Service: —- —- —- —- 
Principal 160,129 104,318 110,711 110,711 
Interest 154,700 145,484 898,969 139,781 
Total expenditures 6,616,900 6,924,639 8,389,820 5,332,410 

     
Excess (deficit) of revenues over (under) 

expenditures 
(514,672) (563,591) (1,225,937) (188,878) 

Fund balances, beginning of period 1,423,729 909,052 20,327,927 331,310 
Fund balances, end of period $   909,057 $20,327,930 $19,101,990 $129,500 

    
Source: Pleasant Hill Recreation and Park District audited financial statements. 

 
Revenue Sources 

 
The District’s two main sources of revenues are its share of ad valorem property taxes 

levied and collected by the County (averaging approximately 55% of total revenues for the prior 
four years), and its fees and charges for park and recreation services (averaging approximately 
45% of total revenues for the prior four years). 

 
Under the District’s policies for setting charges for services, the District aims to maintain 

a locally generated, diversified revenue base that will shelter the District from fluctuations in 
any single revenue source. The District establishes and maintains user charges and fees based 
on the cost of providing services and general maintenance and upkeep of the facilities. Certain 
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services are subsidized by the District in order to provide needed community programs and 
events. 

 
The District establishes fees and charges for specific programs based on current market 

conditions for similar services in the area (based on surveys of comparative programs), the 
relative demand for the program in question, and the direct costs (such as staff salary and 
benefits, equipment costs, supplies and materials costs, transportation costs and utilities costs) 
and indirect costs (an allocation of the District’s administrative costs and overhead) of 
providing the program in question. 

 
Although Proposition 46, approved by the voters of the State in June 1986, permits local 

governments, including the District, to issue bonded indebtedness payable from ad valorem 
taxes in excess of one percent of full cash value with the approval of two-thirds of the votes cast 
by voters voting on the proposition, the voters of the District have not been presented with a tax 
override proposal with respect to the Certificates. Owners of the Certificates have no right to 
compel the District to levy or cause to be levied any tax for the payment of the principal of, or 
redemption premium, if any, or interest with respect the Certificates and must look solely to the 
allocation described above and to other legally available District revenues for payment. 

 
Debt Obligations 

 
Set forth below is a direct and overlapping debt report (the “Debt Report”) prepared by 

California Municipal Statistics, Inc. and effective June 1, 2013. The Debt Report is included for 
general information purposes only. The District has not reviewed the Debt Report for 
completeness or accuracy and makes no representation in connection therewith. 

 
The Debt Report generally includes long-term obligations sold in the public credit 

markets by public agencies whose boundaries overlap the boundaries of the District in whole or 
in part. Such long-term obligations generally are not payable from revenues of the District 
(except as indicated) nor are they necessarily obligations secured by land within the District. In 
many cases, long-term obligations issued by a public agency are payable only from the general 
fund or other revenues of such public agency. 

 
The contents of the Debt Report are as follows: (1) the first column indicates the public 

agencies that have outstanding debt as of the date of the Debt Report and whose territory 
overlaps the District; (2) the second column shows the respective percentage of the assessed 
valuation of the overlapping public agency identified in column 1 which is represented by 
property located within the District; and (3) the third column is an apportionment of the dollar 
amount of each public agency’s outstanding debt (which amount is not shown in the table) to 
property in the District, as determined by multiplying the total outstanding debt of each agency 
by the percentage of the District’s assessed valuation represented in column 2. 
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STATEMENT OF DIRECT AND OVERLAPPING BONDED DEBT 
Pleasant Hill Recreation and Park District 

 
2012-13 Assessed Valuation:  $5,612,510,398 

 
DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 6/1/13  
Bay Area Rapid Transit District 1.117% $    4,587,407  
Contra Costa Community College District 3.973 8,340,519  
Acalanes Union High School District 2.657 4,133,854  
Martinez Unified School District 0.153 65,574  
Mount Diablo Unified School District 17.209 77,320,907  
Lafayette School District 5.476 860,827  
Walnut Creek School District 2.957 800,745  
City of Lafayette 1.230 92,619  
Mount Diablo Unified School District Community Facilities District No. 1 17.209 8,392,829  
East Bay Regional Park District 1.726 2,339,852  
Pleasant Hill Recreation and Park District 100. 27,425,000 (1) 
City of Pleasant Hill Downtown Community Facilities District No. 1 100. 12,580,000  
Contra Costa County Community Facilities District No. 1991-1 51.953 950,908  
Contra Costa County 1915 Act Bonds (Estimate) Various 44,172  
  TOTAL GROSS DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT  $147,935,213  
 
DIRECT AND OVERLAPPING GENERAL FUND DEBT: 

   

Contra Costa County General Fund Obligations 3.958% $11,186,931  
Contra Costa County Pension Obligations 3.958 12,274,154  
Contra Costa Community College District Certificates of Participation 3.973 30,989  
City of Pleasant Hill General Fund Obligations 99.719 2,951,682  
City of Walnut Creek General Fund Obligations 0.084 584  
Pleasant Hill Recreation and Park District Certificates of Participation 100. 2,215,000  
Contra Costa County Fire Protection District Pension Obligations 8.768 9,310,301  
  TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT  $37,969,641  
    Less:  Contra Costa County obligations supported by revenue funds  4,155,613  
  TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT  $33,814,028  
 
OVERLAPPING TAX INCREMENT DEBT: 

 $47,839,145 (2) 

 
GROSS COMBINED TOTAL DEBT 

 $233,743,999  

  NET COMBINED TOTAL DEBT  $229,588,386 
(1) Excludes issue to be sold. 
(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and 

non-bonded capital lease obligations. 
 
Ratios to 2012-13 Assessed Valuation:  
  Direct Debt  ($27,425,000) 0.49% 
  Total Direct and Overlapping Tax and Assessment Debt 2.64% 
  Combined Direct Debt  ($29,640,000) 0.53% 
  Gross Combined Total Debt 4.16% 
  Net Combined Total Debt 4.09% 
Ratios to Redevelopment Incremental Valuation ($1,102,164,776):  
  Total Overlapping Tax Increment Debt 4.34% 
    
Source: California Municipal Statistics, Inc. 

 
District Debt 

 
The issuance of general obligation bonds in an aggregate amount not to exceed 

$28,000,000 by the District was authorized by an election of the registered voters of the District 
held on August 25, 2009, by approximately 76% of the registered voters who voted on the 
measure (the “Authorization”). In 2010, the District issued its $20,000,000 Pleasant Hill 
Recreation and Park District (Contra Costa County, California) General Obligation Bonds, 
Election of 2009, Series A (2010) under the Authorization (the “Series A Bonds”). In 2012, the 
District issued its $8,000,000 Pleasant Hill Recreation and Park District (Contra Costa County, 
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California) General Obligation Bonds, Election of 2009, Series B (2012) under the Authorization 
(the “Series B Bonds” and, with the Series A Bonds, the “Bonds”). The proceeds of the Bonds 
were used by the District to provide safe parks and recreational facilities for children, families 
and seniors by upgrading or replacing the District’s Teen Center, the outdated and undersized 
Senior Center, the deteriorating Community Center; and aging sports fields, restrooms and 
other facilities at parks throughout the community. 

 
Other than the 1997 Certificates and the 1999 Certificates to be refunded from the 

proceeds of the Certificates of this issue, the District has no other outstanding obligations. 
 

Ad Valorem Property Taxation 
 
District property taxes are assessed and collected by the County at the same time and on 

the same rolls as special district property taxes. Assessed valuations are the same for the taxing 
purposes of both the District and the County. 

 
Taxes are levied for each fiscal year on taxable real and personal property which is 

located in the District as of the preceding January 1. For assessment and collection purposes, 
property is classified either as “secured” or “unsecured” and is listed accordingly on separate 
parts of the assessment roll. The “secured roll” is that part of the assessment roll containing 
State assessed public utilities property and real property having a tax lien which is sufficient, in 
the opinion of the assessor, to secure payment of the taxes. Other property is assessed on the 
“unsecured roll.” A supplemental roll is developed when property changes hands or new 
construction is completed. Each county levies and collects all property taxes for property falling 
within that county’s taxing boundaries. 

 
Property taxes on the secured roll are due in two installments, November 1 and 

February 1 of the calendar year. If unpaid, such taxes become delinquent after December 10 and 
April 10, respectively, and a 10% penalty attaches to any delinquent installment plus a $10 cost 
on the second installment. Property on the secured roll with delinquent taxes is sold to the State 
on or about June 30 of the calendar year. Such property may thereafter be redeemed by 
payment of the delinquent taxes and the delinquency penalty, plus a $15 redemption fee and a 
redemption penalty of 1.5% per month to the time of redemption. If taxes are unpaid for a 
period of five years or more, the property is deeded to the State and is then subject to sale by the 
tax-collecting authority of the relevant county.  

 
Property taxes on the unsecured roll are due as of the January 1 lien date and become 

delinquent if they are not paid by August 31. In the case of unsecured property taxes, a 10% 
penalty attaches to delinquent taxes on property on the unsecured roll, and an additional 
penalty of 1.5% per month begins to accrue beginning November 1 of the fiscal year, and a lien 
may be recorded against the assessee. The taxing authority has four ways of collecting 
unsecured personal property taxes: (1) a civil action against the assessee; (2) filing a certificate in 
the office of the County Clerk specifying certain facts in order to obtain a judgment lien on 
specific property of the assessee; (3) filing a certificate of delinquency for record in the County 
Recorder’s office in order to obtain a lien on specified property of the assessee; and (4) seizure 
and sale of personal property, improvements or possessory interests belonging or assessed to 
the assessee. 

 
State law exempts from taxation $7,000 of the full cash value of an owner-occupied 

dwelling, but this exemption does not result in any loss of revenue to local agencies, since the 
State reimburses local agencies for the value of the exemptions.  
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All property is assessed using full cash value as defined by Article XIIIA of the State 
Constitution. State law provides exemptions from ad valorem property taxation for certain 
classes of property such as churches, colleges, non-profit hospitals, and charitable institutions. 

 
Assessed valuation growth allowed under Article XIIIA (new construction, certain 

changes of ownership, 2% inflation) is allocated on the basis of “situs” among the jurisdictions 
that serve the tax rate area within which the growth occurs. Local agencies and schools share 
the growth of “base” revenues from the tax rate area. Each year’s growth allocation becomes 
part of each agency’s allocation in the following year. The availability of revenue from growth 
in tax bases to such entities may be affected by the establishment of redevelopment agencies 
which, under certain circumstances, may be entitled to revenues resulting from the increase in 
certain property values. 

 
Assessed Valuations 

 
The assessed valuation of property in the District is established by the County Assessor 

of the County, except for public utility property which is assessed by the State Board of 
Equalization. Assessed valuations are reported at 100% of the “full value” of the property, as 
defined in Article XIIIA of the California Constitution. Prior to 1981-82, assessed valuations 
were reported at 25% of the full value of property. For a discussion of how properties currently 
are assessed, see “CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING 
DISTRICT REVENUES AND APPROPRIATIONS.” 

 
Certain classes of property, such as churches, colleges, not-for-profit hospitals, and 

charitable institutions, are exempt from property taxation and do not appear on the tax rolls. 
 
The table below shows the assessed valuation in the District for fiscal years 2008-09 to 

2012-13. 
 

HISTORIC ASSESSED VALUATIONS  
Pleasant Hill Recreation and Park District 

 
Fiscal Year Local Secured Utility Unsecured Total 

2008-09 $5,737,744,690 0 $139,706,532 $5,877,451,222 
2009-10 5,687,369,410 0 151,038,243 5,838,407,653 
2010-11 5,693,609,444 0 135,146,685 5,828,756,129 
2011-12 5,601,442,841 0 135,251,159 5,736,694,000 
2012-13 5,482,944,289 0 129,566,109 5,612,510,398 

    
Source: California Municipal Statistics, Inc. 
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Tax Rates 
 
The table below summarizes the total ad valorem tax rates levied by all taxing entities in a 

typical Tax Rate Area (“TRA”) within the District from fiscal year 2008-09 to fiscal 2012-13. 
 

DEFINITIONS AND SUMMARY OF AD VALOREM TAX RATES 
Pleasant Hill Recreation and Park District 

 
Typical Total Tax Rates per $100 (TRA 12-029) 

 
 2008-09 2009-10 2010-11 2011-12 2012-13 

General Tax Rate 1.0000 1.0000 1.0000 1.0000 1.0000 
Pleasant Hill Recreation and Park District — — .0212 .0255 .0269 
Bay Area Rapid Transit .0090 .0057 .0031 .0041 .0043 
East Bay Regional Park District .0100 .0108 .0084 .0071 .0051 
Mount Diablo Unified School District .0455  .0493  .0600  .0612 .0871 
Contra Costa Community College District  .0066  .0126  .0133  .0144 .0087 
 Total All Property Tax Rate 1.0711 1.0784 1.1060 1.1123 1.1321 

Contra Costa County Water District  .0041  .0048  .0049  .0051 .0045 
 Total Land Only Tax Rate  .0041  .0048  .0049  .0051 .0045 
    
Source: California Municipal Statistics, Inc. 
 
Tax Levies and Delinquencies 

 
Beginning in 1978-79, Article XIIIA and its implementing legislation shifted the function 

of property taxation primarily to the counties, except for levies to support prior-voted debt, and 
prescribed how levies on county-wide property values are to be shared with local taxing entities 
within each county. 

 
The following table reflects the historical secured tax levy and year-end delinquencies 

for the District. 
 

SECURED TAX CHARGE AND DELINQUENCY 
Pleasant Hill Recreation and Park District 

1% General Fund Apportionment 
 

 
Fiscal Year 

Secured  
Tax Charge(1) 

Amount Delinquent  
as of June 30 

Percent Delinquent  
as of June 30 

2007-08 $2,892,627.56 $138,620.53 4.79% 
2008-09 2,949,081.40 117,815.58 3.99 
2009-10 2,891,429.49 77,393.72 2.68 
2010-11 2,873,298.93 49,344.74 1.72 
2011-12 2,844,330.93 77,276.86 2.72 

    
Source: California Municipal Statistics, Inc. 
(1) 1% General Fund apportionment. Reflects county wide delinquency rate. 
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SECURED TAX CHARGE AND DELINQUENCY 
Pleasant Hill Recreation and Park District 

General Obligation Bonds Levy 
 

 
Fiscal Year 

Secured  
Tax Charge(1) 

Amount Delinquent  
as of June 30 

Percent Delinquent  
as of June 30 

2010-11 $1,192,135.95 $14,803.51 1.24% 
2011-12 1,400,405.52 15,290.33 1.09 

    
Source: California Municipal Statistics, Inc. 
(1) District’s general obligation bond debt service levy. Levy began in FY 2010-11. 

 
Alternative Method of Tax Apportionment 

 
The Board of Supervisors of the County has approved the implementation of the 

Alternative Method of Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the 
“Teeter Plan”), as provided for in section 4701 et seq. of the California Revenue and Taxation 
Code. The Teeter Plan guarantees distribution of 100% of the general taxes levied to the taxing 
entities within the County, with the County retaining all penalties and interest penalties affixed 
upon delinquent properties and redemptions of subsequent collections. Under the Teeter Plan, 
the County apportions secured property taxes on an cash basis to local political subdivisions, 
including the District, for which the County acts as the tax-levying or tax-collecting agency. At 
the conclusion of each fiscal year, the County distributes 100% of any taxes delinquent as of 
June 30th to the respective taxing entities. Teeter Plan was effective beginning the fiscal year 
commencing July 1, 1993. 

 
The Teeter Plan is applicable to secured property tax levies. As adopted by the County, 

the Teeter Plan excludes Mello-Roos Community Facilities Districts, special assessment districts, 
and benefit assessment districts. 

 
The Teeter Plan is to remain in effect unless the Board of Supervisors of the County 

orders its discontinuance or unless, prior to the commencement of any fiscal year of the County 
(which commences on July 1), the Board of Supervisors receives a petition for its discontinuance 
joined in by resolutions adopted by at least two-thirds of the participating revenue districts in 
the County, in which event the Board of Supervisors is to order discontinuance of the Teeter 
Plan effective at the commencement of the subsequent fiscal year. If the Teeter Plan is 
discontinued subsequent to its implementation, only those secured property taxes actually 
collected would be allocated to political subdivisions (including the District) for which the 
County acts as the tax-levying or tax-collecting agency, but penalties and interest would be 
credited to the political subdivisions. 
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Largest Property Owners 
 
The following table shows the 20 largest owners of taxable property in the District as 

determined by secured assessed valuation in fiscal year 2012-13, representing 16.59% of the total 
assessed valuation. 

 
FISCAL YEAR 2012-13 LARGEST LOCAL SECURED TAXPAYERS 

Pleasant Hill Recreation and Park District 
 

   2012-13 % of 
 Property Owner Primary Land Use Assessed Valuation Total(1) 

1. CSAA Inter-Insurance Bureau Office Building $120,360,000 2.20% 
2. CA-Treat Towers LP  Office Building 92,998,296 1.70 
3. Park Regency Partners Apartments 88,549,657 1.62 
4. Loja Pleasant Hill LLC Shopping Center 82,620,000 1.51 
5. FW CA PH Shopping Center LLC Shopping Center 58,351,099 1.06 
6. WM Villa Montanaro LLC Apartments 46,904,818 0.86 
7. PMI Plaza LLC  Office Building 46,790,000 0.85 
8. SVF Oak Road Walnut Creek Corp.  Office Building 43,211,180 0.79 
9. Lexford Properties LP Apartments 37,856,114 0.69 
10. Grupe Real Estate Investors 29 Residential Properties 34,675,114 0.63 
11. EQR Watson General Partnership Residential Properties 31,780,767 0.58 
12. Ashford Walnut Creek LP Hotel 30,900,000 0.56 
13. Ellinwood Office Partners LLC  Office Building 30,757,349 0.56 
14. Grosvenor USA Limited Shopping Center 29,186,675 0.53 
15. Hofmann Holdings LP  Office Building 28,263,764 0.52 
16. Stratford at Lafayette LLC Assisted Living Center 23,025,245 0.42 
17. Gallup & Whalen Santa Maria Shopping Center 22,033,000 0.40 
18. ERP Operating Limited Apartments 21,517,923 0.39 
19. Beauford Partners LP Shopping Center 20,200,000 0.37 
20. HCP Pleasant LLC Assisted Living Center 19,910,362 0.36 
   $909,891,363 16.59% 

    
Source: California Municipal Statistics, Inc. 
(1) 2012-13 Local Secured Assessed Valuation: $5,482,944,289. 

 
 

THE ECONOMY OF THE DISTRICT 
 
While the economics of the City and County and surrounding region influence the economics 

within the District, only property within the District is subject to an unlimited ad valorem tax levy to 
pay debt service on the Bonds. 

 
Introduction 

 
The City was incorporated as a general law city in 1961. The City is located in the 

County across the San Francisco Bay approximately 35 miles northeast of San Francisco, 70 
miles southwest of Sacramento and adjacent to and south of the City of Concord. The City 
contains approximately 8.65 square miles in total area. 

 
The County is bounded by San Francisco Bay to the west, the San Pablo Bay and the 

Sacramento River delta to the north, and by Alameda County on the south. Ranges of hills 
effectively divide Contra Costa County into three distinct regions. The western portion, with its 
access to water, contains much of the County's heavy industry. The central section is rapidly 
developing from a suburban area into a major commercial and financial headquarters center. 
The eastern part is also undergoing substantial change, from a rural, agricultural area, to a 
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suburban region. The County has extensive and varied transportation facilities—ports 
accessible to ocean-going vessels, railroads, freeways, and rapid transit lines connecting the area 
with Alameda County and San Francisco. 

 
Population 

 
The table below summarizes population or the City and the County. 
 

POPULATION 
City of Pleasant Hill and Contra Costa County 

 
Year City of Pleasant Hill Contra Costa County 

2004 33,289 993,958 
2005 32,982 1,001,216 
2006 32,536 1,007,169 
2007 32,421 1,015,672 
2008 32,793 1,027,264 
2009 32,963 1,038,390 
2010 33,139 1,047,948 
2011 33,280 1,056,306 
2012 33,440 1,065,117 

    
Source: State of California, Department of Finance, E-4 Population Estimates for Cities, Counties and the State, 2001-

2010, with 2000 & 2010 Census Count (as of January 1). Sacramento, California, May, 2012.  
 
Employment 

 
The following table summarizes historical employment and unemployment in Contra 

Costa County. 
 

CIVILIAN LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT 
Contra Costa County 

Annual Averages, 2008-2012 
 
 2008 2009 2010 2011 2012 
Civilian Labor Force (1)      

Employment  492,200 471,600 465,500 473,900 487,600 
Unemployment (2) 32,400 53,400 58,300 55,000 48,200 

Total  524,600 525,100 523,800 528,900 535,800 

Unemployment Rate (3)  6.2% 10.2 11.1% 10.4% 9.0% 
   
Source: California Employment Development Department, based on March 2012 benchmark.  
(1) Includes persons involved in labor-management trade disputes. 
(2) Includes all persons without jobs who are actively seeking work. 
(3) The unemployment rate is computed from unrounded data, therefore, it may differ from rates computed from 

rounded figures in this table. 
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The following table summarizes the historical numbers of workers in Contra Costa 
County, by industry. 

 
ANNUAL AVERAGE WAGE AND SALARY EMPLOYMENT 

Contra Costa County 
2007-2011 

 
 2007 2008 2009 2010 2011 
Total, All Industries 346,800 339,500 321,800 312,600 312,700 

Farm 700 700 800 700 900 
Non-Farm: 346,000 338,800 321,000 311,900 311,700 
  Goods Producing 49,700 46,500 39,900 36,600 34,800 
    Manufacturing 20,600 20,700 18,700 18,300 17,400 
  Service Providing 296,300 292,300 281,100 275,300 276,900 
    Trade, Transportation & Utilities 62,300 61,200 57,300 55,900 56,300 
      Wholesale Trade 9,100 8,700 7,700 7,600 7,900 
      Retail Trade 44,400 43,600 41,200 40,400 40,300 
    Information 13,000 11,800 10,400 9,600 9,000 
    Financial Activities 29,100 26,600 25,700 25,300 24,500 
    Professional & Business Services 49,400 49,300 45,900 43,800 45,500 
    Educational & Health Services 44,600 45,600 47,700 48,400 49,200 
    Leisure & Hospitality 33,200 32,800 31,200 31,300 32,200 
    Other Services 12,500 12,400 11,700 11,800 12,500 
    Government 52,200 52,600 51,300 48,200 47,800 

    
Source: California Employment Development Department, based on March 2012 benchmark. 
(1) Employment is reported by place of work; it does not include persons involved in labor-management disputes. 

Figures are rounded to the nearest hundred. Columns may not add to totals due to rounding. 
Latest annual data available. 
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Major Employers 
 

The twenty-five largest employers in the County are as follows: 
 

CONTRA COSTA COUNTY  
Largest Employers 

 
Company  City Product/Service  

BART Richmond Transit Lines 
Bayer Health Care Phrmctcls Richmond Laboratories-Pharmaceutical (Mfrs) 
Bio-Rad Laboratories Inc  Hercules Biological Products (Mfrs)  
California State Auto Assn Walnut Creek Automobile Club 
Chevron Corp  San Ramon Oil Refiners (Mfrs) 
Chevron Global Downstream LLC San Ramon Marketing Programs & Services 
Concord Naval Weapons Station Concord Federal Government-National Security 
Contra-Costa Regional Med Ctr Martinez Hospitals 
Department of Vetrans Affairs Martinez Clinics 
Doctor’s Medical Ctr San Pablo Hospitals 
John Muir Health Physical Rhb  Concord Physical Therapists  
John Muir Medical Ctr - Walnut Walnut Creek Hospitals 
Kaiser Permanente Martinez Clinics 
Kaiser Permanente Walnut Creek Hospitals 
Kaiser Permanente Martinez Med Concord Hospitals 
La Raza Market Richmond Grocers-Retail 
Muirlab Walnut Creek Laboratories-Medical 
Nordstrom Walnut Creek Department Stores 
Richmond City Offices Richmond Government Offices-City, Village & Twp 
San Ramon Regional Medical Ctr San Ramon Hospitals 
Shell Oil Prod Martinez Oil Refiners (Mfrs) 
St. Mary’s College of California Moraga Schools-Universities & Colleges Academic 
Sutter Delta Medical Ctr Antioch Hospitals 
Tesoro Golden Eagle Refinery Pacheco Oil Refiners (Mfrs) 
Va Outpatient Clinic Martinez Surgical Centers 
    
Source: America's Labor Market Information System (ALMIS) Employer Database, 2013 2nd Edition.  Employer 
information is provided by infoUSA, Omaha, NE, 800/555-5211. Copyright 2013. 
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Construction Activity 
 
The following tables reflect the five-year history of building permit valuation for the 

City and the County:  
 

BUILDING PERMITS AND VALUATION 
City of Pleasant Hill 

(Dollars in Thousands) 
 

 2007  2008 2009  2010 2011 
Permit Valuation:       

New Single-family  $  2,227 $     476 $      0 $     468 $     1,869 
New Multi-family  0 0 0 0 0 
Res. Alterations/Additions  11,694 7,423 4,504 5,589 6,048 
Total Residential  13,921 7,900 4,504 6,057 7,917 
Total Nonresidential 12,409 28,311 5,234 4,533 11,815 

Total All Building  $26,331 $36,211 $9,738 $10,590 $19,732 
      
New Dwelling Units:       

Single Family  6 1 0 2 6 
Multiple Family  0 0 0 0 0 

Total  6 1 0 2 6 
    
Sources: Construction Industry Research Board: “Building Permit Summary.”  
Note:  Totals may not add due to independent rounding. 

 
BUILDING PERMITS AND VALUATION 

Contra Costa County 
(Dollars in Thousands) 

 
 2007  2008 2009  2010 2011 
Permit Valuation:       

New Single-family  $  832,053 $   300,089 $300,363 237,458 211,418 
New Multi-family  94,505 132,825 34,119 106,555 47,304 
Res. Alterations/Additions  290,108 29,023 170,150 209,044 233,174 
Total Residential  1,216,666 661,937 504,632 553,058 491,896 
Total Nonresidential 491,315 459,933 314,301 285,417 254,902 

Total All Building  $1,707,980 $1,121,869 $818,934 838,475 746,798 
      
New Dwelling Units:       

Single Family  2,698 985 1,038 809 718 
Multiple Family  909 909 163 890 355 

Total  3,607 1,894 1,201 1,699 1,073 
    
Sources: Construction Industry Research Board: “Building Permit Summary.”  
Note:  Totals may not add due to independent rounding. 
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Commercial Activity 
 
Taxable sales in the City and County are shown below. 
 

TAXABLE SALES, 2006-2010 
City of Pleasant Hill 

(Dollars in Thousands) 
 

 Taxable Sales ($000) 
 2006 2007 2008 
Retail Stores    
Apparel stores $   36,441 $   37,022 $   33,311 
General merchandise stores  111,655 107,589 100,343 
Food stores 25,539 29,097 30,218 
Eating and drinking places 74,514 77,875 81,745 
Home furnishings and appliances 73,212 70,799 90,077 
Building materials 12,790 13,197 11,720 
Motor vehicles and parts 10,326 10,886 11,608 
Service stations (2) 96,412 95,463 82,559 
Other retail stores 168,325 156,336 112,281 

    Retail Stores Totals 609,214 598,264 553,862 
All Other Outlets 56,235 58,263 86,456 
Total All Outlets $665,449 $656,887 $640,318 

    
Source: California Board of Equalization, Taxable Sales in California (Sales & Use Tax). 
(1) Starting 2007, Specialty Stores Group is included in “Other Retail Stores” Group. 
(2) Starting 2007, Service Stations is reported separately from “Automotive.” 
(3) Totals may not add up due to independent rounding. 
 

 2009(3) 2010(4) 
Retail Store and Food Services   
Motor Vehicle and Parts Dealers $   10,192 $   8,445 
Home Furnishings and Appliance Stores 106,545 108,526 
Bldg. Matrl. and Garden Equip. and Supplies 18,261 18,111 
Food and Beverage Stores 32,094 33,025 
Gasoline Stations 44,146 45,438 
Clothing and Clothing Accessories Stores 31,221 32,762 
General Merchandise Stores 75,746 75,293 
Food Service and Drinking Places 79,825 81,181 
Other Retail Group 79,132 76,535 

  Total Retail and Food Services 477,163 479,317 
All Other Outlets 80,325 80,362 
Total All Outlets(5) $557,487 $559,680 

 
    
Source: California Board of Equalization, Taxable Sales in California (Sales & Use Tax). 
(1) Starting 2007, Specialty Stores Group is included in All Other Retail Stores Group. 
(2) Starting 2007, Service Stations are reported separately from “Automotive.” 
(3) Starting in 2009, categories were revised from prior years. 
(4) Most recent annual data available. 
(5) Totals may not add up due to independent rounding. 
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TAXABLE SALES, 2006-2010 
Contra Costa County 

(Dollars in thousands) 
 

 Taxable Sales ($000) 
 2006 2007 2008 
Retail Stores    
Apparel Stores $  462,451 $  470,507 $  528,456 
General Merchandise 1,882,310 1,878,711 1,753,124 
Specialty Stores(1) 1,353,099 — — 
Food Stores 607,062 616,296 594,275 
Eating and Drinking 1,098,793 1,125,644 1,134,412 
Household Group 468,008 427,995 471,620 
Building Material Group 1,027,731 944,683 747,773 
Automotive Group 3,061,806 1,812,785 1,406,932 
Service Stations(2) — 1,351,405 1,514,897 
All Other Retail Stores 314,647 1,481,678 1,332,819 

    Retail Stores Totals 10,275,907 10,109,704 9,484,307 
Business & Personal Services 567,375 555,793 533,701 
All Other Outlets 3,024,379 340,618 3,289,673 

Total All Outlets $13,867,661 $14,086,295 $13,307,681 
    
Source: California Board of Equalization. 
 

 2009(3) 2010(4) 
Retail Store and Food Services   
Motor Vehicle and Parts Dealers $1,184,803 $1,234,844 
Furniture and Home Furnishings Stores 225,331 227,432 
Electronic and Appliance Stores 385,742 356,124 
Bldg. Matrl. and Garden Equip. and Supplies 711,475 718,405 
Food and Beverage Stores 657,337 673,326 
Health and Personal Care Stores 264,279 264,011 
Gasoline Stations 1,151,058 1,312,703 
Clothing and Clothing Accessories Stores 642,813 663,243 
Sporting Goods, Hobby, Book & Music Stores 314,924 304,491 
General Merchandise Stores 1,380,111 1,406,756 
Miscellaneous Store Retailers 397,297 382,048 
Nonstore Retailers 47,224 46,613 
Food Service and Drinking Places 1,111,182 1,126,398 
Retail and Food Services Totals 8,473,578 8,716,393 
All Other Outlets 3,409,471 3,237,454 
Total All Outlets(5) $11,883,049 $11,953,846 

    
Source: California Board of Equalization, Taxable Sales in California (Sales & Use Tax). 
(1) Starting 2007, Specialty Stores Group is included in All Other Retail Stores Group. 
(2) Starting 2007, Service Stations are reported separately from “Automotive Group.” 
(3) Starting in 2009, categories were revised from prior years.  
(4) Most recent annual data available. 
(5) Totals may not add up due to independent rounding. 
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Median Household Income 
 
The following table summarizes the median household effective buying income for the 

City, the County, the State and the nation for the years 2008 through 2012. 
 

EFFECTIVE BUYING INCOME 
City, County, State and United States 

 
 

Year 
 

Area 
Total Effective Buying 

Income (000’s Omitted) 
Median Household 

Effective Buying Income  

2008 City of Pleasant Hill $      1,072,690 $63,240 
 County of Contra Costa 30,737,690 61,903 
 California 832,531,445 48,952 

 United States 6,443,994,426 42,303 
2009 City of Pleasant Hill $       1,105,420 $65,367 

 County of Contra Costa 31,197,703 64,213 
 California 844,823,319 49,736 
 United States 6,571,536,768 43,252 

2010 City of Pleasant Hill $     1,066,803 $62,260 
 County of Contra Costa 30,049,698 61,031 
 California 801,393,028 47,177 
 United States 6,365,020,076 41,368 

2011 City of Pleasant Hill $     1,084,525 $62,555 
 County of Contra Costa 30,416,350 60,777 
 California 814,578,457 47,062 
 United States 6,438,704,664 41,253 

2012 City of Pleasant Hill $       1,151,610 $62,086 
 County of Contra Costa 33,604,875 61,167 
 California 864,088,827 47,307 
 United States 6,737,867,730 41,358 

    
Source: Nielsen, Inc. 

 
 

CERTIFICATE OWNERS’ RISKS 
 

The following describes certain special considerations and risk factors affecting the payment of 
and security for the Certificates. The following discussion is not meant to be an exhaustive list of the risks 
associated with the purchase of any Certificates and does not necessarily reflect the relative importance of 
the various risks. Potential investors in the Certificates are advised to consider the following special 
factors along with all other information in this Private Placement Memorandum in evaluating the 
Certificates. There can be no assurance that other considerations will not materialize in the future. 

 
Risks Related to Future Revenues 
 

The ability of the District to comply with its covenants under the Lease Agreement, and 
to generate Revenues sufficient to pay the Lease Payments, may be adversely affected by 
actions and events outside of the control of the District, including without limitation the 
following: 

 
Property Tax Revenues. Declines in assessed valuation within the District could result in 

declines in property tax revenues allocated to the District by the County. The District does not 
have the authority to increase ad valorem taxes without the approval of two-thirds of the 
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registered voters, even if Revenues were to be insufficient to pay the Lease Payments when due. 
See “—Constitutional and Statutory Limitations on Taxes and Fees” below. 

 
Decreased Demand for Facilities and Services. Demand for the District’s Facilities and 

services could be adversely affected by relative changes in the local population, adverse 
economic conditions, increased local competition for recreation facilities and services, or other 
factors. If Revenues were to be insufficient to pay the Lease Payments when due, no assurance 
can be given that the District would be able to increase its user charges to pay shortfalls. 
Increases beyond modest levels would be likely to reduce demand and to deter use of the 
District’s Facilities and services. 

 
Constitutional Limitations. District revenues could be adversely affected by future voter 

initiatives or future judicial interpretation of California constitutional provisions limiting taxes 
and fees. See “—Constitutional and Statutory Limitations on Taxes and Fees” below.  

 
Limited Obligations 
 

The obligation of the District to make the Lease Payments is an irrevocable obligation of 
the District payable solely from Revenues but does not constitute an obligation of the District 
for which the District is obligated to levy or pledge any form of taxation or for which the 
District has levied or pledged any form of taxation. 

 
The obligation of the District to make the Lease Payments under the Lease Agreement 

does not constitute a debt of the District, the Corporation, the State of California or any political 
subdivision thereof in contravention of any constitutional or statutory debt limitation or 
restriction. 

 
Limitations on Remedies Available to Certificate Owners 
 

Any remedies available to the owners of the Certificates upon the occurrence of an event 
of default under the Lease Agreement or the Trust Agreement are in many respects dependent 
upon judicial actions, which are often subject to discretion and delay and could prove both 
expensive and time consuming to obtain. 

 
In addition to the limitations on Certificate holder remedies contained in the Lease 

Agreement and the Trust Agreement, the rights and obligations under the Certificates, the 
Lease Agreement and the Trust Agreement may be subject to the following: the United States 
Bankruptcy Code and applicable bankruptcy, insolvency, reorganization, moratorium, or 
similar laws relating to or affecting the enforcement of creditors’ rights generally, now or 
hereafter in effect; usual equity principles which may limit the specific enforcement under State 
law of certain remedies; the exercise by the United States of America of the powers delegated to 
it by the Federal Constitution; and the reasonable and necessary exercise, in certain exceptional 
situations, of the police power inherent in the sovereignty of the State of California and its 
governmental bodies in the interest of serving a significant and legitimate public purpose. 

 
Bankruptcy proceedings, or the exercise of powers by the federal or state government, if 

initiated, could subject the Owners of the Certificates to judicial discretion and interpretation of 
their rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation 
or modification of their rights. 

 
Seismic Considerations 
 

The District is located in a seismically active area of California. If there were to be an 
occurrence of severe seismic activity in the area of the District, there could be damage to District 
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Facilities that could prevent the District from collecting charges for services, which could result 
in a temporary reduction in the amount of Revenues available to pay Lease Payments when 
due. 

 
Loss of Tax-Exemption 
 

As discussed under the caption “TAX MATTERS,” interest represented by the 
Certificates could become includable in gross income for purposes of federal income taxation 
retroactive to the date the Certificates were issued, as a result of future acts or omissions of the 
Corporation or the District in violation of their respective covenants in the Lease Agreement 
and the Trust Agreement. Should such an event of taxability occur, the Certificates are not 
subject to special redemption and will remain Outstanding until maturity or until redeemed 
under other provisions set forth in the Trust Agreement. 

 
Constitutional and Statutory Limitations on Taxes and Fees 
 

Article XIIIA of the California Constitution. On June 6, 1978, California voters approved 
Proposition 13 (“Proposition 13”), which added Article XIIIA to the State Constitution (“Article 
XIIIA”). Article XIIIA limits the amount of any ad valorem tax on real property to 1% of the full 
cash value thereof, except that additional ad valorem taxes may be levied to pay debt service on 
(i) indebtedness approved by the voters prior to July 1, 1978, (ii) (as a result of an amendment to 
Article XIIIA approved by State voters on June 3, 1986) on bonded indebtedness for the 
acquisition or improvement of real property which has been approved on or after July 1, 1978 
by two-third of the voters on such indebtedness, and (iii) bonded indebtedness incurred by a 
school district or community college district for the construction, reconstruction, rehabilitation 
or replacement of school facilities or the acquisition or lease of real property for school facilities, 
approved by 55% of the voters of the district, but only if certain accountability measures are 
included in the proposition. Article XIIIA defines full cash value to mean “the county assessor’s 
valuation of real property as shown on the 1975-76 tax bill under full cash value, or thereafter, 
the appraised value of real property when purchased, newly constructed, or a change in 
ownership have occurred after the 1975 assessment.” This full cash value may be increased at a 
rate not to exceed 2% per year to account for inflation. 

 
Article XIIIA has subsequently been amended to permit reduction of the “full cash 

value” base in the event of declining property values caused by damage, destruction or other 
factors, to provide that there would be no increase in the “full cash value” base in the event of 
reconstruction of property damaged or destroyed in a disaster and in other minor or technical 
ways. 

 
Voter Initiatives. Under the California Constitution, the power of initiative is reserved to 

the voters for the purpose of enacting statutes and constitutional amendments. Since 1978, the 
voters have exercised this power through the adoption of Proposition 13 and similar measures, 
including Proposition 218 and Proposition 26, which are discussed further below. 

 
Proposition 218. Proposition 218 (Voter Approval for Local Government Taxes—

Limitation on Fees, Assessments, and Charges - Initiative Constitutional Amendment) 
added Articles XIIIC and XIIID to the California Constitution, imposing certain vote 
requirements and other limitations on the imposition of new or increased taxes, 
assessments and property-related fees and charges. 

 
Proposition 26. Proposition 26 was approved by the electorate at the November 

2, 2010 election. This Proposition imposes (among other requirements) a majority voter 
approval requirement on local governments with respect to fees and charges for general 
purposes, and a two-thirds voter approval requirement with respect to fees and charges 
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for special purposes. The initiative was designed to prevent the circumvention of tax 
limitations imposed by the voters pursuant to Proposition 13, approved in 1978, and 
other measures through the use of non-tax fees and charges. 

 
Proposition 26 expressly excludes charges imposed for a specific government 

service or product provided directly to the payor that is not provided to those not 
charged, and which does not exceed the reasonable cost to the local government of 
providing the service or product to the payor. The District believes that the initiative is 
not intended to and would not apply to the fees for services charged by the District. The 
District, however, is unable to predict whether Proposition 26 will be interpreted by the 
courts to apply to the provision of recreation services by local governments such as the 
District. 

 
Effect on District Revenues. The voter approval requirements of Article XIIIC and Article 

XIIID of the State Constitution with respect to taxes, fees and charges could be further 
interpreted by the courts or further modified by the voters, as a result of which, such taxes, fees 
and charges might no longer be permitted to be imposed, or may be reduced or eliminated and 
new taxes, fees and charges may not be approved. If the initiative power was exercised so that 
all local taxes, fees and charges that may be subject to Article XIIIC and Article XIIID of the State 
Constitution were eliminated or substantially reduced, the financial condition of the District, 
including its General Fund, could be materially adversely affected. 

 
Although the District does not currently anticipate that the provisions of Article XIIIC 

and Article XIIID of the State Constitution would adversely affect its ability to pay Lease 
Payments when due, no assurance can be given regarding the ultimate interpretation or effect 
of Article XIIIC and Article XIIID of the State Constitution on the District’s finances. 

 
Secondary Market for Certificates 
 

There can be no guarantee that there will be a secondary market for the Certificates or, if 
a secondary market exists, that any Certificates can be sold for any particular price. Prices of 
bond issues for which a market is being made will depend upon then-prevailing circumstances. 
Such prices could be substantially different from the original purchase price. No assurance can 
be given that the market price for the Certificates will not be affected by the introduction or 
enactment of any future legislation (including without limitation amendments to the Internal 
Revenue Code), or changes in interpretation of the Internal Revenue Code, or any action of the 
Internal Revenue Service, including but not limited to the publication of proposed or final 
regulations, the issuance of rulings, the selection of the Certificates for audit examination, or the 
course or result of any Internal Revenue Service audit or examination of the Certificates or 
obligations that present similar tax issues as the Certificates. 

 
 

THE CORPORATION 
 
The Corporation was organized on April 15, 1991, as a California nonprofit public 

benefit corporation. The Corporation was formed for the specific and primary purposes of 
benefiting California governmental agencies by participating with such governmental agencies 
in projects to maintain, improve and assist the activities of such governmental agencies by 
acquiring, purchasing, selling, leasing or otherwise transferring real and personal property in 
connection with such projects, and assisting the governmental agencies in financing, acquiring 
and constructing of such projects, as well as other purposes as specified in the Corporation’s 
articles of incorporation. The Corporation has no financial liability to the owners of the 
Certificates with respect to the payment of Lease Payments by the District or with respect to the 
performance by the District of the other agreements and covenants it is required to perform. 
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The Corporation functions as an independent entity and its policies are determined by a board 
of directors. Under the bylaws of the Corporation, the board of directors of the Corporation 
consist of at least two but no more than five directors, holding office for terms of six years. The 
Corporation has no employees and the directors of the Corporation receive no compensation for 
work or service performed as Corporation directors. 

 
 

TAX MATTERS 
 
Federal tax law contains a number of requirements and restrictions which apply to the 

Certificates, including investment restrictions, periodic payments of arbitrage profits to the 
United States, requirements regarding the proper use of bond proceeds and the facilities 
financed therewith, and certain other matters. The District has covenanted to comply with all 
requirements that must be satisfied in order for the interest with respect to the Certificates to be 
excludable from gross income for federal income tax purposes. Failure to comply with certain of 
such covenants could cause interest with respect to the Certificates to become includable in 
gross income for federal income tax purposes retroactively to the date of delivery of the 
Certificates. 

 
Subject to the District’s compliance with the above referenced covenants, under present 

law, in the opinion of Quint & Thimmig LLP, Special Counsel, interest with respect to the 
Certificates is excludable from the gross income of the owners thereof for federal income tax 
purposes, and is not included as an item of tax preference in computing the federal alternative 
minimum tax for individuals and corporations, but interest with respect to the Certificates is 
taken into account, however, in computing an adjustment used in determining the federal 
alternative minimum tax for certain corporations. 

 
Subject to the District’s compliance with certain covenants, in the opinion of Special 

Counsel, the Lease Agreement is a “qualified tax exempt obligation” under the small issuer 
exception provided under section 265(b)(3) of the Internal Revenue Code of 1986, as amended 
(the “Code”), which affords banks and certain other financial institutions more favorable 
treatment of their deduction for interest expense than would otherwise be allowed under 
section 265(b)(2) of the Code. 

 
In rendering its opinion, Special Counsel will rely upon certifications of the District with 

respect to certain material facts within its knowledge. Special Counsel’s opinion represents its 
legal judgment based upon its review of the law and the facts that it deems relevant to render 
such opinion and is not a guarantee of a result. 

 
The Internal Revenue Code of 1986, as amended (the “Code”), includes provisions for an 

alternative minimum tax (“AMT”) for corporations in addition to the corporate regular tax in 
certain cases. The AMT for a corporation, if any, depends upon the corporation’s alternative 
minimum taxable income (“AMTI”), which is the corporations’ taxable income with certain 
adjustments. One of the adjustment items used in computing the AMTI of a corporation (with 
certain exceptions) is an amount equal to 75% of the excess of such corporation’s “adjusted 
current earnings” over an amount equal to its AMTI (before such adjustment item and the 
alternative tax net operating loss deduction). “Adjusted current earnings” would generally 
include certain tax-exempt interest, but not interest with respect to the Certificates. 

 
Ownership of the Certificates may result in collateral federal income tax consequences to 

certain taxpayers, including, without limitation, corporations subject to the branch profits tax, 
financial institutions, certain insurance companies, certain S corporations, individual recipients 
of Social Security or Railroad Retirement benefits and taxpayers who may be deemed to have 
incurred (or continued) indebtedness to purchase or carry tax-exempt obligations. Prospective 
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purchasers of the Certificates should consult their tax advisors as to applicability of any such 
collateral consequences. 

 
The issue price (the “Issue Price”) for each maturity of the Certificates is the price at 

which a substantial amount of such maturity of the Certificates is first sold to the public. The 
Issue Price of a maturity of the Certificates may be different from the price set forth, or the price 
corresponding to the yield set forth, on the cover page hereof. 

 
Owners of Certificates who dispose of Certificates prior to the stated maturity (whether 

by sale, redemption or otherwise), purchase Certificates in the initial public offering, but at a 
price different from the Issue Price, or purchase Certificates subsequent to the initial public 
offering, should consult their own tax advisors. 

 
If a Certificate is purchased at any time for a price that is less than the Certificate’s stated 

redemption price at maturity (the “Reduced Issue Price”), the purchaser will be treated as 
having purchased a Certificate with market discount subject to the market discount rules of the 
Code (unless a statutory de minimis rule applies). Accrued market discount is treated as taxable 
ordinary income and is recognized when a Certificate is disposed of (to the extent such accrued 
discount does not exceed gain realized) or, at the purchaser’s election, as it accrues. Such 
treatment would apply to any purchaser who purchases a Certificate for a price that is less than 
its Revised Issue Price. The applicability of the market discount rules may adversely affect the 
liquidity or secondary market price of such Certificate. Purchasers should consult their own tax 
advisors regarding the potential implications of market discount with respect to the Certificates. 

 
An investor may purchase a Certificate at a price in excess of its stated principal amount. 

Such excess is characterized for federal income tax purposes as “bond premium” and must be 
amortized by an investor on a constant yield basis over the remaining term of the Certificate in 
a manner that takes into account potential call dates and call prices. An investor cannot deduct 
amortized bond premium relating to a tax-exempt bond. The amortized bond premium is 
treated as a reduction in the tax-exempt interest received. As bond premium is amortized, it 
reduces the investor’s basis in the Certificate. Investors who purchase a Certificate at a premium 
should consult their own tax advisors regarding the amortization of bond premium and its 
effect on the Certificate’s basis for purposes of computing gain or loss in connection with the 
sale, exchange, redemption or early retirement of the Certificate. 

 
There are or may be pending in the Congress of the United States legislative proposals, 

including some that carry retroactive effective dates, that, if enacted, could alter or amend the 
federal tax matters referred to above or affect the market value of the Certificates. It cannot be 
predicted whether or in what form any such proposal might be enacted or whether, if enacted, 
it would apply to bonds issued prior to enactment. Prospective purchasers of the Certificates 
should consult their own tax advisors regarding any pending or proposed federal tax 
legislation. Special Counsel expresses no opinion regarding any pending or proposed federal 
tax legislation. 

 
The Internal Revenue Service (the “Service”) has an ongoing program of auditing tax 

exempt obligations to determine whether, in the view of the Service, interest on such tax exempt 
obligations is includable in the gross income of the owners thereof for federal income tax 
purposes. It cannot be predicted whether or not the Service will commence an audit of the 
Certificates. If an audit is commenced, under current procedures the Service may treat the 
Issuer as a taxpayer and the Owners may have no right to participate in such procedure. The 
commencement of an audit could adversely affect the market value and liquidity of the 
Certificates until the audit is concluded, regardless of the ultimate outcome. 
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Payments of interest with respect to, and proceeds of the sale, redemption or maturity 
of, tax exempt obligations, including the Certificates, are in certain cases required to be reported 
to the Service. Additionally, backup withholding may apply to any such payments to any 
Certificate owner who fails to provide an accurate Form W-9 Request for Taxpayer 
Identification Number and Certification, or a substantially identical form, or to any Certificate 
owner who is notified by the Service of a failure to report any interest or dividends required to 
be shown on federal income tax returns. The reporting and backup withholding requirements 
do not affect the excludability of such interest from gross income for federal tax purposes. 

 
In the further opinion of Special Counsel, interest with respect to the Certificates is 

exempt from California personal income taxes. 
 
Ownership of the Certificates may result in other state and local tax consequences to 

certain taxpayers. Special Counsel expresses no opinion regarding any such collateral 
consequences arising with respect to the Certificates. Prospective purchasers of the Certificates 
should consult their tax advisors regarding the applicability of any such state and local taxes. 

 
The complete text of the final opinion that Special Counsel expects to deliver upon the 

delivery of the Certificates is set forth in APPENDIX C—FORM OF OPINION OF SPECIAL 
COUNSEL. 

 
 

LEGALITY FOR INVESTMENT IN CALIFORNIA 
 

Under provisions of the California Financial Code, the Certificates are legal investments 
for commercial banks in California to the extent that the Certificates, in the informed opinion of 
the bank, are prudent for the investment of funds of depositors, and under provisions of the 
California Government Code, are eligible for security for deposits of public moneys in 
California.  

 
 

ABSENCE OF MATERIAL LITIGATION 
 

At the time of delivery of and payment for the Certificates, the District will certify that 
there is no action, suit, proceeding, inquiry, or investigation, at law or in equity, before or by 
any court or regulatory agency, public board, or body pending or threatened against the District 
or the Corporation affecting their existence or the titles of their respective officers or seeking to 
restrain or to enjoin the issuance, sale, or delivery of the Certificates, or the application of the 
proceeds thereof in accordance with the Trust Agreement, or in any way contesting or affecting 
the validity or enforceability of the Certificates, any agreement entered into between the District 
and any purchaser of the Certificates, the Lease Agreement, the Trust Agreement, the 
Assignment Agreement, the Site and Facility Lease or any other applicable agreements or any 
action of the District or the Corporation contemplated by any of said documents, or in any way 
contesting the completeness or accuracy of this Private Placement Memorandum or any 
amendment or supplement thereto, or contesting the powers of the District or the Corporation 
or their authority with respect to the Certificates or any action of the District or the Corporation 
contemplated by any of said documents, nor, to the knowledge of the District or the 
Corporation, is there any basis therefor. 

 
 

APPROVAL OF LEGALITY 
 

Legal matters incident to the execution and delivery of the Certificates are subject to the 
approving the opinion of Quint & Thimmig LLP, San Francisco, California, Special Counsel. See 
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APPENDIX C—“FORM OF OPINION OF SPECIAL COUNSEL.” Certain legal matters will be 
passed upon for the District by Quint & Thimmig LLP, San Francisco, California, as Disclosure 
Counsel. The compensation of Special Counsel and Disclosure Counsel is contingent upon the 
sale and delivery of the Certificates. 

 
 

RATINGS 
 
S&P is expected to assign the rating of “AA-” to the Certificates based on the issuance of 

the Municipal Bond Insurance Policy by AGM at the time of delivery of the Certificates. See 
“MUNICIPAL BOND INSURANCE.” In addition, S&P has assigned the underlying rating of 
“BBB+” to the Certificates without regard to the issuance of the Municipal Bond Insurance 
Policy. These ratings reflect only the views of S&P and an explanation of the significance of such 
rating may be obtained from S&P. There is no assurance that such ratings will continue for any 
given period of time or that such ratings will not be revised downward or withdrawn entirely 
by S&P, if in the judgment of the S&P, circumstances so warrant. Any such downward revision 
or withdrawal of such rating may have an adverse effect on the market price of the Certificates. 

 
 

PURCHASE 
 
The Certificates are being purchased by Capital One Public Funding, LLC (the 

“Purchaser”). The Purchaser will agree to purchase the Certificates at a price of $2,366,000 
(representing an aggregate principal amount of the Certificates). The Purchase Agreement 
relating to the Certificates provides that the Purchaser will purchase all of the Certificates if any 
are purchased, the obligation to make such purchase being subject to certain terms and 
conditions set forth in said Purchase Agreement, approval of certain legal matters by counsel 
and certain other conditions. 

 
 

VERIFICATION OF MATHEMATICAL COMPUTATIONS 
 
The Verification Agent will verify, from the information provided to it, the mathematical 

accuracy as of the date of delivery of the Certificates of computations relating to the adequacy 
of the amounts deposited in the 1997 Escrow Fund for the defeasance of the 1997 Certificates 
and in the 1999 Escrow Fund for the defeasance of the 1999 Certificates. The Verification Agent 
will restrict its procedures to examining the arithmetical accuracy of certain computations and 
will not make a study or evaluation of the information and assumptions on which such 
computations are based and, accordingly, will not express an opinion on the data used, the 
reasonableness of the assumptions or the achievability of the forecasted outcome. 

 
 

ADDITIONAL INFORMATION 
 
All of the preceding summaries of the Certificates, the Trust Agreement, the Lease 

Agreement, the Assignment Agreement, the Site and Facility Lease, and other documents are 
made subject to the provisions of such documents respectively and do not purport to be 
complete statements of any or all of such provisions. Reference is hereby made to such 
documents on file with the District for further information in connection therewith. 

 
This Private Placement Memorandum does not constitute a contract with the purchasers 

of the Certificates. 
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Any statements made in this Private Placement Memorandum involving matters of 
opinion or estimates, whether or not so expressly stated, are set forth as such and not as 
representations of fact, and no representation is made that any of the estimates will be realized. 

 
References are made herein to certain documents and reports which are brief summaries 

thereof which do not purport to be complete or definitive and reference is made to such 
documents and reports for full and complete statements of the contents thereof. 

 
The District will furnish a certificate dated the date of delivery of the Certificates, from 

an appropriate officer of the District, to the effect that to the best of such officer’s knowledge 
and belief, and after reasonable investigation, (i) neither the Private Placement Memorandum or 
any amendment or supplement thereto contains any untrue statement of a material fact or omits 
to state any material fact necessary to make the statements therein, in light of the circumstances 
in which they were made, not misleading; (ii) since the date of the Private Placement 
Memorandum, no event has occurred which should have been set forth in an amendment or 
supplement to the Private Placement Memorandum which has not been set forth in such an 
amendment or supplement, and the Certificates, the Trust Agreement, the Lease Agreement, the 
Assignment Agreement, the Site and Facility Lease, and other applicable agreements conform 
as to form and tenor to the descriptions thereof contained in the Private Placement 
Memorandum; and (iii) the District has complied with all the agreements and has satisfied all 
the conditions on its part to be performed or satisfied under the Trust Agreement at and prior to 
the date of the issuance of the Certificates. 

 
The execution and delivery of the Private Placement Memorandum by the District have 

been duly authorized by the Board on behalf of the District. 
 

PLEASANT HILL RECREATION AND 
PARK DISTRICT 
 
 
 
By  /s/ Robert B. Berggren   

General Manager 
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APPENDIX A 
 

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS 
 
 

The following is a brief summary of certain provisions of the Site and Facility Lease, the Lease Agreement, 
the Assignment Agreement and the Trust Agreement prepared for Certificates. The following also includes 
definitions of certain terms used therein and in this Official Statement. Such summary is not intended to be 
definitive. Reference is directed to said documents for the complete text thereof. Except as otherwise defined in this 
summary, the terms previously defined in this Official Statement have the respective meanings previously given. 
Copies of said documents are available from the District and from the Trustee. 

 
DEFINITIONS 

 
“Additional Payments” means the payments so designated and required to be paid by the District 

pursuant to the Lease Agreement. 
 
“AGM” means Assured Guaranty Municipal Corp., a New York stock insurance company, or any 

successor thereto or assigns thereof. 
 
“Assignment Agreement” means the Assignment Agreement, dated as of August 1, 2013, by and 

between the Corporation and the Trustee, together with any duly authorized and executed amendments 
thereto. 

 
“Board” means the Board of Directors of the District. 
 
“Bond Counsel” means (a) Quint & Thimmig LLP, or (b) any other attorney or firm of attorneys 

appointed by or acceptable to the District 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 Code. 

 
“Business Day” means a day which is not a Saturday, Sunday or legal holiday on which banking 

institutions in the state in which the Principal Corporate Trust Office is located or in the State are closed 
or are required to close or a day on which the New York Stock Exchange is closed. 

 
“Certificates” means the certificates of participation to be executed and delivered pursuant to the 

Trust Agreement which evidence direct, undivided fractional Interests of the Owners thereof in Lease 
Payments. 

 
“Closing Date” means the date upon which there is a physical delivery of the Certificates in 

exchange for the amount representing the purchase price of the Certificates by the Original Purchaser. 
 
“Code” means the Internal Revenue Code of 1986 as in effect on the Closing Date or (except as 

otherwise referenced in the Lease Agreement or the Trust Agreement) as it may be amended to apply to 
obligations issued on the Closing Date, together with applicable temporary and final regulations 
promulgated under the Code. 

 
“Corporation” means the Public Property Financing Corporation of California, a nonprofit, public 

benefit corporation organized and existing under and by virtue of the laws of the State. 
 
“Corporation Representative” means the Chairman or the Secretary/Treasurer, or the designee of 

either such official, or any other person authorized by resolution of the Corporation delivered to the 
Trustee to act on behalf of the Corporation under or with respect to the Site and Facility Lease, the Lease 
Agreement, the Assignment Agreement and the Trust Agreement. 

 
“Defeasance Obligations” means (a) cash, (b) non callable direct obligations of the United States of 

America (“Treasuries”), (c) evidences of ownership of proportionate interests in future interest and 
principal payments on Treasuries 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 
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against the obligor and the underlying Treasuries are not available to any person claiming through the 
custodian or to whom the custodian may be obligated, (d) subject to the prior written consent of the 
Insurer, pre refunded municipal obligations rated “AAA” and “Aaa” by S&P and Moody’s, respectively, 
or (e) subject to the prior written consent of AGM, securities eligible for “AAA” defeasance under then 
existing criteria of S&P AGM otherwise approves. 

 
“Delivery Costs Fund” means the fund by that name established and held by the Trustee pursuant 

to the Trust Agreement. 
 
“Delivery Costs” means all items of expense directly or indirectly payable by or reimbursable to 

the District or the Corporation relating to the execution and delivery of the Site and Facility Lease, the 
Lease Agreement, the Trust Agreement and the Assignment Agreement or the execution, sale and 
delivery of the Certificates, including but not limited to filing and recording costs, settlement costs, 
printing costs, reproduction and binding costs, costs for statistical data, initial fees and charges of the 
Trustee (including the fees and expenses of its counsel), financing discounts, legal fees and charges, 
insurance fees and charges, financial and other professional consultant fees, costs of rating agencies for 
credit ratings, fees for execution, transportation and safekeeping of the Certificates, the premium for the 
Municipal Bond Insurance Policy and charges and fees in connection with the foregoing. 

 
“District” means Pleasant Hill Recreation and Park District, a recreation and park district, duly 

organized and existing under and by virtue of the laws of the State. 
 
“District Representative” means the Chair, the Vice Chair or the General Manager, or the designee 

of any such official, or any other person authorized by resolution to act on behalf of the District under or 
with respect to the Trust Agreement and/or the Lease Agreement and/or the Site and Facility Lease and 
identified as such to the Trustee in writing. 

 
“Escrow Bank” means The Bank of New York Mellon Trust Company, N.A., as escrow bank under 

the 1997 Escrow Agreement and the 1999 Escrow Agreement, or any successor thereto appointed as 
escrow bank thereunder in accordance with the provisions thereof. 

 
 “Event of Default” means an event of default under the Lease Agreement. 
 
“Facility” means those certain existing facilities more particularly described in the Site and 

Facility Lease and in the Lease Agreement. 
 
“Federal Securities” means (a) direct obligations (other than an obligation subject to variation in 

principal repayment) of the United States of America (“U.S. Treasury Obligations”), (b) obligations fully 
and unconditionally guaranteed as to timely payment of principal and interest by the United States of 
America, (c) obligations fully and unconditionally guaranteed as to timely payment of principal and 
interest by any agency or instrumentality of the United Sates of America when such obligations are 
backed by the full faith and credit of the United States of America, or (d) evidence of ownership of 
proportionate interests in future interest and principal payments on obligations described above held by 
a bank or trust company as custodian, under which the owner of the investment is the real party in 
interest and has the right to proceed directly and individually against the obligator and the underlying 
government obligations are not available to any person claiming through the custodian or to whom the 
custodian may be obligated. 

 
“Fiscal Year” means the twelve-month period beginning on July 1 of any year and ending on June 

30 of the next succeeding year, or any other twelve-month period selected by the District as its fiscal year. 
 
“Independent Counsel” means an attorney duly admitted to the practice of law before the highest 

court of the state in which such attorney maintains an office and who is not an employee of the 
Corporation, the District or the Trustee. 

 
“Information Services” means the Electronic Municipal Market Access System (referred to as 

“EMMA”), a facility of the Municipal Securities Rulemaking Board (at http://emma.msrb.org) or, in 
accordance with then current guidelines of the Securities and Exchange Commission, such other 
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addresses and/or such other national information services providing information or disseminating 
notices of redemption of obligations similar to the Certificates.  

 
“Insurance and Condemnation Fund” means the fund by that name established and held by the 

Trustee pursuant to the Trust Agreement. 
 
“Interest Payment Date” means the first (1st) day of February and August in each year, 

commencing February 1, 2014, so long as any Certificates are Outstanding. 
 
“Lease Agreement” means that certain agreement for the lease of the Property by the Corporation 

to the District, dated as of August 1, 2013, together with any duly authorized and executed amendments 
thereto. 

 
“Lease Payment Date” means the fifteenth (15th) day of January and July in each year during the 

Term of the Lease Agreement, commencing January 15, 2014. 
 
“Lease Payment Fund” means the fund by that name established and held by the Trustee pursuant 

to the Trust Agreement. 
 
“Lease Payments” means the total payments required to be paid by the District pursuant to the 

Lease Agreement, including any prepayment thereof pursuant to the Lease Agreement, which payments 
consist of an interest component and a principal component, as set forth in the Lease Agreement. 

 
“Moody’s” means Moody’s Investors Service, New York, New York, or its successors. 
 
“Municipal Bond Insurance Policy” means the municipal bond insurance policy issued by AGM 

guaranteeing the payment, when due, of the principal and interest with respect to the Certificates. 
 
“Net Proceeds,” when used with respect to insurance or condemnation proceeds, means any 

insurance proceeds or condemnation award paid with respect to the Property, to the extent remaining 
after payment therefrom of all expenses incurred in the collection thereof. 

 
“1997 Certificates” means the $1,895,000 California Special Districts Association Finance 

Corporation Certificates of Participation (California Special Districts Finance Program), 1997 Series DD 
(the “1997 Certificates”), evidencing proportional interests of the owners thereof in lease payments to be 
made by the District as the rental for certain property pursuant to a lease agreement with the California 
Special Districts Association Finance Corporation to finance the acquisition of land. 

 
“1997 Escrow Agreement” means that certain Escrow Deposit and Trust Agreement, dated the 

Closing Date, by and between the District and the Escrow Bank, as originally entered into or as it may be 
amended or supplemented pursuant to the provisions thereof, created to provide for the refunding of the 
1997 Certificates. 

 
“1997 Escrow Fund” means the fund by that name created and maintained by the Escrow Bank 

pursuant to the 1997 Escrow Agreement. 
 
“1999 Certificates” means the $1,285,000 California Special Districts Association Finance 

Corporation Certificates of Participation (California Special Districts Finance Program), 1999 Series KK 
(the “1999 Certificates”), evidencing proportional interests of the owners thereof in lease payments to be 
made by the District as the rental for certain property pursuant to a lease agreement with the California 
Special Districts Association Finance Corporation to finance the acquisition of land, construction of and 
improvements to District facilities and the purchase of capital equipment. 

 
“1999 Escrow Agreement” means that certain Escrow Deposit and Trust Agreement, dated the 

Closing Date, by and between the District and the Escrow Bank, as originally entered into or as it may be 
amended or supplemented pursuant to the provisions thereof, created to provide for the refunding of the 
1999 Certificates. 
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“1999 Escrow Fund” means the fund by that name created and maintained by the Escrow Bank 
pursuant to the 1999 Escrow Agreement. 

 
“Original Purchaser” means the first purchaser of the Certificates upon their delivery by the 

Trustee on the Closing Date. 
 
“Outstanding,” when used as of any particular time with respect to Certificates, means (subject to 

the provisions of the Trust Agreement) all Certificates theretofore executed and delivered by the Trustee 
under the Trust Agreement except: 

 
(a) Certificates theretofore canceled by the Trustee or surrendered to the Trustee for cancellation; 
 
(b) Certificates for the payment or redemption of which funds or Defeasance Obligations in the 

necessary amount shall have theretofore been deposited with the Trustee or an escrow holder (whether 
upon or prior to the maturity or redemption date of such Certificates), provided that, if such Certificates 
are to be redeemed prior to maturity, notice of such redemption shall have been given as provided in the 
Trust Agreement or provision satisfactory to the Trustee shall have been made for the giving of such 
notice; and 

 
(c) Certificates in lieu of or in exchange for which other Certificates shall have been executed and 

delivered by the Trustee pursuant to the Trust Agreement. 
 
“Owner” or “Certificate Owner” or “Owner of a Certificate,” or any similar term, when used with 

respect to a Certificate means the person in whose name such Certificate shall be registered on the 
Registration Books. 

 
“Permitted Encumbrances” means, as of any particular time: (a) liens for general ad valorem taxes 

and assessments, if any, not then delinquent, or which the District may, pursuant to provisions of the 
Lease Agreement, permit to remain unpaid; (b) the Site and Facility Lease; (c) the Lease Agreement; (d) 
the Assignment Agreement; (e) any right or claim of any mechanic, laborer, materialman, supplier or 
vendor not filed or perfected in the manner prescribed by law; (f) easements, rights-of-way, mineral 
rights, drilling rights and other rights, reservations, covenants, conditions or restrictions which exist of 
record as of the Closing Date and which the District certifies in writing will not materially impair the use 
of the Property; and (g) easements, rights of way, mineral rights, drilling rights and other rights, 
reservations, covenants, conditions or restrictions established following the date of recordation of the 
Lease Agreement and to which the Corporation and the District agree in writing do not reduce the value 
of the Property. 

 
“Permitted Investments” means any of the following: 
 
(a) United States Treasury Obligations; 
 
(b) Federal Housing Administration debentures; 
 
(c) The following listed obligations government-sponsored agencies which are not backed by the 

full faith and credit of the United States of America: 
 

(i) Federal Home Loan Mortgage Corporation (FHLMC) senior debt obligations and 
participation certificates (excluded are stripped mortgage securities which are purchased at 
prices exceeding their principal amounts), 

 
(ii) Farm Credit System (formerly Federal Land Banks, Federal Intermediate Credit Banks 

and Banks for Cooperatives) consolidated system-wide bonds and notes, 
 
(iii) Federal Home Loan Banks (FHL Banks) consolidated debt obligations, 
 
(iv) Federal National Mortgage Association (FNMA) senior debt obligations and 

mortgage-backed securities (excluded are stripped mortgage securities which are purchased at 
prices exceeding their principal amounts), 
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(v) Financing Corporation (FICO) debt obligations, and 
 
(vi) Resolution Funding Corporation (REFCORP) debt obligations; 
 

(d) Unsecured certificates of deposit, time deposits, and bankers” acceptances (having maturities 
of not more than 30 days) of any bank the short-term obligations of which are rated “A-1” or better by 
S&P; 

 
(e) Deposits the aggregate amount of which are fully insured by the Federal Deposit Insurance 

Corporation (FDIC), in banks which have capital and surplus of at least $5 million; 
 
(f) Commercial paper (having original maturities of not more than 30 days) rated “A-1+” by S&P 

and “Prime-1” by Moody’s; 
 
(g) Money market funds rated in the highest rating category by S&P and Moody’s including such 

funds for which the Trustee or an affiliate provides investment advice or other services; 
 
(h) “State Obligations,” which means: 
 

(i) Direct general obligations of any state of the United States of America or any 
subdivision of agency thereof to which is pledged the full faith and credit of a state the unsecured 
general obligation debt of which is rated “A3” by Moody’s and “A” by S&P, or better, or any 
obligation fully and unconditionally guaranteed by any state, subdivision or agency whose 
unsecured general obligation debt is so rated, 

 
(ii) Direct general short-term obligations of any state agency or subdivision or agency 

thereof described in (i) above and rated “A-1+” by S&P and “MIG-1” by Moody’s, and 
 
(iii) Special Revenue Bonds (as defined in the United States Bankruptcy Code) of any 

state or state agency described in (i) above and rated “AA” or better by S&P and “Aa” or better 
by Moody’s; 

 
(i) Pre-refunded municipal obligations rated “AAA” by S&P and “Aaa” by Moody’s meeting the 

following requirements: 
 

(i) the municipal obligations are (A) not subject to redemption prior to maturity or (B) the 
trustee for the municipal obligations has been given irrevocable instructions concerning their call 
and redemption and the issuer of the municipal obligations has covenanted not to redeem such 
municipal obligations other than as set forth in such instructions, 

 
(ii) the municipal obligations are secured by cash or U.S. Treasury Obligations which 

may be applied only to payment of the principal of, interest and premium on such municipal 
obligations, 

 
(iii) the principal of and interest on the U.S. Treasury Obligations (plus any cash in the 

escrow) has been verified by the report of independent certified public accountants to be 
sufficient to pay in full all principal of, interest, and premium, if any, due and to become due on 
the municipal obligations (“Verification”), 

 
(iv) the cash or U.S. Treasury Obligations serving as security for the municipal 

obligations are held by an escrow agent or trustee in trust for owners of the municipal obligations 
 
(v) no substitution of a U.S. Treasury Obligation shall be permitted except with another 

U.S. Treasury Obligation and upon delivery of a new Verification, and 
 
(vi) the cash or U.S. Treasury Obligations are not available to satisfy any other claims, 

including those by or against the trustee or escrow agent; 
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(j) Repurchase agreements with 
 

(i) any domestic bank, or domestic branch of a foreign bank, the long term debt of which 
is rated at least “AA” by S&P and Moody’s, or 

 
(ii) any broker-dealer with “retail customers” or a related affiliate thereof which broker-

dealer has, or the parent company (which guarantees the provider) of which has, long-term debt 
rated at least “AA” by S&P and Moody’s, which broker-dealer falls under the jurisdiction of the 
Securities Investors Protection Corporation, or 

 
(iii) any other entity rated “AA” or better by S&P and Moody’s and acceptable to AGM, 

provided that: 
 

(A) The market value of the collateral is maintained at levels and upon such 
conditions as would be acceptable to S & P and Moody’s to maintain an “A” rating in an 
“A” rated structured financing (with a market value approach), 

 
(B) The Trustee or a third party acting solely as agent therefor or for the District 

(the “Holder of the Collateral”) has possession of the collateral or the collateral has been 
transferred to the Holder of the Collateral in accordance with applicable state and federal 
laws (other than by means of entries on the transferor’s books), 

 
(C) The repurchase agreement shall state and an opinion of counsel shall be 

rendered at the time such collateral is delivered that the Holder of the Collateral has a 
perfected first priority security interest in the collateral, any substituted collateral and all 
proceeds thereof (in the case of bearer securities, this means the Holder of the Collateral 
is in possession), 

 
(D) All other requirements of S&P in respect of repurchase agreements shall be 

met, and 
 
(E) The repurchase agreement shall provide that if during its term the provider’s 

rating by either Moody’s or S&P is withdrawn or suspended or falls below “A-” by S&P 
or “A3” by Moody’s, as appropriate, the provider must, at the direction of the District or 
the Trustee (who shall give such direction if so directed by AGM), within 10 days of 
receipt of such direction, repurchase all collateral and terminate the agreement, with no 
penalty or premium to the District or Trustee. 

 
Notwithstanding the above, if a repurchase agreement has a term of 270 days or less (with no 

evergreen provision), collateral levels need not be as specified in (A) above, so long as such collateral 
levels are 103% or better and the provider is rated at least “A” by S&P and Moody’s, respectively. 

 
(k) Investment agreements with a domestic or foreign bank or corporation (other than a life or 

property casualty insurance company) the long-term debt of which, or, in the case of a guaranteed 
corporation the long-term debt is rated at least “AA” (stable) by S&P and “Aa” (stable) by Moody’s, or, in 
the case of a monoline municipal bond insurance company, claims paying ability of the guarantor is rated 
at least “AAA” (stable) by S&P and “Aaa” (stable) by Moody’s; provided that, by the terms of the 
investment agreement: 

 
(i) interest payments are to be made to the Trustee at times and in amounts as necessary 

to pay debt service (or, if the investment agreement is for the construction fund, construction 
draws) with respect to the Certificates; 

 
(ii) the invested funds are available for withdrawal without penalty or premium, at any 

time upon not more than seven days’ prior notice; the District and the Trustee agree to give or 
cause to be given notice in accordance with the terms of the investment agreement so as to 
receive funds thereunder with no penalty or premium paid; 
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(iii) the investment agreement shall state that is the unconditional and general obligation 
of, and is not subordinated to any other obligation of, the provider thereof or, if the provider is a 
bank, the agreement or the opinion of counsel shall state that the obligation of the provider to 
make payments thereunder ranks pari passu with the obligations of the provider to its other 
depositors and its other unsecured and unsubordinated creditors; 

 
(iv) the District or the Trustee receives the opinion of domestic counsel (which opinion 

shall be addressed to the District and AGM) that such investment agreement is legal, valid, 
binding and enforceable upon the provider in accordance with its terms and of foreign counsel (if 
applicable) in form and substance acceptable, and addressed to, AGM;  

 
(v) the investment agreement shall provide that if during its term: 
 

(A) the provider’s rating by either S&P or Moody’s falls below “AA-” or “Aa3”, 
respectively, the provider shall, at its option, within 10 days of receipt of publication of 
such downgrade, either (i) collateralize the investment agreement by delivering or 
transferring in accordance with applicable state and federal laws (other than by means of 
entries on the provider’s books) to the District, the Trustee or a third party acting solely 
as agent therefor (the “Holder of the Collateral”) collateral free and clear of any third-
party liens or claims the market value of which collateral is maintained at levels and 
upon such conditions as would be acceptable to S & P and Moody’s to maintain an “A” 
rating in an “A” rated structured financing (with a market value approach); or (ii) repay 
the principal of and accrued but unpaid interest on the investment, and 

 
(B) the provider’s rating by either S&P or Moody’s is withdrawn or suspended or 

falls below “A-” or “A3”, respectively, the provider must, at the direction of the District 
or the Trustee (who shall give such direction if so directed by AGM), within 10 days of 
receipt of such direction, repay the principal of and accrued but unpaid interest on the 
investment, in either case with no penalty or premium to the District or Trustee, and 

 
(vi) the investment agreement shall state and an opinion of counsel shall be rendered, in 

the event collateral is required to be pledged by the provider under the terms of the investment 
agreement, at the time such collateral is delivered, that the Holder of the Collateral has a 
perfected first priority security interest in the collateral, any substituted collateral and all 
proceeds thereof (in the case of bearer securities, this means the Holder of the Collateral is in 
possession); and 

 
(vii) the investment agreement must provide that if during its term: 
 

(A) the provider shall default in its payment obligations, the provider’s 
obligations under the investment agreement shall, at the direction of the District or the 
Trustee (who shall give such direction if so directed by AGM), be accelerated and 
amounts invested and accrued but unpaid interest thereon shall be repaid to the District 
or Trustee, as appropriate, and 

 
(B) the provider shall become insolvent, not pay its debts as they become due, be 

declared or petition to be declared bankrupt, etc. (“event of insolvency”), the provider’s 
obligations shall automatically be accelerated and amounts invested and accrued but 
unpaid interest thereon shall be repaid to the District or Trustee, as appropriate. 

 
(l) The Local Agency Investment Fund of the State, created pursuant to section 16429.1 of the 

California Government Code, to the extent the Trustee is authorized to register such investment in its 
name. 

 
(m) other forms of investments (including repurchase agreements) approved in writing by AGM. 
 
“Principal Corporate Trust Office” means the corporate trust office of the Trustee located at One 

California Street, Suite 1000, San Francisco, CA 94111, Attention: Global Corporate Trust Services, or, 
solely for the purposes of the presentation of Certificates for payment, transfer or exchange, the 



Appendix A 
Page 8 

designated corporate trust operations office of the Trustee or such other office designated by the Trustee 
from time to time. 

 
“Proceeds,” when used with reference to the Certificates, means the face amount of the 

Certificates, less original issue discount. 
 
“Property” means, collectively, the Site and the Facility. 
 
“Rating Category” means, with respect to any Permitted Investment, one of the generic categories 

of rating by Moody’s or S&P applicable to such Permitted Investment, without regard to any refinement 
or graduation of such rating category by a plus or minus sign or a numeral. 

 
“Registration Books” means the records maintained by the Trustee pursuant to the Trust 

Agreement for registration of the ownership and transfer of ownership of the Certificates. 
 
“Regular Record Date” means the close of business on the fifteenth (15th) day of the month 

preceding each Interest Payment Date, whether or not such fifteenth (15th) day is a Business Day. 
 
“Rental Period” means each twelve-month period during the Term of the Lease Agreement 

commencing on February 2 in any year and ending on February 1 in the next succeeding year; provided, 
however, that the first Rental Period shall commence on the Closing Date and shall end on February 1, 
2014. 

 
“Reserve Fund” means the fund by that name established and held by the Trustee pursuant to the 

Trust Agreement. 
 
“Reserve Requirement” means an amount equal to the least of maximum annual Lease Payments, 

125% of average annual Lease Payments, and 10% of the principal amount of the Certificates, which 
amount shall be $210,000.50 on the Closing Date. The amount of the Reserve Requirement shall not be 
reduced unless the Certificates are partially refunded, in which such amount shall be reduced to an 
amount equal to the maximum annual Lease Payments relating to the Certificates not so refunded, as 
specified in a certificate of a District Representative delivered to the Trustee. 

 
“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, 

Inc., New York, New York, or its successors. 
 
“Securities Depositories” means The Depository Trust Company, 55 Water Street, 50th Floor, New 

York, NY 10041 Attention: Call Notification Department; or to such other addresses and/or such other 
registered securities depositories holding substantial amounts of obligations of types similar to the 
Certificates. 

 
“Site” means that certain real property more particularly described in the Site and Facility Lease 

and in the Lease Agreement. 
 
“Site and Facility Lease” means the Site and Facility Lease, dated as of August 1, 2013, by and 

between the District, as lessor, and the Corporation, as lessee, together with any duly authorized and 
executed amendments thereto. 

 
“State” means the State of California. 
 
“Term of the Lease Agreement” means the time during which the Lease Agreement is in effect, as 

provided in the Lease Agreement. 
 
“Trust Agreement” means the Trust Agreement, dated as of August 1, 2013, by and among the 

District, the Corporation and the Trustee, together with any duly authorized amendments thereto. 
 
“Trustee” means U.S. Bank National Association, or any successor thereto, acting as Trustee 

pursuant to the Trust Agreement. 
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SITE AND FACILITY LEASE 

 
The Site and Facility Lease is entered into between the District and the Corporation. The District 

agrees to lease the Site and the Facility to the Corporation for a term continuous with the term of the 
Lease Agreement. The District and the Corporation agree that the lease to the Corporation of the District’s 
right, title and interest in the Site and the Facility pursuant to the Site and Facility Lease serves the public 
purposes of the District by enabling the Corporation to lease the Site and Facility back to the District. 
 
 

LEASE AGREEMENT 
 

Deposit of Money 
 

On the Closing Date, the Corporation shall cause to be deposited with the Trustee the net 
proceeds of sale of the Certificates, net of amounts paid by the Original Purchaser to AGM as an 
accommodation to the District for the premium relating to the Municipal Bond Insurance Policy . 
Amounts estimated to be required to pay Delivery Costs shall be deposited in the Delivery Costs Fund, 
the amounts required for the refunding of the 1997 Certificates shall be transferred to the Escrow Bank for 
deposit in the 1997 Escrow Fund and the amounts required for the refunding of the 1999 Certificates shall 
be transferred to the Escrow Bank for deposit in the 1999 Escrow Fund. 

 
Payment of Delivery Costs 
 

Payment of Delivery Costs shall be made from the moneys deposited in the Delivery Costs Fund, 
which moneys shall be disbursed for such purpose in accordance and upon compliance with the Trust 
Agreement. 

 
Lease 
 

The Corporation leases the Property to the District, and the District leases the Property from the 
Corporation, upon the terms and conditions set forth in the Lease Agreement. The leasing of the Property 
by the District to the Corporation pursuant to the Site and Facility Lease shall not affect or result in a 
merger of the District’s leasehold estate pursuant to the Lease Agreement and its fee estate as lessor 
under the Site and Facility Lease. 

 
Term of Agreement; Possession 
 

The Term of the Lease Agreement shall commence on the Closing Date, and shall end on 
February 1, 2030. If, prior to February 1, 2030, the Trust Agreement shall be discharged by its terms, the 
Term of the Lease Agreement shall thereupon end. The Trustee shall notify the Corporation of the 
termination of the Lease Agreement pursuant to the Trust Agreement. 

 
Notwithstanding the foregoing, the Term of the Lease Agreement shall not end so long as any 

amounts are owed to AGM with respect to the Municipal Bond Insurance Policy. 
 
The District agrees to accept and take possession of the Property on or prior to the date of 

recordation of the Lease Agreement. The first Lease Payment shall be due on January 15, 2014. 
 

Lease Payments 
 

Obligation to Pay. The District agrees to pay to the Corporation, its successors and assigns, as 
rental for the use and occupancy of the Property during each Rental Period, the Lease Payments 
(denominated into components of principal and interest) in the respective amounts specified in the Lease 
Agreement, to be due and payable on the respective Lease Payment Dates specified in the Lease 
Agreement. Any amount held in the Lease Payment Fund on any Lease Payment Date (other than 
amounts resulting from the prepayment of the Lease Payments in part but not in whole and other than 
amounts required for payment of Certificates not yet surrendered) shall be credited towards the Lease 
Payment then due and payable; and no Lease Payment need be made on any Lease Payment Date if the 
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amounts then held in the Lease Payment Fund are at least equal to the Lease Payment then required to be 
paid. The Lease Payments for the Property payable in any Rental Period shall be for the use of the 
Property for such Rental Period. 

 
Effect of Prepayment. In the event that the District prepays all remaining Lease Payments and all 

additional payments due under the Lease Agreement in full, the District’s obligations under the Lease 
Agreement shall thereupon cease and terminate including, but not limited to, the District’s obligation to 
pay Lease Payments under the Lease Agreement; subject however, to the provisions of the Lease 
Agreement in the case of prepayment by application of a security deposit. In the event that the District 
optionally prepays the Lease Payments in part but not in whole, such prepayment shall be credited 
entirely towards the prepayment of the Lease Payments as follows: (i) the principal components of each 
remaining such Lease Payments shall be reduced in such order as shall be selected by the District in 
integral multiples of $5,000; and (ii) the interest component of each remaining Lease Payment shall be 
reduced by the aggregate corresponding amount of interest which would otherwise be payable with 
respect to the Certificates redeemed pursuant to the Trust Agreement.  

 
Rate on Overdue Payments. In the event the District should fail to make any of the payments 

required in the Lease Agreement, the payment in default shall continue as an obligation of the District 
until the amount in default shall have been fully paid and the District agrees to pay the same with interest 
thereon, to the extent permitted by law, from the date of default to the date of payment at the rate per 
annum payable with respect to the Certificates. Such interest, if received, shall be deposited in the Lease 
Payment Fund. 

 
Fair Rental Value. The Lease Payments for each Rental Period shall constitute the total rental for 

the Property for each such Rental Period and shall be paid by the District in each Rental Period for and in 
consideration of the right of the use and occupancy and the continued quiet use and enjoyment of the 
Property during each Rental Period. The parties to the Lease Agreement have agreed and determined 
that the total Lease Payments represent the fair rental value of the Property. In making such 
determination, consideration has been given to the obligations of the parties under the Lease Agreement, 
the uses and purposes which may be served by the Property and the benefits therefrom which will accrue 
to the District and the general public. 

 
Source of Payments; Budget and Appropriation. Lease Payments shall be payable from any source of 

available funds of the District. 
 
The District covenants to take such action as may be necessary to include all Lease Payments due 

under the Lease Agreement in each of its budgets during the Term of the Lease Agreement and to make 
the necessary annual appropriations for all such Lease Payments and for Additional Payments due under 
the Lease Agreement. To that end, the Board of Directors shall direct budgetary staff to include in each 
annual budget proposal to the Board of Directors an appropriation sufficient to pay Lease Payments and 
Additional Payments. The District expresses its present intent to appropriate Lease Payments and 
Additional Payments due under the Lease Agreement during the Term of the Lease Agreement. The 
covenants on the part of the District contained in the Lease Agreement shall be deemed to be and shall be 
construed to be duties imposed by law and it shall be the duty of each and every public official of the 
District to take such action and do such things as are required by law in the performance of the official 
duty of such officials to enable the District to carry out and perform the covenants and agreements in the 
Lease Agreement agreed to be carried out and performed by the District. 

 
Assignment. The District understands and agrees that all Lease Payments have been assigned by 

the Corporation to the Trustee in trust, pursuant to the Assignment Agreement, for the benefit of the 
Owners of the Certificates, and the District assents to such assignment. The Corporation directs the 
District, and the District agrees to pay to the Trustee at the Principal Corporate Trust Office, all payments 
payable by the District. 

 
No Abatement. As the District is not a debt limit entity under the State Constitution, its obligations 

to make Lease Payments under the Lease Agreement are not subject to abatement. 
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Title 
 

During the Term of the Lease Agreement, the Corporation shall hold leasehold title to the 
Property and any and all additions which comprise fixtures, repairs, replacements or modifications to the 
Property, except for those fixtures, repairs, replacements or modifications which are added to the 
Property by the District at its own expense and which may be removed without damaging the Property 
and except for any items added to the Property by the District pursuant to the Lease Agreement. 

 
If the District prepays the Lease Payments in full pursuant to the Lease Agreement or makes the 

security deposit permitted by the Lease Agreement, or pays all Lease Payments during the Term of the 
Lease Agreement as the same become due and payable, all right, title and interest of the Corporation in 
and to the Property shall be terminated. The Corporation agrees to take any and all steps and execute and 
record any and all documents reasonably required by the District to consummate any such transfer of 
title. 

 
Additional Payments 
 

In addition to the Lease Payments, the District shall pay when due the following additional 
payments: 

 
(a) Any fees and expenses incurred by the District in connection with or by reason of its leasehold 

estate in the Property as and when the same become due and payable; 
 
(b) Any amounts due to the Trustee pursuant to the Trust Agreement for all services rendered 

under the Trust Agreement and for all reasonable expenses, charges, costs, liabilities, legal fees and other 
disbursements incurred in and about the performance of its powers and duties under the Trust 
Agreement; 

 
(c) Any reasonable fees and expenses of such accountants, consultants, attorneys and other 

experts as may be engaged by the District, the Corporation or the Trustee to prepare audits, financial 
statements, reports, opinions or provide such other services required under the Lease Agreement or the 
Trust Agreement;  

 
(d) Any reasonable out-of-pocket expenses of the District in connection with the execution and 

delivery of the Lease Agreement or the Trust Agreement, or in connection with the execution and 
delivery of the Certificates, including any and all expenses incurred in connection with the authorization, 
execution, sale and delivery of the Certificates, or incurred by the Corporation in connection with any 
litigation which may at any time be instituted involving the Lease Agreement, the Trust Agreement, the 
Certificates or any of the other documents contemplated or thereby, or incurred by the Corporation or 
otherwise incurred in connection with the administration thereof. 

 
(e) The District agrees to pay any amounts owed to AGM pursuant to the Trust Agreement. The 

District’s obligation to pay such amounts shall expressly survive payment in full of the Certificates. 
 

Maintenance, Utilities, Taxes and Assessments 
 

Throughout the Term of the Lease Agreement, as part of the consideration for the rental of the 
Property, all improvement, repair and maintenance of the Property shall be the responsibility of the 
District and the District shall pay, or otherwise arrange, for the payment of all utility services supplied to 
the Property which may include, without limitation, janitor service, security, power, gas, telephone, light, 
heating, water and all other utility services, and shall pay for or otherwise arrange for the payment of the 
cost of the repair and replacement of the Property resulting from ordinary wear and tear or want of care 
on the part of the District or any assignee or sublessee thereof. In exchange for the Lease Payments 
provided in the Lease Agreement, the Corporation agrees to provide only the Property, as hereinbefore 
more specifically set forth. The District waives the benefits of subsections 1 and 2 of section 1932 of the 
California Civil Code, but such waiver shall not limit any of the rights of the District under the terms of 
the Lease Agreement. 
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The District shall also pay or cause to be paid all taxes and assessments of any type or nature, if 
any, charged to the Corporation or the District affecting the Property or the respective interests or estates 
therein; provided that with respect to special assessments or other governmental charges that may 
lawfully be paid in installments over a period of years, the District shall be obligated to pay only such 
installments as are required to be paid during the Term of the Lease Agreement as and when the same 
become due. 

 
The District may, at the District’s expense and in its name, in good faith contest any such taxes, 

assessments, utility and other charges and, in the event of any such contest, may permit the taxes, 
assessments or other charges so contested to remain unpaid during the period of such contest and any 
appeal therefrom unless the Corporation or AGM shall notify the District that, in the opinion of 
Independent Counsel, by nonpayment of any such items, the interest of the Corporation in the Property 
will be materially endangered or the Property or any part thereof will be subject to loss or forfeiture, in 
which event the District shall promptly pay such taxes, assessments or charges or provide the 
Corporation and AGM with full security against any loss which may result from nonpayment, in form 
satisfactory to the Corporation. The District shall provide the Corporation and AGM with written notice 
of any such contest and shall provide such updates on the contest as the Corporation or AGM may 
reasonably request. 

 
Modification of Property 
 

The District shall, at its own expense, have the right to remodel the Property or to make 
additions, modifications and improvements to the Property. All additions, modifications and 
improvements to the Property shall thereafter comprise part of the Property and be subject to the 
provisions of the Lease Agreement. Such additions, modifications and improvements shall not in any 
way damage the Property, substantially alter its nature, cause the interest component of Lease Payments 
to be subject to federal income taxes or cause the Property to be used for purposes other than those 
authorized under the provisions of State and federal law; and the Property, upon completion of any 
additions, modifications and improvements made thereto pursuant to the Lease Agreement, shall, subject 
to the provisions of the Lease Agreement, be of a value which is not substantially less than the value of 
the Property immediately prior to the making of such additions, modifications and improvements. The 
District will not permit any mechanic’s or other lien to be established or remain against the Property for 
labor or materials furnished in connection with any remodeling, additions, modifications, improvements, 
repairs, renewals or replacements made by the District pursuant to the Lease Agreement; provided that if 
any such lien is established and the District shall first notify the Corporation of the District’s intention to 
do so, the District may in good faith contest any lien filed or established against the Property, and in such 
event may permit the items so contested to remain undischarged and unsatisfied during the period of 
such contest and any appeal therefrom and shall provide the Corporation with full security against any 
loss or forfeiture which might arise from the nonpayment of any such item, in form satisfactory to the 
Corporation. The Corporation will cooperate fully in any such contest, upon the request and at the 
expense of the District. 

 
Insurance 
 

Public Liability and Property Damage Insurance. The District shall maintain or cause to be 
maintained, throughout the Term of the Lease Agreement, insurance policies, including a standard 
comprehensive general insurance policy or policies in protection of the Corporation, the District, the 
Trustee and AGM and their respective members, officers, agents and employees. Such liability insurance 
may be maintained as part of or in conjunction with any other liability insurance coverage carried by the 
District, and may be maintained through a joint exercise of powers authority created for such purpose or, 
with the prior written consent of AGM, in the form of self-insurance by the District. Said policy or 
policies shall provide for indemnification of said parties against direct or consequential loss or liability for 
damages for bodily and personal injury, death or property damage occasioned by reason of the operation 
of the Property. Said policy or policies shall provide coverage in the minimum liability limits of 
$1,000,000 for personal injury or death of each person and $1,895,000 for personal injury or deaths of two 
or more persons in each accident or event, and in a minimum amount of $100,000 (subject to a deductible 
clause of not to exceed $5,000) for damage to property resulting from each accident or event. Such public 
liability and property damage insurance may, however, be in the form of a single limit policy in the 
amount of $1,895,000 covering all such risks. Such liability insurance may be maintained as part of or in 
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conjunction with any other liability insurance coverage carried by the District and may be maintained in 
the form of insurance maintained through a joint exercise of powers authority created for such purpose 
or, with the prior written consent of AGM, in the form of self-insurance by the District. The Net Proceeds 
of such liability insurance shall be applied toward extinguishment or satisfaction of the liability with 
respect to which the insurance proceeds shall have been paid. 

 
Fire and Extended Coverage Insurance; No Earthquake Insurance. The District shall maintain, or cause 

to be maintained throughout the Term of the Lease Agreement, insurance against loss or damage to any 
part of the Property constituting structures, if any, by fire and lightning, with extended coverage and 
vandalism and malicious mischief insurance; provided, however, that the District shall not be required to 
maintain earthquake insurance with respect to the Property. Said extended coverage insurance shall, as 
nearly as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke 
and such other hazards as are normally covered by such insurance. Such insurance shall be in an amount 
equal to one hundred percent (100%) of the replacement cost of such portion of the Property, if any. Such 
insurance may be subject to deductible clauses of not to exceed $100,000 for any one loss. Such insurance 
may be maintained as part of or in conjunction with any other fire and extended coverage insurance 
carried by the District and, with the prior written consent of AGM, may be maintained in whole or in part 
in the form of insurance maintained through a joint exercise of powers authority created for such 
purpose. The Net Proceeds of such insurance shall be applied as provided in the Lease Agreement. The 
District may not satisfy the requirements of the Lease Agreement for fire and extended coverage 
insurance with self-insurance except with the prior written consent of AGM. 

 
Insurance Net Proceeds; Form of Policies Each policy or other evidence of insurance required by the 

Lease Agreement shall provide that all proceeds thereunder shall be payable to the Trustee as and to the 
extent required under the Lease Agreement, shall name the Trustee and AGM as additional insureds and 
shall be applied as provided in the Lease Agreement. Insurance must be provided by an insurer rated 
“A” or better by S&P or A.M. Best Company, unless waived by AGM. The District shall pay or cause to 
be paid when due the premiums for all insurance policies required by the Lease Agreement. All policies 
evidencing required insurance shall provide thirty (30) days’ prior written notice to the Corporation, the 
District, the Trustee and AGM of any cancellation, reduction in amount or material change in coverage. 
The Trustee shall not be responsible for the sufficiency of any insurance required in the Lease Agreement, 
including any forms of self-insurance and shall be fully protected in accepting payment on account of 
such insurance or any adjustment, compromise or settlement of any loss. The District shall cause to be 
delivered annually on or before each June 1 to the Trustee and AGM a certification, signed by a District 
Representative, stating compliance with the provisions of the Lease Agreement. The Trustee shall be 
entitled to rely on such certification without independent investigation. The District shall have the 
adequacy of any insurance reserves maintained by the District or by a joint exercise of powers authority, 
if applicable, for purposes of the insurance required by the Lease Agreement reviewed at least annually, 
on or before each June 1, by an independent insurance consultant and shall maintain reserves in 
accordance with the recommendations of such consultant to the extent moneys are available for such 
purpose and not otherwise appropriated. 

 
Advances 
 

If the District shall fail to perform any of its obligations under the Lease Agreement, the 
Corporation or the Trustee may, but shall not be obligated to, take such action as may be necessary to 
cure such failure, including the advancement of money, and the District shall be obligated to repay all 
such advances as soon as possible, with interest at a rate equal to the rate then payable with respect to the 
Certificates from the date of the advance to the date of repayment. 

 
Installation of District’s Equipment 
 

The District may, at any time and from time to time in its sole discretion and at its own expense, 
install or permit to be installed items of equipment or other personal property in or upon any portion of 
the Property. All such items shall remain the sole property of the District in which neither the 
Corporation nor the Trustee shall have any interest and may be modified or removed by the District at 
any time provided that the District shall repair and restore any and all damage to the Property resulting 
from the installation, modification or removal of any such items. Nothing in the Lease Agreement shall 
prevent the District from purchasing or leasing items to be installed pursuant to the Lease Agreement 
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under a lease or conditional sale agreement, or subject to a vendor’s lien or security agreement, as 
security for the unpaid portion of the purchase price thereof, provided that no such lien or security 
interest shall attach to any part of the Property. 

 
Liens 
 

The District shall not, directly or indirectly, create, incur, assume or suffer to exist any mortgage, 
pledge, lien, charge, encumbrance or claim on or with respect to the Property, other than the respective 
rights of the Corporation and the District as provided in the Lease Agreement and Permitted 
Encumbrances. Except as expressly provided in the Lease Agreement, the District shall promptly, at its 
own expense, take such action as may be necessary to duly discharge or remove any such mortgage, 
pledge, lien, charge, encumbrance or claim, for which it is responsible, if the same shall arise at any time. 
The District shall reimburse the Corporation for any expense incurred by it in order to discharge or 
remove any such mortgage, pledge, lien, charge, encumbrance or claim. 

 
Tax Covenants 
 

Private Activity Bond Limitation. The District shall assure that proceeds of the Certificates are not 
so used as to cause the Certificates or the Lease Agreement to satisfy the private business tests of section 
141(b) of the Code or the private loan financing test of section 141(c) of the Code. 

 
Federal Guarantee Prohibition. The District shall not take any action or permit or suffer any action 

to be taken if the result of the same would be to cause any of the Certificates or the Lease Agreement to be 
“federally guaranteed” within the meaning of section 149(b) of the Code. 

 
Rebate Requirement. The District shall take any and all actions necessary to assure compliance with 

section 148(f) of the Code, relating to the rebate of excess investment earnings, if any, to the federal 
government, to the extent that such section is applicable to the Certificates and the Lease Agreement. 

 
No Arbitrage. The District shall not take, or permit or suffer to be taken by the Trustee or 

otherwise, any action with respect to the proceeds of the Certificates 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 Certificates or the Lease Agreement to be “arbitrage bonds” within the 
meaning of section 148 of the Code. 

 
Maintenance of Tax-Exemption. The District shall take all actions necessary to assure the exclusion 

of interest with respect to the Certificates from the gross income of the Owners of the Certificates to the 
same extent as such interest is permitted to be excluded from gross income under the Code as in effect on 
the Closing Date. 

 
Small Issuer Exemption from Bank Deductibility Restriction.  
 
(a) The District designates the Lease Agreement as a “qualified tax-exempt obligation” for the 

purposes and within the meaning of section 265(b)(3) of the Code. In support of such designation, the 
District certifies that (i) the Lease Agreement will be at no time a “private activity bond” (as defined in 
section 141 of the Code); (ii) as of the Closing Date, other than the Lease Agreement, no tax-exempt 
obligations of any kind have been issued (A) by or on behalf of the District, (B) by other issuers, any of 
the proceeds of which have been or will be used to make any loans to the District, or (C) any portion of 
which has been allocated to the District for purposes of section 265(b) of the Code; and (iii) not more than 
$10,000,000 of obligations of any kind (including the Lease Agreement) issued (A) by or on behalf of the 
District, (B) by other issuers any of the proceeds of which have been or will be used to make any loans to 
the District, or (C) any portion of which has been allocated to the District for purposes of section 265(b) of 
the Code during calendar year 2013 will be designated for purposes of section 265(b)(3) of the Code. 

 
(b) The District is not subject to control by any entity, and there are no entities subject to control 

by the District. 
 
(c) On the Closing Date, the District does not reasonably anticipate that for calendar year 2013 it 

will issue, borrow the proceeds of or have allocated to it for purposes of section 265(b) of the Code, any 
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Section 265 Tax-Exempt Obligations (other than the Lease Agreement), or that any Section 265 Tax-
Exempt Obligations will be issued on behalf of it. “Section 265 Tax-Exempt Obligations” are obligations 
the interest on which is excludable from gross income of the owners thereof under section 103 of the 
Code, except for private activity bonds, other than qualified 501(c)(3) bonds, both as defined in section 
141 of the Code. The District will not, in calendar 2013, issue, permit the issuance on behalf of it or by any 
entity subject to control by the District (which may hereafter come into existence), borrow the proceeds of 
or agree to an allocation to it for purposes of section 265(b) of the Code, Section 265 Tax-Exempt 
Obligations (including the Lease Agreement) that exceed the aggregate amount of $10,000,000 during 
calendar year 2013, unless it first obtains an opinion of Bond Counsel to the effect that such issuance, 
borrowing or allocation will not adversely affect the treatment of the Lease Agreement as a “qualified tax-
exempt obligation” for the purpose and within the meaning of section 265(b)(3) of the Code. 

 
(d) The Certificates have not been sold in conjunction with any other tax exempt obligations. 
 

No Condemnation 
 

The District covenants and agrees, to the extent it may lawfully do so, that so long as any of the 
Certificates remain outstanding and unpaid, the District will not exercise the power of condemnation 
with respect to the Property. The District further covenants and agrees, to the extent it may lawfully do 
so, that if for any reason the foregoing covenant is determined to be unenforceable or if the District 
should fall or refuse to abide by such covenant and condemns the Property, the appraised value of the 
Property shall not be less than the greater of (i) if the Certificates are then subject to redemption, the 
principal and interest components of the Certificates Outstanding through the date of their redemption, 
or (ii) if the Certificates are not then subject to redemption, the amount necessary to defease the 
Certificates to the first available redemption date in accordance with the Trust Agreement. 

 
Eminent Domain 
 

If all of the Property shall be taken permanently under the power of eminent domain or sold to a 
government threatening to exercise the power of eminent domain, the Term of the Lease Agreement shall 
cease as of the day possession shall be so taken. If less than all of the Property shall be taken permanently, 
or if all of the Property or any part thereof shall be taken temporarily under the power of eminent 
domain, the Lease Agreement shall continue in full force and effect and shall not be terminated by virtue 
of such taking and the parties waive the benefit of any law to the contrary. 

 
Application of Net Proceeds 
 

From Insurance Award. The Net Proceeds of any insurance award resulting from any damage to or 
destruction of any portion of the Property constituting structures, if any, by fire or other casualty shall be 
paid by the District to the Trustee, as assignee of the Corporation under the Assignment Agreement, 
deposited in the Insurance and Condemnation Fund held by the Trustee and applied as set forth in the 
Trust Agreement. 

 
From Eminent Domain Award. The Net Proceeds of any eminent domain award shall be paid by 

the District to the Trustee, as assignee of the Corporation under the Assignment Agreement, deposited in 
the Insurance and Condemnation Fund and applied as set forth in the Trust Agreement. 

 
Access to the Property 
 

The District agrees that the Corporation and any District Representative, and the Corporation’s 
successors or assigns, and AGM, shall have the right at all reasonable times to enter upon and to examine 
and inspect the Property. The District further agrees that the Corporation, any District Representative, 
and the Corporation’s successors or assigns, and AGM, shall have such rights of access to the Property as 
may be reasonably necessary to cause the proper maintenance of the Property in the event of failure by 
the District to perform its obligations under the Lease Agreement. 
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Release and Indemnification Covenants 
 

The District shall and agrees to indemnify and save the Corporation and the Trustee and their 
officers, agents, directors, employees, successors and assigns harmless from and against all claims, losses 
and damages, including legal fees and expenses, arising out of (i) the use, maintenance, condition or 
management of, or from any work or thing done on the Property by the District, (ii) any breach or default 
on the part of the District in the performance of any of its obligations under the Lease Agreement or the 
Trust Agreement, (iii) any act or omission of the District or of any of its agents, contractors, servants, 
employees or licensees with respect to the Property, (iv) any act or omission of any sublessee of the 
District with respect to the Property, or (v) the authorization of payment of the Delivery Costs. Such 
indemnification shall include the costs and expenses of defending any claim or liability arising under the 
Lease Agreement or the Trust Agreement and the transactions contemplated thereby. No indemnification 
is made in the Lease Agreement for willful misconduct, negligence or breach of duty under the Lease 
Agreement by the Corporation, its officers, agents, directors, employees, successors or assigns. 

 
Assignment by the Corporation 
 

The Corporation’s rights under the Lease Agreement, including the right to receive and enforce 
payment of the Lease Payments to be made by the District under the Lease Agreement, have been 
assigned to the Trustee pursuant to the Assignment Agreement. 

 
Assignment and Subleasing by the District 
 

The Lease Agreement may not be assigned by the District. The District may sublease the Property 
or any portion thereof, but only with the written consent of the Corporation and AGM and subject to, and 
delivery to the Corporation of a certificate as to, all of the following conditions: 

 
(a) The Lease Agreement and the obligation of the District to make Lease Payments under the 

Lease Agreement shall remain obligations of the District; 
 
(b) The District shall, within thirty (30) days after the delivery thereof, furnish or cause to be 

furnished to the Corporation, the Trustee and AGM a true and complete copy of such sublease;  
 
(c) No such sublease by the District shall cause the Property to be used for a purpose other than 

as may be authorized under the provisions of the Constitution and laws of the State; and 
 
(d) The District shall furnish the Corporation, the Trustee and AGM with a written opinion of 

Bond Counsel, which shall be an Independent Counsel, stating that such sublease does not cause the 
interest components of the Lease Payments to become subject to federal income taxes or State personal 
income taxes. 

 
Notwithstanding the foregoing, the District may sublease the Property to the Corporation in 

connection with a future certificates of participation or lease revenue bond financing without the 
necessity to comply with any of the foregoing conditions, so long as the total of the unpaid principal 
component of the Lease Payments and the principal component of the lease payments to be paid with 
respect to such future certificates of participation or lease revenue bond financing does not exceed the 
value of the Property. 

 
Amendment of Lease Agreement 
 

(a) Substitution of Site or Facility. The District shall have, and is granted, the option at any time and 
from time to time during the Term of the Lease Agreement to substitute other land (a “Substitute Site”) 
and/or a substitute facility (a “Substitute Facility”) for the Site (the “Former Site”), or a portion thereof, 
and/or the Facility (the “Former Facility”), or a portion thereof, provided that the District shall satisfy all 
of the following requirements (to the extent applicable) which are declared to be conditions precedent to 
such substitution: 
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(i) If a substitution of the Site, the District shall file with the Corporation, the Trustee and 
AGM an amendment to the Site and Facility Lease which adds thereto a description of such 
Substitute Site and deletes therefrom the description of the Former Site; 

 
(ii) If a substitution of the Site, the District shall file with the Corporation, the Trustee and 

AGM an amendment to the Lease Agreement which adds thereto a description of such Substitute 
Site and deletes therefrom the description of the Former Site; 

 
(iii) If a substitution of the Facility, the District shall file with the Corporation, the Trustee 

and AGM an amendment to the Site and Facility Lease which adds thereto a description of such 
Substitute Facility and deletes therefrom the description of the Former Facility; 

 
(iv) If a substitution of the Facility, the District shall file with the Corporation, the Trustee 

and AGM an amendment to the Lease Agreement which adds thereto a description of such 
Substitute Facility and deletes therefrom the description of the Former Facility; 

 
(v) The District shall certify in writing to the Corporation, the Trustee and AGM that 

such Substitute Site and/or Substitute Facility serve the purposes of the District, constitutes 
property that is unencumbered, subject to Permitted Encumbrances, and constitutes property 
which the District is permitted to lease under the laws of the State; 

 
(vi) The District delivers to the Trustee, the Corporation and AGM evidence (which may 

be insurance values or any other reasonable basis of valuation and need not require an appraisal) 
that the value of the Property following such substitution is equal to or greater than the 
Outstanding principal amount of the Certificates and confirms in writing to the Trustee that the 
indemnification provided pursuant to the Trust Agreement applies with respect to the Substitute 
Site and/or Substitute Facility; 

 
(vii) The Substitute Site and/or Substitute Facility shall not cause the District to violate 

any of its covenants, representations and warranties made in the Lease Agreement and in the 
Trust Agreement;  

 
(viii) The District shall certify that the Substitute Site and/or the Substitute Facility is of 

the same or greater essentiality to the District as was the Former Site and/or the Former Facility; 
 
(ix) The District shall provide notice of the substitution to any rating agency then rating 

the Certificates which rating was provided at the request of the District or the Corporation; 
 
(x) The District shall furnish the Corporation, the Trustee and AGM with a written 

opinion of Bond Counsel, which shall be an Independent Counsel, stating that such substitution 
does not cause the interest components of the Lease Payments to become subject to federal 
income taxes or State personal income taxes; and 

 
(xi) AGM shall provide written consent to such substitution. 
 

(b) Release of Site. The District shall have, and is granted, the option at any time and from time to 
time during the Term of the Lease Agreement to release any portion of the Site, provided that the District 
shall satisfy all of the following requirements which are declared to be conditions precedent to such 
release: 

 
(i) The District shall file with the Corporation, the Trustee and AGM an amendment to 

the Site and Facility Lease which describes the Site, as revised by such release; 
 
(ii) The District delivers to the Trustee, the Corporation and AGM evidence (which may 

be insurance values or any other reasonable basis of valuation and need not require an appraisal) 
that the value of the Site, as revised by such release, is equal to or greater than the Outstanding 
principal amount of the Certificates and confirms in writing to the Trustee and the Corporation 
that the indemnification provided pursuant to the Trust Agreement applies with respect to the 
Site, as revised by such release; 
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(iii) Such release shall not cause the District to violate any of its covenants, 

representations and warranties made in the Lease Agreement and in the Trust Agreement;  
 
(iv) The District shall provide notice of the release to any rating agency then rating the 

Certificates which rating was provided at the request of the District or the Corporation; and 
 
(v) AGM shall provide written consent to such release. 
 

(c) Generally. The Corporation and the District may at any time amend or modify any of the 
provisions of the Lease Agreement, but only (i) with the prior written consent of the Owners of a majority 
in aggregate principal amount of the Outstanding Certificates and AGM, or (ii) without the consent of 
any of the Owners, but with the prior written consent of AGM, but only if such amendment or 
modification is for any one or more of the following purposes: 

 
(i) to add to the covenants and agreements of the District contained in the Lease 

Agreement, other covenants and agreements thereafter to be observed, or to limit or surrender 
any rights or power reserved to or conferred upon the District; 

 
(ii) to make such provisions for the purpose of curing any ambiguity, or of curing, 

correcting or supplementing any defective provision contained in the Lease Agreement, or in any 
other respect whatsoever as the Corporation and the District may deem necessary or desirable, 
provided that, in the opinion of Bond Counsel, such modifications or amendments will not 
materially adversely affect the interests of the Owners; or 

 
(iii) to amend any provision thereof relating to the Code, to any extent whatsoever but 

only if and to the extent such amendment will not adversely affect the exclusion from gross 
income of interest with respect to the Certificates under the Code, in the opinion of Bond 
Counsel. 

 
Events of Default and Remedies 
 

Events of Default. The following shall be “events of default” under the Lease Agreement and the 
terms “Events of Default” and “Default” shall mean, whenever they are used in the Lease Agreement, 
any one or more of the following events: 

 
(a) Failure by the District to pay any Lease Payment or other payment required to be paid at the 

time specified. 
 
(b) Failure by the District to observe and perform any covenant, condition or agreement on its 

part to be observed or performed under the Lease Agreement or under the Trust Agreement, for a period 
of thirty (30) days after written notice specifying such failure and requesting that it be remedied has been 
given to the District by the Corporation, the Trustee or the Owners of not less than five percent (5%) in 
aggregate principal amount of Certificates then outstanding; provided, however, if the failure stated in the 
notice can be corrected, but not within the applicable period, the Corporation, the Trustee and such 
Owners shall not unreasonably withhold their consent to an extension of such time if corrective action is 
instituted by the District within the applicable period and diligently pursued until the default is 
corrected. 

 
(c) The filing by the District of a voluntary petition in bankruptcy, or failure by the District 

promptly to lift any execution, garnishment or attachment, or adjudication of the District as a bankrupt, 
or assignment by the District for the benefit of creditors, or the entry by the District into an agreement of 
composition with creditors, or the approval by a court of competent jurisdiction of a petition applicable to 
the District in any proceedings instituted under the provisions of the Federal Bankruptcy Act, as 
amended, or under any similar acts which may hereafter be enacted. 

 
Remedies on Default. AGM  shall have the right to control all remedies for default under both this 

Lease Agreement and the Trust Agreement. Whenever any Event of Default has happened and is 
continuing, the Corporation may exercise any and all remedies available under law or granted under this 
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Lease Agreement. Each and every covenant hereof to be kept and performed by the District is expressly 
made a condition and upon the breach thereof the Corporation may exercise any and all rights granted 
hereunder; provided, that no termination of this Lease Agreement shall be effected either by operation of 
law or acts of the parties hereto, except only in the manner herein expressly provided. Upon the 
occurrence and during the continuance of any Event of Default, the Corporation may exercise any one or 
more of the following remedies: 

 
(a) Acceleration. If an Event of Default occurs and is continuing hereunder, the Corporation 

declare all principal components of the unpaid Lease Payments, together with accrued interest at the rate 
or rates specified in the respective Outstanding Certificates from the immediately preceding Lease 
Payment Date on which payment was made, to be immediately due and payable, whereupon the same 
shall become due and payable. 

 
(b) Enforcement of Payments Without Termination. If the Corporation does not elect to terminate this 

Lease Agreement in the manner hereinafter provided for in subparagraph (b) hereof, the District agrees 
to and shall remain liable for the payment of all Lease Payments and the performance of all conditions 
herein contained and shall reimburse the Corporation for any deficiency arising out of the re-leasing of 
the Property, or, if the Corporation is unable to re-lease the Property, then for the full amount of all Lease 
Payments to the end of the Term of this Lease Agreement, but said Lease Payments and/or deficiency 
shall be payable only at the same time and in the same manner as hereinabove provided for the payment 
of Lease Payments hereunder, notwithstanding such entry or re-entry by the Corporation or any suit in 
unlawful detainer, or otherwise, brought by the Corporation for the purpose of effecting such re-entry or 
obtaining possession of the Property or the exercise of any other remedy by the Corporation. The District 
hereby irrevocably appoints the Corporation as the agent and attorney-in-fact of the District to enter 
upon and re-lease the Property upon the occurrence and continuation of an Event of Default and to 
remove all personal property whatsoever situated upon the Property, to place such property in storage or 
other suitable place in Contra Costa County for the account of and at the expense of the District, and the 
District hereby exempts and agrees to save harmless the Corporation from any costs, loss or damage 
whatsoever arising or occasioned by any such entry upon and re-leasing of the Property and the removal 
and storage of such property by the Corporation or its duly authorized agents in accordance with the 
provisions herein contained. The District agrees that the terms of this Lease Agreement constitute full and 
sufficient notice of the right of the Corporation to re-lease the Property in the event of such re-entry 
without effecting a surrender of this Lease Agreement, and further agrees that no acts of the Corporation 
in effecting such re-leasing shall constitute a surrender or termination of this Lease Agreement 
irrespective of the term for which such re-leasing is made or the terms and conditions of such re-leasing, 
or otherwise, but that, on the contrary, in the event of such default by the District the right to terminate 
this Lease Agreement shall vest in the Corporation to be effected in the sole and exclusive manner 
hereinafter provided for in subparagraph (b) hereof. The District agrees to surrender and quit possession 
of the Property upon demand of the Corporation for the purpose of enabling the Property to be re-let 
under this paragraph. Any rental obtained by the Corporation in excess of the sum of Lease Payments 
plus costs and expenses incurred by the Corporation for its services in re-leasing the Property shall be 
paid to the District. 

 
(b) Termination of Lease. If an Event of Default occurs and is continuing hereunder, the 

Corporation at its option may terminate this Lease Agreement and re-lease all or any portion of the 
Property, subject to the Site and Facility Lease. If the Corporation terminates this Lease Agreement at its 
option and in the manner hereinafter provided due to a default by the District (and notwithstanding any 
re-entry upon the Property by the Corporation in any manner whatsoever or the re-leasing of the 
Property), the District nevertheless agrees to pay to the Corporation all costs, loss or damages howsoever 
arising or occurring payable at the same time and in the same manner as is herein provided in the case of 
payment of Lease Payments and Additional Payments. Any surplus received by the Corporation from 
such re-leasing shall be applied by the Corporation to Lease Payments due under this Lease Agreement. 
Neither notice to pay rent or to deliver up possession of the premises given under law nor any 
proceeding in unlawful detainer taken by the Corporation shall of itself operate to terminate this Lease 
Agreement, and no termination of this Lease Agreement on account of default by the District shall be or 
become effective by operation of law, or otherwise, unless and until the Corporation shall have given 
written notice to the District of the election on the part of the Corporation to terminate this Lease 
Agreement. The District covenants and agrees that no surrender of the Property, or of the remainder of 
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the Term hereof or any termination of this Lease Agreement shall be valid in any manner or for any 
purpose whatsoever unless stated or accepted by the Corporation by such written notice. 

 
(c) Proceedings at Law or In Equity. If an Event of Default occurs and continues hereunder, the 

Corporation may take whatever action at law or in equity may appear necessary or desirable to collect the 
amounts then due and thereafter to become due hereunder or to enforce any other of its rights hereunder. 

 
(d) Remedies under the Site and Facility Lease. If an Event of Default occurs and continues 

hereunder, the Corporation may exercise its rights under the Site and Facility Lease. 
 

Security Deposit 
 

Notwithstanding any other provision of the Lease Agreement, the District may, on any date, 
secure the payment of all or a portion of the Lease Payments remaining due by an irrevocable deposit 
with the Trustee or an escrow holder under an escrow deposit and trust agreement as referenced in the 
Trust Agreement, of: (a) in the case of a security deposit relating to all Lease Payments, either (i) cash in 
an amount which, together with amounts on deposit in the Lease Payment Fund, the Insurance and 
Condemnation Fund and the Reserve Fund, is sufficient to pay all unpaid Lease Payments, including the 
principal and interest components thereof, in accordance with the Lease Payment schedule set forth in the 
Lease Agreement, or (ii) Defeasance Obligations in such amount as will, in the written opinion of an 
independent certified public accountant or other firm of recognized experts in such matters (addressed to 
AGM), together with interest to accrue thereon and, if required, all or a portion of moneys or Defeasance 
Obligations or cash then on deposit and interest earnings thereon in the Lease Payment Fund, the 
Insurance and Condemnation Fund and the Reserve Fund, be fully sufficient to pay all unpaid Lease 
Payments on their respective Lease Payment Dates; or (b) in the case of a security deposit relating to a 
portion of the Lease Payments, a certificate executed by a District Representative designating the portion 
of the Lease Payments to which the deposit pertains, and either (i) cash in an amount which is sufficient 
to pay the portion of the Lease Payments designated in such District Representative’s certificate, 
including the principal and interest components thereof, or (ii) Defeasance Obligations in such amount as 
will, together with interest to be received thereon, if any, in the written opinion of an independent 
certified public accountant or other firm of recognized experts in such matters (addressed to AGM), be 
fully sufficient to pay the portion of the Lease Payments designated in the aforesaid District 
Representative’s certificate. 

 
In the event of a deposit pursuant to the Lease Agreement as to all Lease Payments and the 

payment of all fees, expenses and indemnifications owed to the Trustee, all obligations of the District 
under the Lease Agreement shall cease and terminate, excepting only the obligation of the District to 
make, or cause to be made, all payments from the deposit made by the District pursuant to the Lease 
Agreement and the obligations of the District pursuant to the Lease Agreement and title to the Property 
shall vest in the District on the date of said deposit automatically and without further action by the 
District or the Corporation. Said deposit and interest earnings thereon shall be deemed to be and shall 
constitute a special fund for the payments provided for by the Lease Agreement and said obligation shall 
thereafter be deemed to be and shall constitute the installment purchase obligation of the District for the 
Property. Upon said deposit, the Corporation will execute or cause to be executed any and all documents 
as may be necessary to confirm title to the Property in accordance with the provisions of the Lease 
Agreement. In addition, the Corporation appoints the District as its agent to prepare, execute and file or 
record, in appropriate offices, such documents as may be necessary to place record title to the Property in 
the District. 

 
Prepayment  
 

Optional Prepayment. The Corporation grants an option to the District to prepay the principal 
component of the Lease Payments in full, by paying the aggregate unpaid principal components of the 
Lease Payments, or in part, in a prepayment amount equal to the principal amount of Lease Payments to 
be prepaid, together with accrued interest to the date fixed for prepayment, without premium. 

 
Said option may be exercised with respect to Lease Payments due on and after January 15, 2021, 

in whole or in part on any date, commencing January 15. Said option shall be exercised by the District by 
giving written notice to the Corporation and the Trustee of the exercise of such option at least forty-five 
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(45) days prior to said prepayment date. In the event of prepayment in part, the partial prepayment shall 
be applied against Lease Payments in inverse order of payment date. Lease Payments due after any such 
partial prepayment shall be in the amounts set forth in a revised Lease Payment schedule which shall be 
provided by, or caused to be provided by, the District to the Trustee and which shall represent an 
adjustment to the schedule set forth in the Lease Agreement taking into account said partial prepayment. 
The Trustee agrees to notify the Corporation in the event of any prepayment of Lease Payments, as 
provided in the Trust Agreement. 

 
Notwithstanding the foregoing, the District shall not be permitted to prepay any Lease Payments 

if any amounts are owed to AGM with respect to the Municipal Bond Insurance Policy. 
 
Mandatory Prepayment From Net Proceeds of Insurance or Eminent Domain. The District shall be 

obligated to prepay the Lease Payments, in whole on any date or in part on any Lease Payment Date, 
from and to the extent of any Net Proceeds of an insurance or condemnation award with respect to the 
Property theretofore deposited in the Lease Payment Fund for such purpose. The District and the 
Corporation agree that such Net Proceeds shall be applied first to the payment of any delinquent Lease 
Payments, and thereafter shall be credited towards the District’s obligations under the Lease Agreement. 
Lease Payments due after any such partial prepayment shall be in the amounts set forth in a revised 
Lease Payment schedule which shall be provided by, or caused to be provided by, the District to the 
Trustee and which shall represent an adjustment to the schedule set forth in the Lease Agreement taking 
into account said partial prepayment. 

 
 

 
ASSIGNMENT AGREEMENT 

 
The Assignment Agreement is entered into between the Corporation and the Trustee, pursuant to 

which the Corporation assigns and transfers to the Trustee, for the benefit of the Owners, certain of the 
rights of the Corporation under the Lease Agreement, including the right to receive Lease Payments 
under the Lease Agreement and the rights and remedies of the Corporation under the Lease Agreement 
to enforce payment of Lease Payments or otherwise to protect and enforce the Lease Agreement in the 
event of default by the District. Certain rights of the Corporation to payment of advances, 
indemnification and attorneys’ fees and expenses are not assigned. 

 
 

TRUST AGREEMENT 
 

Delivery Costs Fund; Payment of Delivery Costs 
 

There shall be deposited in the Delivery Costs Fund the proceeds of sale of the Certificates 
required to be deposited therein pursuant to the Trust Agreement and any other funds from time to time 
deposited with the Trustee for such purpose and identified in writing to the Trustee. 

 
The moneys in the Delivery Costs Fund shall be disbursed by the Trustee to pay the Delivery 

Costs. Disbursements from the Delivery Costs Fund shall be made by the Trustee on receipt of a 
sequentially numbered requisition, signed by a District Representative. 

 
The Trustee shall be responsible for the safekeeping and investment (in accordance with the Trust 

Agreement) of the moneys held in the Delivery Costs Fund and the payment thereof in accordance with 
the Trust Agreement, but the Trustee shall not be responsible for the truth or accuracy of such 
requisitions, may rely conclusively thereon and shall be under no duty to investigate or verify any 
statements made therein. 

 
Upon written notice from a District Representative that all Delivery Costs have been paid, the 

Trustee shall transfer any moneys then remaining in the Delivery Costs Fund to the Lease Payment Fund 
and applied for the purposes of such fund, the Delivery Costs Fund shall be closed, the Trustee shall no 
longer be obligated to make payments for Delivery Costs and all further Delivery Costs shall be paid by 
the District.  
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Assignment of Rights in Lease Agreement 
 

The Corporation has, in the Assignment Agreement, transferred, assigned and set over to the 
Trustee certain of its rights but none of its obligations set forth in the Lease Agreement, including but not 
limited to all of the Corporation’s rights to receive and collect Lease Payments and all other amounts 
required to be deposited in the Lease Payment Fund pursuant to the Lease Agreement or pursuant to the 
Trust Agreement. All Lease Payments and such other amounts to which the Corporation may at any time 
be entitled shall be paid directly to the Trustee and all of the Lease Payments collected or received by the 
Corporation shall be deemed to be held and to have been collected or received by the Corporation as the 
agent of the Trustee, and if received by the Corporation at any time shall be deposited by the Corporation 
with the Trustee within one Business Day after the receipt thereof, and all such Lease Payments and such 
other amounts shall be forthwith deposited by the Trustee upon the receipt thereof in the Lease Payment 
Fund. 

 
Lease Payment Fund 
 

All moneys at any time deposited by the Trustee in the Lease Payment Fund shall be held by the 
Trustee in trust for the benefit of the Owners of the Certificates. So long as any Certificates are 
Outstanding, neither the District nor the Corporation shall have any beneficial right or interest in the 
Lease Payment Fund or the moneys deposited therein, except only as provided in the Trust Agreement. 

 
There shall be deposited in the Lease Payment Fund all Lease Payments received by the Trustee, 

including any moneys received by the Trustee for deposit therein pursuant to the Trust Agreement or the 
Lease Agreement, and any other moneys required to be deposited therein pursuant to the Lease 
Agreement or the Trust Agreement.  

 
All amounts in the Lease Payment Fund shall be used and withdrawn by the Trustee solely for 

the purpose of paying the principal and interest with respect to the Certificates as the same shall become 
due and payable in accordance with the provisions of the Trust Agreement. 

 
Any surplus remaining in the Lease Payment Fund after redemption and/or payment of all 

Certificates, including accrued interest (if any) and payment of any applicable fees and expenses to the 
Trustee and payment of any amounts owed to AGM, or provision for such redemption or payment 
having been made to the satisfaction of the Trustee, shall be withdrawn by the Trustee and remitted to 
the District. 

 
Reserve Fund 

 
Transfers of Excess. The Trustee shall, on or before each June 1 and December 1, value investments 

in the Reserve Fund at market value and transfer any moneys in the Reserve Fund then in excess of the 
Reserve Requirement; provided, however, that the Trustee shall not liquidate an investment to make such 
transfer of excess unless so directed in writing by a District Representative. The Trustee shall transfer any 
amount in excess of such sum to the Lease Payment Fund to be applied as a credit against amounts owed 
by the District for the payment of Lease Payments on each Lease Payment Date thereafter, until depleted. 

 
Application in Event of Deficiency in the Lease Payment Fund. If, on any Interest Payment Date, the 

moneys available in the Lease Payment Fund do not equal the amount of the principal and interest with 
respect to the Certificates then coming due and payable, the Trustee shall apply the moneys available in 
the Reserve Fund to make delinquent Lease Payments by transferring the amount necessary for this 
purpose to the Lease Payment Fund. Upon receipt of any delinquent Lease Payment with respect to 
which moneys have been advanced from the Reserve Fund, such Lease Payment shall be deposited in the 
Reserve Fund to the extent of such advance. 

 
Transfer To Make All Lease Payments. If, on any Interest Payment Date, the moneys on deposit in 

the Reserve Fund and the Lease Payment Fund (excluding amounts required for payment of principal 
and interest with respect to Certificates not presented for payment) are sufficient to pay all Outstanding 
Certificates, including all principal and interest, the Trustee shall transfer all amounts then on deposit in 
the Reserve Fund to the Lease Payment Fund to be applied to the payment of the Lease Payments, and 
such moneys shall be distributed to the Owners of Certificates in accordance with the Trust Agreement. 
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Any amounts remaining in the Reserve Fund upon payment in full of all Outstanding Certificates and all 
amounts due AGM and the Trustee under the Trust Agreement, or upon provision for such payment as 
provided in the Trust Agreement, shall be withdrawn by the Trustee and paid to the District. 

 
Insurance and Condemnation Fund; Application of Net Proceeds of Insurance Award 
 

(a) Any Net Proceeds of insurance against damage to or destruction of any part of the Property 
collected by the District in the event of any such damage or destruction shall be paid to the Trustee by the 
District pursuant to the Lease Agreement and deposited by the Trustee promptly upon receipt thereof in 
a special fund designated as the “Insurance and Condemnation Fund” to be established by the Trustee 
when deposits are required to be made therein. 

 
(b) Within ninety (90) days following the date of such deposit, the District shall determine and 

notify the Trustee in writing of its determination either (i) that the replacement, repair, restoration, 
modification or improvement of the Property is not economically feasible or in the best interest of the 
District, or (ii) that all or a portion of such Net Proceeds are to be applied to the prompt replacement, 
repair, restoration, modification or improvement of the damaged or destroyed portions of the Property. 

 
(c) In the event the District’s determination is as set forth in clause (i) of paragraph (b) above, 

such Net Proceeds shall be promptly transferred by the Trustee to the Lease Payment Fund, applied to 
the prepayment of Lease Payments pursuant to the Lease Agreement and applied to the redemption of 
Certificates as provided in the Trust Agreement; provided, however, that in the event of damage or 
destruction of the Property in full, such Net Proceeds may be transferred to the Lease Payment Fund only 
if sufficient, together with other moneys available therefor, to cause the prepayment of the principal 
components of all unpaid Lease Payments pursuant to the Lease Agreement, otherwise such Net 
Proceeds shall be applied to the replacement, repair, restoration, modification or improvement of the 
Property; provided further, however, that in the event of damage or destruction of the Property in part, such 
Net Proceeds may be transferred to the Lease Payment Fund and applied to the prepayment of Lease 
Payments only if the resulting Lease Payments represent fair consideration for the remaining portions of 
the Property, evidenced by a certificate signed by a District Representative and an Corporation 
Representative. 

 
(d) In the event the District’s determination is as set forth in clause (ii) of paragraph (b) above, 

Net Proceeds deposited in the Insurance and Condemnation Fund shall be applied to the prompt 
replacement, repair, restoration, modification or improvement of the damaged or destroyed portions of 
the Property by the District, and disbursed by the Trustee upon receipt of requisitions signed by a District 
Representative stating with respect to each payment to be made (i) the requisition number, (ii) the name 
and address of the person, firm or corporation to whom payment is due, (iii) the amount to be paid and 
(iv) that each obligation mentioned therein has been properly incurred, is a proper charge against the 
Insurance and Condemnation Fund, has not been the basis of any previous withdrawal, and specifying in 
reasonable detail the nature of the obligation, accompanied by a bill or a statement of account for such 
obligation. The Trustee shall not be responsible for the representations made in such requisitions and 
may conclusively rely thereon and shall be under no duty to investigate or verify any statements made 
therein. Any balance of the Net Proceeds remaining after such work has been completed shall be paid to 
the District. 

 
Application of Net Proceeds of Eminent Domain Award 
 

If all or any part of the Property shall be taken by eminent domain proceedings (or sold to a 
government threatening to exercise the power of eminent domain), the Net Proceeds therefrom shall be 
deposited with the Trustee in the Insurance and Condemnation Fund pursuant to the Lease Agreement 
and shall be applied and disbursed by the Trustee as follows: 

 
(a) If the District has given written notice to the Trustee of its determination that (i) such eminent 

domain proceedings have not materially affected the operation of the Property or the ability of the 
District to meet any of its obligations with respect to the Property under the Lease Agreement, and (ii) 
such proceeds are not needed for repair or rehabilitation of the Property, the District shall so certify to the 
Trustee and the Trustee, at the District’s written request, shall transfer such proceeds to the Lease 
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Payment Fund to be credited towards the prepayment of the Lease Payments pursuant to the Lease 
Agreement and applied to the redemption of Certificates in the manner provided in the Trust Agreement. 

 
(b) If the District has given written notice to the Trustee of its determination that (i) such eminent 

domain proceedings have not materially affected the operation of the Property or the ability of the 
District to meet any of its obligations with respect to the Property under the Lease Agreement, and (ii) 
such proceeds are needed for repair, rehabilitation or replacement of the Property, the District shall so 
certify to the Trustee and the Trustee, at the District’s written request, shall pay to the District, or to its 
order, from said proceeds such amounts as the District may expend for such repair or rehabilitation, 
upon the filing with the Trustee of requisitions of the District Representative in the form and containing 
the provisions set forth in the Trust Agreement. The Trustee shall not be responsible for the 
representations made in such requisitions and may conclusively rely thereon and shall be under no duty 
to investigate or verify any statements made therein.  

 
(c) If (i) less than all of the Property shall have been taken in such eminent domain proceedings or 

sold to a government threatening the use of eminent domain powers, and if the District has given written 
notice to the Trustee of its determination that such eminent domain proceedings have materially affected 
the operation of the Property or the ability of the District to meet any of its obligations with respect to the 
Property under the Lease Agreement or (ii) all of the Property shall have been taken in such eminent 
domain proceedings, then the Trustee shall transfer such proceeds to the Lease Payment Fund to be 
credited toward the prepayment of the Lease Payments pursuant to the Lease Agreement and applied to 
the redemption of Certificates in the manner provided in the Trust Agreement. 

 
Moneys in Funds; Investment 
 

Held in Trust. The moneys and investments held by the Trustee under the Trust Agreement are 
irrevocably held in trust for the benefit of the Owners of the Certificates and for the purposes specified in 
the Trust Agreement and such moneys, and any income or interest earned thereon, shall be expended 
only as provided in the Trust Agreement and shall not be subject to levy, attachment or lien by or for the 
benefit of any creditor of the Corporation, the Trustee, the District or any Owner of Certificates. 

 
Investments Authorized. Moneys held by the Trustee under the Trust Agreement shall, upon 

written order of a District Representative, be invested and reinvested by the Trustee in Permitted 
Investments. The Trustee may deem all investments directed by a District Representative as Permitted 
Investments without independent investigation thereof. If a District Representative shall fail to so direct 
investments, the Trustee shall invest the affected moneys in Permitted Investments described in 
paragraph (g) of the definition thereof. Such investments, if registrable, shall be registered in the name of 
and held by the Trustee or its nominee. The Trustee may purchase or sell to itself or any affiliate, as 
principal or agent, investments authorized by this the Trust Agreement. Such investments and 
reinvestments shall be made giving full consideration to the time at which funds are required to be 
available. The Trustee may act as principal or agent in the making or disposing of any investment and 
make or dispose of any investment through its investment department or that of an affiliate and shall be 
entitled to its customary fees therefor. The Trustee is authorized, in making or disposing of any 
investment permitted by the Trust Agreement, to deal with itself (in its individual capacity) or with 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 dealing as principal for its own account. 

 
Unless otherwise consented to by AGM, so long as any Certificates remain outstanding or any 

amounts are owed to AGM by the District, the District shall not enter into any interest rate exchange 
agreement, cap, collar, floor, ceiling or other agreement or instrument involving reciprocal payment 
obligations between the District and a counterparty based on interest rates applied to a notional amount 
of principal. 

 
Allocation of Earnings. Unless and until otherwise directed by the District to the Trustee in writing, 

all interest or income received by the Trustee on investment of the Lease Payment Fund shall be retained 
in the Lease Payment Fund. Amounts retained or deposited in the Lease Payment Fund pursuant to the 
Trust Agreement shall be applied as a credit against the Lease Payment due by the District pursuant to 
the Lease Agreement on the Lease Payment Date following the date of deposit. All interest received by 
the Trustee on investment of the Reserve Fund shall be retained in the Reserve Fund in the event that 



Appendix A 
Page 25 

amounts on deposit in the Reserve Fund are less than the Reserve Requirement. Reserve Fund 
investments may not have maturities extending beyond five years. In the event that amounts then on 
deposit in the Reserve Fund on the valuation date described in the Trust Agreement equal or exceed the 
Reserve Requirement, such excess shall be transferred to the Lease Payment Fund. Transfers to the Lease 
Payment Fund from the Reserve Fund shall be made by the Trustee on or prior to each June 1 and 
December 1. All interest or income in the Delivery Costs Fund shall be retained in the Delivery Costs 
Fund until the Delivery Costs Fund is closed pursuant to the Trust Agreement. 

 
Such investments shall be valued by the Trustee not less often than quarterly, at the market value 

thereof, exclusive of accrued interest. Deficiencies in the amount on deposit in any fund or account 
resulting from a decline in market value shall be restored no later than the succeeding valuation date. 
Investments purchased with funds on deposit in the Reserve Fund shall have a term to maturity of not 
greater than five years. 

 
Amendments  
 

The Trust Agreement and the rights and obligations of the Owners of the Certificates, the Lease 
Agreement and the rights and obligations of the parties thereto, the Site and Facility Lease and the rights 
and obligations of the parties thereto and the Assignment Agreement and the rights and obligations of 
the parties thereto, may be modified or amended at any time by a supplemental agreement which shall 
become effective when the written consent of the Owners of at least sixty percent (60%) in aggregate 
principal amount of the Certificates then Outstanding, exclusive of Certificates disqualified as provided 
in the Trust Agreement, shall have been filed with the Trustee. No such modification or amendment shall 
(1) extend or have the effect of extending the fixed maturity of any Certificate or reducing the interest rate 
with respect thereto or extending the time of payment of interest, or reducing the amount of principal 
thereof, without the express consent of the Owner of such Certificate, or (2) reduce or have the effect of 
reducing the percentage of Certificates required for the affirmative vote or written consent to an 
amendment or modification of a Lease Agreement, or (3) modify any of the rights or obligations of the 
Trustee without its written assent thereto. Any such supplemental agreement shall become effective as 
provided in the Trust Agreement. 

 
The Trust Agreement and the rights and obligations of the Owners of the Certificates and the 

Lease Agreement and the rights and obligations of the respective parties thereto, may be modified or 
amended at any time by a supplemental agreement, without the consent of any such Owners, but only to 
the extent permitted by law and only (1) to add to the covenants and agreements of the Corporation or 
the District, (2) to cure, correct or supplement any ambiguous or defective provision contained therein 
and which shall not, in the opinion of nationally recognized bond counsel, adversely affect the interests of 
the Owners of the Certificates, (3) in regard to questions arising thereunder, as the parties thereto may 
deem necessary or desirable and which shall not, in the opinion of nationally recognized bond counsel, 
materially adversely affect the interests of the Owners of the Certificates; (4) to make such additions, 
deletions or modifications as may be necessary or appropriate in the opinion of bond counsel to assure 
the exclusion from gross income for federal income tax purposes of the interest component of Lease 
Payments and the interest payable with respect to the Certificates, (5) to add to the rights of the Trustee, 
or (6) to maintain the rating or ratings assigned to the Certificates. Any such supplemental agreement 
shall become effective upon execution and delivery by the parties thereto, as the case may be. 

 
The Trust Agreement and the Lease Agreement may not be modified or amended at any time by 

a supplemental agreement which would modify any of the rights and obligations of the Trustee without 
its written assent thereto. 

 
Certain Covenants 
 

Compliance With and Enforcement of Lease Agreement. The District covenants and agrees with the 
Owners of the Certificates to perform all obligations and duties imposed on it under the Lease 
Agreement. The Corporation covenants and agrees with the Owners of the Certificates to perform all 
obligations and duties imposed on it under the Lease Agreement. 

 
The District will not do or permit anything to be done, or omit or refrain from doing anything, in 

any case where any such act done or permitted to be done, or any such omission of or refraining from 
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action, would or might be a ground for cancellation or termination of their respective Lease Agreement 
by the Corporation thereunder. The Corporation and the District, immediately upon receiving or giving 
any notice, communication or other document in any way relating to or affecting their respective estates, 
or either of them, in the Property, which may or can in any manner affect such estate of the District or the 
Corporation, will deliver the same, or a copy thereof, to the Trustee. 

 
Observance of Laws and Regulations. The District and the Corporation will well and truly keep, 

observe and perform all valid and lawful obligations or regulations now or hereafter imposed on them by 
contract, or prescribed by any law of the United States, or of the State, or by any officer, board or 
commission having jurisdiction or control, as a condition of the continued enjoyment of any and every 
right, privilege or franchise now owned or hereafter acquired by the District or the Corporation, 
respectively, including its right to exist and carry on business as a public entity, to the end that such 
rights, privileges and franchises shall be maintained and preserved, and shall not become abandoned, 
forfeited or in any manner impaired. 

 
Budgets. The District shall supply to the Trustee as soon as practicable, but not later than 

September 15 in each year, a written determination by a District Representative that the District has made 
adequate provision in its annual budget for the payment of Lease Payments due under the Lease 
Agreement in the Fiscal Year covered by such budget. The determination given by the District to the 
Trustee shall be that the amounts so budgeted are fully adequate for the payment of all Lease Payments 
and Additional Payments due under the Lease Agreement in the annual period covered by such budget. 

 
Limitation of Liability 
 

Limited Liability of District. Except for the payment of Lease Payments when due in accordance 
with the Lease Agreement and the performance of the other covenants and agreements of the District 
contained in the Lease Agreement and the Trust Agreement, the District shall have no pecuniary 
obligation or liability to any of the other parties or to the Owners of the Certificates with respect to the 
Trust Agreement or the terms, execution, delivery or transfer of the Certificates, or the distribution of 
Lease Payments to the Owners by the Trustee, except as expressly set forth in the Trust Agreement. 

 
No Liability of District or Corporation for Trustee Performance. Neither the District nor the 

Corporation shall have any obligation or liability to any of the other parties or to the Owners of the 
Certificates with respect to the performance by the Trustee of any duty imposed upon it under the Trust 
Agreement. 

 
Indemnification of Trustee. The District shall to the extent permitted by law indemnify and save the 

Trustee, its officers, employees, directors, affiliates and agents harmless from and against all claims, 
losses, costs, expenses, liability and damages, including legal fees and expenses (including allocated costs 
of internal counsel), arising out of (i) the use, maintenance, condition or management of, or from any 
work or thing done on, the Property by the Corporation or the District; (ii) any breach or default on the 
part of the Corporation or the District the performance of any of their respective obligations under the 
Lease Agreement, the Assignment Agreement, the Trust Agreement and any other agreement made and 
entered into for purposes of the Property; (iii) any act of the Corporation or the District or of any of their 
respective agents, contractors, servants, employees, licensees with respect to the Property; (iv) any act of 
any assignee of, or purchaser from the Corporation or the District or of any of its or their respective 
agents, contractors, servants, employees or licensees with respect to the Property; (v) the authorization of 
payment of Delivery Costs; (vi) the actions of any other party, including but not limited to the ownership, 
operation or use of the Property by the Corporation or the District including, without limitation, the use, 
storage, presence, disposal or release of any Hazardous Substances on or about the Property; (vii) the 
Trustee’s exercise and performance of its powers and duties under the Trust Agreement or as assigned to 
it under the Assignment Agreement; (viii) the offering and sale of the Certificates; (ix) the presence under 
or about or release from the Property, or any portion thereof, of any substance, material or waste which is 
or becomes regulated or classified as hazardous or toxic under State, local or federal law, or the violation 
of any such law by the District; or (x) any untrue statement or alleged untrue statement of any material 
fact or omission or alleged omission to state a material fact necessary to make the statements made, in the 
light of the circumstances under which they were made, not misleading, in any official statement or other 
offering document utilized in connection with the sale of the Certificates. Such indemnification shall 
include the costs and expenses of defending against any claim or liability arising under the Trust 
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Agreement. No indemnification will be made under the Trust Agreement for willful misconduct or 
negligence under the Trust Agreement by the Trustee, its officers, affiliates or employees. The District’s 
obligations under the Trust Agreement shall remain valid and binding notwithstanding maturity and 
payment of the Certificates or resignation or removal of the Trustee. 

 
Assignment of Rights; Remedies. Pursuant to the Assignment Agreement, the Corporation has 

transferred, assigned and set over to the Trustee certain of the Corporation’s rights in and to the Lease 
Agreement, including without limitation all of the Corporation’s rights to exercise such rights and 
remedies conferred on the Corporation pursuant to the Lease Agreement as may be necessary or 
convenient (i) to enforce payment of the Lease Payments and any other amounts required to be deposited 
in the Lease Payment Fund or the Insurance and Condemnation Fund, and (ii) otherwise to exercise the 
Corporation’s rights and take any action to protect the interests of the Trustee or the Certificate Owners 
in an Event of Default. 

 
If an Event of Default shall happen, then and in each and every such case during the continuance 

of such Event of Default, the Trustee shall, upon request of the Owners of a majority in aggregate 
principal amount of the Certificates then Outstanding, and upon payment of its fees and expenses, 
including counsel fees, and being indemnified to its satisfaction therefor shall, exercise any and all 
remedies available pursuant to law or granted pursuant to the Lease Agreement; provided, however, that 
notwithstanding anything in the Trust Agreement or in the Lease Agreement to the contrary, there shall 
be no right under any circumstances to accelerate the maturities of the Certificates or otherwise to declare 
any Lease Payment not then in default to be immediately due and payable. 

 
Certain Provisions relating to AGM and the Municipal Bond Insurance Policy 

 
Defeasance. In the event that the principal and/or interest due with respect to the Certificates shall 

be paid by AGM pursuant to the Municipal Bond Insurance Policy, the Certificates shall remain 
outstanding for all purposes, not be defeased or otherwise satisfied and not be considered paid, and the 
assignment and pledge of the trust estate and all covenants, agreements and other obligations of the 
District to the Owners shall continue to exist and shall run to the benefit of the municipal bond insurer 
and the municipal bond insurer shall be subrogated to the rights of such Owners, including, without 
limitation, any rights that such owners may have in respect of securities law violations arising from the 
offer and sale of the Certificates. 

 
Trustee-Related Provisions. the municipal bond insurer shall receive prior written notice of any 

name change of the Trustee or the resignation, removal or termination of the Trustee. No resignation, 
removal or termination of the Trustee shall take effect until a successor, acceptable to AGM, shall be 
appointed. The Trustee may be removed at any time at the request of AGM for any breach of its 
obligations under the Trust Agreement. 

 
Amendments and Supplements. With respect to amendments or supplements to the Trust 

Agreement or the Lease Agreement which do not require the consent of the Owners, AGM must be given 
prior written notice of any such amendments or supplements. 

 
With respect to amendments or supplements to the Trust Agreement or the Lease Agreement 

which do require the consent of the Owners, AGM’s prior written consent is required. 
 
Copies of any amendments or supplements to the Trust Agreement or the Lease Agreement 

which are consented to by AGM shall be sent to the rating agencies that have assigned a rating to the 
Certificates. 

 
Notwithstanding any other provision of the Trust Agreement or the Lease Agreement, in 

determining whether the rights of Owners will be adversely affected by any action taken pursuant to the 
terms and provisions thereof, the effect on the Owners shall be considered as if there was no Municipal 
Bond Insurance Policy. 

 
AGM shall be deemed to be the sole holder of the Certificates for the purpose of exercising any 

voting right or privilege or giving any consent or direction or taking any other action that the Owners are 
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entitled to take pursuant the provisions of the Trust Agreement pertaining to (i) defaults and remedies 
and (ii) the duties and obligations of the Trustee. 

 
AGM as Third Party Beneficiary. To the extent that the Trust Agreement or the Lease Agreement 

confer upon or give or grant to AGM any right, remedy or claim under or by reason of the Trust 
Agreement or the Lease Agreement, AGM is explicitly recognized as being a third party beneficiary 
under the Trust Agreement and may enforce any such right, remedy or claim conferred, given or granted 
under the Trust Agreement. 

 
Control Rights. AGM shall be deemed to be the Owner of all of the Certificates for purposes of (i) 

exercising all remedies and directing the Trustee to take actions or for any other purposes following an 
Event of Default, and (ii) granting any consent, direction or approval (including with respect to 
amendments under the Trust Agreement) or taking any action permitted by or required under the Trust 
Agreement or the Lease Agreement, as the case may be, to be granted or taken by the Owners of such 
Certificates. 

 
Anything in the Trust Agreement or the Lease Agreement to the contrary notwithstanding, upon 

the occurrence and continuance of an Event of Default, AGM shall be entitled to control and direct the 
enforcement of all rights and remedies granted to the Owners or the Trustee for the benefit of the 
Owners. 

 
The rights granted to AGM under the Lease Agreement, the Assignment Agreement and/or the 

Trust Agreement to request, consent to or direct any action are rights granted to AGM in consideration of 
its issuance of the Municipal Bond Insurance Policy. Any exercise by AGM of such rights is merely an 
exercise of AGM’s contractual rights and shall not be construed or deemed to be taken for the benefit, or 
on behalf, of the Owners and such action does not evidence any position of AGM, affirmative or negative, 
as to whether the consent of the Owners or any other person is required in addition to the consent of 
AGM. 

 
Consent Rights of AGM. Any provision of the Trust Agreement or the Lease Agreement expressly 

recognizing or granting rights in or to AGM may not be amended in any manner that affect the rights of 
AGM thereunder without the prior written consent of AGM. 

 
Wherever the Trust Agreement or the Lease Agreement require the consent of Owners, AGM’s 

consent shall also be required. 
 
Any reorganization or liquidation plan with respect to the District must be acceptable to AGM. In 

the event of any reorganization or liquidation, AGM shall have the right to vote on behalf of all Owners 
who hold Certificates guaranteed by AGM, absent a default by AGM under the Municipal Bond 
Insurance Policy. 

 
The rights granted to AGM under the Trust Agreement or the Lease Agreement to request, 

consent to or direct any action are rights granted to AGM in consideration of its issuance of the Municipal 
Bond Insurance Policy, and shall not apply if AGM defaults under the Municipal Bond Insurance Policy. 
Any exercise by AGM of such rights is merely an exercise of AGM’s contractual rights and shall not be 
construed or deemed to be taken for the benefit or on behalf, of the Owners and such action does not 
evidence any position of AGM, affirmative or negative, as to whether the consent of the Owners or any 
other person is required in addition to the consent of AGM.  

 
Payment Procedure Under the Municipal Bond Insurance Policy. If, on the third Business Day prior to 

the related scheduled interest payment date or principal payment date (“Payment Date”) there is not on 
deposit with the Trustee, after making all transfers and deposits required under the Trust Agreement, 
moneys sufficient to pay the principal and interest with respect to the Certificates due on such Payment 
Date, the Trustee shall give notice to AGM and to its designated agent (if any) (the “Insurer’s Fiscal 
Agent”) by telephone or telecopy of the amount of such deficiency by 12:00 noon, New York City time, on 
such Business Day. If, on the second Business Day prior to the related Payment Date, there continues to 
be a deficiency in the amount available to pay the principal and interest with respect to the Certificates 
due on such Payment Date, the Trustee shall make a claim under the Municipal Bond Insurance Policy 
and give notice to AGM and AGM’s Fiscal Agent (if any) by telephone of the amount of such deficiency, 
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and the allocation of such deficiency between the amount required to pay interest with respect to the 
Certificates and the amount required to pay principal with respect to the Certificates, confirmed in 
writing to AGM and AGM’s Fiscal Agent by 12:00 noon, New York City time, on such second Business 
Day by filling in the form of Notice of Claim and Certificate delivered with the Municipal Bond Insurance 
Policy. 

 
The Trustee shall designate any portion of payment of principal with respect to Certificates paid 

by AGM, whether by virtue of mandatory sinking fund redemption, maturity or other advancement of 
maturity, on its books as a reduction in the principal amount of Certificates registered to the then current 
Owners, and shall issue a replacement Certificate to AGM, registered in the name of Assured Guaranty 
Municipal Corp., in a principal amount equal to the amount of principal so paid (without regard to 
authorized denominations); provided that the Trustee’s failure to so designate any payment or issue any 
replacement Certificate shall have no effect on the amount of principal or interest payable by the District 
with respect to any Certificate or the subrogation rights of AGM. 

 
The Trustee shall keep a complete and accurate record of all funds deposited by AGM into the 

Municipal Bond Insurance Policy Payments Account (defined below) and the allocation of such funds to 
payment of interest on and principal with respect to any Certificate. AGM shall have the right to inspect 
such records at reasonable times upon reasonable notice to the Trustee. 

 
Upon payment of a claim under the Municipal Bond Insurance Policy, the Trustee shall establish 

a separate special purpose trust account for the benefit of Owners referred to as the “Municipal Bond 
Insurance Policy Payments Account” and over which the Trustee shall have exclusive control and sole 
right of withdrawal. The Trustee shall receive any amount paid under the Municipal Bond Insurance 
Policy in trust on behalf of Owners and shall deposit any such amount in the Municipal Bond Insurance 
Policy Payments Account and distribute such amount only for purposes of making the payments for 
which a claim was made. Such amounts shall be disbursed by the Trustee to Owners in the same manner 
as principal and interest payments are to be made with respect to the Certificates under the sections of the 
Trust Agreement regarding payment of Certificates. It shall not be necessary for such payments to be 
made by checks or wire transfers separate from the check or wire transfer used to pay debt service with 
other funds available to make such payments. Notwithstanding anything in the Trust Agreement to the 
contrary, the District agrees to pay to AGM (i) a sum equal to the total of all amounts paid by AGM under 
the Municipal Bond Insurance Policy (the “Insurer Advances”); and (ii) interest on such Insurer Advances 
from the date paid by AGM until payment thereof in full, payable to AGM at the Late Payment Rate per 
annum (collectively, the “Insurer Reimbursement Amounts”). “Late Payment Rate” means the lesser of 
(a) the greater of (i) the per annum rate of interest, publicly announced from time to time by JPMorgan 
Chase Bank at its principal office in The City of New York, as its prime or base lending rate (any change 
in such rate of interest to be effective on the date such change is announced by JPMorgan Chase Bank) 
plus 3%, and (ii) the then applicable highest rate of interest with respect to the Certificates; and (b) the 
maximum rate permissible under applicable usury or similar laws limiting interest rates. The Late 
Payment Rate shall be computed on the basis of the actual number of days elapsed over a year of 360 
days. The District covenants and agrees that AGM Reimbursement Amounts are secured on a parity with 
amounts due under the Lease Agreement. 

 
Funds held in the Municipal Bond Insurance Policy Payments Account shall not be invested by 

the Trustee and may not be applied to satisfy any costs, expenses or liabilities of the Trustee. Any funds 
remaining in the Municipal Bond Insurance Policy Payments Account following a Payment Date shall 
promptly be remitted to AGM. 

 
AGM shall, to the extent it makes any payment of principal or interest with respect to the 

Certificates, become subrogated to the rights of the recipients of such payments in accordance with the 
terms of the Municipal Bond Insurance Policy. Each obligation of the District to AGM under the Lease 
Agreement or the Trust Agreement shall survive discharge or termination of the Lease Agreement or the 
Trust Agreement. 

 
The District shall pay or reimburse AGM any and all charges, fees, costs and expenses that AGM 

may reasonably pay or incur in connection with (i) the administration, enforcement, defense or 
preservation of any rights or security in the Lease Agreement, the Assignment Agreement or the Trust 
Agreement; (ii) the pursuit of any remedies under the Lease Agreement, the Assignment Agreement or 
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the Trust Agreement or otherwise afforded by law or equity; (iii) any amendment, waiver or other action 
with respect to, or related to, the Lease Agreement, the Assignment Agreement or the Trust Agreement 
whether or not executed or completed; or (iv) any litigation or other dispute in connection with the Lease 
Agreement, the Assignment Agreement or the Trust Agreement or the transactions contemplated 
thereby, other than costs resulting from the failure of AGM to honor its obligations under the Municipal 
Bond Insurance Policy. AGM reserves the right to charge a reasonable fee as a condition to executing any 
amendment, waiver or consent proposed in respect of the Lease Agreement, the Assignment Agreement 
or the Trust Agreement. 

 
After payment of reasonable expenses of the Trustee, the application of funds realized upon 

default shall be applied to the payment of expenses of the District or rebate only after the payment of past 
due and current debt service on the Certificates and amounts required to restore the Reserve Fund to the 
Reserve Requirement. 

 
AGM shall be entitled to pay principal or interest with respect to the Certificates that shall 

become Due for Payment but shall be unpaid by reason of Nonpayment by the Issuer (as such terms are 
defined in the Municipal Bond Insurance Policy), whether or not AGM has received a Notice of 
Nonpayment (as such terms are defined in the Municipal Bond Insurance Policy) or a claim upon the 
Municipal Bond Insurance Policy. 
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R. J. RICCJARDL INC. 
CERTIFIED PUBLIC ACCOUNTANTS 

INDEPENDENT AUDITORS' REPORT 

Board of Directors 
Pleasant Hill Recreation and Park District 
Pleasant Hill, California 

\Ve have audited the accompanying basic financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Pleasant Hill Recreation and Park District as of and for the fiscal year ended 
June 30, 2012. These basic financial statements are the responsibility of Pleasant Hill Recreation and Park District's 
management. Our responsibility is to express an opinion on these basic financial statements based on our audit. 

\Ve conducted our audit in accordance with U.S. generally accepted auditing standards and the State Controller's 
Minimum Audit Requirements for California Special Districts. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the basic financial statements are free of material misstatement. 
An audit includes consideration of internal control over fmancial reporting as a basis for designing audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
Pleasant Hill Recreation and Park District's internal control over fmancial reporting. Accordingly, we express no such 
opinion. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the basic 
fmancial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall basic fmancial statement presentation. \Ve believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the basic fmancial statements referred to above present fairly, in all material respects, the fmancial 
position of the governmental activities, each major fund, and the aggregate remaining fund information of Pleasant 
Hill Recreation and Park District as of June 30, 2012, and the results of its operations for the fiscal year then ended in 
conformity with U.S. generally accepted accounting principles, as well as accounting systems prescribed by the State 
Controller's office and state regulations governing special districts. 

Accounting principles generally accepted in the United States of America require that the management's discussion 
and analysis (page 3-7) and the required supplementary information (page 31 ), as listed in the table of contents, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic fmancial 
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part of 
financial reporting for placing the basic fmancial statements in an appropriate operational, economic, or historical 
context. We have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency with management's 
responses to our inquiries, the basic fmancial statements, and other knowledge we obtained during our audit of the 
basic fmancial statements. We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. 

San Rafael, California 
November 2, 2012 

1000 FOURTH STREET, SUITE 400 

~9, 1<Jccfar~d~ 9nc. 
R.J. Ricciardi, Inc. 
Certified Public Accountants 
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Pleasant Hill Recreation and Park District 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

For the Year Ended June 30, 2012 

Pleasant Hill Recreation and Park District's (the "District") Management's Discussion and Analysis (MD&A) is 
designed to (a) assist the reader in focusing on significant financial issues, (b) provide an overview of the District's 
fmancial activity, (c) identify changes in the District's financial position (its ability to address the next and subsequent 
year challenges), and (d) identify individual fund issues or concerns. 

Since the MD&A is designed to focus on the current year's activities, resulting changes and currently known facts, 
please read it in conjunction with the District's basic fmancial statements. 

OVERVIEW OF FINANCIAL STATEMENTS 

This annual report consists of three parts: management's discussion and analysis (this section), the basic financial 
statements and required supplementary information. The basic financial statements include two kinds of statements 
that present different views of the District. 

The first two statements are government-wide financial statements that provide both short-term and long-term 
information about the District's overall fmancial status. 

The remaining statements are fund financial statements that focus on individual parts of the District, reporting the 
District's operation in more detail than the government-wide statements. 

The fund financial statements are composed of: 

• Governmental fund statements which tell how basic services were financed in the short term, as well as what 
remains for future spending. 

The Statement of Net Assets and the Statement of Activities 

The Statement of Net Assets and Statement of Activities report information about the District as a whole and about 
its activities. These statements include all assets and liabilities of the District using the accrual basis of accounting, 
which is similar to the accounting used by private-sector companies. All of the current year's revenues and expenses 
are taken into account regardless of when cash is received or paid. 

These two statements report the District's net assets as well as changes to those net assets. Net assets are the 
difference between assets and liabilities, which is one way to measure the District's financial health, or financial 
position. Over time, increases or decreases in the District's net assets are one indicator of whether its financial health 
is improving or deteriorating. To assess the overall health of the District, you need to consider additional non
financial factors including the condition of the District's buildings and other facilities. 

REPORTING THE DISTRICT,S MOST SIGNIFICANT FUNDS 

Fund Financial Statement 

The fund financial statements provide more detailed information about the District's most significant funds; not the 
District as a whole. Funds are accounting devices for District use to keep track of specific sources of funding and 
spending on particular programs: 

• Some funds are required by law and covenants. 

• The District establishes other funds to control and manage money for particular purposes or to show that 
certain revenues have been properly used. 
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Pleasant Hill Recreation and Park District 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

For the Year Ended June 30,2012 

Governmental Funds 

The District's basic services are reported in governmental funds, which generally focus on how money flows into and 
out of those funds and the balances left at year end that are available for spending. These funds are reported using an 
accounting method called modified accrual accounting, which measures cash, and all other financial assets that can 
readily be converted to cash. The governmental fund statements provide a detailed short-term view of fund 
information, which helps determine whether there are more or fewer financial resources that can be spent in the near 
future to ftnance the District's programs. Because this information does not encompass the additional long-term focus 
of the government-wide statements, we provide additional information at the bottom of the governmental fund 
statements that explains the relationship (or differences) between them. 

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE 

The following table summarizes the District's net assets as of June 30, 

Table 1 
Net Assets 

2012 2011 

Assets: 
Current and other assets $ 20,316,104 $ 20,618,588 

Capital assets 21 687 444 12,292,103 

Total assets 42,003,548 32 910 691 

Liabilities: 
Other liabilities 2,648,137 2,143,704 
Long-term liabilities 30 661 696 22,371,272 

Total liabilities 33,309.833 24.514,976 

Net Assets: 
Invested in capital assets, net of related debt (8,696,666) (10,080,950) 
Restricted 17,537,357 18,748,378 
Unrestricted (146,976) (271,713) 

Total net assets $ 8 693 :Z15 $ 8 395,715 

The District's net assets were $8,693,715 for the fiscal year ended June 30, 2012. Of this amount, $(146,976) was 
unrestricted. Restricted net assets are reported separately to show legal constraints from debt covenants and enabling 
legislation that limit the board's ability to use those net assets for day-to-day operations. 
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Pleasant Hill Recreation and Park District 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

For the Year Ended June 30,2012 

The following table summarizes the District's change in net assets for the year ended June 30, 

Expenses 
Recreation and parks 
Interest expense 

Total expenses 

Revenues 
Program revenues: 
Charges for services 

Total program revenues 

General revenues 
Property taxes 
Interest and other income 

Total general revenues 

Total revenue 

Change in net assets 

Government Activities 

Table 2 
Changes in Net Assets 

$ 

$ 

2012 

5,860,413 
1 044 636 
6 905 049 

2,402,649 
2,402,649 

4,735,543 
64854 

4 800 397 

7 203 046 

297_,927 

$ 

$ 

2011 

6,059,188 
1274 977 
7 334165 

2,554,626 
2,554,626 

4,515,360 
93 897 

4 609 257 

7163 883 

,170 282) 

For the 2012 fiscal year, the total District revenues were $7,203,046 and the total District expenses were $6,905,049. 
The difference of $297,997 is the change in net assets bringing the total net assets to $8,693,715 on June 30, 2012. The 
main sources of revenue for the District are charges for services and property taxes. The cost of all governmental 
activities was $6,905,049 this year. District taxpayers ultimately financed $4,735,543 for these activities through local 
taxes and assessments. The increase in property tax revenues and interest expense are due to the Measure E property 
tax and related debt service. 

Capital Assets 

At June 30, 2012, the District had $21,687,444 in a broad range of capital assets, including land, buildings and 
furniture and equipment. The District uses $5,000 as its capitalization threshold. 

Land 
Construction in progress 
Land and park improvement 
Building and structure 
Swimming pool 
Furniture and equipment 
Accumulated depreciation 

Net capital assets 

Table 3 
Capital Assets at Year End 

$ 

$ 
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2012 
6,638,913 

12,041,139 
5,647,363 
1,899,097 
1,585,804 

940,849 
(7,065.721) 
21 687.444 

$ 

$ 

2011 
6,638,913 
2,140,184 
5,647,363 
3,642,010 
1,573,336 

940,849 
(8,290.552) 
12.292103 



Debt Administration 

Pleasant Hill Recreation and Park District 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

For the Year Ended June 30, 2012 

The District made all scheduled repayments of existing debt. Each of the District's debt issues is discussed in detail in 
Note 4 to the basic financial statements. As of June 30, 2012, the District's debt comprised: 

General Obligation Bond- Measure E 
Certificates of Participation 

Total 

General Fund Budgetary Highlights 

$ 

$ 

28,000,000 
2 305 000 

30 305 000 

The Pleasant Hill Recreation and Park District Board of Directors met on a number of occasions to review and 
analyze District revenue and expenditures. The meetings generated a list of projects, needed repairs to District 
facilities, and future program ideas. The Board agreed upon the following as District priorities and directed the 
General Manager to incorporate the priorities into FY 2011-2012 budget: 

1. Employees - The Board of Directors listed the District Staff as the number one priority. The Board 
recognized the efforts and extra efforts of staff during the challenging times now facing the District. The 
Board acknowledges that the staff has not received a salary increase for two years and agreed to a 1% 
cost-of-living increase for this fiscal year. 

2. Increased Efforts in Marketing, Promotions, and District Website- The Board of Directors emphasized 
the importance of marketing District programs and directed staff to investigate new ways to promote the 
District. The Board agreed to add $15,000 to the Communications budget for this next fiscal year. 

3. Establishment of the Land and Facility Fund- The Board agreed to add a line item to the Budget for the 
establishment of a fund to use for parks and facility repairs. The Board agreed to designate $59,000 for 
the Land & Facility Fund and include $1 per registration for dus designated fund. 

4. Update the Master Plan- The Board agreed to update the master plan due to the changes that have taken 
place since the last plan was completed in 2004. The Board agreed to add $25,000 to Professional 
Services to retain the services of a consultant to update the District's Master Plan. 

Other budget items that are new for this fiscal year include: the addition of fundraising activities for both revenue and 
expenditures for furniture and equipment for the Senior Center, Teen Center, and Community Center; the addition of 
separate budget accounts for Rodgers Ranch and the Teen Program; and the installation of the Bocce Courts and 
Horseshoe Pits at Pleasant Hill Park using Parkland Dedication Funds. 

Personnel and employee issues include the addition of a full-time Sports/Park Maintenance position; the addition of a 
two-tiered benefit program for new hires after July 1, 2011; and salary and benefit concessions from full-time 
employees. Full-time employee concessions include: contributing 1.5% to their retirement portion, contributing 5% 
to their premium costs for health insurance coverage, paying higher co-pay amounts for hospital visits and 
medications, and taking two mandatory furlough days. All part-time employees had their participation in the 
retirement program increased from 3.75% to a 5% contribution. This change went into effect on July 1, 2011. 

This budget reflects the lack of Senior Center and Community Center facilities to house programs resulting in District 
programs being held at the Winslow Center and other sites throughout the District. The District very much 
appreciates the use of: St. Andrews Presbyterian Church, Hillcrest Congregational Church, Faith Lutheran Church, 
Chateau Living Communities, Aegis Assisted Living, the City of Pleasant Hill, Pacheco Community Center, Village 
Music School, VF\V' Building, Rodgers Ranch, and Mt. Diablo Unified School District school sites. The new senior 
and Teen Centers will be opened in the fall of 2012 and the new Community Center will start construction in the 
spring of 2013. 
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Pleasant Hill Recreation and Park District 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

For the Year Ended June 30, 2012 

The budget remains extremely tight, however, the District was able to end the fiscal year on a positive balance bucking 
the trend from the last couple of fiscal years. 

Contacting the District Financial Management 

This financial report is designed to provide citizens, taxpayers, investors and creditors with a general overview of the 
District's finances and to show the District's accountability for the money it receives. If you have any questions 
regarding this report or need additional financial information, contact the General Manager, Pleasant Hill Recreation 
and Park District, 147 Gregory Lane, Pleasant Hill, California 94523. 
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ASSETS: 

Pleasant Hill Recreation and Park District 

STATEMENT OF NET ASSETS 

June 30, 2012 

Cash and investments 

Restricted cash 

Accounts receivable 

Prepaid items 

Bond issuance costs, net 

Non-depreciable capital assets 

Depreciable capital assets, net 

Total assets 

LIABILITIES: 

Accounts payable 

Accrual payroll 

Deferred revenue 

Accrued interest 

Other liabilities 

Long-term liabilities: 

Due within one year: 

Certificate of participation payable 

General obligation bonds 

Due after one year: 

Measure E general obligation bond 

Measure E general obligation bond premium 

Certificate of participation payable 

Compensated absences 

Total due after one year 

Total liabilities 

NET ASSETS: 

Invested in capital assets, net of related debt 

Restricted for: 

Debt service 

Measure E 

Unrestricted 

Total net assets 

$ 631,190 

18,459,617 

387,562 

6,611 

831,124 

18,680,052 

3,007,392 

42,003,548 

1,033,105 

2,618 

409,403 

399,978 

13,033 

90,000 

700,000 

27,300,000 

910,234 

2,215,000 

236,462 

30,661,696 

33,309,833 

(8,696,666) 

1,344,897 

16,192,460 

(146,976) 

$ 8,693,715 

The accompanying notes are an integral part of these financial statements 
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FunctionsLPrograms 

Governmental Activities: 

Administration 

Recreation 

Senior citizens 

Winslow center 

Community center rental 

Adult activities 

Athletics & teens 

Preschool, youth, & special 

Child care 

Aquatics 

Communications 

Parks 

Maintenance 

Interest and fees 

Total Governmental Activities 

General revenues: 

Taxes 

Use of money 

Total general revenues 

Change in net assets 

Net assets beginning of period 

Net assets ending of period 

Pleasant Hill Recreation and Park District 

STATEMENT OF ACTIVITIES 

For the year ended June 30, 2012 

Program Revenues 

Operating Capital 

Charges for Grants and Grants and 

ExEenses Services Contributions Contributions 

$ 423,517 $ 273,390 $ - $ -

408,853 

551,985 277,374 

101,525 37,774 

635,255 (66) 

222,838 182,813 

606,717 543,595 

398,888 442,926 

292,599 306,697 

661,691 338,146 

227,558 

1,253,039 

75,948 

1,044,636 

$ 6,905,049 $ 2,402,649 $ - $ 

The accompanying notes are an integral part of these financial statements 
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Net (Expense) 

Revenue and 

Changes in 

Net Assets 

Total 

Governmental 

Activities 

$ (150,127) 

(408,853) 

(274,611) 

(63,751) 

(635,321) 

(40,025) 

(63,122) 

44,038 

14,098 

(323,545) 

(227,558) 

(1,253,039) 

(75,948) 

{1,044,636) 

(4,502,400) 

4,735,543 
64,854 

4,800,397 

297,997 

8,395,718 

$ 8,693,715 



Pleasant Hill Recreation and Park District 

GOVERNMENTAL FUNDS 

BALANCE SHEET 

June 30, 2012 

Measure E Other Total 

Landscape Measure E Debt Governmental Governmental 
General Fund Project Fund Service Fund Funds Funds 

ASSETS 

Cash and investments $ - $ 169,082 $ - $ - $ 462,108 $ 631,190 

Restricted cash 215,189 17,114,720 1,129,708 18,459,617 

Accounts receivable 387,562 387,562 

Due from other funds 906,746 537,393 44,317 1,488,456 

Prepaid items 6,611 6,611 

Total assets $ 1,516,108 $ 706,475 $ 17,114,720 $ 1,129,708 $ 506,425 $ 20,973,436 

LIABILITIES 

Accounts payable $ 345,062 $ - $ 687,681 $ - $ 362 $ 1,033,105 

Accrued payroll 2,618 2,618 

Deferred revenue 409,403 409,403 

Due to other funds 560,257 649,497 234,579 44,123 1,488,456 

Other liabilities 13,033 13,033 

Total liabilities 1,330,373 649,497 922,260 44,485 2,946,615 

FUND BALANCES 

Restricted 215,189 16,192,460 1,129,708 17,537,357 

Nonspendable for prepaid items 6,611 6,611 

Assigned for: 

Project funding 100,000 108,854 208,854 

Special revenue funds 56,978 353,086 410,064 

Unassigned (136,065) (136,065) 

Total fund balances 185,735 56,978 16,192,460 1,129,708 461,940 18,026,821 

Total liabilities and fund balances $ 1,516,108 $ 706,475 $ 17,114,720 $ 1,129,708 $ 506,425 $ 20,973,436 

The accompanying notes are an integral part of these financial statements 

- 10-



Pleasant Hill Recreation and Park District 

Reconciliation of the 

GOVERNMENTALFUNDS-BALANCESHEET 

with the Governmental Activities 

STATEMENT OF NET ASSETS 

For the year ended June 30, 2012 

TOTALFUNDBALANCES-TOTALGOVERNMENTALFUNDS 

Amounts reported for Governmental Activities in the Statement of 

Net Assets are different from those reported in the Governmental 

Funds above because of the following: 

CAPITAL ASSETS 

Capital Assets used in Governmental Activities are not current assets 

or financial resources and therefore are not reported in the 

Governmental Funds. 

LONG TERM ASSETS AND LIABILITIES 

The assets and liabilities below are not due and payable in the current 

period and therefore are not reported in the Funds: 

Accrued interest payable 

2000 Certificate of Participation 

1998 Certificate of Participation 

Measure E General Obligation Bond 

Measure E bond premium 

Measure E issuance cost, net 

Non-current portion of compensated absences 

NET ASSETS OF GOVERNMENTAL ACTNITIES 

$ 18,026,821 

21,687,444 

(399,978) 

(1,000,000) 

(1,305,000) 

(28, 000 '000) 
(910,234) 

831,124 

(236,462) 

$ 8,693,715 

The accompanying notes are an integral part of these financial statements 
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Pleasant Hill Recreation and Park District 

GOVERNMENTAL FUNDS 

STATEMENT OF REVENUES, 

EXPENDITURES AND CHANGES IN FUND BALANCES 

For the year ended June 30, 2012 

Measure E Other Total 

Landscape Measure E Debt Governmental Governmental 

General Fund Project Fund Service Fund Funds Funds 

Revenues: 

Property taxes s 3,216,664 s - s - s 1,470,763 s 48,116 s 4,735,543 

Non-recreation 273,390 273,390 

Senior citizens 277,374 277,374 

Winslow center 37,774 37,774 

Community center rental (66) (66) 

Adult activities 182,813 182,813 

Athletics & teens 543,595 543,595 

Preschool, youth, & special 442,926 442,926 

Child care 306,697 306,697 

1\quatics 338,146 338,146 

Interest 4,583 58,898 1,373 64,854 

Total revenues 5,623,896 58,898 1,470,763 49,489 7,203,046 

Expenditures: 
Administration 376,444 376,444 

Recreation 325,608 325,608 

Senior citizens 504,912 504,912 

Winslow center 54,452 54,452 

Community center rental 476,673 476,673 

Adult activities 175,765 175,765 

Athletics & teens 559,644 559,644 

Preschool, youth, & special 351,815 351,815 

Child care 245,526 245,526 

Aquatics 614,618 614,618 

Communications 180,485 180,485 

Parks 1,205,966 1,205,966 

Maintenance 28,875 28,875 

Capital outlay 193,141 9,925,657 10,118,798 

Debt service: 

Bond issuance costs 387,848 387,848 

Interest 133,611 911,025 1,044,636 

Principal 110,000 110,000 

Total expenditures 5,508,660 10,313,505 911,025 28,875 16,762,065 

Excess (deficit) of revenues 
over (under) expenditures 115,236 {10,254,607) 559,738 20,614 {9,559,019) 

Other Financing Sources (Uses): 

Issuance of debt 8,000,000 8,000,000 

Debt premium 483,848 483,848 

Transfers in 96,000 59,000 155,000 
Transfers out {59,000) {96,000) {155,000) 

Total Other Financing Sources (Uses) {59,000) 8,387,848 96,000 59,000 8,483,848 

Net change in Fund Balances 56,236 {1,866,759) 655,738 79,614 {1,075,171) 

Fund balances, beginning of period 129,499 56,978 18,059,219 473,970 382,326 19,101,992 

Fund balances, end of period s 185,735 s 56,978 s 16,192,460 s 1,129,708 s 461,940 s 18,026,821 

The accompanying notes are an integral part of these financial statements 
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Pleasant Hill Recreation and Park District 

RECONCILIATION OF THE NET CHANGE IN FUND BALANCES

TOTAL GOVERNMENTAL FUNDS 

with the 

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES 

For the year ended June 30, 2012 

Total net change in fund balances- governmental funds 

CAPITAL ASSETS TRANSACTIONS 

Governmental Funds report capital oudays as expenditures. However, in the 

Statement of Activities the cost of those assets is capitalized and allocated 

over their estimated useful lives and reported as depreciation expense. 

The net capital ouday expenditures are therefore added back to the fund balance 

Depreciation expense is deducted from the fund balance 

LONG-TERM DEBT PROCEEDS AND PAYMENT 

Bond proceeds provide current financial resources to governmental funds, but 

issuing debt increases long-term liabilities in the Statement of Net Assets. 

Repayment of bond principal is an expenditure in the governmental funds, but 

in the Statement of Net Assets the repayment reduces long-term liabilities. 

Repayment of debt principal is added back to the fund balance 

ACCRUAL OF NON-CURRENT ITEMS 

The amounts below included in the Statement of Activities do not provide 

(or require) the use of current financial resources and therefore are not reported 

as revenue or expenditures in the governmental funds (net change): 

Bond issuance cost amortization 

Bond premium amortization 

Accrued interest payable 

Long-term compensated absences 

Changes in net assets of governmental activities 

The accompanying notes are an integral part of these fmancial statements 
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$ (1,075,171) 

10,007,293 

(611,953) 

(8,096,000) 

110,000 

(15,285) 

15,228 

689 

(36,804) 

$ 297,997 



NOTE 1-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30, 2012 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Organization and Description 

The Pleasant Hill Recreation and Park District (the "District") was formed January 22, 1951, under the 
laws of the State of California Public Resources Division 5, Chapter 4, Section 5780. The District is 
governed by a board of five elected directors who hold regularly scheduled meetings twice a month. 

The District offers a wide variety of recreational activities for persons of all ages, from preschoolers 
through senior citizens. Some of the major activities include: a wide range of aquatic programs, varied 
cooking classes, adult and youth sports programs, dance classes, special events, excursions, fitness 
classes, special interest classes, many other types of classes and activities for one's leisure time. Along 
with these activities, the District also sponsors over fifteen special clubs and organizations, such as the 
Camera Club, Garden Club, Hiking Club, Las Juntas Artists, Tennis Club and others for public 
participation and enjoyment. 

To facilitate this wide range of recreational activities, the District has over 250 acres of park-lands 
including: thirteen park sites, three pools, a community center facility, a senior citizens' complex, a 
cultural center, and many joint efforts with the local school district at various local school sites. 

B. Reporting Entity 

The District's combined financial statements include the accounts of all its operations. The District 
evaluated whether any other entity should be included in these financial statements. The basic, but not 
the only, criterion for including a governmental department, agency, institution, commission, public 
authority, or other governmental organization in a governmental unit's reporting entity for financial 
reports is the ability of the governmental unit's elected officials to exercise oversight responsibility over 
such agencies. Oversight responsibility implies that one governmental unit is dependent on another and 
that the dependent unit should be reported as part of the other. Oversight responsibility is derived 
from the governmental unit's power and includes, but is not limited to: 

• Financial interdependency 

• Selection of governing authority 

• Designation of management 

• Ability to significantly influence operations 

• Accountability for fiscal matters 

Accordingly, for the year ended June 30, 2012, the District does not have any component units and is 
not a component unit of any other reporting entity. 

C. Accounting Principles 

The District accounts for its financial transactions in accordance with the policies and procedures 
recommended by the State of California. The accounting policies of the District conform to U.S. 
generally accepted accounting principles as prescribed by the Governmental Accounting Standards 
Board and the American Institute of Certified Public Accountants. 
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NOTE 1-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30, 2012 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

C. Accounting Principles (continued) 

(a) Government-wide and Fund Financial Statements: 

The government-wide financial statements (the statement of net assets and the statement of activities) 
report on the District as a whole. The statement of activities demonstrates the degree to which the 
direct expenses of the District's functions are offset by program revenues. Dired expenses are those that 
are clearly identifiable with the District's functions. Program revenues include charges for services, which 
are mainly from park and recreation fees. Other items not properly included among program revenues 
are reported instead as general revenues. Separate financial statements are provided for the governmental 
fund of the District (balance sheet and the statement of revenues, expenditures and changes in fund 
balances). 

(b) Measurement Focus, Basis of Accounting and Financial Statement Presentation: 

Government-wide Financial Statements 
The statement of net assets and the statement of activities are prepared using the emnomit resourtes 
measttrement focus and the aet:ntal basis if accounting. Revenues are recorded when earned and expenses are 
recorded when a liability is incurred regardless of the timing of the related cash flows. Grants and 
similar items are recognized as revenues as soon as all eligibility requirements imposed by the provider 
have been met. 

Fund Financial Statements 
Governmental fund financial statements are reported using the tttrrent flnandal resomres measurement jottts 
and the aamal basis if accounting. Revenues are recognized as soon as they are both measurable and 
available. Revenues are considered to be available when they are collectible within the current period or 
soon enough thereafter to pay liabilities of the current period. For this purpose, the District considers 
revenues to be available if they are collected within 60 days of the end of the current fiscal period. 
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. 

The District may fund programs with a combination of cost-reimbursement grants, categorical block 
grants, and general revenues. Thus, both restricted and unrestricted net assets may be available to 
finance program expenditures. The District's policy is to first apply restricted grant resources to such 
programs, followed by general revenues if necessary. 

Governmental capital asset acquisitions are reported as expenditures in governmental funds. Proceeds 
of governmental long-term debt and acquisitions under capital leases are reported as other financing 
sources. 

The emphasis of fund financial statements is on major governmental funds, each of which is displayed 
in a separate column. All remaining governmental funds are aggregated and reported as non-major 
funds in a single column, regardless of their fund type. Major funds are those that have assets, liabilities, 
revenue or expenditures equal to ten percent of their fund-type total. The General Fund is always a 
major fund. The District may also select other funds it believes should be presented as major funds. 
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NOTE 1-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30,2012 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

C. Accounting Principles (concluded) 

The government reports the following major governmental funds: 

General Fund· The General Fund is the general operating fund of the District. All financial resources, 
except those required to be accounted for in another fund, are accounted for in the General Fund. 

Landscape Fund· The Landscape Fund is used to account for the proceeds of specific revenue sources 
that are legally or otherwise restricted to expenditures for landscape purposes. 

Measure E Project Fund· The Measure E Fund is used to account for fmancial resources to be used for 
the acquisition or construction of capital facilities. 

Measure E Debt Seroice Fund· The Measure E Debt Service Fund is used to account for financial 
resources to be used to pay the annual borrowing costs of long term debt. 

Other Governmental Funds are comprised of several non-major funds that include funds for separate 
smaller landscaping districts not included in the main Lighting and Landscape Fund, funds reserved for 
specific capital acquisitions and other miscellaneous fund balances. 

(c) Use of Estimates: 

The process of preparing fmancial statements in conformity with U.S. generally accepted accounting 
principles requires the use of estimates and assumptions regarding certain types of assets, liabilities, 
revenues, and expenditures/ expenses. Such estimates primarily relate to unsettled transactions and 
events as of the date of the financial statements. Accordingly, upon settlement, actual results may differ 
from estimated amounts. 

D. Budget and Budgetary Accounting 

During the month of April, the District staff prepares an annual budget. The full Board is presented 
the budget in May to be adopted in June as a preliminary budget and as a final budget by the last 
meeting in July. The preliminary budget is published in a newspaper thirty days prior to acceptance as a 
fmal budget. 

Budget amounts in the combined fmancial statements reflect the annual budget and revisions approved 
during the year. Budgets are based upon the District's estimate of expenditures for each year and their 
proposed means of fmancing. 

Expenditures are controlled on the major object level within the Funds. Any amendments of 
appropriations are approved by the Board. Budgeted amounts are reported as amended. All 
appropriations lapse at year-end. General fund expenditures exceeded appropriations (budget) in the 
amount of$97,330. General fund revenues exceeded budgeted amounts by $18,816. 

- 16-



NOTE 1-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30, 2012 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

E. Cash and Investments 

Cash balances held in banks and in revolving funds are insured to $250,000 by the Federal Deposit 
Insurance Corporation. 

The District participates in the Contra Costa County Treasury. Contra Costa County (the County) 
pools its funds with those of other districts in the County and invests the cash. These pooled funds are 
carried at cost, which approximates market value. Interest earned is deposited quarterly into 
participating funds. Any investment losses are proportionately shared by all funds in the pool. 

The County is authorized to deposit cash and invest excess funds by California Government Code 
Section 53648 et seq. The funds maintained by the County are either secured by federal depository 
insurance or are collateralized. 

Furthermore, the County Treasurer has a written investment policy, approved by the Board of 
Supervisors, which is more restrictive than state code as to terms of maturity and type of investment. 
Also, the County has an investment committee, which performs regulatory oversight for its pool as 
required by California Government Code Section 27134. 

F. Prepaid Items 

The District has the option of reporting expenditure in governmental funds for prepaid items either 
when purchased or during the benefiting period. The District has chosen to report the expenditure 
during the benefiting period. 

G. Capital Assets 

Capital assets are those purchased or acquired with an original cost of $5,000 or more and are reported 
at historical cost or estimated historical cost. Contributed assets are reported at fair market value as of 
the date received. Additions, improvements, and other capital outlays that significantly extend the 
useful life of an asset are capitalized. The costs of normal maintenance and repairs that do not add to 
the value of the assets or materially extend the asset's lives are not capitalized, but are expensed as 
incurred. Depreciation on all capital assets is computed using a straight line basis over the following 
estimated useful lives: 

Asset Class 

Land 

Land improvements 

Building and structures 

Portable classrooms 

Kitchen equipment 

Copiers 

Musical instmments 

Vehicles 

Grounds equipment 
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NOTE 1-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30,2012 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

H. Deferred Revenue 

Cash received for federal and state special projects and programs is recognized as revenue to the extent 
that qualified expenditures have been incurred. Deferred revenue is recorded to the extent that cash 
received on specific projects and programs exceeds qualified expenditures. 

Deferred revenue consists primarily of class registration fees and senior trip funds received during the 
current year for programs or trips to be conducted subsequent to June 30, 2012. As of June 30, 2012, 
the deferred revenue balance was $409,403. 

I. Compensated Absences 

The District grants employees vacation and sick leave in varying amounts. In the event of retirement or 
termination, an employee is reimbursed at full salary rates for accumulated vacation days and at one
quarter of salary rates for sick leave days in excess of 30 days. The current portion of accumulated 
vacation and sick leave is recognized in the general fund. All compensated absences are accrued when 
incurred in the government-wide financial statements. 

As of June 30, 2012, the liability for accrued vacation, administrative and compensatory time off leave 
was $236,462. This liability is paid from funds related to the accrued personnel costs. 

J. Long-Term Obligations 

In the government-wide fmancial statements, long-term debt and other long-term obligations are 
reported as liabilities in the statement of net assets. Premiums, discounts and issuance costs are 
deferred and amortized over the life of the debt using the effective-interest method. 

In the fund financial statements, governmental funds recognize premiums, discounts and issuance costs 
during the current period. The face amount of the debt issued, premiums, or discounts are reported as 
other financing sources/uses. 

Designations for the ending fund balance indicate tentative plans for financial resource utilization in a 
future period. 

K. Restricted Cash 

Restricted cash represents assets either held by bond trustees or the District, which are governed by a 
trust indenture specifying their uses. These assets all relate to various debt issuances. 

L. Revenue Limit/Property Tax 

The County is responsible for assessing, collecting, and apportioning property taxes on behalf of the 
District. Taxes are levied for each fiscal year on taxable real and personal property in the County. The 
levy is based on the assessed values as of the preceding January 1, which is also the lien date. Property 
taxes on the secured roll are due on November 1 and February 1, and taxes become delinquent after 
December 10 and April10, respectively. Property taxes on the unsecured roll are due on January 1 and 
become delinquent if unpaid by August 31. 
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NOTE 1-

NOTE2-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30, 2012 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded) 

L. Revenue Limit/Property Tax (concluded) 

The County apportions secured property tax revenue in accordance with the alternate method of 
distribution prescribed by Section 4705 of the California Revenue and Taxation Code. This alternate 
method provides for crediting each applicable fund with its total secured taxes upon completion of the 
secured tax roll- approximately October 1 of each year. 

M. Interfund Transactions 

Interfund transactions are reported as loans, services provided, reimbursements, or transfers. Loans are 
reported as interfund receivables and payables, as appropriate, and are subject to elimination upon 
consolidation. Services provided, deemed to be at market or near market rates, are treated as revenues 
and expenditures/ expenses. Reimbursements occur when a fund incurs a cost, charges the appropriate 
benefiting fund, and reduces its related cost as a reimbursement. 

All other interfund transactions are treated as transfers. Transfers among governmental funds are 
netted as part of the reconciliation to the government-wide financial statements. 

CASH AND INVESTMENTS 

Cash balances from all funds are combined and invested to the extent possible pursuant to the District 
Board Approved Investment Policy and Guidelines and State Government Code. Cash on deposit as of 
June 30,2012, amounted to $19,090,807 and was deposited in the following depositories: 

Carrying Market Investment 

Deeosits and Investments Amount Value Risk 

Cash in County Treasury $ (805,745) $ (805,745) AA 

Cashin bank 208,458 208,458 N/A 

Cash with fiscal agent (restricted) 1,344,896 1,344,896 N/A 

Investment in LAIF 1,228,478 1,228,478 Not Rated 

Investment in LAIF (restricted) 17,114,720 17,114,720 Not Rated 

Total cash and investments $ 19.090 807 $ 19.090 807 

A. Custodial Credit Risk 

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository fmancial 
institution, a government will not be able to recover its deposits or will not be able to recover collateral 
securities that are in the possession of an outside party. The custodial credit risk for deposits and 
investments is the risk that, in the event of the failure of the counterparty (e.g., broker-dealer) to a 
transaction, a government will not be able to recover the value of its investment or collateral securities 
that are in the possession of another party. 

California Law requires banks and savings and loan associations to pledge government securities with a 
market value of 110% of the District's cash on deposit or first trust deed mortgage notes with a value 
of 150% of the deposit as collateral for these deposits. Under California Law, this collateral is held in 
the District's name and places the District ahead of general creditors of the institution. 
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NOTE2-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30, 2012 

CASH AND INVESTMENTS (concluded) 

B. Investments 

The District's investments are carried at fair value instead of cost, as required by U.S. generally 
accepted accounting principles. The District adjusts the carrying value of its investments to reflect their 
fair value at each fiscal year end if material, and it includes the effects of these adjustments in income 
for that fiscal year. 

The District places certain funds with the State of California's Local Agency Investment Fund (LAIF). 
The District is a voluntary participant in LAIF, which is regulated by California Government Code 
Section 16429 under the oversight of the Treasurer of the State of California and the Pooled Money 
Investment Board. The State Treasurer's office pools these funds with those of other governmental 
agencies in the state and invests the cash. The fair value of the District's investment in this pool is 
reported in the accompanying financial statements based upon the District's pro-rata share of the fair 
value provided by LAIF for the entire LAIF portfolio (in relation to the amortized cost of that 
portfolio). 

The management of the State of California Pooled Money Investment Account has indicated to the 
District that as of June 30, 2012 the carrying amount of the pool was $60,502,186,417 and the 
estimated market value of the pool (including accrued interest) was $66,515,727,874. The District's 
proportionate share of that value is $18,343,198. Included in LAIF's investment portfolio are certain 
derivative securities or similar products in the form of structured notes, totaling $800,000,000 and 
asset-backed securities totaling $1,297,405,000. LAIF's (and the District's) exposure to risk (credit, 
market or legal) is not currently available. 

The monies held in the pooled investment funds are not subject to categorization by risk category. The 
balance available for withdrawal is based on the accounting records maintained by LAIF, which are 
recorded on the amortized cost basis. Funds are accessible and transferable to the master account with 
twenty-four hours notice. Financial statements for LAIF can be obtained from the California State 
Treasurer's Office: State Treasurer's Office, 915 Capitol Mall, Suite 110, Sacramento, CA 95814. 

C. Restricted and Designated Cash and Equivalents 

The District segregates certain cash and equivalents that have legal or Board of Directors' designated 
restrictions as to their uses. The District is required under the terms of certain long-term debt 
covenants to segregate and maintain $1,344,896 restricted for debt service and $17,114,720 restricted 
for Measure E capital projects as of June 30, 2012. 
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NOTE3-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30,2012 

CAPITAL ASSETS 

An analysis of ftxed assets at June 30,2012, is as follows: 

Balance 
Governmental Activities 6/30/11 Increase 
Capital assets, not being depreciated: 

Land $ 6,638,913 $ 
Construc::tion in progress 2,140,184 9,997,353 
Total capital assets, 

not being depredated 8 779 097 9,997,353 

Capital assets, being depreciated: 

Land and park improvements 5,647,363 
Building and structure 3,642,010 93,871 
Swimming pool 1,573,336 12,468 
Furniture and equipment 940 849 

Total capital assets, 
being depreciated 11.803,558 106,339 

Less accumulated depredation for: 

Land and park improvements (4,481,024) (103,889) 
Building and structure (2,260,632) (418,208) 
Swimming pool (784,103) (30,415) 
Furniture and equipment (764,793) (59,441) 

Total accumulated depredation (8,290,552) (611.953) 

Total capital assets being 
depreciated- net 3,513,006 (505,614) 

Capital assets - net $ 12 292103 $ 9.491 739 

Depredation allocation: 
Administration 
Recreation 
Senior citizens 
Winslow Center 
Community center rental 
Adult activities 
Athletic and teens 
Preschool and youth 
Child care 
Aquatics 
Communications 
Parks 
Maintenance 

Total depreciation expense 

- 21-

Balance 
Decrease 6/30/12 

$ $ 6,638,913 

96 398 12,041,139 

96 398 18,680,052 

5,647,363 

1,836,784 1,899,097 

1,585,804 

940 849 

1,836,784 10,073,113 

(4,584,913) 

(1,836,784) (842,056) 

(814,518) 

(824,234) 

(1.836,784) (7,065,721) 

3,007,392 

$ 96 398 $21 687 444 

$ 47,073 
47,073 
47,073 
47,073 
47,077 
47,073 
47,073 
47,073 
47,073 
47,073 
47,073 
47,073 
47 073 

$ 611 953 



Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30, 2012 

NOTE4- LONG-TERMDEBT 

A. Change in Long-Term Debt 

The following is a summary of changes in long-term debt as of June 30, 2012: 

Certificates 
of Participation 

General obligation 

Issuance/premiums, net 

Loan payable 

Loan payable 

Compensated absences 

Total 

June 30, 
2011 Additions Retirements 

June 30, 
2012 Current 

$ 2,390,000 $ 

20,000,000 

(16,947) 

25,000 

199 658 

8,000,000 

(62,163) 

36 804 
$ 22 597 711 $ 7 974.641 

$ 

$ 

85,000 $ 2,305,000 $ 90,000 

28,000,000 

(79,110) 
25,000 

236.462 
110 000 $ 30 462 352 

700,000 

$ 790 000 

B. Certificates of Participation ("COP") 

1998 COP 
The District issued certifications of participation in January of 1998 to fmance the acquisition of 
Pleasant Oaks Park. The total amount of the issue was $1,895,000 with an average interest rate of 
5.56%. The certificates mature through 2027 as follows: 

Year EndingJune 30 

2013 
2014 

2015 

2016 

2017 
2018 

2019 

2020 
2021 

2022 

2023 

2024 

2025 

2026 

2027 

Total Debt Service 

$ 

$ 

-22-

Principal 

60,000 $ 

60,000 

65,000 

70,000 
70,000 

75,000 
80,000 

85,000 

90,000 

95,000 

100,000 

105,000 

110,000 

115,000 

125 000 
1 305 000 $ 

Interest Debt Service 

73,215 $ 133,215 

69,885 129,885 

66,555 131,555 

62,948 132,948 

59,063 129,063 
55,125 130,125 
50,906 130,906 

46,406 131,406 

41,625 131,625 

36,563 131,563 

31,219 131,219 

25,594 130,594 

19,688 129,688 

13,500 128,500 

7 031 132 031 

659 323 ~$=~1~.9,g,64~3~2g3 



NOTE4-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30,2012 

LONG-TERM DEBT (continued) 

B. Certificates of Participation ("COP") (concluded) 

2000 COP 
The District entered into a purchase agreement with the City of Pleasant Hill for 2.25 acres of land 
beneath and surrounding the community center. The purchase price was $953,000, including a 
promissory note in the amount of $650,000. The note was refinanced in May 2000 with Certificates of 
Participation in the amount of $1,285,000. The additional money was used for repairs and upgrades to 
the community center. The note will be amortized over 30 years at a simple interest rate of 5.80% with 
monthly installments commencing May 1, 2000. 

Annual principal and interest amount through 2030 are as follows: 

Year Ending June 30 Principal Interest Debt Service 

2013 $ 30,000 $ 57,130 $ 87,130 
2014 35,000 55,245 90,245 
2015 35,000 53,215 88,215 
2016 40,000 51,040 91,040 
2017 40,000 48,720 88,720 
2018 45,000 46,255 91,255 
2019 45,000 43,645 88,645 
2020 50,000 40,890 90,890 
2021 50,000 37,990 87,990 
2022 55,000 34,945 89,945 
2023 60,000 31,610 91,610 
2024 60,000 28,130 88,130 
2025 65,000 24,505 89,505 
2026 70,000 20,590 90,590 
2027 75,000 16,385 91,385 
2028 80,000 11,890 91,890 
2029 80,000 7,250 87,250 
2030 85 000 2465 87 465 

Total Debt Service $ 1 000 000 $ 611 900 $ 1 611 900 

c. Measure E General Obligation Bond 

The District issued general obligation bonds in August of 2009 to finance the acquisition, expansion 
and improvement of District facilities. Measure E was authorized by an election of registered voters of 
the District. The total amount of the issue was $20,000,000 with an average interest rate of 4.78%. 

- 23-



NOTE4-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30,2012 

LONG-TERM DEBT (continued) 

c. Measure E General Obligation Bond (continued) 

The Series A certificates mature through 2041 as follows: 

Year Ending 
June 30 PrinciEal 

2013 $ 575,000 $ 
2014 180,000 
2015 405,000 
2016 420,000 
2017 435,000 
2018 445,000 
2019 460,000 
2020 475,000 
2021 490,000 
2022 505,000 
2023 525,000 
2024 550,000 
2025 570,000 
2026 595,000 
2027 625,000 
2028 655,000 
2029 685,000 
2030 720,000 
2031 755,000 
2032 795,000 
2033 830,000 
2034 870,000 
2035 915,000 
2036 960,000 
2037 1,005,000 
2038 1,055,000 
2039 1,110,000 
2040 1,165,000 
2041 1,225,000 

Interest 
911,025 
888,025 
880,825 
864,625 
852,025 
838,975 
825,625 
811,825 
795,200 
778,050 
757,850 
736,850 
714,850 
692,050 
662,300 
631,050 
598,300 
564,050 
528,050 
490,300 
452,935 
413,510 
371,750 
326,000 
278,000 
227,750 
175,000 
119,500 

61,250 
Total $ 20 000 QOO ~ 17 247,545 
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Total 
$ 1,486,025 

1,068,025 
1,285,825 
1,284,625 
1,287,025 
1,283,975 
1,285,625 
1,286,825 
1,285,200 
1,283,050 
1,282,850 
1,286,850 
1,284,850 
1,287,050 
1,287,300 
1,286,050 
1,283,300 
1,284,050 
1,283,050 
1,285,300 
1,282,935 
1,283,510 
1,286,750 
1,286,000 
1,283,000 
1,282,750 
1,285,000 
1,284,500 
1,286,250 

~ 37_ 247 545 



NOTE4-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30,2012 

LONG-TERM DEBT (concluded) 

c. Measure E General Obligation Bond (concluded) 

The Series B certificates mature through 2042 as follows: 

Year Ending 
June 30 PrinciEal 

2013 $ 125,000 $ 
2014 50,000 
2015 90,000 
2016 125,000 
2017 160,000 
2018 165,000 
2019 175,000 
2020 180,000 
2021 190,000 
2022 200,000 
2023 210,000 
2024 220,000 
2025 230,000 
2026 240,000 
2027 250,000 
2028 260,000 
2029 270,000 
2030 280,000 
2031 295,000 
2032 305,000 
2033 320,000 
2034 335,000 
2035 350,000 
2036 365,000 
2037 385,000 
2038 405,000 
2039 425,000 
2040 445,000 
2041 465,000 
2042 485,0QQ 

Total $ 8 QQQ QQQ ! 
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Interest Total 
431,888 $ 556,888 
341,760 391,760 
340,260 430,260 
337,560 462,560 
333,810 493,810 
327,410 492,410 
320,810 495,810 
313,810 493,810 
306,610 496,610 
299,010 499,010 
291,010 501,010 
280,510 500,510 
269,510 499,510 
258,010 498,010 
246,010 496,010 
233,510 493,510 
220,510 490,510 
207,010 487,010 
193,010 488,010 
178,260 483,260 
166,060 486,060 
153,260 488,260 
139,860 489,860 
125,860 490,860 
110,530 495,530 

94,360 499,360 
77,350 502,350 
59,288 504,288 
40,375 505,375 
20 613 505 613 

6 :zrz 834 i H :ZJ:z 834 



NOTES-

NOTE6-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30,2012 

INTER-FUND RECEIVABLES AND PAY ABLES 

Current inter-fund balances arise in the normal course of business and are expected to be repaid 
shortly after the end of the fiscal year. At June 30, 2012, inter-fund balances comprised the following: 

Inter-fund Inter-fund 
Fund Receivable Pazable 

General fund $ 906,746 $ 560,257 

Measure E 234,579 

Special revenue funds: 

Parkland 29,878 

Reserves 14,439 5,214 

Maintenance 38,909 

Landscape 537 393 649 497 

Total interfund receivable/payable $ 1488 456 $ 1.488 456 

DEFINED BENEFIT PENSION PLAN 

Plan Description: 
The District contributes to the California Public Employees' Retirement System (PERS); an agent 
multiple-employer public employee defmed benefit pension plan. PERS provides retirement and 
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries. PERS acts as a common investment and administrative agent for participating public 
entities within the State of California. Benefit provisions and all other requirements are established by 
state statue and District ordinance. Copies ofPERS' annual financial report may be obtained from their 
Executive Office, 400 P Street, Sacramento, CA 95814. 

Funding Policy: 
Participants are required to contribute 7% of their annual covered salary. The District makes 5.5% of 
the contributions required of District employees on their behalf and for their account and the 
employees contribute 1.5%. The District is required to contribute at an actuarially determined rate; the 
current rate is 11.169% for non-safety employees of annual covered payroll. The contribution 
requirements of plan members and the District are established and may be amended by PERS. 

Annual Pension Cost: 
For 2012, the District's annual pension cost of $314,823 for PERS was equal to the District's required 
and actual contributions. The required contribution was determined as part of the June 30, 2010 
actuarial valuation using the entry age normal actuarial cost method. 

A summary of principle assumptions and methods used to determine the Annual Required 
Contribution (ARC) is shown below. 
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NOTE6-

NOTE 7-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30, 2012 

DEFINED BENEFIT PENSION PLAN (concluded) 

Actuarial Cost Method 
Amortization Method 
Average Remaining Period 
Asset Valuation Method 
Actuarial Assumptions: 

Investment Rate of Return 
Projected Salary Increase 

Inflation 
Payroll Growth 
Individual Salary Growth 

Three-Year Trend Information for PERS: 

Entry Age Actuarial Cost Method 
Level Percent of Payroll 
18 Years as of the Valuation Date 
15-Year Smoothed Market 

7.75% (net of administrative expenses) 
3.55% to 14.45% depending on age, 

service and type of employment 
3.00% 
3.25% 
A merit scale varying by duration of employment 

coupled with an assumed annual inflation 
component of 3.0% and an annual production 
growth of 0.25% 

Annual Pension Cost APC Net Pension 
Fiscal Year (APq Contributed Obligation 

6/30/2010 $394,101 100% $ -0-

6/30/2011 $362,993 100% -0-

6/30/2012 $314,823 100% -0-

The Schedule of Funding Progress below shows the recent hist01y of the actuarial value of assets, 
actuarial accrued liability, their relationship, and the relationship of the unfounded actuarial accrued 
liability to payroll: 

(A) (B) (C) (D) (E) (F) 
Accrued Actuarial Value Unfunded Funded Annual ULasa 

Valuation Liabilities of Assets Liabilities Ratio Covered %Of 
Date (AL) (AVA) [UL] (AVA/AL) Payroll Payroll 

6/30/2006 $2,7 54,396,608 $2,492,226,176 $262,170,432 90.5% $699,897,835 37.5% 
6/30/2007 $2,611,746,790 $2,391,434,447 $220,312,343 91.6% $665,522,859 33.1% 
6/30/2008 $2,780,280,768 $2,547,323,278 $232,957,490 91.6% $688,606,681 33.8% 
6/30/2009 $3,104,798,222 $2,758,511,101 $346,287,121 88.9% $742,981,488 46.6% 
6/30/2010 $3,309,064,934 $2,946,408,106 $362,656,828 89.0% $748,401,352 48.5% 

RISK MANAGEMENT 

The District manages risk of loss related to torts; theft of, damage to, and destruction of assets; errors 
and omissions; injuries to employees; and natural disasters by participating in the public entity risk 
pools described below. 
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NOTE 7-

NOTE8-

NOTE9-

Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30,2012 

RISK MANAGEMENT (concluded) 

Public entity risk pools are formally organized and separate entities established under the Joint Exercise 
of Powers Act of the State of California. As separate legal entities, those entities exercise full powers 
and authorities within the scope of the related Joint Powers Agreements including the preparation of 
annual budgets, accountability for all funds, the power to make and execute contracts and the right to 
sue and be sued. Each risk pool is governed by a board consisting of representatives from member 
municipalities. Each board controls the operations of the respective risk pool, including selection of 
management and approval ·of operating budgets, independent of any influence by member 
municipalities beyond their representation on that board. Obligations and liabilities of these risk pools 
are not the District's responsibility. 

The District is a member of a program through which certain specified and limited self-insured general 
liability, property loss and automobile liability are administered by the California Association for Park 
and Recreation Insurance (CAPRI) and shared by its participating members. 

Complete audited financial statements for CAPRI can be obtained from CAPRI's office at 6341 
Auburn Boulevard, Suite A, Citrus Heights, CA 95621. 

CAPRI provides comprehensive general liability coverage with a $10,000,000 limit per occurrence for 
personal injury and property damage to which the coverage applies. There is no deductible to the 
District. 

CAPRI also provides public officials and employee liability coverage with a $10,000,000 annual 
aggregate limit per member district because of a wrongful act(s) which occurs during the coverage 
period for which the coverage applies. There is a $25,000 deductible for any covered claim for 
wrongful termination payable by the District. 

All-Risk Property Loss coverage including Boiler & Machinery coverage 1s subject to a $2,000 
deductible per occurrence payable by the District. 

CAPRI provides flood and earthquake coverage with an annual aggregate limit of $5,000,000 for all the 
member districts. The deductible for all loss or damage arising from the risks of flood and/ or 
earthquake is $50,000 per occurrence or 5% of the value of the building, contents, and/ or structure 
damaged, whichever is greater. 

CONTINGENCIES 

The District is involved in various claims and litigation arising in the ordinary course of business. 
District management, based upon the opinion of legal counsel, is of the opinion that the ultimate 
resolution of such matters will not have a materially adverse effect on the District's financial position or 
results of operations. 

PART-TIME AND SEASONAL EMPLOYEE RETIREMENT PLAN 

The District uses a FICA alternative (457) plan for the District's seasonal and part-time employees. 
This plan satisfies the requirements oflnternal Revenue Code Section 3121, which requires the District 
to either include these employees under the Social Security System or a qualified pension plan. The 
District contributed $17,372 during the year ended June 30, 2012. 
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Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30, 2012 

NOTE 10- DEFERRED COMPENSATION PLAN 

The District offers its employees a deferred compensation plan (the "Plan") created in accordance with 
Internal Revenue Code Section 457. The Plan, available to all full-time and permanent part-time 
employees, permits them to defer a portion of their salary until future years. Under this plan, 
participants are not taxed on the deferred portion of the compensation until distributed to them; 
distributions may be made only at termination, retirement, death or in an emergency as defined by the 
Plan. 

The laws governing deferred compensation plan assets require plan assets to be held by a Trust for the 
exclusive benefit of plan participants and their beneficiaries. Since the assets held under these plans are 
not the District's property, are not managed by the District and are not subject to claims by general 
creditors of the District, they have been excluded from these financial statements. 

NOTE 11- NET ASSETS AND FUND BALANCES 

GASB Statement No. 34 adds the concept of Net Assets, which is measured on the full accrual basis, 
to the concept of Fund Balance, which is measured on the modified accrual basis. 

A. Net Assets 

Net assets are the excess of all the District's assets over all its liabilities, regardless of fund. Net assets 
are divided into three captions under GASB Statement No. 34. These captions apply only to net assets, 
which is determined only at the Government-wide level, and are described below: 

Invested in Capital, net of related debt describes the portion of net assets that is represented by the current 
net book value of the District's capital assets, less the outstanding balance of any debt issued to finance 
these assets. 

Restri~,ted describes the portion of net assets that is restricted as to use by the terms and conditions of 
agreements with outside parties, governmental regulations, laws, or other restrictions that the District 
cannot unilaterally alter. These include amounts for debt service requirements. 

Unrestrided describes the portion of net assets that is not restricted to use. 

B. Fund Equity 

The accompanying financial statements reflect certain changes that have been made with respect to the 
reporting of the components of fund balances for governmental funds. In previous years, fund 
balances for governmental funds were reported in accordance with previous standards that included 
components for reserved fund balance, unreserved fund balance, designated fund balance, and 
undesignated fund balance. Due to the implementation of GASB Statement No. 54, the components of 
the fund balances of governmental funds now reflect the component classifications described below. In 
the fund financial statements, governmental fund balances are reported in the following classifications: 

Nonspendable fund balance includes amounts that are not in a spendable form, such as prepaid items 
or supplies inventories, or that are legally or contractually required to remain intact, such as principal 
endowments. 

- 29-



Pleasant Hill Recreation and Park District 
NOTES TO BASIC FINANCIAL STATEMENTS 

For the Year Ended June 30, 2012 

NOTE 11- NET ASSETS AND FUND BALANCES (concluded) 

B. Fund Equity (concluded) 

Restricted fund balance includes amounts that are subject to externally enforceable legal restrictions 
imposed by outside parties (i.e., creditors, grantors, contributors) or that are imposed by law through 
constitutional provisions or enabling legislation. 

Committed fund balance includes amounts whose use is constrained by specific limitations that the 
government imposes upon itself, as determined by a formal action of the highest level of decision
making authority. The Board of Directors serves as the District's highest level of decision-making 
authority and has the authority to establish, modify or rescind a fund balance commitment via minutes 
action. 

Assigned fund balance includes amounts intended to be used by the District for specific purposes, 
subject to change, as established either directly by the Board of Directors or by management officials to 
whom assignment authority has been delegated by the Board of Directors. 

Unassigned fund balance is the residual classification that includes spendable amounts in the General 
Fund that are available for any purpose. 

When expenditures are incurred for purposes for which both restricted and unrestricted (committed, 
assigned or unassigned) fund balances are available, the District's policy specifies that restricted 
revenues will be applied fttst. When expenditures are incurred for purposes for which committed, 
assigned or unassigned fund balances are available, the District's policy is to apply committed fund 
balance fttst, then assigned fund balance, and finally unassigned fund balance. 

NOTE 12- TRANSFERS 

NOTE 13-

Transactions which constitute reimbursement of a fund for expenditures initially made from that fund, 
which are properly attributable to another fund, are recorded as expenditures in the reimbursing fund 
and as a reduction of the expenditures in the fund that is reimbursed. The funds below were combined 
with the general fund in previous years. The following schedule summarizes the transfers in and out for 
the fiscal year ended June 30, 2012: 

Transfers in Transfers out 

Major Funds: 
General fund $ $ 59,000 
Measure E fund 96,000 
Capital projects fund 59,000 
Measure E Debt Service fund 96000 

Totals $ 155 000 $ 155 000 

SUBSEQUENT EVENTS 

The District passed a resolution dated October 24, 2012 to obtain financing of $300,000 from 
Municipal Financing Corporation. The funds will be used to obtain furniture and equipment for the 
District's new Senior Center Facility. The installment agreement will be for a seven year period at an 
interest rate of 4.25%. 
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Pleasant Hill Recreation and Park District 

GENERAL FUND 

STATEMENT OF REVENUES, 

EXPENDITURES AND CHANGES IN FUND BALANCES 

Budget and Actual 

For the year ended June 30, 2012 

(Unaudited) 

Budgeted Amounts Variance with 

Ori!Qnal Final Actual Final Budget 

Revenues: 

Property taxes $ 3,254,000 $ 3,307,830 $ 3,216,664 $ (91,166) 

Non-recreation 292,500 275,000 273,390 (1,610) 

Senior citizens 337,000 240,000 277,374 37,374 

Winslow center 21,000 38,000 37,774 (226) 

Community center rental (66) (66) 

Redgers ranch 4,500 

Adult activities 178,000 177,000 182,813 5,813 

Athletics & teens 576,000 516,750 543,595 26,845 

Preschool, youth, & special 438,500 401,800 442,926 41,126 

Child care 280,000 312,000 306,697 (5,303) 

Aquatics 349,000 332,700 338,146 5,446 
Interest 10,000 4,000 4,583 583 

Total revenues 5,740,500 5,605,080 5,623,896 18,816 

Expenditures: 

Administration 363,130 358,910 376,444 (17,534) 

Recreation 291,000 323,230 325,608 (2,378) 

Senior citizens 591,720 459,840 504,912 (45,072) 

Winslow center 84,250 47,520 54,452 (6,932) 

Community center rental 467,530 465,810 476,673 (10,863) 

Adult activities 205,930 195,390 175,765 19,625 

Athletics & teens 566,500 541,090 559,644 (18,554) 

Preschool, youth, & special 343,410 310,950 351,815 (40,865) 

Child care 261,280 236,660 245,526 (8,866) 

Aquatics 645,160 598,000 614,618 (16,618) 

Communications 154,680 179,730 180,485 (755) 

Parks 1,240,740 1,184,150 1,205,966 (21,816) 

Capital outlay 211,000 233,850 193,141 40,709 

Debt service: 

Principal 116,800 129,300 133,611 (4,311) 

Interest 146,900 146,900 110,000 36,900 

Total expenditures 5,690,030 5,411,330 5,508,660 {97,330) 

Excess (deficit) of revenues 

over (under) expenditures 50,470 193,750 115,236 (78,514) 

Other Financing Sources (Uses): 

Transfers out {59,000) {59,000) {59,000) 

Total Other Financing Sources (Uses) {59,000) {59,000) {59,000) 

Net change in Fund Balances $ {8,530) $ 134,750 56,236 $ {78,514) 

Fund balances, beginning of period 129,499 

Fund balances, end of period $ 185,735 
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APPENDIX C 
 

FORM OF OPINION OF SPECIAL COUNSEL 
 
 

[Letterhead of Quint & Thimmig LLP] 
 
 

[Closing Date] 
 
 
Board of Directors of the 
Pleasant Hill Recreation and Park District 
147 Gregory Lane 
Pleasant Hill, California 94523 
 

OPINION: $2,366,000 Certificates of Participation (2013 Refinancing Project) Evidencing 
Direct, Undivided Fractional Interests of the Owners Thereof in Lease Payments 
to be Made by the Pleasant Hill Recreation and Park District, as the Rental for 
Certain Property Pursuant to a Lease Agreement with the Public Property 
Financing Corporation of California 

 
 
Members of the Board of Directors: 
 

We have acted as special counsel in connection with the delivery by the Pleasant Hill Recreation 
and Park District (the “District”), of its $2,366,000_ Lease Agreement, dated as of July 1, 2013, by and 
between the Public Property Financing Corporation of California (the “Corporation”) and the District (the 
“Lease Agreement”), pursuant to the California Public Resources Code. The Corporation has, pursuant to 
the Assignment Agreement, dated as of July 1, 2013 (the “Assignment Agreement”), by and between the 
Corporation and U.S. Bank National Association, as trustee (the “Trustee”), assigned certain of its rights 
under the Lease Agreement, including its right to receive a portion of the lease payments made by the 
District thereunder (the “Lease Payments”), to the Trustee. Pursuant to the Trust Agreement, dated as of 
July 1, 2013, by and among the Trustee, the Corporation and the District (the “Trust Agreement”), the 
Trustee has executed and delivered certificates of participation (the “Certificates”) evidencing direct, 
undivided fractional interests of the owners thereof in the Lease Payments. We have examined the law 
and such certified proceedings and other papers as we deem necessary to render this opinion. 

 
As to questions of fact material to our opinion, we have relied upon representations of the 

District contained in the Lease Agreement and in the certified proceedings and certifications of public 
officials and others furnished to us without undertaking to verify the same by independent investigation. 

 
Based upon our examination, we are of the opinion, under existing law, as follows: 
 
1. The District is duly created and validly existing as recreation and park district organized and 

existing under the laws of the State of California with the power to enter into the Lease Agreement and 
the Trust Agreement and to perform the agreements on its part contained therein. 

 
2. The Lease Agreement has been duly authorized, executed and delivered by the District and is 

an obligation of the District valid, binding and enforceable against the District in accordance with its 
terms. 

 
3. The Trust Agreement and the Assignment Agreement are valid, binding and enforceable in 

accordance with their terms. 
 
4. Subject to the terms and provisions of the Lease Agreement, the Lease Payments to be made by 

the District are payable from funds of the District lawfully available therefor. By virtue of the Assignment 
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Agreement, the owners of the Certificates are entitled to receive their fractional share of the Lease 
Payments in accordance with the terms and provisions of the Trust Agreement. 

 
5. Subject to the District’s compliance with certain covenants, interest with respect to the 

Certificates is excludable from gross income of the owners thereof for federal income tax purposes and is 
not included as an item of tax preference in computing the alternative minimum tax for individuals and 
corporations under the Internal Revenue Code of 1986, as amended (the “Code”), but is taken into 
account in computing an adjustment used in determining the federal alternative minimum tax for certain 
corporations. Failure to comply with certain of such covenants could cause interest with respect to the 
Certificates to be includable in gross income for federal income tax purposes retroactively to the date of 
delivery of the Certificates. It is also our opinion that the Lease Agreement is a “qualified tax-exempt 
obligation” under section 265(b)(3) of the Code. 

 
6. The portion of the Lease Payments designated as and comprising interest and received by the 

owners of the Certificates is exempt from personal income taxation imposed by the State of California. 
 
Ownership of the Certificates may result in other tax consequences to certain taxpayers, and we 

express no opinion regarding any such collateral consequences arising with respect to the Certificates. 
 
The rights of the owners of the Certificates and the enforceability of the Lease Agreement, the 

Assignment Agreement and the Trust Agreement may be subject to the Bankruptcy, insolvency, 
reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or hereafter 
enacted and also may be subject to the exercise of judicial discretion in accordance with general principles 
of equity. 

 
In rendering this opinion, we have relied upon certifications of the District and others with 

respect to certain material facts. Our opinion represents our legal judgment based upon such review of 
the law and the facts that we deem relevant to render our opinion and is not a guarantee of a result. This 
opinion is given as of the date hereof and we assume no obligation to revise or supplement this opinion 
to reflect any facts or circumstances that may hereafter come to our attention or any changes in law that 
may hereafter occur. 

 
Respectfully submitted, 
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MUNICIPAL BOND 
INSURANCE POLICY 

 
 
 
ISSUER:  
 
BONDS: $ in aggregate principal amount of 

 
 

Policy No:     -N 

Effective Date:   

Premium:  $ 
 
 
 
 ASSURED GUARANTY MUNICIPAL CORP. ("AGM"), for consideration received, hereby 
UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the trustee (the "Trustee") or paying agent (the 
"Paying Agent") (as set forth in the documentation providing for the issuance of and securing the Bonds)  for 
the Bonds, for the benefit of the Owners or, at the election of AGM, directly to each Owner, subject only to 
the terms of this Policy (which includes each endorsement hereto), that portion of the principal of and 
interest on the Bonds that shall become Due for Payment but shall be unpaid by reason of Nonpayment by 
the Issuer. 
 
 On the later of the day on which such principal and interest becomes Due for Payment or the 
Business Day next following the Business Day on which AGM shall have received Notice of Nonpayment, 
AGM will disburse to or for the benefit of each Owner of a Bond the face amount of principal of and interest 
on the Bond that is then Due for Payment but is then unpaid by reason of Nonpayment by the Issuer, but 
only upon receipt by AGM, in a form reasonably satisfactory to it, of (a) evidence of the Owner's right to 
receive payment of the principal or interest then Due for Payment and (b) evidence, including any 
appropriate instruments of assignment, that all of the Owner's rights with respect to payment of such 
principal or interest that is Due for Payment shall thereupon vest in AGM.  A Notice of Nonpayment will be 
deemed received on a given Business Day if it is received prior to 1:00 p.m. (New York time) on such 
Business Day; otherwise, it will be deemed received on the next Business Day.  If any Notice of 
Nonpayment received by AGM is incomplete, it shall be deemed not to have been received by AGM for 
purposes of the preceding sentence and AGM shall promptly so advise the Trustee, Paying Agent or 
Owner, as appropriate, who may submit an amended Notice of Nonpayment.  Upon disbursement in 
respect of a Bond, AGM shall become the owner of the Bond, any appurtenant coupon to the Bond or right 
to receipt of payment of principal of or interest on the Bond and shall be fully subrogated to the rights of the 
Owner, including the Owner's right to receive payments under the Bond, to the extent of any payment by 
AGM hereunder.  Payment by AGM to the Trustee or Paying Agent for the benefit of the Owners shall, to 
the extent thereof, discharge the obligation of AGM under this Policy. 
 
 Except to the extent expressly modified by an endorsement hereto, the following terms shall have 
the meanings specified for all purposes of this Policy.  "Business Day" means any day other than (a) a 
Saturday or Sunday or (b) a day on which banking institutions in the State of New York or the Insurer's 
Fiscal Agent are authorized or required by law or executive order to remain closed.  "Due for Payment" 
means (a) when referring to the principal of a Bond, payable on the stated maturity date thereof or the date 
on which the same shall have been duly called for mandatory sinking fund redemption and does not refer to 
any earlier date on which payment is due by reason of call for redemption (other than by mandatory sinking 
fund redemption), acceleration or other advancement of maturity unless AGM shall elect, in its sole 
discretion, to pay such principal due upon such acceleration together with any accrued interest to the date 
of acceleration and (b) when referring to interest on a Bond, payable on the stated date for payment of 
interest.  "Nonpayment" means, in respect of a Bond, the failure of the Issuer to have provided sufficient 
funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment in full of all principal and 
interest that is Due for Payment on such Bond.  "Nonpayment" shall also include, in respect of a Bond, any 
payment of principal or interest that is Due for Payment made to an Owner by or on behalf of the Issuer 
which has been recovered from such Owner pursuant to the  
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 Policy No. -N 
 
 
United States Bankruptcy Code by a trustee in bankruptcy in accordance with a final, nonappealable order 
of a court having competent jurisdiction.  "Notice" means telephonic or telecopied notice, subsequently 
confirmed in a signed writing, or written notice by registered or certified mail, from an Owner, the Trustee or 
the Paying Agent to AGM which notice shall specify (a) the person or entity making the claim, (b) the Policy 
Number, (c) the claimed amount and (d) the date such claimed amount became Due for Payment.  "Owner" 
means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is entitled under the 
terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer or any person or 
entity whose direct or indirect obligation constitutes the underlying security for the Bonds. 
 
 AGM may appoint a fiscal agent (the "Insurer's Fiscal Agent") for purposes of this Policy by 
giving written notice to the Trustee and the Paying Agent specifying the name and notice address of the 
Insurer's Fiscal Agent.  From and after the date of receipt of such notice by the Trustee and the Paying 
Agent, (a) copies of all notices required to be delivered to AGM pursuant to this Policy shall be 
simultaneously delivered to the Insurer's Fiscal Agent and to AGM and shall not be deemed received until 
received by both and (b) all payments required to be made by AGM under this Policy may be made directly 
by AGM or by the Insurer's Fiscal Agent on behalf of AGM.  The Insurer's Fiscal Agent is the agent of AGM 
only and the Insurer's Fiscal Agent shall in no event be liable to any Owner for any act of the Insurer's Fiscal 
Agent or any failure of AGM to deposit or cause to be deposited sufficient funds to make payments due 
under this Policy. 
 
 To the fullest extent permitted by applicable law, AGM agrees not to assert, and hereby waives, 
only for the benefit of each Owner, all rights (whether by counterclaim, setoff or otherwise) and defenses 
(including, without limitation, the defense of fraud), whether acquired by subrogation, assignment or 
otherwise, to the extent that such rights and defenses may be available to AGM to avoid payment of its 
obligations under this Policy in accordance with the express provisions of this Policy. 
 
 This Policy sets forth in full the undertaking of AGM, and shall not be modified, altered or 
affected by any other agreement or instrument, including any modification or amendment thereto.  Except to 
the extent expressly modified by an endorsement hereto, (a) any premium paid in respect of this Policy is 
nonrefundable for any reason whatsoever, including payment, or provision being made for payment, of the 
Bonds prior to maturity and (b) this Policy may not be canceled or revoked.   THIS POLICY IS NOT 
COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 
OF THE NEW YORK INSURANCE LAW. 
 
 In witness whereof, ASSURED GUARANTY MUNICIPAL CORP. has caused this Policy to be 
executed on its behalf by its Authorized Officer. 
 
 
 
 
 ASSURED GUARANTY MUNICIPAL CORP. 

 
 
 
 
By    

 Authorized Officer 
 
 
 
 
 
Form 500NY (5/90) 
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