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WILLITS CITY COUNCIL

AGENDA

FEBRUARY 9, 2011 ♦ 6:00 P.M. ♦ COUNCIL CHAMBERS

1. OPENING MATTERS – a) Call to Order; b) Pledge to Flag; c) Roll Call

2. PUBLIC MATTERS
a. Review and Discussion of the Fiscal Year 2010/2011 Mid-Year Financial Report, Ending

December 31, 2010

3. PUBLIC COMMUNICATIONS
Council welcomes participation in its meetings. Comments shall be limited to five minutes per person so
that everyone may be given an opportunity to be heard. To expedite matters and avoid repetition,
whenever any group of persons wishes to address the Council on the same subject matter, the Mayor
may request that a spokesperson be chosen by the group. This item is limited to matters under the
jurisdiction of the City Council which are not on the posted agenda. Public criticism of the City Council,
Commission, Boards and Agencies will not be prohibited. No action shall be taken.

4. CONSENT CALENDAR
Matters listed under the Consent Calendar are considered to be routine by the City Council and will be
enacted by a single motion and roll call vote by the City Council. Items may be removed from the Consent
Calendar upon request of a Councilmember and acted upon separately by the City Council.

The following items are recommended for approval:

a. City Council Minutes of January 26, 2011
b. Disbursements Journals:
 Warrant Nos. 17061-17069, Totaling $35,614.20
 Warrant Nos. 17070-17147, Totaling $184,450.98
 Warrant No. 17148, Totaling $84,305.15

c. Building Inspection Activity Report – January 2011

5. RIGHT TO APPEAL
Persons who are dissatisfied with the decisions of the City Council may have the right to a review of that
decision by a court. The City has adopted Section 1094.6 of the Code of Civil Procedure which generally limits
to 90 days the time within which the decisions of the City boards and agencies may be judicially challenged.

6. COMMISSIONS, AGENCIES AND AUTHORITIES
The City of Willits City Council meets concurrently as the City of Willits Community Development Agency
and Planning Commission.

7. OLD BUSINESS

8. CITY MANAGER REPORTS AND RECOMMENDATIONS
a. Other Reports – Verbal/No Action
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9. DEPARTMENT RECOMMENDATIONS
a. Police Chief
b. City Planner

(1) Discussion and Possible Direction to Request Extension of Air Pollution Control
Financing Authority Sustainable Communities Grant and Loan Program Grant
Agreement Number 07-07

c. City Attorney
d. Public Works Director
e. City Engineer

(1) Presentation of Preliminary Plans for the Redwood Avenue Storm Drain Project
f. Finance Director/City Treasurer

(1) Receive Revised Documents Required for the Willits Certificates of Participation USDA
Financing for the Waste Water Treatment Plant Project

g. City Clerk/Human Resources Director

10. CITY COUNCIL AND COMMITTEE REPORTS
a. Mendocino Council of Governments (MCOG)
b. Local Agency Formation Commission (LAFCO)
c. Mendocino Transit Authority (MTA)
d. Revit-ED Committee
e. Mendocino Solid Waste Management Authority-Joint Powers Authority (MSWMA-JPA)
f. Economic Development and Financing Corporation (EDFC)
g. League of California Cities
h. Water Resources Committee
i. Sewer System Committee
j. Finance Committee
k. Caltrans Ad Hoc Committee
l. Other Committee Reports

11. COUNCIL MEMBER REPORTS AND RECOMMENDATIONS

12. ENACTMENT OF ORDINANCES

13. GOOD & WELFARE

14. CLOSED SESSION NOTICE
a. Conference with Legal Counsel Pursuant to Government Code §54956.9 – Existing Litigation:

Brooktrails Township Community Services District, a Public Agency vs. City of Willits, a General
Law City; and DOES 1 through 100, Inclusive; Case No. SCUK CVG-1056037

b. Conference with Legal Counsel Pursuant to Government Code §54956.9 – Existing Litigation:
Northern California River Watch, a Non-Profit Corporation, vs. City of Willits and DOES 1
through 10, Inclusive; Case No. USDC 4:11-CV11-00323 NJV

15. ADJOURNMENT

I hereby certify under penalty of perjury under the laws of the State of California that the foregoing
agenda was posted on the bulletin board at the main entrance of the City of Willits City Hall, located at
111 East Commercial Street, Willits, California, not less than 72 hours prior to the meeting set forth on
this agenda.

Dated this 4
th

day of February, 2011.
Adrienne Moore, City Clerk



Willits City Council Agenda – February 9, 2011 Page 3 of 3

AMERICANS WITH DISABILITIES ACT (ADA) COMPLIANCE

The meeting room is wheelchair accessible and disabled parking is available. If you are a person with a disability and
need disability-related modifications or accommodations to participate in this meeting, please contact Adrienne
Moore, City Clerk, at (707) 459-4601 or cityclerk@willitscity.com. Requests for such modifications or
accommodations must be made at least two full business days prior to the meeting.

ADDITIONAL MEETING INFORMATION FOR INTERESTED PARTIES

Materials related to an item on this Agenda submitted to the Willits City Council, Planning Commission, or Community
Development Agency after distribution of the agenda packet are available for public inspection at City Clerk’s office at
111 E. Commercial Street, Willits, during normal business hours.



Item No. 2a

Meeting Date: February 9, 2011

AGENDA SUMMARY REPORT

To: Honorable Mayor and Council Members

From: Joanne Cavallari, Finance Director/City Treasurer

Agenda Title: REVIEW AND DISCUSSION OF THE FISCAL YEAR 2010/2011 MID-YEAR FINANCIAL
REPORT, ENDING DECEMBER 31, 2010

Type: Presentation Consent Regular Agenda Public Hearing Urgent Time: 20 min

Summary of Request: The attached report summarizes the financial position of the various City funds as
of December 31, 2010.

Recommended Action: Review and comment only; no action necessary.

Alternative(s): None recommended.

Fiscal Impact: Information purposes only.

Personnel Impact: Personnel impact will depend on direction from Council.

Reviewed by: City Manager City Attorney Finance Director Human Resources Risk

Council Action: Approved Denied Other: ________________________________________

Records: Agreement Resolution #_________ Ordinance #_________ Other _________



CITY OF WILLITS

MID-YEAR FINANCIAL REPORT

DECEMBER 31, 2010

GENERAL FUND REVENUES

General Fund Revenues at December 31, 2010 are

at 24.5% of budget. Non-Departmental Revenue is

predictably low at mid-year because the Motor

Vehicle in Lieu is paid in equal installments in

January and June. This revenue source is expected

to be approximately $13,000 under budget. Also,

we receive the largest component of our Franchise

Fees in May, but we do not anticipate any material

decrease in this revenue source. Sales Tax, the

City’s largest source of General Fund revenue, is

continuing to recover primarily due to increased

fuel prices. Sales Tax cash receipts increased 10%

from the 3rd quarter of 2009 to the 3rd quarter of

2010. Taxable sales have increased 3.4%. Service

stations remain as the leading sales tax producer in

the City of Willits. The latest projection for annual

sales tax receipts for FY 10/11, according to the

second quarter MuniService’s report, is $40,760

more than budgeted. There is also a projected

favorable variance in Property Tax revenues of

about $6,700. At fiscal year end there is a projected

overall favorable variance in the General Fund

revenue category of $28,135.

TOP EIGHT REVENUES BUDGET YTD %

Sales and Use Taxes 1,231,963 389,823 32%

Overhead Allocation 796,948 413,323 52%

Motor Vehicle in Lieu 440,100 8,463 2%

Property Taxes 360,430 201,933 56%

Franchise Fees 225,450 5,950 3%

Room Occupancy Tax 210,000 124,943 59%

Business Licenses 165,300 80,852 49%

State COPS 100,000 31,358 31%

GENERAL FUND EXPENDITURES

General Fund expenses are projected to be below

budget at the end of the fiscal year. The costs

associated with the retirement of several long-time

City employees are included for the entire 10/11

fiscal year. Next fiscal year, beginning in August of

2011, these obligations will begin to terminate, and

our benefit costs will be reduced. Expected savings

in the General Fund benefits expense in FY 11/12 is

$45,000 without consideration of rate increases.

Expected savings in 12/13 is $70,000 without

consideration of rate increases. Expenditures in

services, supplies, and other charges are below

budget at December 31, 2010. At Fiscal Year end

there is a projected overall favorable variance in the

expense category of $154,176 or about 3.6%.

GENERAL FUND
EXPENDITURES BUDGET YTD %

Salaries & Benefits 2,916,830 1,492,050 51%

Services and Supplies 1,117,530 463,607 41%

Other Charges 55,370 27,047 49%

Fixed Assets 5,000 0 0%

Debt Service 30,672 23,088 75%

Transfers 126,664 10,478 8%

Total 4,252,066 2,016,270 47%

GENERAL FUND BALANCE BUDGET YTD

BALANCE 07/01/10 $1,605,151 $1,605,151

Revenues 3,989,534 978,191

Expenditures (4,252,066) (2,016,270)

ENDING FUND BALANCE 1,342,619 567,072

GENERAL FUND BALANCE BUDGET PROJECTED

BALANCE 07/01/10 $1,605,151 $1,605,151

Revenues 3,989,534 4,017,669

Expenditures (4,252,066) (4,097,890)

ENDING FUND BALANCE 1,342,619 1,524,931
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TRANSPORTATION FUNDS

Revenues in the Gas Tax Fund are below budget at
mid-year. This is because $77,889 in D1 funds from
MCOG that we included in the FY 10/11 budget was
actually received on June 28, 2010. This is reflected
in a smaller deficit in the prior year ending fund
balance. In January we received the remaining D1
funds of $69,566. The City of Willits has claimed and
received all available D1 funds.

GAS TAX REVENUES BUDGET YTD %

Sections 2103-2107.5 90,156 58,089 64%

Traffic Congestion Relief 38,106 14,694 39%

D1 Funds 147,455 0 0%

Total 275,717 72,783 26%

Expenditures in the Traffic Safety and Gas Tax Funds
are pretty much on budget as a whole. However,
expenditures in Traffic Safety and Street
Maintenance are high while expenses in Street
Administration and Storm Drain Maintenance are
low.

EXPENDITURES BY TYPE BUDGET YTD %

Traffic Safety 31,341 20,130 64%

Street Administration 128,066 49,829 39%

Street Maintenance 180,671 107,532 60%

Storm Drain Maintenance 31,713 13,053 41%

TOTAL 340,450 170,414 50%

The final tally on West Commercial is approximately
$490,000. Considering the ARRA funds from
CalTrans of $417,000, and $73,000 from the Prop
1B money in Fund 203, we do not expect to utilize
any of the half cent sales tax (Fund 202) for
Commercial Street. The Central Street rehab
project, budgeted in Fund 202 at $902,000, has not
yet gone out to bid, so it is unlikely that we will be
spending much out of the half cent sales tax fund
this fiscal year.

HALF-CENT SALES TAX BUDGET YTD %

Salaries & Benefits 60,747 23,683 39%

Services and Supplies 203,970 8,760 4%

Other Charges 54,344 18,106 33%

Capital & Fixed Assets 902,470 0 0%

Transfers 116,494 3,767 3%

Total 1,338,025 54,316 4%

The City received $400,000 in Prop 1B

Transportation money in Fiscal Year 07/08 (Fund

203). This money must be used by June 30, 2011 or

we will have to return it to the State. As of

December 31, 2010 we have spent about $52,000

on Railroad Avenue Bridge, Central Street,

Commercial Street and Madden Lane Sidewalks.

The Council approved payment for the Van Lane

Storm Drain project from this fund based on the

engineer’s estimate of $263,439. That project is

now out to bid. We expect to use about $73,000 for

the balance on the Commercial Street project that is

not paid by CalTrans. Once we have a firm number

for the Van Lane project, we can revise our plan as

to how we intend to use the money, and file the

revision with the Department of Finance.

PROP 1B TRANSP. $ BUDGET YTD %

RR Ave Bridge/Central Street 153,000 39,672 26%

Sidewalks 40,000 3,500 9%

W Commercial St 207,000 8,770 4%

Van Lane Storm Drain 0 0 0%

Total 400,000 51,942 13%
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REDEVELOPMENT AGENCY

Revenues in the RDA (Fund 206) are projected to be
higher than we originally budgeted. This is due to a
predicted favorable variance in Property Tax
revenues.

RDA REVENUES BUDGET YTD %

Property Taxes 834,474 494,219 59%

State Grants 75,000 20,000 27%

Other 7,800 1,332 17%

Total 917,274 515,551 56%

In FY 09/10 we paid the $373,632 SERAF shift with
cash borrowed from the Low & Moderate Income
Housing Fund. The first payment of $75,964 is
included in the FY 10/11 budget. The budget also
includes an additional $76,850 SERAF payment
which is payable on May 1, 2011. Expenses are
projected to be less than budgeted due to a
reduction in allocated overhead. The Fund Balance
should improve by about $50,000 by year end.

RDA EXPENSES BUDGET YTD %

Salaries & Benefits 259,805 109,136 42%

Services & Supplies 162,440 46,994 29%

Debt Service 389,812 219,699 56%

Transfers 30,000 30,000 100%

Other 185,608 27,000 15%

Total 1,027,665 432,829 42%

LOW AND MODERATE INCOME HOUSING FUND

Property Tax revenues are projected to be slightly
higher than originally budgeted.

L & M INC FUND REVENUES BUDGET YTD %

Property Taxes 208,618 123,555 59%

Other 5,055 1,087 22%

Total 213,673 124,642 58%

There was $150,000 included in the budget for a

possible construction project in partnership with

the local schools, but this is not expected to be

completed by fiscal year end. Several requests for

funding have come forward recently, most likely in

response to the proposal by the Governor to

eliminate redevelopment agencies. At December

31, 2010 there was approximately $422,000 in our

Low and Moderate Income Housing Fund. Projected

expenditures for FY 10/11 are well below budget.

L & M INC FUND EXPENSES BUDGET YTD %

Salaries & Benefits 45,948 12,689 28%

Services and Supplies 300,200 30,885 10%

Other 96,091 5,868 6%

Total 442,239 49,442 11%

RECREATION PROJECT FUNDS

The ending fund balances in the Ball Fields Project

Fund and the Kids Club Fund will be closed into the

General Fund when the projects are complete, and

all anticipated revenues have been received. There

is $122,000 in State grant funds outstanding on the

Ball Fields project. We have received all of the state

money for the Kids Club and will receive the last

payment from the Tobacco Settlement Grant in FY

11/12. It is expected that the Ball Fields Project will

end with a deficit fund balance of $140,350 at the

end of fiscal year 10/11. The Kids Club Project is

expected to end with a deficit fund balance of

$82,000 at the end of Fiscal Year 11/12.
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AIRPORT ENTERPRISE FUND

The Airport fund closed the 09/10 fiscal year at
almost break-even. Most of the Federal Grant
Revenue has been received. Hanger Rents are
above budget.

AIRPORT REVENUES BUDGET YTD %

Hanger Rental 46,180 26,702 58%

Fuel Sales 15,000 5,881 39%

Federal Grant Slide Area 50,000 39,976 80%

Other 2,700 120 4%

Total 113,880 72,679 64%

Services and Supplies are at 67% of budget at mid-
year because insurance expense is paid once
annually in July. Other Expenses are over budget
due to an increase in allocated overhead ($42,000
annually as opposed to $2,000.) We expect a
decrease in the Fund Balance of about $23,000 at
year end.

AIRPORT EXPENSES BUDGET YTD %

Salaries & Benefits 18,089 7,848 43%

Services and Supplies 77,540 49,335 64%

Other 21,600 21,277 99%

Total 117,229 78,460 67%

WASTEWATER TREATMENT PLANT PROJECT FUND

The City has received all available grant funds from
the Small Communities Waste Water Grant Program
for expenditures incurred during Stage 1
construction of the Waste Water Treatment Plant.
In FY 09/10 over $440,000 was received from the
State.

WWTP PROJECT FUNDING TO DATE

USDA Loan 2007 Series A & B 7,540,568

Small Communities Planning Grant 416,268

Small Communities Construction Grant 1,055,101

City Funds 504,915

Total 9,516,852

Stages 2 & 3 construction is almost on schedule
despite a late start. Unseasonably warm weather
has allowed this project to continue moving
forward.

WWTP PROJECT COSTS TO DATE

Administration 73,826

Predevelopment 504,915

Engineering/Environmental/Permits 2,612,699

Value Engineering 281,661

Stage 1 Construction 3,883,431

Stage 2 & 3 Construction 2,160,320

Total 9,516,852

SEWER ENTERPRISE FUND
Revenues in the Sewer Fund are pretty much on
target. Sewer By-Products is well above budget.

SEWER REVENUES

Sewer User Charges 2,283,486 1,233,542 54%

Sewer By-Products 90,000 86,637 96%

Hook-up Fees/Install 33,520 0 0%

Other 11,000 7,717 70%

TOTAL 2,418,006 1,327,896 55%

Most of the expenses in the Sewer Fund are below
budget at mid-year. Debt Service in the Sewer
Maintenance Department included costs associated
with the vactor truck for six months. This asset will
probably not be purchased until after the end of the
fiscal year. The biggest concern in the Sewer Fund is
the ongoing costs associated with the lawsuit filed
against the City by Brooktrails Township
(Contingencies). Because of this expense we expect
a slight decrease in fund balance at fiscal year end.

SEWER EXPENDITURES BUDGET YTD %

Salaries & Benefits 672,075 293,511 44%

Services & Supplies 476,420 162,904 34%

Depreciation 395,000 218,000 55%

Debt Service 882,807 241,626 27%

Other 299,052 115,510 39%

Contingencies 71,400 31,609 44%

TOTAL 2,796,754 1,063,160 38%
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WATER ENTERPRISE FUND

Revenues in the Water Fund are projected to be

higher than what we estimated in the budget.

Although the rates did not increase, the revenue

from Water User Charges has increased. This is

probably due to public awareness of the ample

supply of water this summer.

WATER REVENUES

Water User Charges 2,381,300 1,311,057 55%

Penalties 47,500 37,774 80%

Hook-up Fees/Install 11,250 0 0%

Other 32,550 11,572 36%

TOTAL 2,472,600 1,360,403 55%

The expenses are slightly higher than what was

anticipated in the budget, primarily because of the

cost of contract water operators, and the contract

amendments in the Water Engineering Department

related to the planned improvements to the

treatment plant. We are hopeful that our recent

loan application to the State Revolving Loan Fund

will be approved, allowing us to move forward with

critical system upgrades and improvements.

WATER EXPENDITURES BUDGET YTD %

Salaries & Benefits 562,532 209,504 37%

Services & Supplies 617,500 349,989 57%

Depreciation 395,000 176,666 45%

Debt Service 555,984 276,206 50%

Other 354,436 152,351 43%

Contingencies 15,000 1,660 11%

TOTAL 2,500,452 1,166,376 47%
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WILLITS CITY COUNCIL

MINUTES

WEDNESDAY, JANUARY 26, 2011

Mayor Burton called a regular meeting of the City Council to order at 6:00 p.m. in Council
Chambers. The meeting was preceded by the pledge to the flag.

Roll Call: Councilmembers Larry Stranske, Ron Orenstein, Holly Madrigal, Victor Hanson, and
Mayor Bruce Burton were present.

Also present were staff members: Paul Cayler, City Manager; Jim Lance, City Attorney; Alan
Falleri, Community Development Director; Gerry Gonzalez, Police Chief; Tom Mannatt, City
Engineer; Joanne Cavallari, Finance Director/City Treasurer; J.C. England, Water/Sewer
Supervisor; and Adrienne Moore, City Clerk/Human Resources Director.

2A. REVIEW AND DISCUSSION OF AUDITED FINANCIAL STATEMENTS FOR THE FISCAL YEAR

2009/2010 (ENDED JUNE 30, 2010)
Joanne Cavallari, Finance Director/City Treasurer, introduced the matter, and invited Michael
O’Connor, Auditor, R.J. Ricciardi, Inc., to present the audit report.

Motion by Madrigal/Second by Hanson and carried unanimously to receive and file the
report.

2B. PRESENTATION BY MENDOCINO COUNTY ASSISTANT DIRECTOR OF TRANSPORTATION

REGARDING REQUEST FOR PROPOSAL FOR AGREEMENT FOR PRELIMINARY ENGINEERING OF

BROOKTRAILS SECOND ACCESS

Paul Cayler, City Manager, introduced the matter, and invited Bob Parker, Assistant Director of
Transportation for Mendocino County, to commence his presentation.

Public Comment: Supervisor John Pinches, Third District, responded to Mayor Burton’s
comments, and commented on his reasons for requesting that Alternate A be resubmitted for
further study. Tony Orth referenced the history of a second access road, noting that the BTCSD
will be contributing to the project, his expectation that the County will develop a road fund for the
project, and related matters.

2C. DISCUSSION AND POSSIBLE ACTION TO APPROVE A LETTER TO THE GOVERNOR REGARDING THE

PROPOSED ELIMINATION OF REDEVELOPMENT AGENCIES

Mayor Burton introduced the matter, sharing his perspective about and support for the
Governor’s proposed elimination of redevelopment agencies, followed by fellow
Councilmembers weighing in with their perspectives. Mr. Cayler recommended that the Council
to remain neutral until further information is forthcoming from the State if they choose not to
support the Redevelopment Agency. Mayor Burton stated that he would withdraw his letter,
upon assessing the will of his colleagues.

Alan Falleri, Community Development Director, commented on the proposed elimination and the
impacts to the City, the history of the City’s redevelopment agency, and how funding allocations

adriennemoore
Typewritten Text
4a
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have been determined. He suggested further discussion of the matter during the upcoming
budget review.

Public Comment: Jim Harden expressed his support of the Mayor’s position.

Motion by Hanson/Second by Madrigal to authorize a letter to be sent to the Governor
stating the Council’s position of support regarding the Governor’s proposal to eliminate
Redevelopment Agencies.
(Motion fails 2/3, with Stranske, Orenstein, and Madrigal dissenting)

RECESS: 8:21 – 8:30 P.M.

3. PUBLIC COMMUNICATIONS

Mayor Burton read the public communication guidelines.

4. CONSENT CALENDAR

a. Approval of the City Council Minutes of January 12, 2011 – Approved
b. Approval of Disbursements Journals:
 Warrant Nos. 16955-16970, Totaling $78,188.45 – Approved
 Warrant Nos. 16971- 17060, Totaling $696,843.23 – Approved

c. Approval of Application for Alcoholic Beverage License: Lumberjacks, Inc. – Approved
d. Denial of Claim Against the City – Sally Ann Pringle – Approved

Motion by Stranske/Second by Hanson and carried unanimously to approve Consent
Calendar items (a-d).

5. RIGHT TO APPEAL – Mayor Burton read the guidelines for appealing Council decisions.

8A. OTHER CITY MANAGER REPORTS

Paul Cayler, City Manager, reported on the following:
▪ The City Manager and City Clerk attending REMIF annual meeting for the next two days;
▪ A Water Resources Committee meeting needs to be scheduled to address several matters; and
▪ Staff is limiting the number of agenda items for the February 9th meeting in order to focus on

the mid-year budget review.

9. DEPARTMENT RECOMMENDATIONS

a. Police Chief Gerry Gonzalez did not present a report.
b. City Planner Alan Falleri reported on upcoming VisionMendocino 2030 Blueprint Plan

workshops; an upcoming workshop on the retail food landscape in the County; MCOG’s
draft regional transportation plan; and the termination of grant agreement with the River
Parkways Grant Program.

c. City Attorney Jim Lance did not present a report.
d. City Manager Paul Cayler, who is serving as the Interim Public Works Director, reported on

streetlights; as well as traffic safety on West Commercial Street. He also referenced a memo
prepared by Mr. Falleri regarding Out of City Water Service Agreements, anticipating that
the matter will come before the Council on February 23rd.

e. City Engineer Tom Mannatt presented the following:
(1) Discussion and Possible Action Rejecting Bids for a Chassis Mounted Sewer

Combination Cleaning Truck

Motion by Madrigal/Second by Hanson and carried unanimously to reject all bids
and advertise for a new Request for Proposals.



City Council Minutes of January 26, 2011 Page 3 of 4

f. Finance Director/City Treasurer Joanne Cavallari did not present a report.
g. City Clerk/Human Resources Director Adrienne Moore presented the following:

(1) Discussion and Possible Action to Approve a Cell Phone Stipend Policy In Lieu of
City-Issued Cell Phones

Motion by Hanson/Second by Stranske and carried unanimously to approve a Cell
Phone Stipend Policy in lieu of City-issued cell phones, and direct staff to
implement the policy immediately.

10. CITY COUNCIL AND COMMITTEE REPORTS

a. Mendocino Council of Governments (MCOG) – No report presented.
b. Local Agency Formation Commission (LAFCO) – No report presented.
c. Mendocino Transit Authority (MTA) – No report presented.
d. Revit-ED Committee – No report presented.
e. Mendocino Solid Waste Management Authority-Joint Powers Authority (MSWMA-JPA) – No

report presented.
f. Economic Development and Financing Corporation (EDFC) – Councilmember Madrigal

reported that County Counsel provided Brown Act training, suggesting the same for the City
Council and City Commissions.

g. League of California Cities – Councilmember Stranske reported on the recent regional
meeting, including a presentation by SMART (Sonoma-Marin Area Rail Transit), also
reporting that freight service is projected to be in Willits within three years.

h. Water Resources Committee – No report presented.
i. Sewer System Committee – No report presented.
j. Finance Committee – No report presented.
k. Caltrans Ad Hoc Committee – No report presented.
l. Other Committee Reports – No reports presented.

11. COUNCIL MEMBER REPORTS AND RECOMMENDATIONS

Councilmember Madrigal reported that she has been contacted by several constituents
regarding PG&E’s SmartMeters, referencing the Board of Supervisors’ decision to impose a
moratorium in unincorporated areas of the County. She also is interested in a raised median on
the south end of town by Gregory Lane for safety measures. Councilmember Stranske
commented on the lighted crosswalks that Caltrans removed due to damage to snow plows.

12. ENACTMENT OF ORDINANCES

13. GOOD & WELFARE

Alan Falleri, Community Development Director, provided information on the County Museum’s
Collage Project and upcoming open house reception; and an upcoming webinar hosted by NCO
in Ukiah on February 1st.

Mayor Burton provided information on an upcoming Bluegrass performance on February 11th at
the Willits Center for the Arts, sponsored by Rotary.

Councilmember Madrigal has been following Willits Unified’s ongoing discussion of stick-built
versus modular buildings and the impact on local tradespeople.

ADJOURNED TO CLOSED SESSION AT 9:06 P.M.
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14. CLOSED SESSION NOTICE

a. Conference with Legal Counsel Pursuant to Government Code §54956.9 – Existing Litigation:
Brooktrails Township Community Services District, a Public Agency vs. City of Willits, a General
Law City; and DOES 1 through 100, Inclusive; Case No. SCUK CVG-1056037

b. Conference with Legal Counsel Pursuant to Government Code §54956.9 – Anticipated
Litigation: Significant Exposure to Litigation – One Case

Council reconvened to open session at 9:42 p.m., with no action to report from Closed Session.

Mayor Burton declared the meeting adjourned at 9:42 p.m.

____________________________
BRUCE BURTON, Mayor

ATTEST:

__________________________
ADRIENNE MOORE, City Clerk



ACCOUNTS PAYABLE SYSTEM                                                                                              CITY OF WILLITS
01/31/2011  16:47:04                                 Disbursements Journal                                   GL540R-V07.00 PAGE    1

WARRANT  DATE   VENDOR                      DESCRIPTION           AMOUNT    CLAIM  INVOICE        PO#    F 9 S ACCOUNT

       GENERAL CHECK FORM

 17061 01/19/11 STATE BOARD OF EQUAL   4317 COMSUMER USE TAX        4.00    510492 SUJU 27-300238        P N H 100.1020.2055.000
 17061 01/19/11 STATE BOARD OF EQUAL   4317 CONSUMER USE TAX       45.00    510492 SUJU 27-300238        P N H 100.1001.2055.000
 17061 01/19/11 STATE BOARD OF EQUAL   4317 CONSUMER USE TAX        9.00    510492 SUJU 27-300238        P N H 100.1003.2055.000
 17061 01/19/11 STATE BOARD OF EQUAL   4317 CONSUMER USE TAX       29.00    510492 SUJU 27-300238        P N H 100.1050.2045.000
 17061 01/19/11 STATE BOARD OF EQUAL   4317 CONSUMER USE TAX    1,376.00    510492 SUJU 27-300238        P N H 207.2070.4003.000
 17061 01/19/11 STATE BOARD OF EQUAL   4317 CONSUMER USE TAX      110.00    510492 SUJU 27-300238        P N H 501.5013.2041.000
                                                                1,573.00   *CHECK TOTAL

 17062 01/21/11 MENDO-LAKE CREDIT UN    104 DIRECT DEPOSIT      2,800.00    510493 01212011              P N H 690.237

 17063 01/21/11 AFLAC                  4036 125 PLAN POLICY PREMI 869.90    510494 564558                P N H 690.246

 17064 01/21/11 HARTFORD LIFE INSURA    709 DEFERRED COMPENSATI 1,910.00    510495 0109420               P N H 690.236

 17065 01/21/11 MENDOCINO CHILD SUPP   1057 CHILD SUPPORT         295.00    510496 01212011              P N H 690.233

 17066 01/21/11 FRANCHISE TAX BOARD     695 PAYROLL DEDUCTION     353.38    510497 01212011              P N H 690.233

 17067 01/21/11 PERS                    256 EMPLOYER CONTRIBUT 19,495.38    510498 0876                  P N H 690.229
 17067 01/21/11 PERS                    256 EMPLOYEE CONTRIBUTI 7,592.54    510498 0876                  P N H 690.230
                                                               27,087.92   *CHECK TOTAL

 17068 01/24/11 DURAN/ARCELIA        .08727 RESERVATION CANCELATI 525.00    510491 REFUND                P N H 600.611

 17069 01/31/11 DONAHUE/JAKE           4338 DISASTER PREPARATION  200.00    510490 PER DIEM              P N H 100.1020.2106.000

       GENERAL CHECK FORM                           TOTAL      35,614.20
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 16719 11/30/10 AUTO MART               750 VEHICLE MAINT#235 & 1,253.76CR  510408 11270/11300           P M H 100.1022.2044.000
 16719 11/30/10 AUTO MART               750 AUTO TUNE UP          473.44CR  510409 11300                 P M H 503.5031.2044.000
                                                                1,727.20CR *CHECK TOTAL

 17070 01/31/11 A T & T                 259 WATER                 166.73    510413 96073902035551        P N W 503.5030.2015.000

 17071 01/31/11 ACS                    1432 2010 GFS 1099 WEBEX    65.25    510415 620290                P N W 100.1003.2105.000

 17072 01/31/11 AFLAC                  1018 125 PLAN FLEX ONE      50.00    510471 525761ER              P N W 690.246

 17073 01/31/11 ANTHEM BLUE CROSS       627 MEDICAL INS PREMIU 59,902.10    510414 301246B               P N W 690.231

 17074 01/31/11 ARAMARK UNIFORM SERV   4065 MATS/MOPS/RAGS        345.28    510416 37557000              P N W 100.1016.2199.000
 17074 01/31/11 ARAMARK UNIFORM SERV   4065 MATS/RAGS             236.95    510416 37557000              P N W 501.5013.2199.000
 17074 01/31/11 ARAMARK UNIFORM SERV   4065 MATS                    8.25    510416 37557000              P N W 100.1040.2081.030
                                                                  590.48   *CHECK TOTAL

 17075 01/31/11 AT&T                   4123 POLICE                828.18    510411 01032011              P N W 100.1020.2015.000
 17075 01/31/11 AT&T                   4123 PUBLIC WORKS          123.15    510411 01032011              P N W 100.1040.2015.000
 17075 01/31/11 AT&T                   4123 ENGINEERING           123.16    510411 01032011              P N W 100.1042.2015.000
 17075 01/31/11 AT&T                   4123 POOL                   14.18    510411 01032011              P N W 100.1030.2015.000
 17075 01/31/11 AT&T                   4123 SEWER PLANT            93.29    510411 01032011              P N W 501.5013.2015.000
 17075 01/31/11 AT&T                   4123 WATER PLANT            66.23    510411 01032011              P N W 503.5030.2015.000
 17075 01/31/11 AT&T                   4123 AIRPORT                15.47    510411 01032011              P N W 500.5001.2110.000
 17075 01/31/11 AT&T                   4123 WCAC                   29.68    510411 01032011              P N W 600.601
 17075 01/31/11 AT&T                   4123 4601-2-3 40%          329.92    510411 01032011              P N W 100.1002.2015.000
 17075 01/31/11 AT&T                   4123 24%                   197.96    510411 01032011              P N W 206.2060.2015.000
 17075 01/31/11 AT&T                   4123 12%                    98.97    510411 01032011              P N W 210.2100.2015.000
 17075 01/31/11 AT&T                   4123 12%                    98.97    510411 01032011              P N W 100.1015.2015.000
 17075 01/31/11 AT&T                   4123 12%                    98.97    510411 01032011              P N W 100.1010.2015.000
 17075 01/31/11 AT&T                   4123 PLANNING 9341 1/3      10.37    510411 01032011              P N W 206.2060.2015.000
 17075 01/31/11 AT&T                   4123 1/3                    10.37    510411 01032011              P N W 100.1010.2015.000
 17075 01/31/11 AT&T                   4123 1/3                    10.36    510411 01032011              P N W 210.2100.2015.000
                                                                2,149.23   *CHECK TOTAL

 17076 01/31/11 ATT MOBILITY           4253 ENGINEERING            83.02    510412 01122011              P N W 100.1042.2015.000
 17076 01/31/11 ATT MOBILITY           4253 PUBLIC WORKS           95.33    510412 01122011              P N W 100.1040.2015.000
 17076 01/31/11 ATT MOBILITY           4253 REDEVELOPMENT/PLANNING 43.19    510412 01122011              P N W 206.2060.2015.000
 17076 01/31/11 ATT MOBILITY           4253 CODE ENFORCEMENT       12.94    510412 01122011              P N W 206.2060.2015.000
 17076 01/31/11 ATT MOBILITY           4253 WATER                  36.09    510412 01122011              P N W 503.5030.2015.000
 17076 01/31/11 ATT MOBILITY           4253 SEWER                 151.74    510412 01122011              P N W 501.5013.2015.000
 17076 01/31/11 ATT MOBILITY           4253 BUILDING               29.73    510412 01122011              P N W 100.1015.2015.000
 17076 01/31/11 ATT MOBILITY           4253 POLICE                109.96    510412 01122011              P N W 100.1020.2015.000
                                                                  562.00   *CHECK TOTAL

 17077 01/31/11 AUTO MART               750 VEHICLE MAINT#235 & 1,253.76    510410 11270/11300           P M W 100.1022.2044.000

 17078 01/31/11 B & B INDUSTRIAL SUP      9 STAINLESS SHEETS      370.14    510488 131290                P N W 405.4050.4003.000
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 17079 01/31/11 BOWERS/JOSH            4239 WEB MAINTENANCE       350.00    510487 JANUARY 2011          P M W 100.1002.2081.030

 17080 01/31/11 BUILD IT GREEN         4334 MEMBERSHIP            200.00    510417 1499/1498             P N W 100.1011.2050.000

 17081 01/31/11 BURTNESS/BRANDI        4376 MILEAGE REIMBURSEMENT  87.72    510418 01182011              P N W 100.1040.2105.000

 17082 01/31/11 C P O A                4516 LEGAL UPDATE 2011      80.00    510423 TUITION               P N W 100.1020.2106.000

 17083 01/31/11 CAINE/DENVEL           4447 CONTRACT OPERATOR   3,307.50    510484 01262011              P M W 503.5033.2081.030

 17084 01/31/11 CALIFORNIA BACKGROUN   4566 ANNUAL DUES-WARNOCK    45.00    510424 01182011              P N W 651.6510.2199.000

 17085 01/31/11 CATHERINE KILLION'S    4027 JANITORIAL ENG        130.00    510419 86/PW&ENG10/11        P M W 100.1042.2081.030
 17085 01/31/11 CATHERINE KILLION'S    4027 JANITORIAL PW         130.00    510419 86/PW&ENG10/11        P M W 100.1040.2081.030
 17085 01/31/11 CATHERINE KILLION'S    4027 JANITORIAL CITY HALL  800.00    510419 86/PW&ENG10/11        P M W 100.1016.2061.020
                                                                1,060.00   *CHECK TOTAL

 17086 01/31/11 CAVALLARI/JOANNE       4469 CHECK ENDORSEMENT STAM 45.89    510421 GOODES STAMP          P N W 100.1003.2055.000

 17087 01/31/11 CAYLER/PAUL            4259 CELL PHONE REIMBURSEM 100.00    510422 01212011              P N W 100.1002.2015.000
 17087 01/31/11 CAYLER/PAUL            4259 HEALTH CLUB REIMB      40.00    510422 01212011              P N W 100.1002.2033.000
                                                                  140.00   *CHECK TOTAL

 17088 01/31/11 CCUG                   4565 REGISTRATION FEE       35.00    510425 01262011              P N W 100.1023.2105.000

 17089 01/31/11 CEB                    4280 UPDATE                190.22    510420 09803267              P N W 100.1004.2050.000

 17090 01/31/11 COAST HARDWARE           31 HARDWARE               25.35    510426 2150                  P N W 100.1016.2025.000
 17090 01/31/11 COAST HARDWARE           31 HARDWARE              128.65    510426 2150                  P N W 503.5033.2041.000
 17090 01/31/11 COAST HARDWARE           31 HARDWARE               29.50    510426 2150                  P N W 503.5031.2041.000
 17090 01/31/11 COAST HARDWARE           31 HARDWARE                1.08    510426 2150                  P N W 501.5013.2041.000
 17090 01/31/11 COAST HARDWARE           31 HARDWARE                9.78    510426 2150                  P N W 100.1022.2101.032
 17090 01/31/11 COAST HARDWARE           31 HARDWARE                7.59    510426 2150                  P N W 501.5011.2041.000
 17090 01/31/11 COAST HARDWARE           31 HARDWARE              276.19    510426 2150                  P N W 100.1041.2101.045
 17090 01/31/11 COAST HARDWARE           31 HARDWARE               26.01    510426 2150                  P N W 100.1050.2101.045
 17090 01/31/11 COAST HARDWARE           31 HARDWARE               19.55    510426 2150                  P N W 100.1050.2101.045
 17090 01/31/11 COAST HARDWARE           31 HARDWARE               41.30    510426 2150                  P N W 100.1022.2101.031
                                                                  565.00   *CHECK TOTAL

 17091 01/31/11 COUNTY OF MENDOCINO     198 ELECTION COSTS      4,684.59    510428 2010/11-16            P N W 100.1006.2081.030

 17092 01/31/11 COUNTY OF MENDOCINO    4133 MO SVC AGREE DEC 2010 660.00    510427 201012-2              P N W 100.1020.2081.030
 17092 01/31/11 COUNTY OF MENDOCINO    4133 HOURLY SUPPORT DEC 20 251.14    510427 201012-2              P N W 100.1020.2081.030
 17092 01/31/11 COUNTY OF MENDOCINO    4133 SERVICE CREDIT DEC 20 250.00CR  510427 201012-2              P N W 100.1020.2081.030
                                                                  661.14   *CHECK TOTAL

 17093 01/31/11 DEEP VALLEY SECURITY     40 PW&ENG OFFICE SECURITY 16.48    510429 196725                P N W 100.1040.2081.030
 17093 01/31/11 DEEP VALLEY SECURITY     40 PW&ENG OFFICE SECURITY 49.42    510429 196725                P N W 100.1042.2081.030
 17093 01/31/11 DEEP VALLEY SECURITY     40 PW SHOP SECURITY       22.00    510429 196725                P N W 100.1041.2081.030
                                                                   87.90   *CHECK TOTAL
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 17094 01/31/11 DELL BUSINESS CREDIT   4449 TONER                 292.42    510430 2002941313243         P N W 206.2060.2055.000

 17095 01/31/11 DONAHUE/JAKE           4338 PER DIEM               80.00    510485 SFTS                  P N W 100.1020.2106.000

 17096 01/31/11 EBA ENGINEERING INC    3985 WP IMPLEMENTATION I   332.50    510431 22237                 P N W 201.2011.2081.030

 17097 01/31/11 FISHER WIRELESS        4105 PD RADIO MAINT-FEB  1,266.30    510432 468/2369              P N W 100.1020.2041.000
 17097 01/31/11 FISHER WIRELESS        4105 NICAD BATTERY         146.15    510432 468/2369              P N W 100.1041.2041.000
                                                                1,412.45   *CHECK TOTAL

 17098 01/31/11 FRED PAYOR SEMINARS    4563 PAYROLL LAW 2011      199.00    510433 SEMINAR               P N W 100.1003.2105.000

 17099 01/31/11 GAMBLE/BRANDI          4480 PER DIEM               40.00    510435 01262011              P N W 100.1020.2106.000

 17100 01/31/11 GHA TECHNOLOGIES INC   4216 ADOBE ACROBAT X PROF  331.12    510438 634523                P N W 501.5010.2055.000

 17101 01/31/11 GLOBE/MIKE             4341 PER DIEM               40.00    510436 01262011              P N W 100.1022.2105.000

 17102 01/31/11 GONZALEZ/GERARDO        395 LODGING               477.48    510437 01262011              P N W 100.1020.2105.000
 17102 01/31/11 GONZALEZ/GERARDO        395 CAB FARE               20.00    510437 01262011              P N W 100.1020.2105.000
 17102 01/31/11 GONZALEZ/GERARDO        395 LUGGAGE HANDLING FEE   25.00    510437 01262011              P N W 100.1020.2105.000
 17102 01/31/11 GONZALEZ/GERARDO        395 LUGAGE HANDLING FEE    25.00    510437 01262011              P N W 100.1020.2105.000
 17102 01/31/11 GONZALEZ/GERARDO        395 BRIDGE TOLL             6.00    510437 01262011              P N W 100.1020.2105.000
 17102 01/31/11 GONZALEZ/GERARDO        395 PER DIEM              160.00    510437 01262011              P N W 100.1020.2105.000
                                                                  713.48   *CHECK TOTAL

 17103 01/31/11 GRAINGER/W.W.           173 CONCESSION STAND SU 2,965.88    510439 9442544988            P N W 405.4050.4003.000
 17103 01/31/11 GRAINGER/W.W.           173 FIXTURE               565.71    510489 9442905627            P N W 405.4050.4003.000
                                                                3,531.59   *CHECK TOTAL

 17104 01/31/11 GRUNDFOS CBS INC.      4569 PUMP                1,728.86    510434 1900063915            P N W 503.5033.2041.000

 17105 01/31/11 HARTFORD RETIREE PRE   4422 MED INSURANCE OBERDOR 882.82    510440 50016 FEB 2011        P N W 690.231

 17106 01/31/11 HD SUPPLY FACILITIES   3997 SP SUPPLIES           222.74    510441 311412/312116         P N W 501.5013.2101.034
 17106 01/31/11 HD SUPPLY FACILITIES   3997 SP SUPPLIES            68.90    510441 311412/312116         P N W 501.5013.2101.034
                                                                  291.64   *CHECK TOTAL

 17107 01/31/11 I B E W                 255 EMPLOYEE CONTRIBUTION 326.23    510442 JAN 2011              P N W 690.235

 17108 01/31/11 JDS                    4324 PARKING CITATION ADMI 100.00    510444 1830                  P N W 100.1020.2081.030

 17109 01/31/11 LIEBERT CASSIDY WHIT    433 LEGAL SERVICES      1,242.00    510445 126512                P N W 100.1005.2061.010

 17110 01/31/11 LIONS GATE HOTEL     .08724 LODGING               380.72    510446 01312011              P N W 100.1020.2106.000

 17111 01/31/11 LITTLE LAKE AUTO PAR     46 AUTO PARTS             15.41    510447 10057                 P N W 201.2011.2101.045
 17111 01/31/11 LITTLE LAKE AUTO PAR     46 AUTO PARTS             35.26    510447 10057                 P N W 501.5011.2041.000
 17111 01/31/11 LITTLE LAKE AUTO PAR     46 AUTO PARTS            100.74    510447 10057                 P N W 100.1041.2101.045
 17111 01/31/11 LITTLE LAKE AUTO PAR     46 AUTO PARTS             16.48    510447 10057                 P N W 100.1022.2044.000
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 17111 01/31/11 LITTLE LAKE AUTO PAR     46 AUTO PARTS             49.55    510447 10057                 P N W 501.5013.2041.000
 17111 01/31/11 LITTLE LAKE AUTO PAR     46 AUTO PARTS             86.95    510447 10057                 P N W 100.1050.2101.045
 17111 01/31/11 LITTLE LAKE AUTO PAR     46 AUTO PARTS             23.02    510447 10057                 P N W 100.1011.2041.000
                                                                  327.41   *CHECK TOTAL

 17112 01/31/11 MANNATT/TOM            4357 REIMBURSE CALTRANS LUN 53.00    510450 11313/11312           P N W 100.1042.2101.045

 17113 01/31/11 MATTHEW BENDER & CO.    205 UPDATES               369.69    510448 1041669001            P N W 100.1006.2050.000

 17114 01/31/11 MENDOCINO COUNTY       4358 ANNUAL CONTRIBUTION 3,500.00    510449 01182011              P N W 100.1020.2081.027

 17115 01/31/11 MENDOCINO JANITORIAL   4255 PD JANITORIAL       1,250.00    510452 1449                  P M W 100.1016.2061.020

 17116 01/31/11 MILLER/LAUREL          4513 GROCERY               102.06    510486 01312011              P N W 600.601

 17117 01/31/11 MOBILE WELDING          484 BALLFIELDS RESTROOM   325.00    510483 586112                P M W 405.4050.4003.000

 17118 01/31/11 MUNIQUIP INC           4418 MECHANICAL SEAL/O-R 1,782.50    510453 101947                P N W 501.5013.2041.000

 17119 01/31/11 P G & E COMPANY         114 SEWER               1,832.30    510459 01122011              P N W 501.5013.2110.000
 17119 01/31/11 P G & E COMPANY         114 ENGINEERING           125.56    510459 01122011              P N W 100.1042.2110.000
 17119 01/31/11 P G & E COMPANY         114 PARKS                   9.46    510459 01122011              P N W 100.1050.2110.000
 17119 01/31/11 P G & E COMPANY         114 SEWER                 129.37    510459 01122011              P N W 501.5013.2110.000
 17119 01/31/11 P G & E COMPANY         114 WATER                  34.57    510459 01122011              P N W 503.5033.2110.000
                                                                2,131.26   *CHECK TOTAL

 17120 01/31/11 PACE SUPPLY CORP         12 STRAPS/CORP BALL      487.53    510461 21104306              P N W 503.5031.2044.000

 17121 01/31/11 PARKSON                4564 BRUSH KIT/CLAMPS    2,782.96    510454 AR1/1110114    003415 P N W 501.5013.2041.000

 17122 01/31/11 PEAT/LESTER            4281 WATER OPERATOR III    680.00    510457 JAN 2011              P M W 503.5033.2081.030

 17123 01/31/11 PMC INC                4040 FINAL HOUSING ELEMENTS 25.00    510460 32831                 P N W 210.2100.2061.020

 17124 01/31/11 PRINCIPAL MUTUAL LIF    629 LIFE INS PREMIUM      832.74    510456 N85577-1FEB'11        P N W 690.231

 17125 01/31/11 PROFLAME                 96 SP PROPANE            743.69    510458 858738/208659         P N W 501.5013.2110.000
 17125 01/31/11 PROFLAME                 96 CREDIT FROM WP ACCOUNT 80.26CR  510458 858738/208659         P N W 503.5033.2110.000
 17125 01/31/11 PROFLAME                 96 PW PROPANE             22.52    510458 858738/208659         P N W 100.1050.2101.045
                                                                  685.95   *CHECK TOTAL

 17126 01/31/11 PUBLIC SAFETY          4568 TUITION               110.00    510455 01192011              P M W 100.1020.2106.000

 17127 01/31/11 R E M I F               135 DENTAL INSURANCE PR 5,550.00    510463 FEB 2011              P N W 690.231
 17127 01/31/11 R E M I F               135 VISION INSURANCE PREM 825.00    510463 FEB 2011              P N W 690.231
 17127 01/31/11 R E M I F               135 EAP INS PREMIUM JAN 1 222.07    510463 FEB 2011              P N W 690.231
                                                                6,597.07   *CHECK TOTAL
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 17128 01/31/11 RESIDENCE INN        .08725 LODGING                95.55    510462 86037596              P N W 100.1020.2106.000

 17129 01/31/11 SAFETYLINE             4362 JACKET/EMBROIDERED    278.41    510466 19324                 P N W 201.2011.2101.045

 17130 01/31/11 SHN CONSULTING         1673 ENG & PROJECT MGMT 48,237.42    510467 73778                 P N W 430.4330.2061.012

 17131 01/31/11 SPECIALTY ACCESS SYS   4567 JUSTICE CENTER INTERC 566.51    510465 6039                  P N W 651.6510.2199.000

 17132 01/31/11 SSDTTF               .08726 TUITION                74.00    510464 1252011               P N W 100.1020.2106.000

 17133 01/31/11 STATE OF CALIFORNIA     843 DUI ANALYSIS DEC 2010 420.00    510468 831064                P N W 100.1020.2061.014

 17134 01/31/11 TECHNOLOGY TRANSFER    4534 LOCAL ASSISTANCE ACAD 295.00    510443 1130PD040214          P N W 100.1042.2105.000

 17135 01/31/11 TOSHIBA                4263 COPIER USAGE          299.16    510469 169519840             P N W 100.1002.2095.000

 17136 01/31/11 TOSHIBA BUSINESS SOL   4242 COPIER                161.80    510470 7974541               P N W 100.1002.2095.000

 17137 01/31/11 U.V.A.H. INC           1435 WCAC JANITORIAL SERVIC 90.00    510472 IN09467               P N W 600.601

 17138 01/31/11 UKIAH PAPER SUPPLY I    164 JANITORIAL SUPPLIES   489.71    510473 372747/373234         P N W 600.601

 17139 01/31/11 W P O A                 262 EMPLOYEE CONTRIBUTION 820.16    510478 JAN 2011              P N W 690.234

 17140 01/31/11 WATER WORKS ENGINEER   4285 WTP EXPANSION      20,795.27    510474 1580                  P M W 503.5034.2061.012

 17141 01/31/11 WEST                   4122 2011 EVIDENCE CODE     36.98    510475 6070682078            P N W 100.1020.2050.000
 17141 01/31/11 WEST                   4122 CIVIL PRACTICE PAMPHLE 28.01    510475 6070682078            P N W 100.1004.2050.000
                                                                   64.99   *CHECK TOTAL

 17142 01/31/11 WESTGATE PETROLEUM I   4045 FILTER                 13.00    510480 87912/512612          P N W 501.5013.2044.000
 17142 01/31/11 WESTGATE PETROLEUM I   4045 MOTOR OIL             643.58    510480 87912/512612          P N W 100.1041.2044.000
                                                                  656.58   *CHECK TOTAL

 17143 01/31/11 WILLITS KIDS CLUB      3981 PAYROLL DEDUCTION      40.00    510477 01212011              P N W 690.248

 17144 01/31/11 WILLITS NEWS            179 SEWER CLEANER BID AD   36.69    510479 3792445               P N W 501.5010.2055.000

 17145 01/31/11 WILLITS ONLINE LLC     4108 INTERNET SERVICE      189.00    510476 364777                P M W 100.1002.2015.000
 17145 01/31/11 WILLITS ONLINE LLC     4108 INTERNET SERVICE      189.00    510476 364777                P M W 501.5013.2015.000
 17145 01/31/11 WILLITS ONLINE LLC     4108 STATIC IP              45.00    510476 364777                P M W 501.5013.2015.000
 17145 01/31/11 WILLITS ONLINE LLC     4108 CREDIT                  2.50CR  510476 364777                P M W 100.1002.2015.000
 17145 01/31/11 WILLITS ONLINE LLC     4108 CREDIT                  2.50CR  510476 364777                P M W 501.5013.2015.000
                                                                  418.00   *CHECK TOTAL

 17146 01/31/11 XEROX CORP              185 COPIER                127.28    510481 052645806             P N W 206.2060.2055.000

 17147 01/31/11 ZFA STRUCTURAL ENGIN   4220 WP METAL BLDG ADDIT 1,595.00    510482 9645                  P N W 503.5034.2081.030

       GENERAL CHECK FORM                           TOTAL     184,450.98
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WARRANT  DATE   VENDOR                      DESCRIPTION           AMOUNT    CLAIM  INVOICE        PO#    F 9 S ACCOUNT

       GENERAL CHECK FORM

 17148 01/31/11 PG&E CFM/PPC DEPARTM   4571 300 N LENORE ST    84,305.15    510499 1119575               P N H 430.4330.4003.000

       GENERAL CHECK FORM                           TOTAL      84,305.15





CITY OF WILLITS

BUILDING INSPECTION ACTIVITY REPORT

FOR THE MONTH OF: January 2011

NEW CONSTRUCTION LIVING UNITS BLDG. PERMITS VALUATION
1) Single Family Dwellings
2) Two Family Dwelling 2 1 175,200.00$
3) Three and Four Family Dwelling
4) Five or More Family Dwelling
5) Moved Dwellings and Modular Units
6) Hotels and Motels
7) Amusement and Recreation Buildings
8) Churches and Religious Buildings
9) Industrial Buildings
10) Private Garages and Carports 1 19,000.00$
11) Service Station and Repair Garages
12) Office, Bank and Professional Buildings
13) Stores and Similar Buildings
14) Warehouse and Agriculture Buildings
MISCELLANEOUS CONSTRUCTION
15) Reroof, Siding, Windows, Etc.
16) Heating and Air Conditioning 2 6,000.00$
17) Electric, Mechanical, Plumbing
18) Demolition
STRUCTURES OTHER THAN BUILDINGS
19) Foundations, Pools, Walls, Signs, etc.
CONVERSIONS
20) Non-Residential to Residential
21) Residential to Non-Residential
ADDITIONS AND ALTERATIONS
22) Residential Buildings 1 5,000.00$
23) Non-Residential Buildings

TOTALS 5 205,200.00$

COMPARISON TYPE OF PERMIT AND OTHER REVENUE
#'s FEE'S

Valuation This Month 205,200.00$ Building 3 3,150.93$

Same Month Last Year 182,500.00$ Electrical
Mechanical 2 108.00$

Revenue This Month 3,258.93$ Plumbing
Same Month Las Year 3,089.84$ Grading

Demolition
Permits This Month 5 Plan Check
Same Month Last Year 7 Late Fee

Bldg. Survey
TOTALS TO DATE THIS FISCAL YEAR Sewer Insp.
Construction Valuation 1,387,050.00$
Fees Collected 19,453.04$
No. of Permits 54

TOTALS: 5 3,258.93$
TOTALS TO SAME DATE LAST YEAR
Construction Valuation 698,600.00$
Fees Collected 12,280.27$ Respectfully Submitted:
No. of Permits 50

________________________________
W. Frank Howard, Building Insp. / Date



Item No. 9b(1)

Meeting Date: February 9, 2011

AGENDA SUMMARY REPORT

To: Honorable Mayor and Council Members

From: Alan Falleri, Community Development Director

Agenda Title: DISCUSSION AND POSSIBLE DIRECTION TO REQUEST EXTENSION OF CALIFORNIA
POLLUTION CONTROL FINANCING AUTHORITY SUSTAINABLE COMMUNITIES GRANT AND LOAN
PROGRAM GRANT AGREEMENT NUMBER 07-07

Type: Presentation Consent Regular Agenda Public Hearing Urgent Time: 30 min.

Summary of Request: The City received a grant in the amount of $323,512 from the California Pollution
Control Financing Authority (CPCFA) Sustainable Communities Grant and Loan Program to address water
issues within the City. The grant agreement became effective on March 3, 2008, and has a 36-month term,
expiring on March 3, 2011. A detailed description of the grant is attached for the Council’s review, but a
summary of the main features is as follows: The grant provided half of the funding for a full-time position for
a Water Conservation Specialist (the other half of that position is funded in the RDA budget). Under
direction of the grant steering committee, the Water Conservation Specialist was to coordinate the design
and construction of two rainwater catchment demonstration systems, a bioswale demonstration project and
a greywater demonstration system. Other tasks include the creation of procedures, codes and policies to
implement such projects, the production of a Water Conservation Handbook, and public education and
promotion programs and materials. The rainwater, bioswale and greywater projects have been largely
completed but work remains on the other tasks listed above.

As the Council may recall, early in this process, the State Pooled Money Investment Board “froze” grant
funding for a number of projects the City was involved with and, although this grant was not subject to that
“freeze,” there was some apprehension on the part of the Interim City Manager. Bob Christofferson, and
City Council at that time regarding proceeding with grant-funded projects until funding could be more
certain. We delayed the recruitment process for the Water Conservation Specialist for some time during
that period, however, Mr. Christofferson did appoint John Sherman as the Interim Water Conservation
Specialist until the position could be filled and John was able to substantially complete the rainwater
catchment projects. Our full-time Water Conservation Specialist came on board on August 17, 2009 (15½
months after the effective date of the grant) with the hiring of Quinton Roland. Since that time, Quinton has
been working on the remaining grant tasks and his role with the City was expanded to assist with other
water related matters including the Agreement for Water Services Outside the City Limits, water-wise
landscaping ordinance and water conservation ordinance, as well as assisting with some transportation
planning tasks.

Because of the lag time in hiring a full-time Water Conservation Specialist that substantially delayed work
on some of the grant tasks, we are in the position of not being able to complete all of the tasks by the
March 3rd deadline. To date, a total of $130,813 has been claimed leaving a balance of $192,699 which will
not be entirely used because we saved so much money on our greywater task (the State adopted new
greywater regulations eliminating most of our need to craft new local regulations). Because the position is
funded in the Fiscal Year 2010/2011 RDA budget until the end of the Fiscal Year and I believe it is
reasonable to complete the remaining tasks in that timeframe, I am recommending that we request the
CPCFA to extend the grant to June 30, 2011. The Project Coordinator at the CPCFA has advised that they
have extended several similar grants recently and they would prefer to extend the grant and see us
complete the project.



Recommended Action: Direct staff to request an extension of the grant until June 30, 2011.

Alternative(s): 1. Direct staff to request a one-year extension of the grant to March 3, 2012. This would
account for almost all of the delay (and corresponding salary/benefits) in hiring the Water Conservation
Specialist (the delay was from March 3, 2007 and August 17, 2009; 15½ months minus the reimbursement
for John Sherman’s time). This would necessitate a discussion of appropriating funds in the Fiscal Year
2011/2012 budget for half of the Water Conservation Specialist salary/benefits past June 30, 2011.

2. Do not request an extension of the grant. This would put the City in a position of not being able to
complete some important water conservation tasks, some mandated by State Law, and risking the Air
Pollution Control Financing Authority refusing reimbursement for some tasks where the City match was not
met. Because the State Department of Public Health recognized the hiring of a Water Conservation
Specialist as a significant benefit and a reason for leniency in working with the City on water shortage and
water system issues, I would strongly recommend against this alternative.

Note: It was originally contemplated that a permanent full-time Water Conservation Specialist position may
be needed on City staff, possibly within the Water Department, to address ongoing water conservation
issues and State requirements into the future. The decision to continue to fund a City Water Conservation
position beyond the terms of the grant will need to be addressed during the Fiscal Year 2011/2012 budget
process.

Fiscal Impact: Extending the grant to June 30, 2011, would allow the City to maintain the full-time Water
Conservation Specialist position through June 30, 2011, to complete the tasks that have been assigned,
and seek reimbursement from the granting agency for some of those costs including half of the salary and
benefits for that position. The position is currently budgeted within the Fiscal Year 2010/2011 RDA budget
to the end of the Fiscal Year and half of the salary/benefit cost can be reimbursed by the Air Pollution
Control Financing Authority. Allowing the grant to expire would eliminate the ability for reimbursement for
half of the salary/benefits, or necessitate reducing the position to a half-time position, or result in
eliminating the position. It would be very difficult for remaining staff to pick up this additional work and it
would be more costly to hire outside consultants to complete the remaining tasks.

Personnel Impact: See discussion under Fiscal Impact above.

Reviewed by: City Manager City Attorney Finance Director Human Resources Risk

Council Action: Approved Denied Other: ________________________________________

Records: Agreement Resolution #_________ Ordinance #_________ Other _________



































Item No. 9e(1)

Meeting Date: February 9, 2011

AGENDA SUMMARY REPORT

To: Honorable Mayor and Council Members

From: Tom Mannatt, City Engineer

Agenda Title: PRESENTATION OF PRELIMINARY PLANS FOR THE REDWOOD AVENUE STORM
DRAIN PROJECT

Type: Presentation Consent Regular Agenda Public Hearing Urgent Time: 10 min.

Summary of Request: The Engineering Department has received direction to design a storm drain
rehabilitation project at the western end of Redwood Avenue. There is a history of problems at the site
associated with vehicles running into an open drainage ditch. The design presented herein discusses the
replacement of the roadside swale with a new drainage system. The project includes removal of the open
ditch and culverts, replacement of the corrugated metal pipe with high density polyetheylene pipe, and the
installation of new curb and gutter to accommodate surface drainage. This project will require the relocation
of two PG&E joint poles that carry electrical, telephone, and other cable facilities. An application for
relocation of the poles has been submitted to PG&E.

Recommended Action: Presentation only; no action required.

Alternative(s): None recommended.

Fiscal Impact: A cost estimate is attached for Council review.

Personnel Impact: None at this time.

Reviewed by: City Manager City Attorney Finance Director Human Resources Risk

Council Action: Approved Denied Other: ________________________________________

Records: Agreement Resolution #_________ Ordinance #_________ Other _________
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2/3/2011

1 LS 1 $20,000  $       20,000 

2 LS 1 $5,000  $         5,000 

3 LS 1 $5,000  $         5,000 

4 EA 2 $3,000  $         6,000 

5 EA 1 $3,000  $         3,000 

5 EA 3 $3,500  $       10,500 

6 LF 30 $90  $         2,700 

7 LF 20 $90  $         1,800 

7 LF 340 $110  $       37,400 

8 LF 230 $42  $         9,660 

9 LF 150 $50  $         7,500 

10 EA 1 $500  $            500 

11 EA 1 $500  $            500 

12 TON 50 $125  $         6,250 

13 TON 65 $115  $         7,475 

 $     123,285 
 $       12,329 

 $     135,614 

MOBILIZATION, INSURANCE, PERMITS

TRAFFIC MANAGEMENT

STORM WATER POLLUTION 
PREVENTION

CURB INLET

12" HDPE

24" HDPE

30" CURB AND GUTTER

CULVERT REMOVAL

AC LEVELING (1/2")

AC SURFACE (1/2")

QUANTITY
UNIT     

PRICE TOTALDESCRIPTION

STORM DRAIN MANHOLE

REMOVE EXISTING DROP INLET

STUMP REMOVAL

ITEM 
NO. UNIT

REDWOOD STREET STORM DRAIN PROJECT PRELIMINARY ENGINEER'S 
ESTIMATE

18" HDPE

24"X24" DROP INLET

10% CONTINGENCY
SUBTOTAL

TOTAL



Item No. 9f(1)

Meeting Date: February 9, 2010

AGENDA SUMMARY REPORT

To: Honorable Mayor and Council Members

From: Paul Cayler, City Manager
Joanne Cavallari, Finance Director/City Treasurer

Agenda Title: RECEIVE REVISED DOCUMENTS REQUIRED FOR THE WILLITS CERTIFICATES OF
PARTICIPATION USDA FINANCING FOR THE WASTE WATER TREATMENT PLANT PROJECT

Type: Presentation Consent Regular Agenda Public Hearing Urgent Time: 5 min.

Summary of Request: Attached are revised documents from our Bond Counsel indicating the change in
interest rate and closing date for our $8,300,000 loan through USDA. The resolutions adopted last fall are
still effective, so we do not need to get the documents re-approved. These documents are provided to give
you an update, and to let you know we are on our way toward closing the loan on March 1, 2011.

Recommended Action: Receive and file updated loan documents.

Alternative(s): None recommended.

Fiscal Impact: The interest rate has increased from 2.25% to 2.5%. However, this is still below the
previous ceiling of 2.75%.

Personnel Impact: Minimal.

Reviewed by: City Manager City Attorney Finance Director Human Resources Risk

Council Action: Approved Denied Other: ________________________________________

Records: Agreement Resolution #_________ Ordinance #_________ Other _________
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the 
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TRUST AGREEMENT 
 
 
This TRUST AGREEMENT, made and entered into as of November 1March 1, 201110, 

by and among the TREASURER OF THE CITY OF WILLITS, as trust administrator (the “Trust 
Administrator”), CITY OF WILLITS PUBLIC FACILITIES CORPORATION, a corporation, duly 
organized and existing under the laws of the State of California (the “Corporation”), as seller 
under the Installment Sale Agreement hereinafter defined and the CITY OF WILLITS, a 
municipal corporation and general law city organized and existing under the laws of the State of 
California (the “City); 

 
W I T N E S S E T H 

 
WHEREAS, the City and the Corporation have entered into an installment sale 

agreement (the “Installment Sale Agreement”), dated as of the date hereof, whereby the 
Corporation has agreed to sell certain improvements to the City’s wastewater system (the 
“Project”) to the City and the City has agreed to purchase the Project from the Corporation; and 

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

the Trust Administrator for financing the construction of the Project, the Corporation proposes to 
assign and transfer certain of its rights under the Installment Sale Agreement to the Trust 
Administrator and, in consideration of such assignment and the execution of this Trust 
Agreement, the Trust Administrator has agreed to execute and deliver a series of certificates of 
participation, evidencing direct, undivided fractional interests in the Installment Payments and 
Prepayments (each as hereinafter defined) to be made by the City, to provide the moneys 
required herein to be deposited by the Corporation; 

 
WHEREAS, the original purchaser and owner of the Certificates shall be the 

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

contained herein, the parties hereto hereby agree as follows: 
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ARTICLE I 
DEFINITIONS; AUTHORIZATION; EXHIBITS 

 
 

Section 1.01. Definitions. Unless the context otherwise requires, the terms defined in 
Exhibit A attached hereto shall, for all purposes of this Trust Agreement, have the meanings 
therein specified. 

 
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. Content of Written Certificates.  
 

(a) Contents. Every certificate provided for in this Trust Agreement with 
respect to compliance with any provision hereof, except the certificate of destruction 
pursuant to Section 14.07, shall include (a) a statement that the person making or giving 
such certificate or opinion has read such provision and the definitions herein relating 
thereto; (b) a brief statement as to the nature and scope of the examination or 
investigation upon which the certificate is based; (c) a statement that, in the opinion of 
such person, he has made or caused to be made such examination or investigation as is 
necessary to enable him to express an informed opinion with respect to the subject 
matter referred to in the instrument to which his signature is affixed; (d) a statement of 
the assumptions upon which such certificate is based, and that such assumptions are 
reasonable; and (e) a statement as to whether, in the opinion of such person, such 
provision has been complied with. 
 

(b)  Reliance. Any such certificate made or given by a City Representative 
may be based, insofar as it relates to legal or accounting matters, upon a certificate or 
opinion of or representation by counsel or an accountant, unless such City 
Representative knows, or in the exercise of reasonable care should have known, that 
the certificate, opinion or representation with respect to the matters upon which such 
certificate or statement may be based, as aforesaid, is erroneous. Any such certificate or 
opinion made or given by counsel or an accountant may be based, insofar as it relates to 
factual matters (with respect to which information is in the possession of the City, as the 
case may be) upon a certificate or opinion of or representation by a City Representative, 
unless such counsel or accountant knows, or in the exercise of reasonable care should 
have known, that the certificate or opinion or representation with respect to the matters 
upon which such person’s certificate or opinion or representation may be based, as 
aforesaid, is erroneous. The same City Representative, or the same counsel or 
accountant, as the case may be, need not certify to all of the matters required to be 
certified under any provision of this Trust Agreement, but different officers, counsel or 
accountants may certify to different matters, respectively. 
 
Section 1.04. Exhibits. The following Exhibits are attached to, and by this reference are 

made a part of, this Trust Agreement: 
 
Exhibit A: Definitions 
Exhibit B: Form of Certificates of Participation 
Exhibit C: Form of Disbursement Requisition from Construction Fund 
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ARTICLE II 
THE CERTIFICATE OF PARTICIPATION 

 
 

Section 2.01. Authorization. The Trust Administrator is hereby authorized and directed 
upon written request from the Corporation to execute and deliver, to the Original Purchaser, the 
Certificates in the Principal Amounts evidencing undivided fractional interests in the Installment 
Payments and the prepayments. The aggregate principal amount of the Certificates shall not in 
any case exceed the aggregate payments by the Original Purchase therefor, as such payments 
and the dates thereof are endorsed on the fully registered Certificates. No provision is made for 
the Certificates to be executed and delivered in blocks or phases as the Original Purchaser’s 
regulations for single delivery have been satisfactorily met. 

 
Section 2.02. Date. Each Certificate shall be dated as of the date of delivery thereof. 
 
Section 2.03. Maturity; Interest Rates. The Certificates shall mature on November 1 in 

the years and in the principal amounts, and interest with respect thereto shall be computed at 
the Interest Rate of  per annum as shown below: 

 
Maturity Bond Total Interest 

Date Numbers Principal Rate 
11/1/2011 

1-125 
$125,000 
$131,000  

2.500% 
2.250% 

11/1/2012 
126-251 126,000133,000  

2.500% 
2.250% 

11/1/2013 
252-380 129,000136,000  

2.500% 
2.250% 

11/1/2014 
381-513 133,000139,000  

2.500% 
2.250% 

11/1/2015 
514-649 136,000142,000  

2.500% 
2.250% 

11/1/2016 
650-788 139,000145,000  

2.500% 
2.250% 

11/1/2017 
789-931 143,000149,000  

2.500% 
2.250% 

11/1/2018 
932-1077 146,000152,000  

2.500% 
2.250% 

11/1/2019 
1078-1227 150,000156,000  

2.500% 
2.250% 

11/1/2020 
1228-1381 154,000159,000  

2.500% 
2.250% 

11/1/2021 
1382-1539 158,000162,000  

2.500% 
2.250% 

11/1/2022 
1540-1700 161,000166,000  

2.500% 
2.250% 

11/1/2023 
1771-1866 166,000170,000  

2.500% 
2.250% 

11/1/2024 
1867-2036 170,000174,000  

2.500% 
2.250% 

11/1/2025 
2037-2210 174,000178,000  

2.500% 
2.250% 

11/1/2026 
2211-2388 178,000182,000  

2.500% 
2.250% 

11/1/2027 
2389-2571 183,000186,000  

2.500% 
2.250% 
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Maturity Bond Total Interest 
Date Numbers Principal Rate 

11/1/2028 
2572-2758 187,000190,000  

2.500% 
2.250% 

11/1/2029 
2759-2950 192,000194,000  

2.500% 
2.250% 

11/1/2030 
2951-3147 197,000199,000  

2.500% 
2.250% 

11/1/2031 
3148-3349 202,000203,000  

2.500% 
2.250% 

11/1/2032 
3350-3556 207,000208,000  

2.500% 
2.250% 

11/1/2033 
3557-3768 212,000212,000  

2.500% 
2.250% 

11/1/2034 
3769-3985 217,000217,000  

2.500% 
2.250% 

11/1/2035 
3986-4208 223,000222,000  

2.500% 
2.250% 

11/1/2036 
4209-4436 228,000227,000  

2.500% 
2.250% 

11/1/2037 
4537-4670 234,000232,000  

2.500% 
2.250% 

11/1/2038 
4671-4910 240,000237,000  

2.500% 
2.250% 

11/1/2039 
4911-5156 246,000243,000  

2.500% 
2.250% 

11/1/2040 
5157-5408 252,000248,000  

2.500% 
2.250% 

11/1/2041 
5409-5746 258,000254,000  

2.500% 
2.250% 

11/1/2042 
5747-5666 265,000259,000  

2.500% 
2.250% 

11/1/2043 
5667-5931 271,000265,000  

2.500% 
2.250% 

11/1/2044 
5932-6480 278,000271,000  

2.500% 
2.250% 

11/1/2045 
6481-6765 285,000277,000  

2.500% 
2.250% 

11/1/2046 
6766-7057 292,000283,000  

2.500% 
2.250% 

11/1/2047 
7058-7356 299,000290,000  

2.500% 
2.250% 

11/1/2048 
7357-7663 307,000296,000  

2.500% 
2.250% 

11/1/2049 
7664-7978 315,000303,000  

2.500% 
2.250% 

11/1/2050 
7979-8300 322,000310,000  

2.500% 
2.250% 

  $8,300,000  
 

 
Section 2.04. Interest. Interest on the Certificates shall be payable semiannually on 

each Interest Payment Date to and including the date of final principal payment (or provision 
therefor under Section 14.01 hereof) or prepayment, whichever is earlier, determined on the 
Original Purchaser’s aggregate payments for the single Certificates from the respective date(s) 
thereof, as such payments and dates thereof are endorsed on the single Certificates and 
computed on the basis of a 365-day year. Such interest shall represent the portion of 
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Installment Payments designated as interest and coming due during the six-month period 
preceding each Interest Payment Date. The portion of Installment Payments designated as 
interest with respect to any Certificate shall be computed by multiplying the portion of 
Installment Payments designated as principal with respect to such Certificate by the rate of 
interest applicable to such Certificate. 

 
Interest on any Certificate shall be payable from the Interest Payment Date next 

preceding the date of execution thereof, unless  
 

(i) such Certificate is executed on an Interest Payment Date, in which event 
interest shall be payable from such Interest Payment Date, or  

 
(ii) such Certificate is executed after the close of business on the 15th day of the 

month immediately preceding the following Interest Payment Date and prior to such 
Interest Payment Date, in which event interest shall be payable from such Interest 
Payment Date, or  

 
(iii) such Certificate is executed on or before April 15, 2011, in which event 

interest shall be payable from the date of delivery thereof;  
 

provided, however, that if at the time of execution of any Certificate, interest with respect thereto 
is in default, interest with respect thereto shall be payable from the Interest Payment Date to 
which interest has previously been paid or made available for payment.  
 

Payment of interest with respect to any Certificate shall be made to the person 
appearing on the registration books of the Trust Administrator as the Owner thereof as of the 
15th day of the month preceding such Interest Payment Date, such interest to be paid by check 
mailed by first class mail to such Owner at his address as it appears on such registration books. 

 
Section 2.05. Form of Certificate; Legends. The Certificates shall be delivered in the 

form of fully registered Certificates, without coupons, in the Denomination Amount or any 
integral multiple thereof, except that one Certificate may contain any odd amount, and no 
Certificate may have principal maturing in more than one year. The Certificates shall be 
numbered in such manner as the Trust Administrator deems appropriate. At the option of the 
Original Purchaser of the Certificate, a single, fully-registered Certificate may be executed and 
delivered with respect to the Certificates, in lieu of serial, registered Certificates, which single 
Certificate shall mature in installments of the same principal amounts and on the same dates as 
the registered Certificate it represents. The single Certificates shall be substantially in the form 
set forth in Exhibit B attached hereto and by this reference incorporated herein. The Certificates 
may contain or have endorsed thereon such provisions, specifications and descriptive words not 
inconsistent with the provisions of this Trust Agreement as may be necessary or desirable to 
comply with custom, or otherwise. 

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

Trust Administrator, at the written direction of the Corporation, by the manual signature of an 
authorized signatory of the Trust Administrator. 
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Section 2.07. Transfer and Exchange. The following shall apply to transfers and 
exchanges of Certificates, provided that no transfer or exchange of Certificates shall be required 
to be made during the 15 days prior to the date of selection of Certificates for prepayment, or of 
any Certificate selected for prepayment: 

 
(a) Transfer of Certificate. Any Certificate may, in accordance with its 

terms, be transferred upon the books required to be kept pursuant to the provisions of 
Section 2.12 hereof by the person in whose name it is registered, in person or by his 
duly authorized attorney, upon surrender of such Certificate for cancellation, 
accompanied by delivery of a written instrument of transfer in a form acceptable to the 
Trust Administrator, duly executed. Whenever any Certificate shall be surrendered for 
transfer, the Trust Administrator shall deliver a new Certificate or Certificates of the 
same maturity, interest rate and aggregate principal amount in authorized denominations 
to the transferee thereof. The Trust Administrator 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.  

 
(b) Exchange of Certificate. Certificates may be exchanged at the Principal 

Trust Office, for a like aggregate principal amount of Certificates of other authorized 
denominations of the same maturity. The Trust Administrator may require the payment 
by the Certificate Owner requesting such exchange of any tax or other governmental 
charge required to be paid with respect to such exchange. 

 
Section 2.08. Certificate Mutilated, Lost, Destroyed or Stolen. If any Certificate shall 

become mutilated, the Trust Administrator, at the expense of the Owner of said Certificate, shall 
execute and deliver a new Certificate of like maturity and principal amount in authorized 
denominations in exchange and substitution for the Certificate so mutilated, but only upon 
surrender to the Trust Administrator of the Certificate so mutilated.  Every mutilated Certificate 
so surrendered to the Trust Administrator shall be canceled by it and destroyed in accordance 
with Section 14.07 hereof, and the Trust Administrator shall deliver a certificate of destruction to 
the City. If any Certificate shall be lost, destroyed or stolen, evidence of such loss, destruction or 
theft may be submitted to the Trust Administrator and, if such evidence is satisfactory to the 
Trust Administrator and if an indemnity satisfactory to the Trust Administrator and the 
Corporation shall be given, the Trust Administrator, at the expense of the Certificate Owner, 
shall execute and deliver a new Certificate of like tenor and maturity and numbered as the Trust 
Administrator shall determine in lieu of and in substitution for the Certificate so lost, destroyed or 
stolen. The Trust Administrator may require payment of an appropriate fee for each new 
Certificate delivered under this Section 2.08 and of the expenses which may be incurred by the 
Trust Administrator in carrying out the duties under this Section 2.08. Any Certificate delivered 
under the provisions of this Section 2.08 in lieu of any Certificate alleged to be lost, destroyed or 
stolen shall be equally and proportionately entitled to the benefits of this Trust Agreement with 
all other Certificate secured by this Trust Agreement. The Trust Administrator shall not be 
required to treat both the original Certificate and any substitute Certificate as being Outstanding 
for the purpose of determining the principal amount of Certificate which may be executed and 
delivered hereunder or for the purpose of determining any percentage of Certificate Outstanding 
hereunder; the Trust Administrator shall consider only the substitute Certificate as Outstanding 
for such purpose. Notwithstanding any other provision of this Section 2.09, in lieu of delivering a 
new Certificate which has been mutilated, lost, destroyed or stolen, and which has matured, the 
Trust Administrator may make payment with respect to such Certificate upon receipt of 
indemnity satisfactory to the Trust Administrator. 
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Section 2.09. Payment. Except as otherwise provided herein, 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. The principal and prepayment price with 
respect to the Certificate at maturity or upon prior prepayment shall be payable by check 
denominated in lawful money of the United States of America upon surrender of the Certificate 
at the Principal Trust Office.  If the Government is the Owner of the single, fully-registered 
Certificate, surrender shall not be required for payment, except for final payment. 

 
Section 2.10. 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 
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 Certificate. Proof of the execution of 
any such instrument, or of any instrument appointing any such attorney or agent, and of the 
holding and ownership of Certificate 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 such Owner’s 

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, that the persons signing such instruments 
acknowledged before such notary or officer 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 the authority of such officer or member. 

 
(b) The fact of the holding of Certificate by any Owner and the amount, the 

maturity and the numbers of such Certificate and the date of his holding the same may 
be proved by reference to the Certificate Register maintained by the Trust Administrator 
provided for in Section 2.11 hereof. The Trust Administrator may conclusively assume 
that such ownership continues until transfer as provided in Section 2.07(a) hereof. 
 

(c) Nothing contained in this Article II shall be construed as limiting the Trust 
Administrator to such proof, it being intended that the Trust Administrator may accept 
any other evidence of the matters herein stated which the Trust Administrator may deem 
sufficient. 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 
Trust Administrator in pursuance of such request or consent. 
 
Section 2.11. Certificate Register. The Trust Administrator will keep or cause to be 

kept, at the Principal Trust Office, sufficient books for the registration and transfer of the 
Certificates which shall be open at all reasonable times with reasonable prior notice during 
normal business hours of the Trust Administrator to inspection by the City and the Corporation; 
and, upon presentation for such purpose, the Trust Administrator shall, under such reasonable 
regulations as it may prescribe, register or transfer or cause to be registered or transferred, on 
said books, Certificates as hereinbefore provided. 
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Section 2.12. CUSIP Numbers. The Trust Administrator, the City and the Corporation 

shall not be liable for any defect or inaccuracy in any CUSIP number that appears on any 
Certificate or in any prepayment notice. The Trust Administrator may, in its discretion, include in 
any prepayment notice a statement to the effect that any CUSIP numbers on the Certificates 
have been assigned by an independent service and are included in such notice solely for the 
convenience of the Owners and that neither the Trust Administrator, the City nor the 
Corporation shall be liable for any inaccuracies in such numbers.  

 
CUSIP numbers shall not be required if the Government is the Original Purchaser of a 

single, fully registered Certificate.  
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ARTICLE III 
CONSTRUCTION FUND 

  
Section 3.01. Construction Fund. The Trust Administrator shall establish the 

Construction Fund; shall keep the Construction Fund separate and apart from all other funds, 
accounts and moneys held by the Trust Administrator; and shall administer the Construction 
Fund as provided herein.  

 
There shall be deposited in the Construction Fund all of the proceeds of sale of the 

Certificates ($8,300,000), and any other funds from time to time deposited with the Trust 
Administrator for deposit in the Construction Fund, in each case in the installments as and when 
disbursed by the Original Purchaser. 

 
Section 3.02. Payment of Construction Costs. 
 

(a) Amounts in the Construction Fund shall be disbursed for Construction 
Costs.  

 
(b) The Trust Administrator shall disburse moneys in the Construction Fund 

to pay Construction Costs only upon receipt of a sequentially numbered requisition, the 
form of which is attached as Exhibit C, with bills, invoices or statements attached, signed 
by a District Representative (and, if required, by the Government as the Certificate 
Owner).  

 
(c) The Trust Administrator shall be responsible for the safekeeping and 

investment (in accordance with Section 8.02 hereof) of the moneys held in the 
Construction Fund for the payment of Construction Costs in accordance with this Section 
3.02, but the Trust Administrator shall not be responsible for such requisitions. 

(a) Amounts in the Construction Fund shall be disbursed for Construction 
Costs. Disbursements from the Construction Fund shall be made by the Trust 
Administrator upon receipt of a sequentially numbered requisition, a form of which is 
attached as Exhibit C, requesting disbursement executed by a City Representative and 
by the Government as the Certificate Owner.  Each such requisition shall: 

 
 (i) set forth the amounts to be disbursed for payment or 
reimbursement of previous payments of Construction Costs and the person or 
persons to whom said amounts are to be disbursed; 

 
(ii) state that the amounts to be disbursed constitute Construction 

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

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

any requisition requesting disbursement previously filed with the Trust 
Administrator pursuant to this Section 3.02; 

 
(iv) state that there has been compliance with Section 11.07 hereof 

relating to the use of the Construction Fund; 
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(v) state that (A) insofar as such requisition relates to payment for 
work, materials, equipment or supplies, such work was actually performed, or 
such materials, equipment or supplies were actually installed in furtherance of 
the construction of the Project or delivered to the appropriate site for such 
purpose, or delivered for storage or fabrication at a place approved by the City; 
and 

 
(vi) if such requisition relates to payment to a contractor, state that no 

liens have been imposed on the Project as a result of said construction except 
liens that have not yet ripened or that would attach by operation of law. 
 
(b) The Trust Administrator shall be responsible for the safekeeping and 

investment (in accordance with Section 8.02 hereof) of the moneys held in the 
Construction Fund and the payment thereof in accordance with this Section 3.02, but the 
Trust Administrator shall not be responsible for such requisitions. 
 
Section 3.03. Payment of Delivery Costs. 
 

(a) Amounts in the Construction Fund shall also be disbursed by the Trust 
Administrator to pay the Delivery Costs. 

 
(b) The Trust Administrator shall disburse moneys in the Construction Fund 

to pay the Delivery Costs only upon a receipt of a sequentially numbered requisition, the 
form of which is attached as Exhibit C, with bills, invoices or statements attached, signed 
by a District Representative (and, if required, by the Government as the Certificate 
Owner).   

 
(c) The Trust Administrator shall be responsible for the safekeeping and 

investment (in accordance with Section 8.02 hereof) of the moneys held in the 
Construction Fund for the payment of Delivery Costs in accordance with this Section 
3.03, but the Trust Administrator shall not be responsible for such requisitions. 

 
(d) Any moneys not expended to pay Delivery Costs shall be used to pay the 

costs of the Project.  
(a) Amounts in the Construction Fund shall also be disbursed by the Trust 

Administrator to pay Delivery Costs. 
 
(b) The Trust Administrator shall disburse moneys in the Construction Fund 

to pay Delivery Costs only upon a receipt of a sequentially numbered requisition, a form 
of which is attached as Exhibit C, together with bills, invoices or statements attached, 
signed by a City Representative (and, if required, by the Government as the Certificate 
Owner) 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 amounts to be disbursed are for Delivery 
Costs properly chargeable to the Construction Fund as Delivery Costs. 

 
Section 3.04. Transfers of Unexpended Proceeds. The Trust Administrator is hereby 

directed that all unexpended moneys remaining in the Construction Fund and not identified in 
writing by a City Representative and by the Owner to be required for payment of Construction 
Costs or other capital improvements (the “Unexpended Proceeds”) shall, on the date of 
completion of the Project or as soon thereafter as the Trust Administrator is so notified, be 
transferred to the Installment Payment Fund and applied to the prepayment of the Certificate. 
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ARTICLE IV 
PREPAYMENT OF CERTIFICATE 

 
 

Section 4.01. Prepayment. 
 

(a) Generally. The Certificates shall not be subject to prepayment prior to 
maturity, except in the manner, at the times and in all respects in accordance with the 
provisions of this Article IV. 

 
(b) Prepayment From Net Proceeds of Insurance and Condemnation 

and from Unexpended Proceeds. The Certificates are subject to prepayment in whole 
on any date and in part on any Interest Payment Date from the (i) Net Proceeds of any 
insurance or condemnation award and (ii) Unexpended Proceeds, which are, in either 
case deposited in the Installment Payment Fund and credited towards the prepayment 
made by the City pursuant to Section 4.03 of the Installment Sale Agreement, at a 
prepayment price equal to the principal amount thereof, together with accrued interest to 
the date fixed for prepayment, without premium. 

 
(c) Optional Prepayment. In addition, the Certificates are subject to 

prepayment in whole or in part on any date, at the principal amount with respect thereto, 
without premium, and with accrued interest to the date fixed for prepayment from the 
proceeds of optional prepayments made by the City pursuant to the Installment Sale 
Agreement: 
 
Section 4.02. Selection of Certificates for Prepayment. Whenever provision is made 

in this Trust Agreement for the prepayment of Certificates and less than all Outstanding 
Certificates are called for prepayment, the Trust Administrator shall select the Certificates to be 
prepaid for prepayment in any order of maturity selected by the City and by lot within a maturity. 
The Trust Administrator shall promptly notify the City and the Corporation in writing of the 
Certificates so selected for prepayment. 

 
Section 4.03. Notice of Prepayment.  
 

(a)  General. Notice of any such prepayment shall be given by the Trust 
Administrator on behalf and at the expense of the City by mailing a copy of a 
prepayment notice by first class mail at least 30 days and not more than 60 days prior to 
the date fixed for prepayment to such Owner of the Certificate or Certificates to be 
redeemed at the address shown on the Certificate Register maintained by the Trust 
Administrator; 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 prepayment of 
the Certificates. 
 

(b)  Contents. All notices of prepayment shall be dated and shall state:  
 

(i) the prepayment date,  
 
(ii) the prepayment price,  
 
(iii) if less than all Outstanding Certificates are to be prepaid, the 

identification (and, in the case of partial prepayment, the respective principal 
amounts) of the Certificates to be prepaid,  
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(iv) that on the prepayment date the prepayment price will become due 

and payable with respect to each such Certificates or portion thereof called for 
prepayment, 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 prepayment price, which place of payment shall be the Principal Corporate 
Trust Office. 

 
(c) Deposit. Prior to the mailing of any prepayment notice other than a 

prepayment notice relating to Certificates that are the subject of an advance refunding), 
the City shall deposit, or cause to be deposited, with the Trust Administrator an amount 
of money sufficient to pay the prepayment price of all the Certificates or portions of 
Certificates which are to be prepaid on the applicable prepayment date.  

 
In the case of a prepayment notice relating to Certificates that are the subject of 

an advance refunding, the City shall deposit, or cause to be deposited, with the Trust 
Administrator on or prior to the applicable prepayment date, an amount of money 
sufficient to pay the prepayment price of all the Certificates or portions of Certificates 
which are to be prepaid on such prepayment date. 
 

(d) Prepayment. Notice of prepayment having been given as aforesaid, the 
Certificates or portions of Certificates so to be redeemed shall, on the prepayment date, 
become due and payable at the prepayment price therein specified, and from and after 
such date (unless the City shall default in the payment of the prepayment price) interest 
with respect to such Certificates or portions of Certificates shall cease to be payable.  

 
Upon surrender of such Certificates for prepayment in accordance with said 

notice, such Certificates shall be paid by the Trust Administrator at the prepayment 
price. Installments of interest due on or prior to the prepayment date shall be payable as 
herein provided for payment of interest. Upon surrender for any partial prepayment of 
any Certificates, there shall be executed and delivered for the Owner a new Certificate 
or Certificates of the same maturity in the amount of the unprepaid principal.  

 
All Certificates which have been prepaid shall be canceled by the Trust 

Administrator, shall not be reissued and shall be destroyed pursuant to Section 14.07.   
 
If the Government is the Owner, prepayment shall be endorsed on the single, 

fully registered Certificates registered to the Government. 
 

(e) CUSIP. The Trust Administrator shall have no responsibility for a defect in 
the CUSIP number that appears on any Certificates or in the prepayment notice. The 
prepayment notice may provide that the CUSIP numbers have been assigned by an 
independent service and are included in the notice solely for the convenience of 
Certificates Owners and that the Trust Administrator and the City shall not be liable in 
any way for inaccuracies in said numbers. 
 
Section 4.04. Partial Prepayment of Certificates. Upon surrender of any Certificate 

prepaid in part only, the Trust Administrator shall execute and deliver to the Owner thereof, at 
the expense of the City, a new Certificate or Certificates of authorized denominations equal in 
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aggregate principal amount to the unprepaid portion of the Certificate surrendered and of the 
same interest rate and the same maturity. 

 
Section 4.05. Effect of Notice of Prepayment. After notice has been given and the 

moneys for the prepayment, including interest to the applicable Interest Payment Date and 
premium, if any, having been set aside in the Installment Payment Fund, the Certificates to be 
redeemed shall become due and payable on the Interest Payment Date, and, upon presentation 
and surrender thereof at the Principal Trust specified in such notice, such Certificates shall be 
paid at the unpaid principal amount with respect thereto, and any unpaid and accrued interest to 
the Interest Payment Date. 

 
If, on the Interest Payment Date, moneys for the prepayment of all the Certificates to be 

prepaid, together with interest to such Interest Payment Date, shall be held by the Trust 
Administrator so as to be available therefor on such Interest Payment Date, and, if notice of 
prepayment thereof shall have been given, then, from and after such Interest Payment Date, 
interest with respect to the Certificates to be prepaid shall cease to accrue and become 
payable. If such moneys shall not be so available on the Interest Payment Date, interest with 
respect to such Certificate shall continue to be payable at the same rates as it would have been 
payable had the Certificates not been called for prepayment. All moneys held by or on behalf of 
the Trust Administrator for the prepayment of particular Certificate shall be held in trust for the 
account of the Owners of the Certificate so to be prepaid. The Trust Administrator shall not be 
liable for any interest earned on the amounts so held. 

 
Section 4.06. Purchase of Certificates. In lieu of prepayment of Certificates as 

provided in this Article IV, amounts held by the Trust Administrator for such prepayment may 
also be used on any Interest Payment Date, upon receipt by the Trust Administrator at least 90 
days prior to the next scheduled Interest Payment Date of the written request of a City 
Representative, for the purchase of Certificates at public or private sale as and when and at 
such prices (including brokerage, accrued interest and other charges) as the City may in its 
discretion direct, but not to exceed the prepayment price which would be payable if such 
Certificate were prepaid; provided, however, that no Certificate shall be purchased in lieu of 
prepayment with a trade settlement date less than 75 days prior to the relevant prepayment 
date. The aggregate principal amount of Certificates of the same maturity purchased in lieu of 
prepayment pursuant to this Section 4.06 shall not exceed the aggregate principal amount of 
Certificates of such maturity which would otherwise be subject to such prepayment. Remaining 
moneys, if any, shall be deposited in the Installment Payment Fund. 
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ARTICLE V 
INSTALLMENT PAYMENTS; INSTALLMENT PAYMENT FUND 

 
 

Section 5.01. Assignment of Rights in Installment Sale Agreement. The Corporation 
has, pursuant to the Assignment Agreement, transferred, assigned and set over to the Trust 
Administrator all of its rights, title and interest in the Installment Sale Agreement (excepting only 
its rights under Sections 5.08, 6.03 and 7.04 thereof), including but not limited to all of the 
Corporation’s rights to receive and collect all of the Installment Payments, the Prepayments and 
all other amounts required to be deposited in the Installment Payment Fund pursuant to the 
Installment Sale Agreement or pursuant hereto.  

 
All Installment Payments, prepayments and such other amounts which the Corporation 

may at any time be entitled to shall be paid directly to the Trust Administrator and, in the event 
of the receipt or collection of Installment Payments by the Corporation, such payments shall be 
deemed to be held or to have been collected or received by the Corporation as agent of the 
Trust Administrator. 

 
Section 5.02. Establishment of Installment Payment Fund. The Trust Administrator 

shall establish the Installment Payment Fund. All moneys at any time deposited by the Trust 
Administrator in the Installment Payment Fund shall be held by the Trust Administrator in trust 
for the benefit of the Owners of the Certificates, and shall secure payment of the Certificates.  

 
So long as any Certificates are Outstanding, neither the City nor the Corporation shall 

have any beneficial right or interest in the Installment 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 Trust Administrator as hereinafter set forth.   

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

Installment Payments and prepayments received by the Trust Administrator, including any 
moneys received by the Trust Administrator for deposit therein pursuant to Sections 4.06, 6.04 
or 6.05 hereof or Article IV of the Installment Sale Agreement, and any other moneys required to 
be deposited therein pursuant to the Installment Sale Agreement or pursuant to this Trust 
Agreement. 

 
Section 5.04. Application of Moneys. All amounts in the Installment Payment Fund 

shall be used and withdrawn by the Trust Administrator solely for the purpose of paying principal 
and interest with respect to the Certificates as the same shall become due and payable, in 
accordance with the provisions of Article II hereof. 

 
Section 5.05. Surplus. Any surplus remaining in the Installment Payment Fund, after 

payment of all Certificates, and accrued interest (if any) and payment of any applicable fees, 
costs and expenses to the Trust Administrator, or provision for such prepayment or payment 
having been made to the satisfaction of the Trust Administrator, shall be withdrawn by the Trust 
Administrator and remitted to the City. 
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ARTICLE VI 
RESERVE FUND 

 
 

Section 6.01. Establishment of Reserve Fund . The Trust Administrator shall establish 
the Reserve Fund, and shall keep such fund and account separate and apart from all other 
funds and moneys held by the Trust Administrator.  All moneys at any time on deposit in the 
Reserve Fund shall be held by the Trust Administrator in trust for the benefit of the Owners of 
the Certificates, and applied solely as provided herein. 

 
Section 6.02. Deposits. There shall be deposited into the Reserve Fund the amounts 

specified in Section 3.11 of the Installment Sale Agreement. 
 
Section 6.03. Transfers in Excess of Reserve Requirement. The Trust Administrator 

shall, on or before each May 1 and November 1, transfer any moneys in the Reserve Fund in 
excess of the applicable Reserve Requirement to the Project Fund or to the Installment 
Payment Fund, as provided in Section 8.03 hereof. 

 
Section 6.04.  Application in Event of Deficiency in the Installment Payment Fund. 

If, on any Interest Payment Date, the moneys available in the Installment Payment Fund do not 
equal the amount of the principal, interest and prepayment premium (if any) with respect to the 
Certificates then coming due and payable, the Trustee shall apply the moneys available in the 
Reserve Fund to make delinquent Installment Payments on behalf of the City and transfer the 
amount necessary for this purpose to the Installment Payment Fund.  Upon receipt of any 
delinquent Installment Payment with respect to which moneys have been advanced from the 
Reserve Fund such Installment Payment shall be deposited in the Reserve Fund to the extent of 
such advance. 

 
Section 6.05. Transfer to Make All Installment Payments. If on any Installment 

Payment Date, the moneys on hand in the Reserve Fund and the applicable pro rata portion of 
the Installment Payment Fund are sufficient to pay all of the Outstanding Certificates, including 
all principal and interest, the Trust Administrator shall, upon the written direction of a City 
Representative, accompanied by all amounts then on hand in the Reserve Fund, deposit such 
funds in the Installment Payment Fund to be applied to the payment of the Installment 
Payments or prepayments on behalf of the City with respect to such Certificates, and such 
moneys shall be distributed to the Owners of such Certificates in accordance with Article II and 
Article IV of this Trust Agreement. 

 
Section 6.06. Replenishment of Reserve Fund. The City shall maintain or cause to be 

maintained in the Reserve Fund amounts equal to the amounts required to be deposited therein 
pursuant to Section 3.11 of the Installment Sale Agreement, and thereafter the amount of the 
applicable Reserve Requirement.  

 
If, on any date of computation, amounts on hand in the Reserve Fund are less than such 

required amounts because of a transfer therefrom made in accordance with Section 6.04 
hereof, the City shall pay to the Trust Administrator, within one year from the date of such 
deficiency if caused by a drawing from Net Revenues, an amount necessary to bring the 
amounts on deposit in the Reserve Fund to the amount required to be maintained therein; 
provided, however, that the period of time permitted herein for the replenishment of the Reserve 
Fund by the City shall not affect any other provision of this Trust Agreement. 
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ARTICLE VII 
INSURANCE AND CONDEMNATION FUND; INSURANCE; EMINENT DOMAIN 

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

Net Proceeds of Insurance Award. Any Net Proceeds of insurance against accident to or 
destruction of any structure constituting any part of the Project collected by the City in the event 
of any such accident or destruction shall be transferred by the City to the Trust Administrator 
pursuant to Section 5.07 of the Installment Sale Agreement and the Trust Administrator shall 
deposit such moneys in a special fund designated as the “Insurance and Condemnation Fund” 
to be applied and disbursed by the Trust Administrator as provided in Section 5.07(a) of the 
Installment Sale Agreement. 

 
Section 7.02. Application of Net Proceeds of Eminent Domain Award. If all or any 

part of the Project is taken by eminent domain (or sold to a government threatening to exercise 
the power of eminent domain) the Net Proceeds therefrom shall be transferred by the City to the 
Trust Administrator for deposit in the Insurance and Condemnation Fund pursuant to Section 
5.07(b) of the Installment Sale Agreement and shall be applied and disbursed by the Trust 
Administrator as follows: 

 
(a) If the City determines that such eminent domain proceedings have not 

materially affected the operation of the Project, or the ability of the City to meet any of its 
obligations under the Installment Sale Agreement, and if the City determines that such 
proceeds are:  

 
(i) not needed for repair, replacement or rehabilitation of the Project, upon 

receipt of a written certificate from the City the Trust Administrator shall transfer 
such proceeds to the Installment Payment Fund to be credited towards the 
prepayments required to be paid pursuant to Section 10.03 of the Installment 
Sale Agreement and applied to the prepayment of Certificate in the manner 
provided in Article IV hereof, or  

 
(ii) needed for repair or rehabilitation of the Project, upon receipt of a 

written certificate from the City the Trust Administrator shall pay to the City, or to 
its order, from said proceeds such amounts as the City may expend for such 
repair or rehabilitation, upon the filing with the requisitions of the City 
Representative, substantially in the form described in Section 3.02 in connection 
with the payment of Construction Costs. 

 
(b) If (i) less than all of the Project is taken in such eminent domain 

proceedings, and if the City determines that such eminent domain proceedings have 
materially affected the operation of the Project or the ability of the City to meet any of its 
obligations under the Installment Sale Agreement or (ii) all of the Project is taken in such 
eminent domain proceedings, then upon receipt of written instruction from the City the 
Trust Administrator shall transfer such proceeds to the Installment Payment Fund to be 
credited toward the prepayment required to be paid pursuant to Section 4.03 of the 
Installment Sale Agreement and applied to the prepayment of Certificate in the manner 
provided in Article IV hereof. 
 
Section 7.03. Excess Net Proceeds. After all of the Certificates have been retired and 

the entire amount of principal and interest with respect to the Certificates and any remaining 
fees and expenses of the Trust Administrator have been paid in full, the Trust Administrator 
shall transfer any remaining funds to the City. 
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ARTICLE VIII 
MONEYS IN FUNDS; INVESTMENT 

 
 

Section 8.01. Held in Trust. The moneys and investments held by the Trust 
Administrator under this Trust Agreement, except for those held in the Construction Fund and 
the Delivery Cost Fund, are irrevocably held in trust for the benefit of the Owner(s) 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 be subject to levy or attachment or lien by or for the benefit of any creditor of either the 
Corporation, the Trust Administrator or the City or any Owner of Certificates, or any of them until 
after the Certificates have been paid in full. 

 
Section 8.02. Investments Authorized. Moneys held by the Trust Administrator 

hereunder shall be invested and reinvested by the Trust Administrator, to the maximum extent 
practicable, in Permitted Investments. Unless otherwise directed, the Trust Administrator shall 
invest the affected moneys in Permitted Investments described in paragraph (g) of the definition 
thereof.   

 
A City Representative may, by written order filed with the Trust Administrator, direct 

investment of moneys held by the Trust Administrator in specific Permitted Investments. 
Investments purchased with moneys on deposit in the Reserve Fund shall have a term not 
greater than five years. Investments, if registrable, shall be registered in the name of and held 
by the Trust Administrator or the Trust Administrator’s nominee.  

 
The Trust Administrator may purchase or sell to itself or any affiliate, as principal or 

agent, investments authorized by this Section 8.02. Such investments and reinvestments shall 
be made giving full consideration to the time at which funds are required to be available. The 
Trust Administrator may act as principal or agent in the making or disposing of any investment.  

 
The Trust Administrator shall not be responsible or liable for any loss suffered in 

connection with any investment of funds made by it in accordance with this Article VIII.  
 
The Trust Administrator shall be entitled to rely conclusively upon the written instructions 

of a City Representative directing investments as to the fact that each investment is permitted 
by the laws of the State and constitutes a Permitted Investment hereunder, and the Trust 
Administrator shall not be required to make further investigation with respect thereto.  

 
To the extent that any of the requirements concerning any Permitted Investment 

embodies a legal conclusion, the Trust Administrator shall be entitled to conclusively rely upon a 
certificate from the appropriate party or an opinion of counsel to such party that such 
requirement has been met. 

 
Section 8.03. Allocation of Earnings. All interest or income received by the Trust 

Administrator on investment of the Construction Fund and the Installment Payment Fund shall, 
as received, be retained in the each respective fund.   

 
Amounts retained in the Installment Payment Fund pursuant to this Section 8.03 shall be 

applied as a credit against the Installment Payment due by the City pursuant to the Installment 
Sale Agreement on the Installment Payment Date following the date of deposit.  
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All interest or income received by the Trust Administrator on investment of the Reserve 
Fund shall be retained in the Reserve Fund if amounts on deposit in the Reserve Fund are less 
than the applicable Reserve Requirement.  Pursuant to Section 6.03 hereof, if amounts then on 
deposit in the Reserve Fund equal or exceed the Reserve Requirement, such excess shall, as 
received, be transferred, prior to the date of completion of the Project, to the Construction Fund, 
and after the date of completion of the Project, shall be transferred to the Installment Payment 
Fund and shall be applied as a credit against the Installment Payment due by the City pursuant 
to the Installment Sale Agreement on the Installment Payment Date following the date of 
deposit.   

 
Transfers to the Installment Payment Fund from the Reserve Fund shall be made by the 

Trust Administrator on or prior to each Installment Payment Date. 
 
Section 8.04. Accounting. The Trust Administrator shall furnish to the City a semi-

annual accounting of all investments, transactions and disbursements made by the Trust 
Administrator. The Trust Administrator may commingle, at its sole discretion, any of the funds 
held by it pursuant to this Trust Agreement into a separate fund or funds for investment 
purposes only; provided, however, that all funds or accounts held by the Trust Administrator 
hereunder shall be accounted for separately notwithstanding such commingling by the Trust 
Administrator. 

 
Section 8.05. Acquisition, Disposition and Valuation of Investments. 
 

(a) Except as otherwise provided in subsection (b) of this Section 8.05, the 
City 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 Tax Code) shall be acquired, 
disposed of, and valued (as of the date that valuation is required by this Trust 
Agreement or the Tax Code) at Fair Market Value.  

 
(b) Investments in funds or accounts (or portions thereof) that are subject to 

a yield restriction under applicable provisions of the Tax Code and (unless valuation is 
undertaken at least annually) investments in the Reserve Fund shall be valued at their 
present value (within the meaning of section 148 of the Tax Code) . 
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ARTICLE IX 
THE TRUST ADMINISTRATOR 

 
 

Section 9.01. Appointment of Trust Administrator. The Trust Administrator is hereby 
appointed by the Corporation and the City for the purpose of receiving all moneys required to be 
deposited with the Trust Administrator hereunder and to allocate, use and apply the same as 
provided in this Trust Agreement.  

 
(a)  General. The Trust Administrator is hereby authorized to pay or redeem 

the Certificates when duly presented for payment at maturity, or on prepayment, and to 
cancel all Certificates upon payment thereof. The Trust Administrator shall keep 
accurate records of all funds administered by it and of all Certificates paid and 
discharged. The Trust Administrator shall be compensated for its services rendered 
pursuant to the provisions of this Trust Agreement and shall be reimbursed for costs and 
expenses, including attorney’s fees, incurred in connection therewith, subject to the 
provisions of any written agreement between the Trust Administrator and the City. 
 

(b) Successor. So long as no Event of Default shall have occurred and be 
continuing, the City may, with the written consent of the Owners, remove the Trust 
Administrator initially appointed, and any successor thereto, on 30 days’ written notice 
and may appoint a successor or successors thereto; provided that any such successor 
shall be a bank or trust company which shall be a corporation organized and doing 
business under the laws of any state, the City or the United States of America, 
authorized under such laws to exercise corporate trust powers, which shall have (or, in 
the case of a corporation included in a bank holding company system, the related bank 
holding company shall have) a combined capital and surplus of at least $50,000,000, 
and subject to supervision or examination by federal or state authority, so long as any 
Certificates are Outstanding.  

 
If such corporation 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 9.01 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. Any removal of the Trust Administrator 
shall not be effective until written acceptance of appointment by the successor Trust 
Administrator. 
 

(c) Resignation. The Trust Administrator may at any time resign by giving 
written notice to Corporation and the City and by providing notice by first class mail, 
postage prepaid, to the Owners at their addresses as shown on the Certificate 
registration books maintained by the Trust Administrator. Said mailing shall be made 
prior to the proposed effective date of resignation.  

 
Upon receiving such notice of resignation, the City, with the written consent of 

the Owners, shall promptly appoint a successor Trust Administrator by an instrument in 
writing; provided, however, that in the event that the City does not appoint a successor 
Trust Administrator within 30 days following receipt of such notice of resignation 
Corporation may appoint a successor Trust Administrator and in the event that 
Corporation does not appoint such successor Trust Administrator, the resigning Trust 
Administrator, at the expense of the City, may petition any appropriate court having 
jurisdiction to appoint a successor Trust Administrator.  
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Any resignation or removal of the Trust Administrator and appointment of a 

successor Trust Administrator shall become effective upon acceptance of appointment 
by the successor Trust Administrator and receipt by the Trust Administrator of any fees 
and expenses due and payable to it. 
 
Section 9.02. Liability of Trust Administrator. The recitals of facts, covenants and 

agreements herein and in the Certificates contained shall be taken as statements, covenants 
and agreements of Corporation and the City, and the Trust Administrator neither assumes any 
responsibility for the correctness of the same, nor makes any representations as to the validity 
or sufficiency of this Trust Agreement or of the Certificates nor shall incur any responsibility in 
respect thereof, other than in connection with the duties or obligations herein or in the 
Certificates assigned to or imposed upon the Trust Administrator. 

 
Section 9.03. Merger or Consolidation. Any company into which the Trust 

Administrator may be merged or converted or with which any of them may be consolidated or 
any company resulting from any merger, conversion or consolidation to which any of them shall 
be a party or any company to which the Trust Administrator may sell or transfer all or 
substantially all of its corporate trust business, provided that such company shall be eligible 
under Section 9.01, shall be the successor to the Trust Administrator without the execution or 
filing of any paper or further act, anything herein to the contrary notwithstanding. 

 
Section 9.04. Protection and Rights of the Trust Administrator.  
 

(a) Good Faith. The Trust Administrator shall be protected and shall incur no 
liability in acting or proceeding in good faith upon any resolution, notice, telegram, 
request, consent, waiver, certificates, statement, affidavit, voucher, bond, requisition or 
other paper or document which it shall in good faith believe to be genuine and to have 
been passed or signed by the proper board or person or to have been prepared and 
furnished pursuant to any of the provisions of this Trust Agreement, and the Trust 
Administrator shall be under no duty to make any investigation or inquiry as to any 
statements contained or matters referred to in any such instrument, but may accept and 
rely upon the same as conclusive evidence of the truth and accuracy of such 
statements.  
 

(b) Ownership Claims. The Trust Administrator shall not be bound to 
recognize any person as an Owner of any Certificate or to take any action at such 
Owner’s request unless such Certificate shall be deposited with the Trust Administrator 
or satisfactory evidence of the ownership of such Certificate shall be furnished to the 
Trust Administrator.  
 

(c) Counsel. The Trust Administrator may consult with counsel, who may be 
counsel to the City, with regard to legal questions and the opinion of such counsel shall 
be full and complete authorization and protection in respect of any action taken or 
suffered by it hereunder in good faith in accordance therewith. 
 

(d) Proof. Whenever in the administration of its duties under this Trust 
Agreement, the Trust Administrator shall deem it necessary or desirable that a matter be 
proved or established prior to taking or suffering any action hereunder, such matter 
(unless other evidence in respect thereof be herein specifically prescribed) shall be 
deemed to be conclusively proved and established by the Written Certificate of the City 
Representative or Corporation Representative and such Written Certificate shall be full 
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warranty to the Trust Administrator for any action taken or suffered under the provisions 
of this Trust Agreement upon the faith thereof, but in its discretion the Trust 
Administrator may, in lieu thereof, accept other evidence of such matter or may require 
such additional evidence as to it may seem reasonable. 
 

(e) Owner. The Trust Administrator may become the Owner of the 
Certificates with the same rights it would have if it were not Trust Administrator; may 
acquire and dispose of other bonds or evidence of indebtedness of the City with the 
same rights it would have if it were not the Trust Administrator; 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) Powers and Liability. The Trust Administrator may execute any of the 
powers hereof and perform the duties required of it hereunder by or through attorneys, 
agents, or receivers, and shall be entitled to advice of counsel concerning all matters of 
its duty hereunder, and the Trust Administrator shall not be liable for the default or 
misconduct of any such attorney, agent, or receiver selected by it with reasonable care. 
The Trust Administrator shall not be liable for the exercise of any discretion or power 
under this Trust Agreement or for anything whatever in connection with the funds and 
accounts established hereunder, except only for its own willful misconduct or negligence. 
 

(g) Limits of Liability. The Trust Administrator 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 Trust 
Administrator. No provision in this Trust Agreement shall require the Trust Administrator 
to risk or expend its own funds or otherwise incur any financial liability in the 
performance of any of its duties hereunder if it shall have reasonable grounds for 
believing that repayment of such funds or adequate indemnity against such risk or 
liability is not assured to it. In accepting the duties hereby enumerated, the Trust 
Administrator acts solely as Trust Administrator for the Owners and not in its individual 
capacity and all persons, including without limitation the Owners and the City or 
Corporation having any claim against the Trust Administrator arising from the Trust 
Agreement shall look only to the funds and accounts held by the Trust Administrator 
hereunder for payment except as otherwise provided herein. Under no circumstances 
shall the Trust Administrator be liable in its individual capacity for the obligations 
evidenced by the Certificates. The Trust Administrator shall not be liable in its individual 
capacity with respect to any action taken or omitted to be taken by the Trust 
Administrator in good faith in accordance with the written request of the Owners of the 
Certificates. 
 

(h) No Representations. The Trust Administrator makes no representation 
or warranty, express or implied as to the title, value, design, compliance with 
specifications or legal requirements, quality, durability, operation, condition, 
merchantability or fitness for any particular purpose or fitness for the use contemplated 
by the City of the Project. In no event shall the Trust Administrator be liable for 
incidental, indirect, special or consequential damages in connection with or arising from 
the Installment Sale Agreement or Trust Agreement for the existence, furnishing or use 
of the Project. 
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(i) Enforcement; Knowledge. The Trust Administrator shall not be 
responsible for the sufficiency or enforceability of the Installment Sale Agreement or the 
assignment under the Assignment Agreement of its rights to receive Installment 
Payments. The Trust Administrator shall not be deemed to have knowledge of any Event 
of Default hereunder or under the Installment Sale Agreement except failure by the City 
to make Installment Payments unless the Trust Administrator shall be specifically 
notified in writing of such Event of Default. 
 

(j) Released and Unclaimed Funds. The Trust Administrator shall not be 
accountable for the use or application by the City or any other party of any funds which 
the Trust Administrator has released under this Trust Agreement. Subject to applicable 
escheat laws, any amounts unclaimed two years after the final prepayment or maturity 
date of the Certificates, whichever occurs first, shall be paid by the Trust Administrator to 
the City, and thereafter, the Owner of any Certificates remaining unpaid shall look to the 
City for the payment of such Certificates. 
 
Section 9.05. Appointment of Trustee. In the event that an Event of Default shall occur 

or if it shall otherwise be necessary for the Trust Administrator to enforce payment of the 
Installment Payments, prepayments or any other amount required to be deposited into the 
Installment Payment Fund or the Insurance and Condemnation Fund, or to exercise any of the 
remedies set forth in Article XIII hereof, or if it is determined that the Trust Administrator is 
unable to perform any of the other duties hereunder, the City, with the written consent of the 
Government as the Owner, shall appoint a Trustee to succeed to the duties and responsibilities 
of the Trust Administrator hereunder, such appointment to be effective immediately upon written 
notice thereof to the Trust Administrator. Any Trustee appointed in such circumstances shall 
meet the requirements of the third paragraph of Section 9.01 hereof. Upon such appointment, 
the term “Trust Administrator” in this Agreement shall also refer to such Trustee. 
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ARTICLE X 
MODIFICATION OR AMENDMENT OF AGREEMENTS 

 
 

Section 10.01. Amendments Permitted.  
 

(a) With Consent. This Trust Agreement and the rights and obligations of 
the Owners of the Certificates and the Installment Sale 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 60% in aggregate principal amount of the Certificates then 
Outstanding, exclusive of Certificates disqualified as provided in Section 10.03, shall 
have been filed with the Trust Administrator.  

 
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 or reducing 
any premium payable upon the prepayment 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 the Installment Sale Agreement, or  

 
(3) modify any of the rights or obligations of the Trust Administrator 

without its written assent thereto.  
 
Any such supplemental agreement shall become effective as provided in Section 

10.02. 
 

(b) Without Consent. This Trust Agreement and the rights and obligations of 
the Owners of the Certificates and the Installment Sale Agreement and the rights and 
obligations of the 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 cure, correct or supplement any ambiguous or defective provision 

contained herein or therein, or  
 
(2) 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 
interest of the Owners of the Certificates, or  

 
(3) if and to the extent specified in an opinion of nationally recognized 

bond counsel filed with the City, the Corporation and the Trust Administrator, to 
make such additions, deletions or modifications as may be necessary to assure 
compliance with section 148(f) of the Tax Code or otherwise as may be 
necessary to assure exclusion from gross income for purposes of federal income 
taxation of the interest component of Installment Payments.  
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Any such supplemental agreement shall become effective upon its execution and 

delivery by the parties hereto or thereto as the case may be. 
 

(c) Counsel. The Trust Administrator may obtain an opinion of Independent 
Counsel that any amendment entered into hereunder complies with the provisions of this 
Article X and the Trust Administrator may rely conclusively on such opinion. 
 
Section 10.02. Procedure for Amendment with Written Consent of Certificate 

Owners.  
 

(a) General. This Trust Agreement or the Installment Sale Agreement may 
be amended by supplemental agreement as provided in this Section 10.02 in the event 
the consent of the Owners of the Certificates is required pursuant to Section 10.01. A 
copy of such supplemental agreement, together with a request to the Certificate Owners 
for their consent thereto, shall be mailed by the Trust Administrator to the Owner of each 
Certificate at his address as set forth in the Certificate Register, but failure to mail copies 
of such supplemental agreement and request shall not affect the validity of the 
supplemental agreement when assented to as provided in this Section 10.02. 
 

(b) Effective. Such supplemental agreement shall not become effective 
unless there shall be filed with the Trust Administrator the written consent of the Owners 
of at least 60% in aggregate principal amount of the Certificate then Outstanding 
(exclusive of Certificates disqualified as provided in Section 10.03) and a notice shall 
have been mailed as hereinafter provided in this Section 10.02.  Each such consent 
shall be effective only if accompanied by proof of ownership of the Certificate for which 
such consent is given, which proof shall be such as is permitted by Section 2.11.  

 
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 Trust Administrator 
within five Business Days of the date when the notice of consent hereinafter in this 
Section 10.02 provided for has been mailed.  

 
Any revocation received by the Trust Administrator later than five Business Days 

after such notice has been mailed shall be of no force and effect. 
 

(c) Notice. After the Owners of the required percentage of Certificates have 
filed their consents to such supplemental agreement, the Trust Administrator shall mail a 
notice to the Owners of the Certificates in the manner hereinbefore provided in this 
Section 10.02 for the mailing of such supplemental agreement at 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 10.02 (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 10.02 to be filed with 

the Trust Administrator, shall be conclusive proof of the matters therein stated until the 
contrary is proved. Such supplemental agreement shall be deemed conclusively binding 
upon the parties hereto and the Owners of all Certificates at the expiration of 60 days 
after such filing, except in the event of a final decree of a court of competent jurisdiction 
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setting aside such consent in a legal action or equitable proceeding for such purpose 
commenced within such 60-day period. 
 
Section 10.03. Disqualified Certificate. Certificates owned or held by or for the 

account of the City or by any person directly or indirectly controlled or controlled by, or under 
direct or indirect common control with the City (except any Certificate 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. 

 
Section 10.04. Effect of Supplemental Agreement. From and after the time any 

supplemental agreement becomes effective pursuant to this Article X, this Trust Agreement or 
the Installment Sale 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 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 the Installment Sale Agreement, as the 
case may be, for any and all purposes. 

 
The City may adopt appropriate regulations to require each Certificate Owner, before 

such Owner’s consent provided for in this Article X shall be deemed effective, to reveal the 
Certificates as to which such consent is given are disqualified as provided in Section 10.03. 

 
Section 10.05. Endorsement or Replacement of Certificate Delivered After 

Amendments. The City may determine that Certificates delivered after the effective date of any 
action taken as provided in this Article X shall bear a notation, by endorsement or otherwise, in 
form approved by the Trust Administrator, 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 the purpose at the Principal Corporate Trust Office, a suitable notation shall be made on 
such Certificate. The City may determine that new Certificates, so modified as in the opinion of 
the City is necessary to conform to such Certificate Owners’ action, shall be prepared, executed 
and delivered. In that case, upon demand of the Owner of any Certificate then Outstanding, 
such new Certificate shall be exchanged in the Principal Corporate Trust Office, without cost to 
such Owner, for a Certificate of the same character then Outstanding, upon surrender of such 
Certificate. 

 
Section 10.06. Amendatory Endorsement of Certificate. The provisions of this Article 

X shall not prevent any Certificate Owner from accepting any amendment as to the particular 
Certificate held by him, provided that due notification thereof is made on such Certificate. 
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ARTICLE XI 
COVENANTS 

 
 

Section 11.01. Compliance With and Enforcement of Installment Sale Agreement. 
The City and the Corporation covenant and agree with the Owners of the Certificates to perform 
all obligations and duties imposed on them under the Installment Sale Agreement and this Trust 
Agreement. The City or the Corporation, immediately upon receiving or giving any notice or 
communication or other document in any way relating to or affecting their respective interests in 
the Project which may or can in any manner affect such interest, will deliver the same, or a copy 
thereof, to the Trust Administrator. The City 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 the Installment Sale Agreement by the Corporation thereunder. 

 
Section 11.02. Payment of Taxes. The City will, subject to any right of challenge 

thereof, pay or cause to be paid all taxes, assessments and other governmental charges, if any, 
that may be levied, assessed or charged upon the Project or any part thereof, promptly as and 
when the same shall become due and payable; and the City will keep the Trust Administrator 
advised in writing of such payments. The City will not suffer the Project, or any part thereof, to 
be sold for any taxes, assessments or other charges whatsoever, or to be forfeited therefor. 

 
Section 11.03. Observance of Laws and Regulations. The City will well and truly 

keep, observe and perform all valid and lawful obligations or regulations now or hereafter 
imposed on it with respect to the Enterprise 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 City with respect to the Enterprise 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 11.04. Prosecution and Defense of Suits. The City shall promptly, upon 

request of the Trust Administrator or any Certificate Owner holding at least 25% in principal 
amount of the Certificates 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 Project, whether now existing or 
hereafter developing and shall, to the extent permitted by law, prosecute all such suits, actions 
and other proceedings as may be appropriate for such purpose and shall indemnify and save 
the Trust Administrator 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 11.05. Further Assurances. The Corporation, the City and the Trust 

Administrator (at the cost and request of the City or the Corporation) will make, execute and 
deliver any and all such further resolutions, instruments and assurances as may be reasonably 
necessary or proper to carry out the intention or to facilitate the performance of this Trust 
Agreement, and for the better assuring and confirming unto the Owners of the Certificates the 
rights and benefits provided herein. 

 
Section 11.06. Filing. The City shall be responsible for the filing of any supplemental 

instruments or documents of further assurance as may be required by law in order to perfect or 
renew the security interests created by this Trust Agreement. Neither the Trust Administrator 
nor the Corporation shall be responsible for such filing. 
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Section 11.07. Private Activity Bond Limitation. The City shall assure that proceeds 

of the Certificates are not so used as to cause the Certificates or the Installment Sale 
Agreement to satisfy the private business tests of section 141(b) of the Tax Code or the private 
loan financing test of section 141(c) of the Tax Code. 

 
Section 11.08. Federal Guarantee Prohibition. The City 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 Installment Sale Agreement to be “federally guaranteed” within the meaning 
of section 149(b) of the Tax Code. 

 
Section 11.09. Rebate Requirement. The City shall take any and all actions necessary 

to assure compliance with section 148(f) of the Tax 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 Installment Sale Agreement. 

 
Section 11.10. No Arbitrage. The City shall not take, or permit or suffer to be taken by 

the Trust Administrator 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 Installment Sale Agreement to be “arbitrage bonds” within the meaning of section 148 of the 
Tax Code. 

 
Section 11.11. Maintenance of Tax-Exemption. The City 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 Tax Code as in effect on the Closing Date. 
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ARTICLE XII 
LIMITATION OF LIABILITY 

 
 

Section 12.01. Limited Liability of City. Except for the payment of Installment 
Payments and prepayments when due in accordance with the Installment Sale Agreement and 
the performance of the other covenants and agreements of the City contained in said 
Agreement, the City 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 Installment Payments to the Owners 
by the Trust Administrator except as expressly set forth herein. 

 
Section 12.02. No Liability of the Corporation for Trust Administrator Performance. 

Neither the City nor the Corporation shall have any obligation or liability to the other party or to 
the Owners of the Certificates with respect to the performance by the Trust Administrator of any 
duty imposed upon the Trust Administrator under this Trust Agreement. 

 
Section 12.03. Indemnification of Trust Administrator. The City shall to the extent 

permitted by law indemnify and save the Trust Administrator, its officers, employees, directors 
and agents harmless from and against all claims, losses, costs, expenses, liability and 
damages, including legal fees and expenses, arising out of: 

 
(a)  the use, maintenance, condition or management of, or from any work or 

thing done on, the Project by the Corporation or the City;  
 

(b) any breach or default on the part of the Corporation or the City in the 
performance of any of their respective obligations under the Installment Sale Agreement, 
this Trust Agreement and any other agreement made and entered into for purposes of 
the Project;  
 

(c) any act of the Corporation or the City or of any of their respective agents, 
contractors, servants, employees or licensees with respect to the Project;  
 

(d)  any act of any assignee of, or purchaser from the Corporation or the City 
or of any of its or their respective agents, contractors, servants, employees or licensees 
with respect to the Project;  
 

(e) the acquisition, construction, installation and equipping of the Project or 
the authorization of payment of Construction Costs or Delivery Costs;  
 

(f) the actions of any other party, including but not limited to the ownership, 
operation or use of the Project by the Corporation or the City,  

 
(g) the Trust Administrator’s exercise and performance of its powers and duties 

hereunder, or  
 
(h) the offering and sale of the Certificates.  
 
No indemnification will be made under this Section 12.03 or elsewhere in this 

Trust Agreement for willful misconduct or negligence under this Trust Agreement by the 
Trust Administrator, its officers or employees. The City’s obligations hereunder shall 
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remain valid and binding notwithstanding maturity and payment of the Certificates or 
resignation or removal of the Trust Administrator. 
 
Section 12.04. 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 City, the Corporation, the Trust Administrator and the Owners of 
the Certificates, any legal or equitable right, remedy or claim under or in respect of this Trust 
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 City, the Corporation, 
the Trust Administrator and said Owners. 
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ARTICLE XIII 
EVENTS OF DEFAULT AND REMEDIES OF CERTIFICATE OWNERS 

 
 

Section 13.01. Assignment of Rights. Pursuant to the Assignment Agreement, the 
Corporation transfers, assigns and sets over to the Trust Administrator all of the Corporation’s 
rights under the Installment Sale Agreement (excepting only its rights under Sections 5.08, 6.03 
and 7.04 thereof), including without limitation the Corporation’s rights to exercise such rights 
and remedies conferred on the Corporation pursuant to the Installment Sale Agreement as may 
be necessary or convenient  

 
(i) to enforce payment of the Installment Payments, prepayments and any other 

amounts required to be deposited in the Installment 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 Trust Administrator or the Certificate Owners in an Event of Default. 
 
Section 13.02. 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 Trust Administrator may 
exercise any and all remedies available hereunder pursuant to law or granted pursuant to the 
Installment Sale Agreement. 

 
Upon the occurrence of an Event of Default, the Trust Administrator may, and shall, at 

the written direction of the Owners of a majority of the principal amount of Certificates then 
Outstanding, by written notice to the City, declare the principal of the Installment Payments to 
be immediately due and payable, whereupon that portion of the principal of the Installment Sale 
Agreement thereby coming due and the interest thereon accrued to the date of payment shall, 
without further action, become and be immediately due and payable, anything in this Trust 
Agreement or in the Installment Payments to the contrary notwithstanding. 

 
Remedies shall be cumulative with respect to the Trust Administrator and the Owners. If 

any remedial action is discontinued or abandoned, the Trust Administrator and the Owners shall 
be restored to their former positions. 

 
Section 13.03. Application of Funds. All moneys received by the Trust Administrator 

pursuant to any right given or action taken under the provisions of this Article XIII or of Article VII 
of the Installment Sale Agreement, shall be applied by the Trust Administrator in the order 
following upon presentation of the several Certificates and the stamping thereon of the payment 
if only partially paid or upon the surrender thereof if fully paid: 

 
(a) First, to the payment of the costs and expenses of the Trust Administrator 

hereunder (including, but not limited to, the costs and expenses of itself and its counsel) and, 
after such payment to the Trust Administrator, of the Certificate Owners in declaring such Event 
of Default, including reasonable compensation to its or their agents, attorneys and counsel, 
together with interest on all such amounts advanced as provided in the Installment Sale 
Agreement; 

 
(b) Second, to the payment of the whole amount then owing and unpaid with 

respect to the Certificates for principal and interest (on a pro rata basis based on the original 
principal amount of the Certificates), with interest on the overdue principal and installments of 
interest at the rate or rates specified in the respective Certificates (but such interest on overdue 
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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 13.04. Institution of Legal Proceedings. If one or more Events of Default shall 

happen and be continuing, the Trust Administrator in its discretion may, and upon the written 
request of the Owners of a majority in principal amount of the Certificates then Outstanding, and 
upon being indemnified to its satisfaction therefor, shall, proceed to protect or enforce its rights 
or the rights of the Owners of Certificates by a suit in equity or action at law, 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 Trust Administrator shall deem most effectual to 
enforce any of its rights or duties hereunder. 

 
Section 13.05. Non-waiver. Nothing in this Article XIII or in any other provision of this 

Trust Agreement, or in the Certificates, shall affect or impair the obligation of the City, which is 
absolute and unconditional subject to Section 3.06 of the Installment Sale Agreement, to pay or 
prepay the Installment Payments as provided in the Installment Sale Agreement, or affect or 
impair the right of action, which is also absolute and unconditional, of the Certificate Owners to 
institute suit to enforce such payment. No delay or omission of the Trust Administrator 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 XIII to the Trust Administrator or to the Owners of Certificates may be exercised from 
time to time and as often as shall be deemed expedient by the Trust Administrator or the 
Certificate Owners. 

 
Section 13.06. Remedies Not Exclusive. No remedy herein conferred upon or 

reserved to the Trust Administrator 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 13.07. Power of Trust Administrator to Control Proceedings. In the event 

that the Trust Administrator, 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 Trust Administrator shall not, unless there no longer continues an Event of Default 
hereunder, discontinue, withdraw, compromise or settle, or otherwise dispose of any litigation 
pending at law or in equity, if at the time there has been filed with it a written request signed by 
the Owners of at least a majority in principal amount of the Certificates Outstanding hereunder 
opposing such discontinuance, withdrawal, compromise, settlement or other disposal of such 
litigation. 
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Section 13.08. Limitation on Certificate Owners’ Right to Sue. No Owner of any 
Certificate 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 Trust Administrator written 

notice of the occurrence of an Event of Default hereunder;  
 
(b) the Owners of at least a majority in aggregate principal amount of all the 

Certificates then Outstanding shall have made written request upon the Trust 
Administrator 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 Trust Administrator reasonable 

indemnity against the costs, expenses and liabilities to be incurred in compliance with 
such request; and  

 
(d) the Trust Administrator refuses or omits to comply with such request for a 

period of 60 days after such written request has been received by, and said tender of 
indemnity has been made to, the Trust Administrator. 
 
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 whatever 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 

proportionate interest in the Installment 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 13.08 or any other 
provision of this Trust Agreement. 

 
Section 13.09. 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 City, the Corporation, the Trust Administrator 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 City shall be for the sole and exclusive benefit of the City, the 
Corporation, the Trust Administrator and the Owners. 
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ARTICLE XIV 
MISCELLANEOUS 

 
 

Section 14.01. Defeasance. If all Outstanding Certificates shall be paid and discharged 
in any one or more of the following ways: 

 
(a) Payment. By paying or causing to be paid the principal with respect to 

and interest with respect to all Certificates Outstanding, as and when the same become 
due and payable; 

 
(b) Deposit. By depositing with the Trust Administrator, in trust, at or before 

maturity, money which, together with the amounts then on deposit in the Installment 
Payment Fund and the Reserve Fund, is fully sufficient to pay all Certificates 
Outstanding, including all principal and interest; 

 
(c) Escrow. By irrevocably depositing with the Trust Administrator or an 

escrow agent, in trust, cash or Defeasance Obligations in such amount as an 
independent nationally recognized certified public accountant shall determine in a written 
report delivered to the Trust Administrator or escrow agent will, together with the interest 
to accrue thereon and moneys then on deposit in the Installment Payment Fund and the 
Reserve Fund, if required, together with the interest to accrue thereon, be fully sufficient 
to pay and discharge all Certificates (including all principal and interest) at or before their 
respective maturity dates; or 

 
(d) Security Deposit. By depositing with the Trust Administrator, under an 

escrow deposit and trust agreement, security for the payment of Installment Payments 
as more particularly described in Section 4.05 of the Installment Sale Agreement, said 
security to be held by the Trust Administrator, as agent for City, and to be applied by the 
Trust Administrator to Installment Payments representing the obligation of the City under 
the Installment Sale Agreement, as described in Section 4.05 of the Installment Sale 
Agreement; 

 
(e)  Effect. Notwithstanding that any Certificates shall not have been 

surrendered for payment, all rights hereunder of the Owners of the Certificates and all 
obligations of the Corporation, the Trust Administrator and the City under this Trust 
Agreement with respect to all Outstanding Certificates shall cease and terminate, except 
only the obligation of the Trust Administrator to pay or cause to be paid, from Installment 
Payments paid by or on behalf of the City from deposits pursuant to paragraphs (b) 
through (d) of this Section 14.01, to the Owners of the Certificates not so surrendered 
and paid all sums due with respect thereto, and in the event of deposits pursuant to 
paragraphs (b) through (d) of this Section 14.01, the Certificates shall continue to 
represent direct, undivided and fractional interests of the Owners thereof in Installment 
Payments under the Installment Sale Agreement. 

 
(f)  Payment Date. All monies held or deposited pursuant to subsections (b) 

through (d), above, shall be used to pay and prepay Certificates on the earliest possible 
date. 

 
(g) Surplus Funds. Any funds held by the Trust Administrator, at the time of 

one of the events described above in subsections (a) through (d) above, which are not 
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required for the payment to be made to Owners, or for payments to be made to the Trust 
Administrator by the City (including attorneys’ fees), shall be paid over to the City. 
 
Section 14.02. Records. The Trust Administrator shall keep complete and accurate 

records of all moneys received and disbursed under this Trust Agreement, which shall be 
available for inspection by the City, the Corporation, and the Owners of not less than 10% in 
aggregate principal amount of the Certificates Outstanding, or the agent of any of them, upon 
reasonable prior notice and during regular business hours. 

 
Section 14.03. Notices. All written notices to be given under this Trust Agreement shall 

be given by mail first class, 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 parties in writing from time to 
time. Any such notice shall be deemed to have been received 48 hours after deposit in the 
United States mail, with postage fully prepaid. 

 
the City:   

City of Willits 
111 East Commercial Street 
Willits, CA  95490-3188 
(707) 459-4601  
(707) 459-1562 (Fax) 
Attn:  City ManagerFinance Director 

 
the Corporation:  

City of Willits Public Facilities Corporation 
111 East Commercial Street 
Willits, CA  95490-3188 
(707) 459-4601  
(707) 459-1562 (Fax) 
Attn:  President 

 
the Trust Administrator:  

City of Willits 
111 East Commercial Street 
Willits, CA  95490-3188 
 (707) 459-4601  
(707) 459-1562 (Fax) 
Attn:  City Treasurer 

 
Section 14.04. Governing Law. This Trust Agreement shall be construed and governed 

in accordance with the laws of the State. 
 
Section 14.05. 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 City or the Trust Administrator 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 City or the Trust Administrator shall bind and inure to the benefit of the 
respective successors and assigns thereof whether so expressed or not. 
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Section 14.06. 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 14.07. Destruction of Canceled Certificate. Whenever in this Trust 

Agreement provision is made for the surrender to or cancellation by the Trust Administrator and 
the delivery to the City of any Certificate, the Trust Administrator may, in lieu of such 
cancellation and delivery, destroy such Certificate and deliver a certificate of such destruction to 
the City . 

 
Section 14.08. 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 14.09. 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 to any person other than the Corporation, the City, the Trust Administrator and the Owners 
of the Certificates, any legal or equitable right, remedy or claim under or in respect of this Trust 
Agreement or any covenant, condition or provision therein or herein contained; and all such 
covenants, conditions and provisions are and shall be held to be for the sole and exclusive 
benefit of the Corporation, the City, the Trust Administrator and the Owners of the Certificates 
delivered hereunder. 

 
Section 14.10. Waiver of Notice. Whenever in this Trust Agreement the giving of notice 

by mail 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 14.11. 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 14.12. Payment of Unclaimed Moneys. Notwithstanding any provisions of this 

Trust Agreement, any moneys held by the Trust Administrator in trust for the payment of the 
principal or interest due with respect to any Certificate and remaining unclaimed two years from 
the date of prepayment of such Certificate, or if the law shall have been changed and a City has 
notified the Trust Administrator of such change or the Trust Administrator notifies the City, then 
on the date 30 days prior to the then applicable escheat provision of State law, shall, on such 
date, be repaid to the City free from the trusts created by this Trust Agreement, and all liability of 
the Trust Administrator with respect to such moneys shall thereupon cease; provided, however, 
that before the repayment of such moneys to the City as aforesaid, the Trust Administrator may 
(at the cost and request of the City) 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 Trust Administrator with respect to the amounts so payable and with 
respect to the provisions relating to the repayment to the City of the moneys held for the 
payment thereof. The Trust Administrator shall not be liable for any interest on funds held by it. 
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The City shall not be liable for any interest on the sums paid to it pursuant to this Section 14.11 
and shall not be regarded as a Trust Administrator of such money. 

 
Section 14.13. 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. 
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IN WITNESS WHEREOF, the parties have executed this Trust Agreement as of the date 
and year first above written. 

 
TREASURER OF THE CITY OF WILLITS 
as Trust Administrator 
 
 
 
By    
 Treasurer 
 
CITY OF WILLITS PUBLIC FACILITIES 
CORPORATION 
 
 
 
By    
 President 

 
 

CITY OF WILLITS 
 
 
 
By    
 Finance DirectorMayor 
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EXHIBIT A 
 
 

DEFINITIONS 
 
 

“Assignment Agreement” means the Assignment Agreement, dated as of the Closing 
Date, by and between the Corporation and the Trust Administrator, together with any 
amendments or supplements thereto. 

 
 “Business Day” means any day other than (i) a Saturday or a Sunday or (ii) a day on 

which banking institutions in the state in which the Trust Administrator has its principal trust 
office are authorized or obligated by law or executive order to be closed. 

 
“Certificate Register” means the registration books relating to the Certificate maintained 

by the Trust Administrator in accordance with Section 2.12 of the Trust Agreement. 
 
“Certificates” means the $8,300,000 Certificates of Participation, Series 2010A 2011A 

(Wastewater System Improvements Project), dated the Closing Date, executed and delivered 
pursuant to the Trust Agreement. 

 
“City” means the City of Willits, California. 
 
“City Representative” means the Mayor or Vice Mayor, the City Manager, the 

Treasurer, the Finance Director, the City Clerk, the City Attorney, or any other official of the City 
authorized by the Council to act for the City. 

 
“Closing Date” means November 18March 1, 201110, the date upon which there is a 

physical delivery of the Certificate in exchange for the amount representing the purchase price 
of all or the first advance of a portion of the purchase price of the Certificate by the Original 
Purchaser. 

 
“Construction Costs” means the costs of the acquisition, construction, rehabilitation, 

equipping, improvement or financing of improvements to, or part of, the Enterprise constituting 
the Project. 

 
“Construction Fund” means the fund of that name established pursuant to Article III of 

the Trust Agreement and held by the Trust Administrator. 
 
“Corporation” means the City of Willits Public Facilities Corporation. 
 
“Corporation Representative” means the President, Treasurer, Vice-President, 

General Counsel, or any persons authorized to act on behalf of the Corporation under or with 
respect to the Trust Agreement, the Installment Sale Agreement and/or the Assignment 
Agreement and identified as such to the Trust Administrator in writing.  

 
“Council” means the City Council as the legislative body of the City. 
 
“County” means Mendocino County, California. 
 
“Debt Service” means the scheduled amount of interest and amortization of principal 

payable with respect to the Certificates during the period of computation, excluding amounts 
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scheduled during such period which relate to principal which has been retired before the 
beginning or during such period. 

 
“Defeasance Obligations” means (a) cash, or (b) non-callable Federal Securities. 
 
“Delivery Costs” means all items of expense directly or indirectly payable by or 

reimbursable to the City or the Corporation relating to the refinancing and financing of the 
Project from the proceeds of the Certificate, including but not limited to filing and recording 
costs, settlement costs, printing costs, reproduction and binding costs, initial fees and charges 
and first year’s administration fee of the Trust Administrator, Trust Administrator’s counsel fees 
and expenses, financing discounts, legal fees and charges, financial and other professional 
consultant fees, costs of rating agencies or credit ratings, fees for execution, transportation and 
safekeeping of the Certificates, travel expenses and charges and fees in connection with the 
foregoing. 

 
“Denomination Amount” means the minimum denomination of the Certificate, which is 

$1,000. 
 
“Enterprise” means the entire wastewater collection, treatment and disposal system 

owned and/or operated by the City, including but not limited to all facilities, properties and 
improvements at any time owned or operated by the City for the collection, treatment and 
disposal of wastewater, together with any necessary lands, rights, entitlements and other 
property useful in connection therewith, together with all extensions thereof and improvements 
thereto hereafter acquired, constructed or installed by the City. 

 
“Event of Default” means an event of default under Section 7.01 of the Installment Sale 

Agreement. 
 
“Fair Market Value” means for purposes of valuing the Permitted Investments, the price 

at which a willing buyer would purchase the investment from a willing seller in a bona fide, arm’s 
length transaction (determined as of the date the contract to purchase or sell the investment 
becomes binding) if the investment is traded on an established securities market (within the 
meaning of section 1273 of the Tax Code) and, otherwise, the term “fair market value” means 
the acquisitions price in a bona fide arm’s length transaction (as referenced above) if  

 
(i) the investment is a certificate of deposit that is acquired in accordance with 

applicable regulations under the Tax Code,  
 
(ii) the investment is an agreement with specifically negotiated withdrawal or 

reinvestment provisions and a specifically negotiated interest rate (for example, a 
guaranteed investment contract, a forward supply contract or other investment 
agreement) that is acquired in accordance with applicable regulations under the Tax 
Code,  

 
(iii) the investment is a United States Treasury Security--State and Local 

Government Series that is acquired in accordance with applicable regulations of the 
United States Bureau of Public Debt, or  

 
(iv) any commingled investment fund in which the City and related parties do not 

own more than a 10% beneficial interest if the return paid by such fund is without regard 
to the source of investment.   
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The Trust Administrator shall have no duty in connection with the determination of Fair 
Market Value other than to follow the investment directions of a City Representative in any 
written directions of a City Representative. 

 
“Federal Securities” means direct general obligations of (including obligations issued or 

held in book entry form on the books of the Department of the Treasury) the United States of 
America, or obligations the timely payment of principal of and interest on which are guaranteed 
by, the United States of America. 

 
“Fiscal Year” means any period of 12 consecutive months established by the City as its 

fiscal year and shall initially mean the period commencing July 1 of one year and ending on 
June 30 of the following year. 

 
“Government” means the United States of America, acting through the Rural Utilities 

Service (or successor agency, bureau or division) of the United States Department of 
Agriculture. 

 
“Gross Revenues” means all gross charges received for, and all other gross income 

and receipts derived by the City from, the ownership and operation of the Enterprise or 
otherwise arising from the Enterprise, including but not limited to investment earnings thereon 
but excluding (a) the proceeds of any ad valorem property taxes levied for the purpose of paying 
general obligation bonds of the City relating to the Enterprise, and (b) the proceeds of any 
special assessments or special taxes levied upon real property for the purpose of paying special 
assessment bonds or special tax obligations of the City relating to the Enterprise. 

 
“Independent Counsel” means an attorney or a firm of attorneys duly admitted to the 

practice of law before the highest court of the state in which he or such firm maintains an office 
and who is not an employee of the Corporation, the Trust Administrator or the City. 
 

“Installment Payment” means any payment required to be paid by the City to the 
Corporation pursuant to Section 3.05 of the Installment Sale Agreement. 

 
“Installment Payment Date” means each Interest Payment Date. 
 
“Installment Payment Fund” means the fund designated “City of Willits Project 

Installment Payment Fund” established and held by the Trust Administrator pursuant to Article V 
of the Trust Agreement. 

 
“Installment Sale Agreement” means the Installment Sale Agreement, dated as of the 

Closing Date, by and between the Corporation and the City, and any duly authorized and 
executed amendment or supplement thereto. 

 
“Insurance and Condemnation Fund” means the fund by that name established 

pursuant to Article VII of the Trust Agreement and held by the Trust Administrator. 
 
“Interest Payment Date” means May 1 and November 1 of each year, commencing 

May 1, 2011. 
 
“Interest Rate” means the rate of interest to be paid on the Certificates which is 

2.2502.500% per annum. 
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“Net Proceeds” means any insurance proceeds or condemnation award paid with 
respect to the Project, remaining after payment therefrom of all expenses incurred in the 
collection thereof. 

 
“Net Revenues” means, for any period, an amount equal to all of the Gross Revenues 

received during such period minus the amount required to pay all Operation and Maintenance 
Costs becoming payable during such period. 

 
“1993 Bonds” means the City of Willits Sewer Revenue Bonds of 1993 (Series A) 

issued by the City in the original aggregate principal amount of $4,710,000. 
 

“Operation and Maintenance Expenses” means the reasonable and necessary costs 
and expenses paid by the City for maintaining and operating the Enterprise, including but not 
limited to (a) the reasonable expenses of management and repair and other costs and 
expenses necessary to maintain and preserve the Enterprise in good repair and working order, 
and (b) the reasonable administrative costs of the City attributable to the operation and 
maintenance of the Enterprise; but in all cases excluding (i) interest expense relating to 
obligations of the City with respect to the Enterprise, (ii) depreciation, replacement and 
obsolescence charges or reserves therefor, and (iii) amortization of intangibles or other 
bookkeeping entries of a similar nature. 

 
“Original Purchaser” means the Government as the first purchaser of the Certificates 

upon their delivery by the Trust Administrator on the Closing Date. 
 
“Outstanding,” when used as of any particular time with respect to a Certificate, means 

(subject to the provisions of Section 10.03 of the Trust Agreement) all Certificates theretofore 
executed and delivered by the Trust Administrator under the Trust Agreement except: 

 
(a) Certificates theretofore canceled by the Trust Administrator or 

surrendered to the Trust Administrator for cancellation; 
 
(b) Certificates for the payment or redemption of which funds or eligible 

securities in the necessary amount, including accrued interest thereon, shall have 
theretofore been deposited with the Trust Administrator (whether upon or prior to the 
maturity or redemption date of such Certificate), provided that, if such Certificates are to 
be redeemed prior to maturity, notice of such redemption shall have been given as 
provided in Section 4.03 of the Trust Agreement or provision satisfactory to the Trust 
Administrator 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 Trust Administrator pursuant to Section 2.09 of 
the Trust Agreement. 

 
“Owner” or “Certificate Owner” or “Owner of a Certificate,” or any similar term, means 

the person or entity in whose name a Certificate shall be registered. 
 
“Parity Debt” means (i) the Certificates, (ii)  the 1993 Bonds, (iii) the 2007 COPs, and 

(iv) the payments made pursuant to any other indebtedness or other obligations (including 
leases and installment sale agreements) hereafter issued or incurred and secured by a pledge 
of and lien on Net Revenues equally and ratably with the Installment Payments. 
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"Permitted Investments" means any of the following which at the time of investment 
are legal investments under the laws of the State of California for the moneys proposed to be 
invested therein, provided that the same are of appropriate maturity and acquired at Fair Market 
Value and provided, further, that the investments as defined in the then-current version of the 
City’s Authorized Investments and Limits shall control: 

 
(a) Federal Securities; 
 
(b) bonds, debentures or notes issued by any of the following: Banks for 

Cooperatives, Federal Land Banks or Federal National Mortgage Association (including 
participation certificate and Federal Farm Credit Banks Consolidated System Bonds); 

 
(c) bonds or obligations of the State of California which are rated “AA” or 

better by S&P; 
 
(d) interest bearing demand or time deposits (including certificates of deposit) 

in national banks, state banks, federal savings and loan associations or state chartered 
savings and loan associations, which have deposits insured by the Federal Deposit 
Insurance Corporation (the “FDIC”); provided, however, that the portion of such 
certificates of deposit in excess of the amount insured by the FDIC, if any, shall be with a 
provider whose short term S&P rating is “A-1+” or better; 

 
(e) repurchase agreements with 
 

(i) any institution with long-term debt rated in one of the two highest 
Rating Categories by S&P; 

 
(ii) with any corporation or other entity that falls under the jurisdiction 

of the Federal Bankruptcy Code, provided that: 
 

(A) the term of such repurchase agreement is less than one 
year or due on demand; 

 
(B) the Trust Administrator has possession of the collateral; 
 
(C) the market value of the collateral is maintained as follows: 

 
(1) if valued daily and with a remaining maturity of (a) 

one year or less, at 102%; (b) five years or less, at 105%; (c) ten 
years or less, at 106%; (d) fifteen years or less, at 108%; and (e) 
thirty years or less, at 114%; 

 
(2) if valued weekly and with a remaining maturity of 

(a) one year or less, at 103%; (b) five years or less, at 111%; (c) 
ten years or less, at 112%; (d) fifteen years or less, at 114%; and 
(e) thirty years or less, at 120%; 

 
(3) if valued monthly and with a remaining maturity of 

(a) one year or less, at 106%; (b) five years or less, at 118%; (c) 
ten years or less, at 123%; (d) fifteen years or less, at 128%; and 
(e) thirty years or less, at 138%; and 
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(4) if valued quarterly and with a remaining maturity of 
(a) one year or less, at 107%; (b) five years or less, at 120%; (c) 
ten years or less, at 130%; (d) fifteen years or less, at 133%; and 
(e) thirty years or less, at 140% 

 
(D) failure to maintain the requisite collateral levels will require 

the Trust Administrator to liquidate the collateral immediately; 
 
(E) the repurchase securities must be obligations of, or fully 

guaranteed as to principal and interest by, the United States of America; 
and 

 
(F) the repurchase securities are free and clear of any third 

party lien or claim; or 
 

(iii) with financial institutions insured by the FDIC or any broker-dealer 
with “retail customers” which falls under the jurisdiction of the Securities Investors 
Protection Corp. (“SIPC”), provided that 
 

(A) the market value of the collateral is maintained as 
described in (ii)(C) above; 

 
(B) the Trust Administrator has possession of the collateral; 
 
(C) the Trust Administrator has a perfected first priority security 

interest in the collateral; 
 
(D) the collateral is free and clear of any third party lien or 

claim and, in the case of a broker-dealer with “retail customers” which 
falls under the jurisdiction of SIPC, the collateral was not acquired 
pursuant to a repurchase agreement or a reverse repurchase agreement; 

 
(E) the repurchase securities must be obligations of, or fully 

guaranteed as to principal and interest by, the United States of America; 
and 

 
(F) failure to maintain the requisite collateral levels will require 

the Trust Administrator to liquidate the collateral immediately; and 
 

(f) money market funds consisting of Federal Securities, which are rated in 
the highest Rating Category by S&P; and 

 
(g) the Local Agency Investment Fund of the State of California. 

 
“Prepayment” means any payment applied towards the prepayment of the Installment 

Payments, in whole or in part, pursuant to Article X of the Installment Sale Agreement. 
 
“Principal Amount” means the aggregate principal amount with respect to the 

Certificates, being $8,300,000.  
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“Principal Trust Office” means the office of the Trust Administrator at the offices of the 
City in FowlerWillits, California, or at such other address designated by the Trust Administrator 
by written notice filed with the City and the Corporation. 

 
“Proceeds” when used with reference to the Certificate, means the face amount of the 

Certificate, plus accrued interest and premium, if any, less original issue discount, if any. 
 
“Project” means the improvements to the Enterprise described in Exhibit B to the 

Installment Sale Agreement. 
 
“Rating Category” means, with respect to any Permitted Investment, one or more of the 

generic categories of rating by S&P applicable to such Permitted Investment, without regard to 
any refinement or gradation of such rating category by a plus or minus sign. 

 
“Regular Record Date” means the close of business on the 15th day of the month 

preceding each Interest Payment Date, whether or not such 15th day is a Business Day. 
 
“Reserve Fund” means the fund of that name established under Article VI of the Trust 

Agreement and held by the Trust Administrator. 
 
“Reserve Requirement” means, for the purpose of determining the maximum size of the 

Reserve Fund established in Section 6.01 of the Trust Agreement, the least of:  
 

(a) 10% of the Principal Amount of the Certificates;  
 
(b) 125% of average annual Debt Service for the Certificates; or  
 
(c) maximum annual Debt Service for the Certificates. 

 
As of the Closing Date, the Reserve Requirement is $331,000. _______________.  
 
“S&P” means Standard & Poor’s Ratings Group, a division of McGraw-Hill, Inc., New 

York, New York, or its successors. 
 
“State” means the State of California. 
 
“Subordinate Debt” means indebtedness or other obligations (including leases and 

installment sale agreements) hereafter issued or incurred and secured by a pledge of and lien 
on Net Revenues subordinate to the Installment Payments. 

 
“Tax Code” means the Internal Revenue Code of 1986 as in effect on the Closing Date 

or (except as otherwise referenced in the Installment Sale 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 Tax Code. 

 
“Term of the Installment Sale Agreement” means the time during which the 

Installment Sale Agreement is in effect which begins on the Closing Date and ends on 
November 1, 2050,2049 unless sooner terminated pursuant to the terms of the Installment Sale 
Agreement. 

 
“Treasurer” means the person who is the City’s Treasurer or deputy or assistant thereto 

as the Treasurer of the City. 
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“Trust Administrator” means the Treasurer, or any successor thereto, acting as Trust 

Administrator pursuant to the Trust Agreement. 
 
“Trust Agreement” means this Trust Agreement, dated as of November March 1, 

201110, by and among the Trust Administrator, the Corporation and the City, together with any 
amendments or supplements thereto permitted to be made thereunder. 

 
“2007 COPs” means, collectively, the City of Willits Certificate of Participation, Series 

2007A (Wastewater System Improvements Project), executed and delivered in the original 
principal amount of $9,000,000, and the City of Willits Certificate of Participation, Series 2007B 
(Wastewater System Improvements Project), executed and delivered in the original principal 
amount of $1,285,000.  

 
 “Written Certificate” of the City means a written certificate signed in the name of the 

City by a City Representative as contemplated by and containing the elements required by 
Section 1.03 of the Trust Agreement and Section 1.03 of the Installment Sale Agreement. 
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EXHIBIT B 
 

FORM OF CERTIFICATE OF PARTICIPATION 
 

No. R-1 ***$8,300,000*** 
 

CERTIFICATE OF PARTICIPATION, SERIES 2010A2011A 
(Wastewater System Improvements Project) 

Evidencing the Direct, Undivided Fractional Interests of the Owner  
Thereof in Installment Payments to be Made by the 

CITY OF WILLITS 
As the Purchase Price for Certain Property Pursuant 

to an Installment Sale Agreement with the 
CITY OF WILLITS PUBLIC FACILITIES CORPORATION 

 
 RATE OF INTEREST: DATED DATE: 
 2.500250% November 18March 1, 201110 
 
 
REGISTERED OWNER: UNITED STATES OF AMERICA, ACTING THROUGH RURAL 

UTILITIES SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 

 
PRINCIPAL AMOUNT: ***EIGHT MILLION THREE HUNDRED THOUSAND DOLLARS*** 
 

THIS IS TO CERTIFY THAT the Registered Owner identified above, or registered 
assigns, as the registered owner (the “Registered Owner”) of this Certificate of Participation (the 
“Certificate”) is the owner of a direct, undivided fractional interest in installment payments (the 
“Installment Payments”) payable under the Installment Sale Agreement dated as of the date 
hereof March 1, 2011 (the “Installment Sale Agreement”) by and between CITY OF WILLITS 
PUBLIC FACILITIES CORPORATION (the “Corporation”), a nonprofit public benefit corporation, 
duly organized and existing under the laws of the State of California and the CITY OF WILLITS 
(the “City”), a municipal corporation and general law city, organized and existing under the laws 
of the State of California.  The Installment Payments and certain other rights and interests under 
the Installment Sale Agreement have been assigned to the Treasurer of the City, as trust 
administrator (the “Trust Administrator”), having an office in the location described in the Trust 
Agreement referred to below. 

 
The Registered Owner of this Certificate is entitled to receive, subject to the terms of the 

Installment Sale Agreement, on the Maturity Dates identified below, or any earlier prepayment 
date, the Principal Amounts identified below representing a direct, undivided fractional share of 
the portion of the Installment Payments designated as principal as follows:  

 
Maturity Bond Total 

Date Numbers Principal 
11/1/2011 

1-125 
$125,000 

131,000  
11/1/2012 126-251 126,000133,000  
11/1/2013 252-380 129,000136,000  
11/1/2014 381-513 133,000139,000  
11/1/2015 514-649 136,000142,000  
11/1/2016 650-788 139,000145,000  
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Maturity Bond Total 
Date Numbers Principal 

11/1/2017 789-931 143,000149,000  
11/1/2018 932-1077 146,000152,000  
11/1/2019 1078-1227 150,000156,000  
11/1/2020 1228-1381 154,000159,000  
11/1/2021 1382-1539 158,000162,000  
11/1/2022 1540-1700 161,000166,000  
11/1/2023 1771-1866 166,000170,000  
11/1/2024 1867-2036 170,000174,000  
11/1/2025 2037-2210 174,000178,000  
11/1/2026 2211-2388 178,000182,000  
11/1/2027 2389-2571 183,000186,000  
11/1/2028 2572-2758 187,000190,000  
11/1/2029 2759-2950 192,000194,000  
11/1/2030 2951-3147 197,000199,000  
11/1/2031 3148-3349 202,000203,000  
11/1/2032 3350-3556 207,000208,000  
11/1/2033 3557-3768 212,000212,000  
11/1/2034 3769-3985 217,000217,000  
11/1/2035 3986-4208 223,000222,000  
11/1/2036 4209-4436 228,000227,000  
11/1/2037 4537-4670 234,000232,000  
11/1/2038 4671-4910 240,000237,000  
11/1/2039 4911-5156 246,000243,000  
11/1/2040 5157-5408 252,000248,000  
11/1/2041 5409-5746 258,000254,000  
11/1/2042 5747-5666 265,000259,000  
11/1/2043 5667-5931 271,000265,000  
11/1/2044 5932-6480 278,000271,000  
11/1/2045 6481-6765 285,000277,000  
11/1/2046 6766-7057 292,000283,000  
11/1/2047 7058-7356 299,000290,000  
11/1/2048 7357-7663 307,000296,000  
11/1/2049 7664-7978 315,000303,000  
11/1/2050 7979-8300 322,000310,000  

  $8,300,000 
 
 
and to receive on May 1, 2011, and semiannually thereafter on May 1 and November 1 of each 
year (each an “Interest Payment Date”) until payment in full of said principal the Registered 
Owner's direct, undivided fractional share of the Installment Payments designated as interest 
coming due during the interest period immediately preceding each of the Interest Payment 
Dates. Interest represented hereby shall be payable at the above stated Rate of Interest from 
the Interest Payment Date next preceding the date of execution of this Certificate unless (a) this 
Certificate is authenticated after the close of business on the 15th day of the month immediately 
preceding an Interest Payment Date (a “Record Date”) and on or before such Interest Payment 
Date, in which event interest shall be payable from such Interest Payment Date, or (b) unless 
this Certificate is authenticated on or before April 15, 2011, in which event interest shall be 
payable from the Dated Date identified above. The Registered Owner's share of the portion of 
the Installment Payments designated as interest is the result of the multiplication of the share of 
the portion of the Installment Payments designated as principal as shown and endorsed on the 
attached Certificate of Advances of Payment from the United States of America, by the Rate of 
Interest per annum identified above, calculated on the basis of a 365-day year. Principal 
represented hereby is payable in lawful money of the United States of America upon surrender 
hereof at the Office of the Trust Administrator, and interest represented hereby is payable by 
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check or draft mailed by first class mail by the Trust Administrator on each Interest Payment 
Date to the Registered Owner at such Owner's address as it appears on the registration books 
of the Trust Administrator as of the preceding Record Date. 

 
This single Certificate is issued in lieu of and represents the Certificates above-

mentioned, all of like date, tenor and effect, but differing in amounts and maturities. 
 
This Certificate is executed and delivered by the Trust Administrator pursuant to the 

terms of a Trust Agreement by and among the Trust Administrator, the Corporation and the City, 
dated as of the date hereof March 1, 2011 (the “Trust Agreement”). The City has certified that it 
is authorized to enter into the Installment Sale Agreement and the Trust Agreement under the 
laws of the State of California, for the purpose of paying and reimbursing the payment of the 
costs of certain public capital improvements. Reference is hereby made to the Installment Sale 
Agreement and the Trust Agreement (copies of which are on file at the Office of the Trust 
Administrator) for a description of the terms on which the Certificates are delivered, the rights 
thereunder of the owners of the Certificates, the rights, duties and immunities of the Trust 
Administrator and the rights and obligations of the City under the Installment Sale Agreement, to 
all of the provisions of the Installment Sale Agreement and the Trust Agreement the Registered 
Owner of this Certificate, by acceptance hereof, assents and agrees. 

 
The City is obligated under the Installment Sale Agreement to pay the Installment 

Payments from Net Revenues (as such term is defined in the Installment Sale Agreement). The 
obligation of the City to pay the Installment Payments does not constitute an obligation of the 
City for which the City is obligated to levy or pledge any form of taxation or for which the City 
has levied or pledged any form of taxation. The obligation of the City to pay Installment 
Payments does not constitute a debt of the City, the State of California or any of its political 
subdivisions within the meaning of any constitutional or statutory debt limitation or restriction. 

 
The Certificate is subject to optional prepayment in whole, or in part among maturities in 

any manner as directed by the City and by lot within a maturity, on any Business Day, from 
prepayments of the Installment Payments made at the option of the City pursuant to the 
Installment Sale Agreement, at a prepayment price equal to the aggregate principal components 
of the Installment Payments to be prepaid, together with accrued interest represented thereby to 
the date fixed for prepayment, without premium. 

 
The Certificate is subject to mandatory prepayment on any date, in whole, or in part, 

from unexpended proceeds of the Construction Fund established under the Trust Agreement 
and from the net proceeds of insurance or eminent domain proceedings, in either case 
deposited with the Trust Administrator, which are credited towards the prepayment of the 
Installment Payments pursuant to the Installment Sale Agreement, at a prepayment price equal 
to 100% of the principal amount to be prepaid, together with accrued interest represented 
thereby to the date fixed for prepayment, without premium. 

 
As provided in the Trust Agreement, notice of prepayment shall be mailed by the Trust 

Administrator by first class mail, postage prepaid, not less than 30 nor more than 60 days before 
the prepayment date, to the Registered Owner of the Certificate, but neither failure to receive 
such notice nor any defect in the notice so mailed shall affect the sufficiency of the proceedings 
for prepayment or the cessation of accrual of interest represented thereby. If this Certificate is 
called for prepayment and payment is duly provided herefor as specified in the Trust 
Agreement, interest represented hereby shall cease to accrue from and after the date fixed for 
prepayment. 
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This Certificate is transferable by the Registered Owner hereof, in person or by his 
attorney duly authorized in writing, at the Office of the Trust Administrator, but only in the 
manner, subject to the limitations and upon payment of the charges, if any, provided in the Trust 
Agreement and upon surrender and cancellation of this Certificate. Upon such transfer a new 
Certificate or Certificates, of authorized denomination or denominations, representing the same 
aggregate principal amount and representing the same rate of interest and maturity date, will be 
delivered to the transferee in exchange herefor. The City, the Corporation and the Trust 
Administrator may treat the Registered Owner hereof as the absolute owner hereof for all 
purposes, whether or not this Certificate shall be overdue, and the City, the Corporation and the 
Trust Administrator shall not be affected by any notice to the contrary. 

 
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 owners of a majority 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 extend the fixed maturity of any Certificate or reduce the interest 
or principal represented thereby, without the express consent of the owner of such Certificate. 

 
The Trust Administrator has no obligation or liability to the registered owners of the 

Certificates to make payments of principal, or interest with respect to the Certificates except 
from amounts on deposit for such purposes with the Trust Administrator. The Trust 
Administrator’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 and to 
perform the other duties expressly imposed upon it under the Trust Agreement. 

 
The City has certified, recited and declared that all things, conditions and acts required 

by the laws of the State of California, the Installment Sale Agreement and the 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. 

 
This Certificate is given as evidence of a loan to the City made by the United States of 

America, acting through Rural Utilities Service, United States Department of Agriculture, 
pursuant to the Consolidated Farm and Rural Development Act, and shall be subject to the 
present regulations of the Rural Utilities Service or any successor agency thereto and to its 
future regulations not inconsistent with the express provisions hereof. 

 
IN WITNESS WHEREOF, this Certificate has been executed and delivered by the Trust 

Administrator, acting pursuant to the Trust Agreement. 
 
Executed as of the Dated Date first written above. 
 

TRUST ADMINISTRATOR 
 
 
By:    
 Treasurer 

City of Willits 
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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 registered Certificate and hereby irrevocably constitute(s) and appoint(s)   
      attorney, to transfer the same on the registration books of 
the Trust Administrator with full power of substitution in the premises. 

 
 

Dated:    
 
Signature Guaranteed: 
 
 
 
    
Note: Signature(s) must be guaranteed by an eligible 
guarantor. 

Note: 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. 
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Certificate of Advances of Payment from United States of America, acting through Rural Utilities 

Service, United States Department of Agriculture 
    

 
The following advances have been paid to and received by the City in the amount and 

on the date(s) set forth below, as evidenced by the Trust Administrator’s signature set forth 
below, as evidenced by said Trust Administrator’s signature set forth opposite “Date of 
Advance” and “Amount of Advance.” 
 

  Signature of The 
Date of Advance Amount of Advance Trust Administrator 

 
_______________  $___________    
_______________  $___________    
_______________  $___________    
_______________  $___________    
_______________  $___________    
_______________  $___________    
_______________  $___________    

 
 
Total principal sum of the within Certificate advanced as of _______________, 200_ is  
$___________. 

 
 
 

Record of Prepayment in Advance of Maturity 
of Certificates Represented by this Certificate 

 
The Record of prepayment in advance of maturity on the registered Certificate shall be 

substantially as follows: 
 

Amount  Date 
 
__________________  ___________________ 
 
__________________  ___________________ 

 
__________________  ___________________ 
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EXHIBIT C 
 

$8,300,000  
CERTIFICATES OF PARTICIPATION, SERIES 

2010A2011A 
(Wastewater System Improvements Project) 
Evidencing the Direct, Undivided Fractional 

Interests of the Owners 
Thereof in Installment Payments to be Made by the 

CITY OF WILLITS 
(Mendocino County, California) 

As the Purchase Price for Certain Property Pursuant 
to an Installment Sale Agreement with the 

CITY OF WILLITS PUBLIC FACILITIES  
CORPORATION 

 
 
 

WRITTEN REQUISITION NO. __ FOR 
DISBURSEMENT FROM CONSTRUCTION FUND 

 
The undersigned hereby states and certifies that: 
 
1. the undersigned is the duly appointed, qualified and acting ______________City 

Manager of the City of Willits, a municipal corporation organized and existing under the laws of 
the State of California (the “City”), and as such, is familiar with the facts herein certified and is 
authorized and qualified to certify the same; 

 
2. the undersigned is a duly designated “City Representative”, as such term is 

defined in that certain Trust Agreement, dated as of November March 1, 201110 (the “Trust 
Agreement”), by and among the Treasurer of the City of Willits, as trust administrator (the “Trust 
Administrator”), City of Willits Public Facilities Corporation (the “Corporation”) and the City; 

 
3. Under Section 3.02 or Section 3.03 of the Trust Agreement, the Trust 

Administrator is hereby requested to disburse this date, from the Construction Fund established 
under the Trust Agreement, to the payees set forth on Attachment I attached hereto and by this 
reference incorporated herein, at the addresses identified thereon, the amount set forth opposite 
such payee for payment of Construction Costs or Delivery Costs, as applicable. 

 
4. The amounts to be disbursed constitute Construction Costs or Delivery Costs, as 

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

 
5. No amount set forth in this requisition was included in any requisition requesting 

disbursement previously filed with the Trust Administrator pursuant to Section 3.02 or Section 
3.03 of the Trust Agreement. 

 
6. Insofar as this requisition relates to payment for work, materials, equipment or 

supplies, such work was actually performed, or such materials, equipment or supplies were 
actually installed in furtherance of the construction of the Project or delivered to the appropriate 
site for such purpose, or delivered for storage or fabrication at a place approved by the District.  
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7. If this requisition relates to payment to a contractor, no liens have been imposed 
on the Project as a result of said construction except liens that have not yet ripened or that 
would attach by operation of law. 

3. under Section 3.02 of the Trust Agreement, the Trust Administrator is hereby 
requested to disburse this date, from the Construction Fund established under the Trust 
Agreement, to the payees set forth on Attachment I attached hereto and by this reference 
incorporated herein, at the addresses identified thereon, the amount set forth opposite such 
payee for payment of Construction Costs; 

 
4. the amounts to be disbursed constitute Construction Costs, said amounts are 

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

 
5. no amount set forth in this requisition was included in any requisition requesting 

disbursement previously filed with the Trust Administrator pursuant to Section 3.02 of the Trust 
Agreement; 

 
6. insofar as this requisition relates to payment for work, materials, equipment or 

supplies, such work was actually performed, or such materials, equipment or supplies were 
actually installed in furtherance of the construction of the Project or delivered to the appropriate 
site for such purpose, or delivered for storage or fabrication at a place approved by the City; and 

 
7. insofar as this requisition relates to payment to a contractor, no liens have been 

imposed on the Project as a result of said construction except liens that have not yet ripened or 
that would attach by operation of law;  

 
8. under Section 3.03 of the Trust Agreement, the Trust Administrator is hereby 

requested to disburse this date, from the Construction Fund established under the Trust 
Agreement, to the payees set forth on Attachment I attached hereto and by this reference 
incorporated herein, at the addresses identified thereon, the amount set forth opposite such 
payee for payment of Delivery Costs; 

 
9. the amounts to be disbursed constitute Delivery Costs, said amounts are 

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

 
10. no amount set forth in this requisition was included in any requisition requesting 

disbursement previously filed with the Trust Administrator pursuant to Section 3.03 of the Trust 
Agreement; 

 
811. any capitalized terms used herein and not otherwise defined shall have the 

meanings ascribed thereto in the Trust Agreement. 
 
 
 

Dated: ___________, 20102011 
CITY OF WILLITS 
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By: 
 __________________________________ 
 Title:________________________ 
  
As Acknowledged by: 
United States of America, 
acting through Rural Utilities Service, United 
States Department of Agriculture 
 
 
 
By    
 Authorized Officer  
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INSTALLMENT SALE AGREEMENT 
 
 
 

Dated as of November March 1, 201110 
 
 
 

by and between  
 
 

CITY OF WILLITS PUBLIC FACILITIES CORPORATION, 
as Seller 

 
 

and the 
 
 

CITY OF WILLITS,  
as Purchaser 

 
 
 
 

For 
 

$8,300,000 
Certificate of Participation, Series 2010A2011A 

(Wastewater System Improvements Project) 
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INSTALLMENT SALE AGREEMENT 
 
 

THIS INSTALLMENT SALE AGREEMENT (this “Agreement” or “Installment Sale 
Agreement”), dated as of November March 1, 201110, by and between CITY OF WILLITS 
PUBLIC FACILITIES CORPORATION, a corporation duly organized and existing under the laws 
of the State of California, as seller (the “Corporation”), and the CITY OF WILLITS, a municipal 
corporation and general law city organized and existing under the laws of the State of California, 
as purchaser (the “City”); 

 
W I T N E S S E T H: 

 
WHEREAS, the City wishes to finance the construction of certain improvements to its 

sewer system (the “Enterprise”) as more particularly described in Exhibit A hereto (the 
“Project”); 

 
WHEREAS, the Corporation has been formed for the purpose, among others, of 

assisting public entities in the financing of capital improvements; and 
 
WHEREAS, to that end, the Corporation will cause the execution and delivery of 

Certificates of Participation, Series 2010A 2011A in the principal amount of $8,300,000 (the 
“Certificates”), and apply the proceeds of the sale thereof the to acquisition and construction of 
the Project; and  

 
WHEREAS, the City has determined to purchase the Project from the Corporation 

pursuant to this Installment Sale Agreement; and 
 
WHEREAS, the City will make installment payments pursuant to this Installment Sale 

Agreement (the “Installment Payments”) from the Net Revenues (as defined herein) of the 
Enterprise in order to purchase the Project from the Corporation; and 

 
WHEREAS, the Corporation will assign its right to receive Installment Payments to the 

Treasurer of the City of Willits, as trust administrator, pursuant to an Assignment Agreement, 
dated as of November March 1, 201110 (the “Assignment Agreement”) for the benefit of the 
Owner (as defined herein) of the Certificate; and 

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

covenants hereinafter contained and for other good and valuable consideration, the receipt and 
sufficiency of which is hereby acknowledged, the parties hereto agree as follows: 
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ARTICLE I 
 

GENERAL 
 
 

Section 1.01. Definitions. Unless the context otherwise requires, the terms defined in 
Exhibit A attached the Trust Agreement, dated as of the date hereof and by and among the 
Treasurer of the City of Willits, the Corporation and the City, shall, for all purposes of this 
Installment Sale Agreement, have the meanings specified therein. 

 
Section 1.02. Representations, Covenants and Warranties. The City and the 

Corporation represent, covenant and warrant to each other as follows: 
 

(a) Each is validly organized and existing under the laws of the State. 
 
(b) The laws of the State authorize the each to enter into this Installment Sale 

Agreement and the Trust Agreement and to enter into the transactions contemplated by 
and to carry out its obligations under each of the aforesaid agreements, and the each 
has duly authorized and executed such agreements. 

 
(c) The execution and delivery of this Installment Sale Agreement, the Trust 

Agreement, the fulfillment of or compliance with the terms and conditions hereof or 
thereof, and the consummation of the transactions contemplated by this Installment Sale 
Agreement and the Trust Agreement do not conflict with and do not result in a material 
breach of the terms, conditions or provisions of any restriction or any agreement or 
instrument to which each is now a party or by which each is bound or constitutes a 
default under any of such agreement or instrument. 

 
(d) Each has authorized and executed this Installment Sale Agreement in 

accordance with the laws of the State. 
 
(e) The City represents that the Project has not been the subject of a 

previous conveyance by the City.  
 
(f) The City represents that, other than the 1993 Bonds and the 2007 COPs, 

which are on a parity with the Installment Payments, it has not issued or incurred any 
obligations which are currently outstanding having any priority in payment out of the 
Gross Revenues or the Net Revenues over the payment of the Installment Payments as 
provided herein. 

 
Section 1.03. Written Certificates.  
 

(a)  Contents. Every certificate provided for in this Installment Sale 
Agreement with respect to compliance with any provision hereof shall include (a) a 
statement that the person making or giving such certificate or opinion has read such 
provision and the definitions herein relating thereto; (b) a brief statement as to the nature 
and scope of the examination or investigation upon which the certificate is based; (c) a 
statement that, in the opinion of such person, he or she has made or caused to be made 
such examination or investigation as is necessary to enable him or her to express an 
informed opinion with respect to the subject matter referred to in the instrument to which 
his or her signature is affixed; (d) a statement of the assumptions upon which such 
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certificate is based, and that such assumptions are reasonable; and (e) a statement as 
to whether, in the opinion of such person, such provision has been complied with. 
 

(b)  Reliance. Any such certificate made or given by a City Representative 
may be based, insofar as it relates to legal or accounting matters, upon a certificate or 
opinion of or representation by counsel or an accountant, unless such City 
Representative knows, or in the exercise of reasonable care should have known, that 
the certificate, opinion or representation with respect to the matters upon which such 
certificate or statement may be based, as aforesaid, is erroneous. Any such certificate or 
opinion made or given by counsel or an accountant may be based, insofar as it relates to 
factual matters (with respect to which information is in the possession of the City, as the 
case may be) upon a certificate or opinion of or representation by a City Representative, 
unless such counsel or accountant knows, or in the exercise of reasonable care should 
have known, that the certificate or opinion or representation with respect to the matters 
upon which such person’s certificate or opinion or representation may be based is 
erroneous. The same City Representative, or the same counsel or accountant, as the 
case may be, need not certify to all of the matters required to be certified under any 
provision of this Installment Sale Agreement, but different officers, counsel or 
accountants may certify to different matters, respectively. 
 
Section 1.04. Exhibits. The following Exhibits are attached to, and by this reference are 

made a part of, this Installment Sale Agreement: 
 
Exhibit A: Project Description 
Exhibit B: Installment Payments Schedule  
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ARTICLE II 
 

DEPOSITS; PAYMENTS ; CONSTRUCTION 
 
 
Section 2.01. Deposit of Moneys. The Corporation shall cause to be deposited with the 

Trust Administrator, for deposit in the funds as provided in the Trust Agreement, the amounts 
derived from the Certificate proceeds ($8,300,000) in the funds as provided in the Trust 
Agreement, in each case in the installments as and when disbursed by the Original Purchaser. 

 
Section 2.02. Payment of Construction Costs and Delivery Costs. Payment of the 

Construction Costs and Delivery Costs shall be made from the moneys deposited with the Trust 
Administrator in the Construction Fund, which moneys shall be disbursed for such purpose in 
accordance and upon compliance with Sections 3.02 and 3.03, respectively, of the Trust 
Agreement. The City hereby covenants to pay necessary Construction Costs and Delivery 
Costs in excess of amounts available from Certificate proceeds from any legally available 
source of funds. 

 
Section 2.03. Unexpended Proceeds. In accordance with Section 3.04 of the Trust 

Agreement, all excess moneys remaining in the Construction Fund and not required for 
payment of Construction Costs shall be transferred to the Installment Payment Fund and 
applied to the prepayment of Certificates. 

 
Section 2.04. Construction of Project. The Corporation hereby appoints the City as its 

agent to acquire and construct the Project. 
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ARTICLE III 
 

PROJECT SALE AND TITLE; INSTALLMENT PAYMENTS; NET REVENUES 
 
 

Section 3.01. Sale. The Corporation hereby sells, bargains and conveys the Project to 
the City, and the City hereby purchases the Project from the Corporation upon the terms and 
conditions set forth in this Installment Sale Agreement. 

 
Section 3.02. Title. The City and the Corporation agree that title to the Project, and 

each component thereof, shall be deemed conveyed to and vested in the City upon the 
completion of the acquisition, construction and installation thereof. The Corporation and its 
officers shall take all actions necessary to vest in the City all of the Corporation’s rights in and 
title to the Project. 

 
Section 3.03. Assignment by the Corporation. The Corporation’s right, title and 

interest in this Installment Sale Agreement, including the right to receive and enforce payment of 
the Installment Payments to be made by the City under this Installment Sale Agreement, have 
been assigned to the Trust Administrator, subject to certain exceptions, pursuant to the 
Assignment Agreement, to which assignment the City hereby consents. The City understands 
and agrees that the Corporation has assigned its right, title and interest (but not its duties or 
obligations) in this Installment Sale Agreement to the Trust Administrator pursuant to the 
Assignment Agreement for the benefit of the Owners and the City assents to such assignment. 
The Corporation hereby directs the City, and the City hereby agrees, to pay to the Trust 
Administrator at the Trust Administrator’s principal corporate trust office or at such other place 
as the Trust Administrator shall direct in writing, all payments payable by the City pursuant to 
this Installment Sale Agreement. 

 
Section 3.04. Term of the Installment Sale Agreement. The Term of the Installment 

Sale Agreement shall be as defined in Exhibit A to the Trust Agreement, unless sooner 
terminated. 

 
Section 3.05. Installment Payments. 
 

(a) Obligation to Pay. The City agrees to pay to the Corporation, its 
successors and assigns, as the purchase price of the Project, the Installment Payments, 
consisting of components of principal and interest, on the Installment Payment Dates 
and in the amounts specified in Exhibit B hereto, except such amounts shall be reduced 
by moneys on deposit in the Installment Payment Fund and credited to the payment of 
Installment Payments next due. The Installment Payments shall be payable solely from 
Net Revenues as hereinafter provided. 

 
(b) Reduction Upon Partial Prepayment. In the event the City prepays less 

than all of the remaining principal components of the Installment Payments pursuant to 
Sections 4.02 and 4.03 hereof, the amount of such prepayment shall be applied to 
reduce the principal component of the subsequent remaining Installment Payments in 
any manner as directed by the City in a Written Certificate and the interest component of 
each subsequent remaining Installment Payment shall be reduced by the aggregate 
corresponding amount of interest which would otherwise be payable with respect to the 
Certificate redeemed as a result of such prepayment. 
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(c) Rate on Overdue Payments. In the event the City should fail to make 
any of the payments required in this Section 3.05 so that there are insufficient moneys 
on hand in the Installment Payment Fund to pay any Installment Payment in full on an 
Installment Payment Date, the Installment Payment in default shall continue as an 
obligation of the City until the amount in default shall have been fully paid and the City 
agrees to pay the same with interest thereon, to the extent permitted by law, from the 
date thereof at the rate of interest payable with respect to the Certificate. 

 
Section 3.06. Special Obligation of the City.  
 

(a)  Limitations. The City’s obligation to pay the Installment Payments shall 
be a special obligation limited solely to Net Revenues. Under no circumstances shall the 
City be required to advance any moneys derived from any source of income other than 
the Net Revenues and other sources specifically identified herein for the payment of the 
Installment Payments, nor shall any other funds or property of the City be liable for the 
payment of the Installment Payments. 
 

(b)  Obligations Unconditional. The obligations of the City to make the 
Installment Payments from Net Revenues and to perform and observe the other 
agreements contained herein shall be absolute and unconditional and shall not be 
subject to any defense or any right of set-off, counterclaim or recoupment arising out of 
any breach of the City, the Corporation or the Trust Administrator of any obligation to the 
City or otherwise with respect to the Project, whether hereunder or otherwise, or out of 
indebtedness or liability at any time owing to the City by the Corporation or the Trust 
Administrator.  

 
(c)  Obligations Specified. Until such time as all of the Installment Payments 

shall have been fully paid or prepaid, the City: 
 

(i)  will not suspend, abate, or discontinue any payments provided for in 
Section 3.05 hereof; 

 
  (ii) will perform and observe all other agreements contained in this 
Installment Sale Agreement; and  
 

(iii) will not terminate the Term of the Installment Sale Agreement for any 
cause, including, the occurrence of any acts or circumstances that may constitute 
failure of consideration, eviction or constructive eviction, destruction of or 
damage to the Project, the taking by eminent domain of title to or temporary use 
of any or all of the Project, commercial frustration of purpose, any change in the 
tax or other laws of the United States of America or of the State or any political 
subdivision of either thereof or any failure of the Corporation or the Trust 
Administrator to perform and observe any agreement, whether express or 
implied, or any duty, liability or obligation arising out of or connected with the 
Trust Agreement, the Assignment Agreement or this Installment Sale Agreement. 

 
(d) Corporation Obligations. Nothing contained in this Section 3.06 shall be 

construed to release the Corporation from the performance of any of the agreements on 
its part herein contained, and in the event the Corporation shall fail to perform any such 
agreements on its part, the City may institute such action against the Corporation as the 
City may deem necessary to compel performance so long as such action does not 
abrogate the obligations of the City contained in Section 3.06(b) above.  The City may, 
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however, at the City’s own cost and expense and in the City’s own name or in the name 
of the Corporation prosecute or defend any action or proceeding or take any other action 
involving third persons which the City deems reasonably necessary in order to secure or 
protect the City’s right of possession, occupancy and use hereunder, and in such event 
the Corporation hereby agrees to cooperate fully with the City and to take such action 
necessary to effect the substitution of the City for the Corporation in such action or 
proceeding if the City shall so request. 
 
Section 3.07. Pledge of Net Revenues; Transfer to Pay Installment Payments; 

Release from Lien. 
 

(a) Pledge of Net Revenues. The City hereby agrees that the payment of 
the Installment Payments shall be secured by a pledge, charge and lien upon Net 
Revenues on a parity with the pledge which secures all outstanding Parity Obligations, 
and Net Revenues sufficient to pay the Installment Payments as they become due and 
payable are hereby pledged, charged, assigned, transferred and set over by the City to 
the Corporation and its assigns for the purpose of securing payment of the Installment 
Payments. The Net Revenues shall constitute a trust fund for the security and payment 
of the Installment Payments.  The Installment Payments and all Parity Obligations are 
equally secured by a pledge, charge and lien upon the Net Revenues and such moneys 
without priority for series, issue, number or date and the payment of the interest on and 
principal of the Installment Payments shall be and are secured by an exclusive pledge, 
charge and lien upon the Net Revenues and such moneys. 

 
(b) Transfer to Pay Installment Payments. The City has previously 

established the Sewer Enterprise Fund, which it will continue to hold and maintain for the 
purposes and uses set forth herein.  The City shall deposit all Gross Revenues in the 
Sewer Enterprise Fund promptly upon the receipt thereof.  In addition to withdrawals 
required to pay principal of and interest on the Parity Debt, the City shall, on or before 
each Installment Payment Date, withdraw Net Revenues on deposit in the Sewer 
Enterprise Fund and transfer to the Trust Administrator for deposit into the Installment 
Payment Fund the amount indicated in Exhibit B attached hereto as required for the next 
occurring Installment Payment Date.  Notwithstanding Exhibit B attached hereto, the City 
shall be obligated to make Installment Payments sufficient to pay all principal and 
interest due with respect to the Certificates. 

 
(c) Release from Lien. Following the transfer described in paragraph (b) of 

this Section 3.07 with respect to each November 1 Installment Payment Date, Net 
Revenues on deposit in the Sewer Enterprise Fund in excess of amounts required for 
the payment of the Installment Payments and any Parity Debt, and for the replenishment 
of the Reserve Fund in that Fiscal Year, shall be released from the lien of this 
Installment Sale Agreement and shall be available for any lawful purpose of the City. 

 
Section 3.08. Rate Covenant. The City hereby covenants that it shall prescribe, revise 

and collect such charges for the services and facilities of the Enterprise which, after allowances 
for contingencies and error in the estimates, shall produce Gross Revenues sufficient in each 
Fiscal Year to provide Net Revenues equal to at least 1.10 times (i) all Operation and 
Maintenance Expenses estimated by the City to become due and payable in such Fiscal Year; 
(ii) the Installment Payments coming due and payable during such Fiscal Year, (iii) all payments 
required with respect to Parity Debt, if any, and (iv) amounts required to replenish the Reserve 
Fund, as required by Section 6.06 of the Trust Agreement. 
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Section 3.09. Limitations on Future Obligations Secured by Net Revenues. 
 

(a) No Obligations Superior to Installment Payments. In order to protect 
further the availability of the Net Revenues and the security for the Installment Payments 
and any Parity Debt, the City hereby agrees that the City shall not, so long as any 
Certificates are outstanding, issue or incur any obligations payable from Gross 
Revenues or Net Revenues superior to the Installment Payments or such Parity Debt. 

 
(b) Parity Debt. The City further covenants that, except for obligations issued 

or incurred to prepay the Installment Payments in full pursuant to Section 4.02 hereof, 
the City shall not issue or incur any Parity Debt unless: 

 
(i) The City is not in default under the terms of this Installment Sale 

Agreement; 
 
(ii) Net Revenues, calculated on sound accounting principles, as 

shown by the books of the City for the latest Fiscal Year or any more recent 12-
month period selected by the City ending not more than 60 days prior to the 
adoption of the resolution pursuant to which instrument such parity debt is issued 
or incurred, as shown by the books of the City, plus the estimated amount of the 
increase in the Net Revenues for the first full 12-month period in which the 
proposed additions or extensions to the Enterprise will be in operation, as shown 
by an opinion of an independent recognized consulting engineer, equals at least 
1.10 times the sum of the average annual Installment Payments, average annual 
debt service on all outstanding Parity Debt outstanding at the time the additional 
parity obligations are issued or incurred, and average annual debt service on all 
additional parity bonds or additional parity obligations proposed to be issued or 
incurred;  

 
(iii) A reserve fund shall be funded, for such Parity Debt which is at 

least equal to the amount resulting from the application on the closing date of 
such Parity Debt of the formula contained in the definition of “Reserve 
Requirement” contained herein. 

 
(iv) So long as all of the Outstanding Certificates are held by the 

Original Purchaser, the prior written consent of the Original Purchaser must be 
obtained, which consent shall not be unreasonably withheld. 

 
Section 3.10. Additional Payments. In addition to the Installment Payments, the City 

shall pay, from Net Revenues, when due all costs and expenses incurred by the Corporation to 
comply with the provisions of the Trust Agreement and this Installment Sale Agreement, 
including, without limitation all Delivery Costs, compensation due to the Trust Administrator for 
its fees, costs and expenses incurred under the Trust Agreement and the Assignment 
Agreement and all costs and expenses of attorneys, auditors, engineers and accountants. 

 
Section 3.11. Payments to Reserve Fund. In addition to the Installment Payments, the 

City shall pay to the Trust Administrator, from Net Revenues,  
 

(a) on each Installment Payment Date, and for the Term of the Installment Sale 
Agreement, an amount equal to 1/10th of the average annual debt service on the 
Certificates for deposit in the Reserve Fund, and  
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(b) such amounts as shall be required to replenish the Reserve Fund, as 
necessary, in the event of a draw therefrom or a valuation determines that a deficiency 
exists therein, all in accordance with Section 6.06 of the Trust Agreement;  
 

provided, however, that in the event the amount on deposit in the Reserve Fund reaches the 
applicable Reserve Requirement, the City shall discontinue the aforesaid payments to the 
Reserve Fund (except to the extent necessary to replenish the Reserve Fund) and direct the 
application of such payments to the payment of Operation and Maintenance Expenses, and any 
further interest earnings on the Reserve Fund shall be allocated under Section 8.03 of the Trust 
Agreement.   

 
For purposes of payment of such Operation and Maintenance Expenses, the City shall 

establish and maintain a fund designated the “Renewal and Replacement Fund” which shall be 
maintained by the City for the Term of this Installment Sale Agreement into which such moneys 
shall be placed. 
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ARTICLE IV 
 

PREPAYMENT OF INSTALLMENT PAYMENTS 
 
 

Section 4.01. Prepayment. The City shall have the right to prepay the Installment 
Payments relating to either series of Certificates, but only in the manner, at the times and in all 
respects in accordance with the provisions of this Article IV. 

 
Section 4.02. Optional Prepayment. Subject to the terms and conditions of this Section 

4.02, the Corporation hereby grants an option to City to prepay the Installment Payments with 
respect to either series of Certificates in full, by paying the total unpaid principal component of 
such Installment Payments as set forth in Exhibit B or in part, but not in an amount of less than 
the Denomination Amount or any integral multiple thereof, at any one time. Said option may be 
exercised on any date following written notice by the City to the Corporation and the Trust 
Administrator of the exercise of such option at least 60 days prior to date designated for 
prepayment.  

 
Such option shall be exercised in the event of prepayment in full, by depositing with the 

Trust Administrator by the applicable prepayment date cash in an amount sufficient to pay the 
total unpaid principal component of such Installment Payments as set forth in Exhibit B, together 
with any Installment Payments then due for such series but unpaid, together with accrued 
interest to the prepayment date, or, in the event of prepayment in part, by depositing with the 
Trust Administrator by the applicable date of prepayment, an amount divisible by the 
Denomination Amount equal to the amount desired to be prepaid together with any Installment 
Payments then due but unpaid together with accrued interest on the amount to be prepaid to the 
prepayment date. 

 
In the event of prepayment in part, the partial prepayment shall be applied by the 

Corporation or its assignee against Installment Payments in such order as directed by the City, 
and the City shall prepare (or cause to be prepared) and provide to the Trust Administrator a 
schedule of Installment Payments reflecting said partial prepayment. 

 
Section 4.03. Mandatory Prepayment From Net Proceeds of Insurance or 

Condemnation and from Unexpended Proceeds. The City shall be obligated to prepay the 
Installment Payments in whole or in part on any Installment Payment Date from and to the 
extent of  

 
(a) any Net Proceeds of any insurance or condemnation award theretofore 

deposited in the Installment Payment Fund for such purpose pursuant to Section 5.07 
hereof or pursuant to Section 7.02 of the Trust Agreement; and  

 
(b) from any excess monies remaining in the Construction Fund and not required 

for payment of Construction Costs (“Unexpended Proceeds”).  
 
The City and the Corporation hereby agree that such Net Proceeds and Unexpended 

Proceeds shall be credited towards the City’s obligations under this Section 4.03. Except in the 
case of such prepayment of the Installment Payments in full, such payment shall be in addition 
to the Installment Payment required to be paid by the City on such date.  Prepayment of 
Certificates pursuant to this Section shall be made on a pro rata basis based on the original 
principal amount of each series of the Certificates. 
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Section 4.04. Credit for Amounts on Deposit. In the event the City elects or is 
required to prepay the Installment Payments in full under this Article IV, such that the Trust 
Agreement shall be discharged by its terms as a result of such prepayment, all amounts then on 
deposit in the Installment Payment Fund, the Construction Fund or the Reserve Fund shall be 
credited towards the amounts required to be so prepaid. 

 
Section 4.05. Security Deposit. Notwithstanding any other provision of this Installment 

Sale Agreement, the City may, on any date, secure the payment of Installment Payments by a 
deposit with the Trust Administrator, as escrow holder under an escrow deposit and trust 
agreement as referenced in Section 14.01(d) of the Trust Agreement, of: 

 
(a) All Installment Payments. in the case of a security deposit relating to all 

Installment Payments, either (i) an amount which, together with amounts on deposit in 
the Installment Payment Fund and the Reserve Fund, is sufficient to pay all unpaid 
Installment Payments, including the principal and interest components thereof, in 
accordance with the Installment Payment schedule set forth in Exhibit B attached hereto, 
or (ii) Defeasance Obligations, together with cash, if required, in such amount as will, in 
the opinion of nationally-recognized bond counsel and of an independent certified public 
accountant, together with interest to accrue thereon and, if required, all or a portion of 
moneys or Defeasance Obligations then on deposit in the Installment Payment Fund and 
the Reserve Fund, be fully sufficient to pay all unpaid Installment Payments on their 
Installment Payment Date; or 

 
(b) Portion of Installment Payments. in the case of a security deposit 

relating to a portion of the Installment Payments both (i) a certificate executed by a City 
Representative designating the portion of the Installment Payments to which the deposit 
pertains, and (ii) cash or Defeasance Obligations, in such amount as will, together with 
interest to be received thereon, if any, and an allocable portion of amounts on deposit in 
the Installment Payment Fund and the Reserve Fund, be fully sufficient in the opinion of 
an independent certified public accountant, to pay the portion of the Installment 
Payments designated in the aforesaid City Representative’s certificate. 
 

(c) Effect. In the event of a deposit pursuant to this Section 4.05, all 
obligations of the City under this Installment Sale Agreement pertaining to the portion of 
the Project for which the deposit has been made shall cease and terminate, excepting 
only the obligation of the City to make, or cause to be made, all Installment Payments, or 
the portion of Installment Payments to which the deposit pertains, from the deposit made 
by City pursuant to this Section 4.05. Such deposit shall be deemed to be and shall 
constitute a special fund for the payment of Installment Payments in accordance with the 
provisions of this Installment Sale Agreement; and further provided that any security 
deposit relating to the Project shall not affect the covenant of the City contained in 
Section 3.07 hereof in the event such security deposit is insufficient to pay or prepay all 
Installment Payments relating to the Project when and as the same become due and 
payable. Upon said deposit, the Corporation will execute or cause to be executed any 
and all documents as may be necessary to release the security provided hereby to the 
extent of such deposit. 
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ARTICLE V 
 

MAINTENANCE; TAXES; INSURANCE; AND OTHER MATTERS 
 
 

Section 5.01. Maintenance, Taxes and Assessments, Contests.  
 

(a)  Operation. The City covenants to operate the Enterprise in an efficient 
and economical manner and operate, maintain and preserve the Enterprise in good 
repair and working order in accordance with customary standards and practices 
applicable to similar facilities 
 

(b)  Taxes and Assessments. The City shall also pay or cause to be paid all 
taxes and assessments of any type or nature charged to the Corporation or the City or 
levied, assessed or charged against the Enterprise 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 City shall be 
obligated to pay only such installments as are required to be paid during the Term of the 
Installment Sale Agreement as and when the same become due. The City shall not be 
required to pay any federal, state or local income, inheritance, estate, succession, 
transfer, gift, franchise, gross receipts, profit, excess profit, capital stock, corporate, or 
other similar tax payable by the Corporation, its successors or assigns, unless such tax 
is made in lieu of or as a substitute for any real estate or other tax upon property. 
 

(c) Contest. The City may, at the City’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 City that, in the opinion of Independent Counsel, by 
nonpayment of any such items, or the Project or any part thereof will be subject to loss 
or forfeiture, in which event the City 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. 
 
Section 5.02. Modification of Project. The City shall, at its own expense, have the right 

to remodel the Project or to make additions, modifications and improvements thereto. All such 
additions, modifications and improvements shall thereafter comprise part of the Project and be 
subject to the provisions of this Installment Sale Agreement. Such additions, modifications and 
improvements shall not in any way damage the Project or cause it to be used for purposes other 
than those authorized under the provisions of state and federal law; and the Project, upon 
completion of any additions, modifications and improvements made pursuant to this Section 
5.02, shall be of a value which is not substantially less than the value of the Project immediately 
prior to the making of such additions, modifications and improvements. 

 
Section 5.03. Installation of City’s Equipment. The City may at any time and from 

time to time, in its sole discretion and at its own expense, install or permit to be installed other 
items of equipment or other personal property in or upon the Project. All such items shall remain 
the sole property of the City, in which neither the Corporation nor the Trust Administrator shall 
have any interest, and may be modified or removed by the City at any time provided that the 
City shall repair and restore any and all damage to the Project resulting from the installation, 
modification or removal of any such items. Nothing in this Installment Sale Agreement shall 
prevent the City from purchasing items to be installed pursuant to this Section 5.03 under a 
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conditional sale or lease purchase contract, or subject to a vendor’s lien or security agreement, 
as security for the unpaid portion of the purchase price thereof. 

 
Section 5.04. Public Liability and Property Damage Insurance.  
 

(a)  Insurance Policies. The City shall maintain or cause to be maintained, 
throughout the Term of the Installment Sale Agreement, insurance policies, including a 
standard comprehensive general insurance policy or policies in protection of the City, its 
members, officers, agents and employees. 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 damage occasioned by reason of the 
construction or operation of the Enterprise (but only if such insurance is available at 
reasonable cost on the open market from reputable insurance companies). 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 in each accident or event, and in a minimum 
amount of $250,000 (subject to a deductible clause of not to exceed $200,000) 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 $2,500,000 covering all such risks. Such liability insurance may be maintained 
as part of or in conjunction with any other liability insurance coverage carried by the City, 
and may be maintained in the form of insurance maintained through a nonprofit public 
benefit corporation created for such purpose or in the form of self-insurance by the City.  

 
(b) Self-Insurance. If the City shall maintain self-insurance, it shall supply to 

the Trust Administrator a statement of sufficiency by an independent insurance 
consultant or the City’s risk manager on an annual basis as described in Section 4.06 
hereof.  

 
(c)  Application of Net Proceeds. 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 5.05. Fire and Extended Coverage Insurance.  
 

(a) Insurance Policies. The City shall procure and maintain, or cause to be 
procured and maintained, throughout the Term of the Installment Sale Agreement, 
insurance against loss or damage to any structures constituting any part of the 
Enterprise (excluding transmission and distribution pipelines and equipment in public 
and private rights-of-way) by fire and lightning, with extended coverage insurance but 
not including earthquake insurance. Flood insurance shall not be required for those 
structures shown on Exhibit B, but may be required for subsequent improvements to the 
Enterprise. Such insurance shall be in an amount equal to the greater of 100% of the 
replacement cost of the Project or the then Outstanding principal amount of Certificates. 
Such insurance may be subject to a deductible clause of not to exceed ten percent of 
said replacement cost for any one loss. Such insurance may be maintained as part of or 
in conjunction with any other fire and extended coverage insurance carried or required to 
be carried by the City, and may be maintained in the form of insurance maintained 
through a nonprofit public benefit corporation created for such purpose or in the form of 
self-insurance by the City. 

 
(b) Self-Insurance. If the City shall maintain self-insurance, it will supply to 

the Trust Administrator a statement of sufficiency by an independent insurance 
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consultant or the City’s risk manager on an annual basis as described in Section 5.06 
hereof.  

 
(c)  Application of Net Proceeds.  Net Proceeds of such insurance shall be 

applied as provided in Section 5.07 hereof. 
 
Section 5.06. Insurance Net Proceeds; Form of Policies. The insurance required by 

Section 5.05 hereof shall provide that all proceeds thereunder shall be payable to the Trust 
Administrator for the benefit of the Certificate Owners. The City shall pay or cause to be paid 
when due the premiums for all insurance policies required by this Installment Sale Agreement. 
All such policies shall provide that the Corporation and the Trust Administrator are named as 
additional insureds and that the Trust Administrator shall be given thirty (30) days’ notice of 
each expiration, any intended cancellation thereof or reduction of the coverage provided 
thereby. The Trust Administrator shall not be responsible for the sufficiency of any insurance 
herein required or for the obtaining of such insurance and shall be fully protected in accepting 
payment on account of such insurance or any adjustment, compromise or settlement of any loss 
agreed to by the City. The City shall cause to be delivered to the Trust Administrator annually, 
no later than the end of each Fiscal Year, a Written Certificate signed by a City Representative 
stating that the City is in compliance with Sections 5.04 and 5.05 of this Agreement. The Trust 
Administrator may conclusively rely on such certificate. 
 

Section 5.07. Application of Net Proceeds. 
 

(a) From Insurance Award. The Net Proceeds of any insurance award 
resulting from any damage to or destruction of the Project by fire or other casualty shall 
be deposited in the Insurance and Condemnation Fund by the Trust Administrator 
promptly upon receipt thereof and, if the City Representative notifies the Trust 
Administrator in writing of the City’s determination that the replacement, repair, 
restoration, modification or improvement of the Project is not economically feasible or in 
the best interest of the City, then such Net Proceeds shall be promptly transferred by the 
Trust Administrator to the Installment Payment Fund to be applied as provided in Section 
4.03 hereof.  

 
All Net Proceeds deposited in the Insurance and Condemnation Fund and not so 

transferred shall be applied to the prompt replacement, repair, restoration, modification 
or improvement of the Project by the City, upon receipt of a requisition, signed by the 
City Representative and, so long as all of the Outstanding Certificates are held by the 
Original Purchaser, the Owner of the Certificate 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.  
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Any balance of the Net Proceeds remaining after such work has been completed 
shall be transferred to the Installment Payment Fund. The City covenants that it will 
commence such replacement, repair, restoration, modification or improvement or 
indicate that such replacement, repair, restoration, modification or improvement is not 
economically feasible within 180 days of receipt of such Net Proceeds. 

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

domain award shall be deposited in the Insurance and Condemnation Fund to be held 
and applied by the Trust Administrator pursuant to Section 7.02 of the Trust Agreement. 

 
Section 5.08 Advances. If the City fails to perform any of its obligations under this 

Article V, the Corporation 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 City shall be 
obligated to repay all such advances as soon as possible, with interest at the rate of interest 
with respect to the Certificate from the date of the advance to the date of repayment. 
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ARTICLE VI 
 

DISCLAIMER OF WARRANTIES; ACCESS; INDEMNITY 
 
 

Section 6.01. 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 City for the Project 
or any item thereof, or any other representation or warranty with respect to the Project or any 
item thereof. In no event shall the corporation be liable for incidental, indirect, special or 
consequential damages, in connection with or arising out of this installment sale agreement or 
the trust agreement for the existence, furnishing, functioning or City’s use of the Project. 

 
Section 6.02. Access to the Project and Records. To the extent permitted by law, the 

City agrees that the Corporation, any Corporation 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 Project. The City further agrees that the Corporation, any Corporation 
Representative, and the Corporation’s successors or assigns shall have such rights of access to 
the Project as may be reasonably necessary to cause the proper maintenance of the Project in 
the event of failure by the City to perform its obligations hereunder. In addition, the City agrees 
that the Corporation, any Corporation Representative, and the Corporation’s successors or 
assigns shall have the right at all reasonable times to inspect and examine all books, papers 
and records of the Corporation and the City pertaining to the Project and the Certificate, to make 
copies thereof and to take non-privileged memoranda therefrom or with respect thereto as may 
be desired. 

 
Section 6.03. Indemnity. The City shall and hereby agrees to indemnify and save the 

Corporation and its successors and assigns harmless from and against all claims, losses and 
damages, including legal fees and expenses, arising out of: (a) the use, maintenance, condition 
or management of, or from any work or thing done on the Project by the City; (b) any breach or 
default on the part of the City in the performance of any of its obligations under this Installment 
Sale Agreement; (c) any act or negligence of the City or of any of its agents, contractors, 
servants, employees or licensees with respect to the Project; (d) any act or negligence of any 
assignee or sublessee of the City with respect to the Project; or (e) the construction of the 
Project or the authorization of payment of the Construction Costs or Delivery Costs by the City 
or the Corporation. No indemnification is made under this Section 6.03, or elsewhere in this 
Installment Sale Agreement for willful misconduct, negligence, or breach of duty under this 
Installment Sale Agreement by the Corporation, its officers, agents, employees, successors or 
assigns. 
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ARTICLE VII 
 

EVENTS OF DEFAULT AND REMEDIES 
 
 

Section 7.01. Events of Default Defined. The following shall be “events of default” 
under this Installment Sale Agreement and the terms “events of default” and “default” shall 
mean, whenever they are used in this Installment Sale Agreement, any one or more of the 
following events: 

 
(a) Failure by the City to pay any Installment Payment by the Installment 

Payment Date or failure to make any other payment required to be paid hereunder at the 
time specified herein; or 

 
(b) Failure by the City to observe and perform any covenant, condition or 

agreement on its part to be observed or performed in this Installment Sale Agreement or 
the Trust Agreement, other than as referred to in clause (a) of this Section 7.01, for a 
period of 30 days after written notice specifying such failure and requesting that it be 
remedied has been given to the City by the Corporation, the Trust Administrator or the 
Owners of not less than 25% in aggregate principal amount of Certificate then 
Outstanding; provided, however, if the failure stated in the notice cannot be corrected 
within the applicable period, the Corporation, the Trust Administrator or such Owners, as 
applicable, shall not unreasonably withhold their consent to an extension of such time if 
corrective action is instituted by the City within the applicable period and diligently 
pursued until the default is corrected; or 

 
(c) The filing by the City of a petition or answer seeking arrangement or 

reorganization under the federal bankruptcy laws or any other applicable law of the 
United States of America or any state therein, or the approval by a court of competent 
jurisdiction of a petition filed with or without the consent of the City seeking arrangement 
or reorganization under the federal bankruptcy laws or any other applicable law of the 
United States of America or any state therein, or, under the provisions of any other law 
for the relief or aid of debtors, any court of competent jurisdiction assumes custody or 
control of the City or of the whole or any substantial part of its property; or  

 
(d) An event of default shall have occurred and be continuing with respect to 

any Parity Debt. 
 

Section 7.02. Remedies on Default. Whenever any event of default referred to in 
Section 01 hereof shall have happened and be continuing, the Corporation shall have the right, 
at its option and without any further demand or notice, to: 

 
(a) declare all principal components of the unpaid Installment Payments, 

together with accrued interest at the rate or rates specified in the respective Outstanding 
Certificate from the immediately preceding Installment Payment Date on which payment 
was made, to be immediately due and payable, whereupon the same shall become due 
and payable; and 

 
(b) take whatever action at law or in equity may appear necessary or 

desirable to collect the Installment Payments then due or thereafter to become due 
during the Term of the Installment Sale Agreement, or enforce performance and 
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observance of any obligation, agreement or covenant of the City under this Installment 
Sale Agreement. 

 
Section 7.03. No Remedy Exclusive. No remedy herein conferred upon or reserved to 

the Corporation is intended to be exclusive and every such remedy shall be cumulative and 
shall be in addition to every other remedy given under this Installment Sale Agreement or 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 7.04. Prosecution and Defense of Suits. The City shall promptly, upon 

request of the Corporation or its assignee, from time to time take or cause to be taken such 
action as may be necessary or proper to remedy or cure any defect in or cloud upon the title to 
the Project whether now existing or hereafter developing and shall prosecute all such suits, 
actions and other proceedings as may be appropriate for such purpose and, to the extent 
permitted by law, shall indemnify or cause to be indemnified the Corporation and its assignee 
for 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 proceedings. 

 
To the extent permitted by law, the City shall defend, or cause to be defended, against 

every suit, action or proceeding at any time brought against the Corporation or its assignee 
upon any claim arising out of the receipt, application or disbursement of any of the Net 
Revenues or involving the rights or duties of the Corporation or its assignee under this 
Installment Sale Agreement or the Trust Agreement; provided, that the Corporation and its 
assignee at their election may appear in and defend any such suit, action or proceeding. The 
City shall indemnify or cause to be indemnified the Corporation and its assignee against any 
and all liability claimed or asserted by any person, arising out of such receipt, application or 
disbursement. Notwithstanding any contrary provision hereof, this covenant shall remain in full 
force and effect, even though all Installment Payments have been fully paid and satisfied, until a 
date which is three (3) years following the payment of the last of the Installment Payments. 

 
Section 7.05. No Additional Waiver Implied by One Waiver. In the event any 

agreement contained in this Installment Sale 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 7.06. Application of the Proceeds.The Trust Administrator, as assignee of the 

Corporation, shall apply all amounts received under this Article VII as set forth in Section 13.03 
of the Trust Agreement. 

 
Section 7.07. Liability Limited to Net Revenues. Notwithstanding any provision of this 

Installment Sale Agreement, the City’s liability to pay the Installment Payments and other 
amounts hereunder shall be limited solely to Net Revenues as provided in Sections 3.06 and 
3.07 hereof. In the event that Net Revenues shall be insufficient at any time to pay an 
Installment Payment in full, the City shall not be liable to pay or prepay such Installment 
Payment other than from Net Revenues. 

 
Section 7.08. Trust Administrator and Certificate Owners to Exercise Rights. Such 

rights and remedies as are given to the Corporation under this Article VII have been assigned 
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by the Corporation to the Trust Administrator under the Assignment Agreement, to which 
assignment the City hereby consents. Such rights and remedies shall be exercised by the Trust 
Administrator and the Owners of the Certificate as provided in the Trust Agreement. 

 
Section 7.09. Pro Rata Application of Net Revenues. If, at any time, there is a 

deficiency in Net Revenues available to pay the Installment Payments, any amounts due with 
respect to Parity Debt (which Parity Debt may require the consent of the Original Purchaser as 
set forth in Section 3.09(b)(iv), amounts required to replenish the Reserve Fund, amounts 
required to replenish any reserve fund established for Parity Debt or to reinstate any Qualified 
Reserve Fund Credit Instrument, available Net Revenues shall be applied on a pro rata basis to 
the payment of such Installment Payments, to the payment of amounts due with respect to 
Parity Debt, to the replenishment of the Reserve Fund, to the replenishment of any reserve fund 
established for Parity Debt. 
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ARTICLE VIII 
 

MISCELLANEOUS 
 
 

Section 8.01. Assignment, Sale or Lease by the City.  
 

(a)  Assignment or Sale.  This Installment Sale Agreement may not be 
assigned by the City, and the Enterprise may not be sold by the City during the Term of 
this Installment Sale Agreement. 
 

(b) Lease. The City may lease the Project, or any portion thereof, with the 
consent of the Owner of the Certificate so long as all of the Outstanding Certificate are 
held by the Original Purchaser thereof, and subject to all of the following conditions: 
 

(i) This Installment Sale Agreement and the obligation of the City to 
make Installment Payments hereunder shall remain obligations of the City; 
 

(ii) The City shall, within thirty (30) days after the delivery thereof, 
furnish or cause to be furnished to the Corporation and the Trust Administrator a 
true and complete copy of the documents accomplishing such lease; 
 

(iii) No such lease by the City shall cause the Project to be used for a 
purpose other than a governmental or proprietary function authorized under the 
provisions of the Constitution and laws of the State; and 
 

(iv) No such lease shall cause the interest component of the 
Installment Payments to become subject to federal or State personal income 
taxes. 
 

Section 8.02. Amendment of Installment Sale Agreement. The City will not alter, 
modify or cancel or agree or consent to alter, modify or cancel this Installment Sale Agreement, 
except as permitted by Article VII of the Trust Agreement, without the written consent of the 
Trust Administrator and the Corporation, 
 

Section 8.03. Binding Effect. This Installment Sale Agreement shall inure to the benefit 
of and shall be binding upon the Corporation and the City and their respective successors and 
assigns. 
 

Section 8.04. Applicable Law. This Installment Sale Agreement shall be governed by 
and construed in accordance with the laws of the State. 

 
Section 8.05. Severability. In the event any provision of this Installment Sale 

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 8.06. Captions. The captions or headings in this Installment Sale Agreement 

are for convenience only and in no way define, limit or describe the scope or intent of any 
provision, Article or Section of this Installment Sale Agreement. 
 

Section 8.07. Net Contract. This Installment Sale Agreement shall be deemed and 
construed to be a “net contract” and the City hereby agrees that the Installment Payments shall 
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be an absolute net return to the Corporation, free and clear of any expenses, charges or set-offs 
whatsoever. 

 
Section 8.08. Further Assurances and Corrective Instruments. The Corporation and 

the City 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 
Project hereby sold or intended so to be or for carrying out the expressed intention of this 
Installment Sale Agreement. 

 
Section 8.09. Corporation and City Representatives. Whenever under the provisions 

of this Installment Sale Agreement the approval of the Corporation or the City is required, or the 
Corporation or the City 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 
City by a City Representative, and any party hereto shall be authorized to rely upon any such 
approval or request. 
 

Section 8.10. 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 with postage fully prepaid: 

 
the City:   

City of Willits 
111 East Commercial Street 
Willits, CA  95490-3188 
(707) 459-4601  
(707) 459-1562 (Fax) 
Attn:  City ManagerFinance Director 

 
the Corporation:  

City of Willits Public Facilities Corporation 
111 East Commercial Street 
Willits, CA  95490-3188 
(707) 459-4601  
(707) 459-1562 (Fax) 
Attn:  President 

 
the Trust Administrator:  

City of Willits 
111 East Commercial Street 
Willits, CA  95490-3188 
(707) 459-4601 
(707) 459-1562 (Fax) 
Attn:  City Treasurer 

 
The Corporation, the City and the Trust Administrator, by notice given hereunder, may 

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

Section 8.11. Execution in Counterparts. This Installment Sale 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. 
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IN WITNESS, the Corporation has caused this Installment Sale Agreement to be 

executed in its corporate name by its duly authorized officer and sealed with its corporate seal; 
and the City has caused this Installment Sale Agreement to be executed in its name by its duly 
authorized officers, as of the date first above written. 
 
 
 
CITY OF WILLITS PUBLIC CITY OF WILLITS,  
FACILITIES CORPORATION, as Seller as Purchaser 
 
 
By        
      President  

 
 
By        
     City ManagerFinance 
Director 
 
 

:
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EXHIBIT A 
 
 

DESCRIPTION OF THE PROJECT 
 

 
The Project will consist of the acquisition and construction of certain improvements to 

the City’s existing wastewater treatment facility, which will specifically include the design and 
construction of the following: 

 
Mechanical Plant Improvements:  New aeration basins, secondary clarifiers; RAS/WAS 

pumping system; scum removal and pumping, UV disinfection system, effluent piping to connect 
mechanical plant to new wetland treatment and storage facility, pipeline creek crossing, piping 
and controls, building modifications and new buildings, and all required grading and 
earthmoving, site paving repairs, flatwork and drainage improvements, all associated piping, 
electrical and control systems. 

 Enhancement and Mitigation Wetlands:   Approximate 30 surface-acre Enhancement 
Wetlands Storage Lagoon, floodplain and wetland mitigation improvements, distribution piping 
and stoplog structures, Irrigation Pump Station equipment, wetwell and connection to existing 
irrigation system, outfall piping and structure and pipeline creek crossing, electrical work related 
to the extension of a new electrical service by PG&E, and all earthwork tree and vegetation 
removal, seeding and planting associated with wetland, wetland mitigation, and floodway 
mitigations. 
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EXHIBIT B 
 

SERIES 2010A2011A 
SCHEDULE OF INSTALLMENT PAYMENTS 

 
(Interest Rate is 2.5002.250% per annum) 

 
Payment  Interest  Total Annual 

Date Principal Rate Interest* Payment Total 
05/01/11 $              -0-  TBD   TBD   
11/01/11 125,000131,

000 
2.500%2.250% $103,75093,3

75 
$228,750224,3

75 
TBD 

05/01/12   102,18891,90
1 

102,18891,901  

11/01/12 126,000133,
000 

2.500%2.250% 102,18891,90
1 

228,188224,90
1 

$330,375316,8
03 

05/01/13   100,61390,40
5 

100,61390,405  

11/01/13 129,000136,
000 

2.500%2.250% 100,61390,40
5 

229,613226,40
5 

330,225316,81
0 

05/01/14   99,00088,875 99,00088,875  
11/01/14 133,000139,

000 
2.500%2.250% 99,00088,875 232,000227,87

5 
331,000316,75

0 
05/01/15   97,33887,311 97,33887,311  
11/01/15 136,000142,

000 
2.500%2.250% 97,33887,311 233,338229,31

1 
330,675316,62

3 
05/01/16   95,63885,714 95,63885,714  
11/01/16 139,000145,

000 
2.500%2.250% 95,63885,714 234,638230,71

4 
330,275316,42

8 
05/01/17   93,90084,083 93,90084,083  
11/01/17 143,000149,

000 
2.500%2.250% 93,90084,083 236,900233,08

3 
330,800317,16

5 
05/01/18   92,11382,406 92,11382,406  
11/01/18 146,000152,

000 
2.500%2.250% 92,11382,406 238,113234,40

6 
330,225316,81

3 
05/01/19   90,28880,696 90,28880,696  
11/01/19 150,000156,

000 
2.500%2.250% 90,28880,696 240,288236,69

6 
330,575317,39

3 
05/01/20   88,41378,941 88,41378,941  
11/01/20 154,000159,

000 
2.500%2.250% 88,41378,941 242,413237,94

1 
330,825316,88

3 
05/01/21   86,48877,153 86,48877,153  
11/01/21 158,000162,

000 
2.500%2.250% 86,48877,153 244,488239,15

3 
330,975316,30

5 
05/01/22   84,51375,330 84,51375,330  
11/01/22 161,000166,

000 
2.500%2.250% 84,51375,330 245,513241,33

0 
330,025316,66

0 
05/01/23   82,50073,463 82,50073,463  
11/01/23 166,000170,

000 
2.500%2.250% 82,50073,463 248,500243,46

3 
331,000316,92

5 
05/01/24   80,42571,550 80,42571,550  
11/01/24 170,000174,

000 
2.500%2.250% 80,42571,550 250,425245,55

0 
330,850317,10

0 
05/01/25   78,30069,593 78,30069,593  
11/01/25 174,000178,

000 
2.500%2.250% 78,30069,593 252,300247,59

3 
330,600317,18

5 
05/01/26   76,12567,590 76,12567,590  
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Payment  Interest  Total Annual 
Date Principal Rate Interest* Payment Total 

11/01/26 178,000182,
000 

2.500%2.250% 76,12567,590 254,125249,59
0 

330,250317,18
0 

05/01/27   73,90065,543 73,90065,543  
11/01/27 183,000186,

000 
2.500%2.250% 73,90065,543 256,900251,54

3 
330,800317,08

5 
05/01/28   71,61363,450 71,61363,450  
11/01/28 187,000190,

000 
2.500%2.250% 71,61363,450 258,613253,45

0 
330,225316,90

0 
05/01/29   69,27561,313 69,27561,313  
11/01/29 192,000194,

000 
2.500%2.250% 69,27561,313 261,275255,31

3 
330,550316,62

5 
05/01/30   66,87559,130 66,87559,130  
11/01/30 197,000199,

000 
2.500%2.250% 66,87559,130 263,875258,13

0 
330,750317,26

0 
05/01/31   64,41356,891 64,41356,891  
11/01/31 202,000203,

000 
2.500%2.250% 64,41356,891 266,413259,89

1 
330,825316,78

3 
05/01/32   61,88854,608 61,88854,608  
11/01/32 207,000208,

000 
2.500%2.250% 61,88854,608 268,888262,60

8 
330,775317,21

5 
05/01/33   59,30052,268 59,30052,268  
11/01/33 212,000212,

000 
2.500%2.250% 59,30052,268 271,300264,26

8 
330,600316,53

5 
05/01/34   56,65049,883 56,65049,883  
11/01/34 217,000217,

000 
2.500%2.250% 56,65049,883 273,650266,88

3 
330,300316,76

5 
05/01/35   53,93847,441 53,93847,441  
11/01/35 223,000222,

000 
2.500%2.250% 53,93847,441 276,938269,44

1 
330,875316,88

3 
05/01/36   51,15044,944 51,15044,944  
11/01/36 228,000227,

000 
2.500%2.250% 51,15044,944 279,150271,94

4 
330,300316,88

8 
05/01/37   48,30042,390 48,30042,390  
11/01/37 234,000232,

000 
2.500%2.250% 48,30042,390 282,300274,39

0 
330,600316,78

0 
05/01/38   45,37539,780 45,37539,780  
11/01/38 240,000237,

000 
2.500%2.250% 45,37539,780 285,375276,78

0 
330,750316,56

0 
05/01/39   42,37537,114 42,37537,114  
11/01/39 246,000243,

000 
2.500%2.250% 42,37537,114 288,375280,11

4 
330,750317,22

8 
05/01/40   39,30034,380 39,30034,380  
11/01/40 252,000248,

000 
2.500%2.250% 39,30034,380 291,300282,38

0 
330,600316,76

0 
05/01/41   36,15031,590 36,15031,590  
11/01/41 258,000254,

000 
2.500%2.250% 36,15031,590 294,150285,59

0 
330,300317,18

0 
05/01/42   32,92528,733 32,92528,733  
11/01/42 265,000259,

000 
2.500%2.250% 32,92528,733 297,925287,73

3 
330,850316,46

5 
05/01/43   29,61325,819 29,61325,819  
11/01/43 271,000265,

000 
2.500%2.250% 29,61325,819 300,613290,81

9 
330,225316,63

8 
05/01/44   26,22522,838 26,22522,838  
11/01/44 278,000271, 2.500%2.250% 26,22522,838 304,225293,83 330,450316,67
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Payment  Interest  Total Annual 
Date Principal Rate Interest* Payment Total 

000 8 5 
05/01/45   22,75019,789 22,75019,789  
11/01/45 285,000277,

000 
2.500%2.250% 22,75019,789 307,750296,78

9 
330,500316,57

8 
05/01/46   19,18816,673 19,18816,673  
11/01/46 292,000283,

000 
2.500%2.250% 19,18816,673 311,188299,67

3 
330,375316,34

5 
05/01/47   15,53813,489 15,53813,489  
11/01/47 299,000290,

000 
2.500%2.250% 15,53813,489 314,538303,48

9 
330,075316,97

8 
05/01/48   11,80010,226 11,80010,226  
11/01/48 307,000296,

000 
2.500%2.250% 11,80010,226 318,800306,22

6 
330,600316,45

3 
05/01/49   7,9636,896 7,9636,896  
11/01/49 315,000303,

000 
2.500%2.250% 7,9636,896 322,963309,89

6 
330,925316,79

3 
05/01/50   4,0253,488 4,0253,488  
11/01/50 322,000310,

000 
2.500%2.250% 4,0253,488 326,025313,48

8 
330,050316,97

5 
 $8,300,000  TBD  TBD  TBD  

    
*Commencing with the November May 1, 201211 interest payment, it is assumed that total advances in the principal 
amount of $8,300,000 have been drawn by May November 1, 2011. 
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ASSIGNMENT AGREEMENT 
 
 

Dated as of November March 1, 201110 
 
 
 

by and between  
 
 

CITY OF WILLITS PUBLIC FACILITIES CORPORATION, 
as Assignor 

 
 

and the 
 
 

TREASURER OF THE CITY OF WILLITS, 
as Trust Administrator 

 
 
 
 
 

For 
 

$8,300,000 
Certificate of Participation, Series 2010A2011A 

(Wastewater System Improvements Project) 
  
 
 
 
 



 

ASSIGNMENT AGREEMENT 
 
 

This ASSIGNMENT AGREEMENT, made and entered into as of November March 1, 
201110, by and between CITY OF WILLITS PUBLIC FACILITIES CORPORATION, a 
corporation organized and existing under the laws of the State of California (the “Corporation”), 
and the TREASURER OF THE CITY OF WILLITS, as trust administrator (the “Trust 
Administrator”) under the hereinafter-defined Trust Agreement; 

 
W I T N E S S E T H: 

 
In consideration of the mutual covenants herein contained, and for other valuable 

consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereto 
recite and agree as follows: 

 
Section 1. Recitals. 
 

(a) The Corporation and the City of Willits (the “City”), have entered into an 
installment sale agreement, by and between the Corporation and the City, dated as of 
November March 1, 201110 (together with any amendments or supplements thereto, the 
“Installment Sale Agreement”), whereby the Corporation has agreed to sell to the City, 
and the City has agreed to purchase from the Corporation, certain improvements to the 
City’s wastewater system, as more particularly described in the Installment Sale 
Agreement (as amended or modified from time to time, the “Project”), in the manner and 
on the terms set forth in the Installment Sale Agreement. 

 
(b) Under the Installment Sale Agreement, the Corporation is required to 

deposit or cause to be deposited with the Trust Administrator certain moneys to be 
credited, held and applied in accordance with a trust agreement by and among the Trust 
Administrator, the Corporation and the City, dated as of November March 1, 201110, 
together with any amendments or supplements thereto (the “Trust Agreement”). 

 
(c) Upon delivery of the Installment Sale Agreement and the deposit of 

moneys by the Corporation with respect thereto, the City is obligated to pay certain 
installment payments to the Authority or its assignee.  For the purpose of obtaining the 
moneys required to be deposited with the Trust Administrator, the Corporation is willing 
to assign and transfer its right, title and interest under the Installment Sale Agreement to 
the Trust Administrator for the benefit of the owners of two series of certificates of 
participation (collectively, the “Certificates”) to be executed and delivered under the Trust 
Agreement, and in consideration of such assignment, the Trust Administrator is 
executing and delivering the Certificates to the initial purchasers thereof, the proceeds of 
which sale are anticipated by the Corporation to be sufficient to provide the moneys 
required to be deposited by the Corporation pursuant to the Installment Sale Agreement. 

 
(d) Each of the parties hereto has authority to enter into this Assignment 

Agreement and has taken all actions necessary to authorize its officers to enter into it. 
 
(e) The capitalized terms used but not otherwise defined herein shall have 

the meanings ascribed thereto in the Installment Sale Agreement. 
 

Section 2. Assignment. The Corporation, for good and valuable consideration, does 
hereby irrevocably assign and transfer to the Trust Administrator, for the benefit of the Owners 
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of the Certificate, all of its rights and interest in the Installment Sale Agreement (excepting only 
its rights under Sections 5.08, 6.03 and 7.04 thereof), including, without limitation, its rights to 
receive and collect Installment Payments from City under the Installment Sale Agreement, its 
rights to the pledge of Net Revenues, the right to receive and collect any proceeds of any 
insurance maintained thereunder, or of any condemnation award rendered with respect to the 
Project and the right to exercise such rights and remedies as are conferred on the Corporation 
by the Installment Sale Agreement as may be necessary to enforce payment of the Installment 
Payments when due or otherwise to protect its interests in the event of a default by the City.  

 
The Installment Payments shall be applied, and the rights so assigned shall be 

exercised, by the Trust Administrator as provided in the Trust Agreement for the benefit of the 
Owners of the Certificate. 

 
Section 3. Acceptance. The Trust Administrator hereby accepts such assignment in 

trust for the purpose of securing, equally and proportionately, such payments and rights to the 
Owners of the Certificate delivered pursuant to the Trust Agreement, all subject to the 
provisions of the Trust Agreement. 

 
Section 4. Conditions. This Assignment Agreement shall confer no rights and 

impose no duties upon the Trust Administrator beyond those expressly provided in the Trust 
Agreement. The Trust Administrator does not warrant the accuracy of the recitals in Section 1 
hereof. 

 
IN WITNESS WHEREOF, the parties hereto have executed this Assignment Agreement 

by their officers thereunto duly authorized as of the date in the first paragraph above. 
 

CITY OF WILLITS PUBLIC FACILITIES  
CORPORATION, 
as Assignor 
 
 
 
 
By:    
 Chairperson 
 
 
 
TREASURER, 
CITY OF WILLITS,  
as Trust Administrator 
 
 
 
 
   
 Treasurer 



 

 
 
 
 
 
 
 
 
 
 
 
 
 

March 1, 2011 
 
City Council 
City of Willits 
111 East Commercial Street 
Willits, CA 95490 
 

 
OPINION:  $8,300,000 City of Willits Certificate of Participation, Series 2011A  
 (Wastewater System Improvements Project)  
 

Members of the City Council: 
 

We have acted as special counsel in connection with the delivery by the City of Willits 
(the “City”), of its $8,300,000 Installment Sale Agreement, dated as of March 1, 2011 (the 
“Installment Sale Agreement”), by and between the City and the City of Willits Public Facilities 
Corporation (the “Corporation”), pursuant to the California Government Code.  The Corporation 
has, pursuant to the Assignment Agreement, dated as of March 1, 2011 (the “Assignment 
Agreement”), by and between the Corporation and the City’s Treasurer, as trust administrator 
(the “Trust Administrator”), assigned certain of its rights under the Installment Sale Agreement, 
including its right to receive installment payments made by the City thereunder (the “Installment 
Payments”), to the Trust Administrator.  Pursuant to the Trust Agreement, dated as of March 1, 
2011, by and among the Trust Administrator, the Corporation and the City (the “Trust 
Agreement”), the Trust Administrator has executed and delivered a single, fully registered 
certificate of participation (the “Certificate”) evidencing direct, undivided fractional interests of 
the owner thereof in the Installment 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 City contained in the Installment Sale Agreement and the Trust 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 City is duly created and validly existing general law city and municipal 

corporation of the State of California, with the power to enter into the Installment Sale 
Agreement and the Trust Agreement and to perform the agreements on its part contained 
therein. 

 



City Council 
City of Willits 
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2.  The Installment Sale Agreement has been duly authorized, executed and delivered 
by the City, and is a valid and binding obligation of the City, enforceable against the City 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 Installment Sale Agreement, the 

Installment Payments to be made by the City are payable from a first and prior lien on Net 
Revenues of the Enterprise (as such terms are defined in the Trust Agreement).  By virtue of the 
Assignment Agreement, the owner of the Certificates is entitled to receive its fractional share of 
the Installment Payments in accordance with the terms and provisions of the Trust Agreement. 

 
5.  The portion of the Installment Payments designated as and comprising interest and 

received by the owner of the Certificates is excluded from gross income for federal income tax 
purposes and is not an item of tax preference for purposes of the federal alternative minimum 
tax imposed on individuals and corporations; it should be noted, however, that, for the purpose 
of computing the alternative minimum tax imposed on such corporations (as defined for federal 
income tax purposes), such interest is taken into account in determining certain income and 
earnings.  The opinions set forth in the preceding sentence are subject to the condition that the 
City comply with all requirements of the Internal Revenue Code of 1986 that must be satisfied 
subsequent to the delivery of the Installment Sale Agreement in order that such interest be, or 
continue to be, excluded from gross income for federal income tax purposes.  The City has 
covenanted to comply with each such requirement.  Failure to comply with certain of such 
requirements may cause the inclusion of such interest in gross income for federal income tax 
purposes to be retroactive to the date of delivery of the Installment Sale Agreement.  We 
express no opinion regarding other federal tax consequences arising with respect to the 
Installment Sale Agreement and the Certificates. 

 
6.  The portion of the Installment Payments designated as and comprising interest and 

received by the owner of the Certificates is exempt from personal income taxation imposed by 
the State of California. 

 
The rights of the owner of the Certificates and the enforceability of the Installment Sale 

Agreement, the Trust Agreement and the Assignment Agreement may be subject to bankruptcy, 
insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights 
heretofore or hereafter enacted and may also be subject to the exercise of judicial discretion in 
appropriate cases.  Our engagement with respect to this matter has terminated as of the date 
hereof. 

 
Respectfully submitted, 
 
 
 
A Professional Law Corporation 

 



City of Willits

2011 $8.3M USDA Loan - DRAFT AMORTIZATION Dated Date: 03/01/11

Maturity Period Annual Fiscal Year
Date Principal Rate Interest Debt Svc Debt Svc Debt Svc

05/01/11 34,583 34,583 See Note
11/01/11 125,000 2.500% 103,750 228,750 263,333
05/01/12 102,188 102,188 330,938
11/01/12 126,000 2.500% 102,188 228,188 330,375
05/01/13 100,613 100,613 328,800
11/01/13 129,000 2.500% 100,613 229,613 330,225
05/01/14 99,000 99,000 328,613
11/01/14 133,000 2.500% 99,000 232,000 331,000
05/01/15 97,338 97,338 329,338
11/01/15 136,000 2.500% 97,338 233,338 330,675
05/01/16 95,638 95,638 328,975
11/01/16 139,000 2.500% 95,638 234,638 330,275
05/01/17 93,900 93,900 328,538
11/01/17 143,000 2.500% 93,900 236,900 330,800
05/01/18 92,113 92,113 329,013
11/01/18 146,000 2.500% 92,113 238,113 330,225
05/01/19 90,288 90,288 328,400
11/01/19 150,000 2.500% 90,288 240,288 330,575
05/01/20 88,413 88,413 328,700
11/01/20 154,000 2.500% 88,413 242,413 330,825
05/01/21 86,488 86,488 328,900
11/01/21 158,000 2.500% 86,488 244,488 330,975
05/01/22 84,513 84,513 329,000
11/01/22 161,000 2.500% 84,513 245,513 330,025
05/01/23 82,500 82,500 328,013
11/01/23 166,000 2.500% 82,500 248,500 331,000
05/01/24 80,425 80,425 328,925
11/01/24 170,000 2.500% 80,425 250,425 330,850
05/01/25 78,300 78,300 328,725

11/01/25 174,000 2.500% 78,300 252,300 330,600
05/01/26 76,125 76,125 328,425
11/01/26 178,000 2.500% 76,125 254,125 330,250
05/01/27 73,900 73,900 328,025
11/01/27 183,000 2.500% 73,900 256,900 330,800
05/01/28 71,613 71,613 328,513
11/01/28 187,000 2.500% 71,613 258,613 330,225
05/01/29 69,275 69,275 327,888
11/01/29 192,000 2.500% 69,275 261,275 330,550
05/01/30 66,875 66,875 328,150
11/01/30 197,000 2.500% 66,875 263,875 330,750
05/01/31 64,413 64,413 328,288
11/01/31 202,000 2.500% 64,413 266,413 330,825
05/01/32 61,888 61,888 328,300

11/01/32 207,000 2.500% 61,888 268,888 330,775

05/01/33 59,300 59,300 328,188

11/01/33 212,000 2.500% 59,300 271,300 330,600

05/01/34 56,650 56,650 327,950

11/01/34 217,000 2.500% 56,650 273,650 330,300

05/01/35 53,938 53,938 327,588

11/01/35 223,000 2.500% 53,938 276,938 330,875

05/01/36 51,150 51,150 328,088

11/01/36 228,000 2.500% 51,150 279,150 330,300

05/01/37 48,300 48,300 327,450

11/01/37 234,000 2.500% 48,300 282,300 330,600

05/01/38 45,375 45,375 327,675

11/01/38 240,000 2.500% 45,375 285,375 330,750

05/01/39 42,375 42,375 327,750

11/01/39 246,000 2.500% 42,375 288,375 330,750

05/01/40 39,300 39,300 327,675

11/01/40 252,000 2.500% 39,300 291,300 330,600

05/01/41 36,150 36,150 327,450

11/01/41 258,000 2.500% 36,150 294,150 330,300

05/01/42 32,925 32,925 327,075

11/01/42 265,000 2.500% 32,925 297,925 330,850

05/01/43 29,613 29,613 327,538

11/01/43 271,000 2.500% 29,613 300,613 330,225

05/01/44 26,225 26,225 326,838

11/01/44 278,000 2.500% 26,225 304,225 330,450

05/01/45 22,750 22,750 326,975

11/01/45 285,000 2.500% 22,750 307,750 330,500

05/01/46 19,188 19,188 326,938

11/01/46 292,000 2.500% 19,188 311,188 330,375

05/01/47 15,538 15,538 326,725

11/01/47 299,000 2.500% 15,538 314,538 330,075

05/01/48 11,800 11,800 326,338

11/01/48 307,000 2.500% 11,800 318,800 330,600

05/01/49 7,963 7,963 326,763

11/01/49 315,000 2.500% 7,963 322,963 330,925

05/01/50 4,025 4,025 326,988

11/01/50 322,000 2.500% 4,025 326,025 330,050

Total Principal 8,300,000

City of Willits

2010 USDA Loan



Table 2

City of Willits

2011 $8.3M USDA Loan - DRAFT

Weighted Average Maturity DATED DATE 3/1/2011

Date Principal Price Period Principal x Price

Principal x Price x

Period Bond Years

11/01/11 125,000 1.0000 0.6667 125,000 83,333 83.33

11/01/12 126,000 1.0000 1.6667 126,000 210,000 210.00

11/01/13 129,000 1.0000 2.6667 129,000 344,000 344.00

11/01/14 133,000 1.0000 3.6667 133,000 487,667 487.67

11/01/15 136,000 1.0000 4.6667 136,000 634,667 634.67

11/01/16 139,000 1.0000 5.6667 139,000 787,667 787.67

11/01/17 143,000 1.0000 6.6667 143,000 953,333 953.33

11/01/18 146,000 1.0000 7.6667 146,000 1,119,333 1,119.33

11/01/19 150,000 1.0000 8.6667 150,000 1,300,000 1,300.00

11/01/20 154,000 1.0000 9.6667 154,000 1,488,667 1,488.67

11/01/21 158,000 1.0000 10.6667 158,000 1,685,333 1,685.33

11/01/22 161,000 1.0000 11.6667 161,000 1,878,333 1,878.33

11/01/23 166,000 1.0000 12.6667 166,000 2,102,667 2,102.67

11/01/24 170,000 1.0000 13.6667 170,000 2,323,333 2,323.33

11/01/25 174,000 1.0000 14.6667 174,000 2,552,000 2,552.00

11/01/26 178,000 1.0000 15.6667 178,000 2,788,667 2,788.67

11/01/27 183,000 1.0000 16.6667 183,000 3,050,000 3,050.00

11/01/28 187,000 1.0000 17.6667 187,000 3,303,667 3,303.67

11/01/29 192,000 1.0000 18.6667 192,000 3,584,000 3,584.00

11/01/30 197,000 1.0000 19.6667 197,000 3,874,333 3,874.33

11/01/31 202,000 1.0000 20.6667 202,000 4,174,667 4,174.67

11/01/32 207,000 1.0000 21.6667 207,000 4,485,000 4,485.00

11/01/33 212,000 1.0000 22.6667 212,000 4,805,333 4,805.33

11/01/34 217,000 1.0000 23.6667 217,000 5,135,667 5,135.67

11/01/35 223,000 1.0000 24.6667 223,000 5,500,667 5,500.67

11/01/36 228,000 1.0000 25.6667 228,000 5,852,000 5,852.00

11/01/37 234,000 1.0000 26.6667 234,000 6,240,000 6,240.00

11/01/38 240,000 1.0000 27.6667 240,000 6,640,000 6,640.00

11/01/39 246,000 1.0000 28.6667 246,000 7,052,000 7,052.00

11/01/40 252,000 1.0000 29.6667 252,000 7,476,000 7,476.00

11/01/41 258,000 1.0000 30.6667 258,000 7,912,000 7,912.00

11/01/42 265,000 1.0000 31.6667 265,000 8,391,667 8,391.67

11/01/43 271,000 1.0000 32.6667 271,000 8,852,667 8,852.67

11/01/44 278,000 1.0000 33.6667 278,000 9,359,333 9,359.33

11/01/45 285,000 1.0000 34.6667 285,000 9,880,000 9,880.00

11/01/46 292,000 1.0000 35.6667 292,000 10,414,667 10,414.67

11/01/47 299,000 1.0000 36.6667 299,000 10,963,333 10,963.33

11/01/48 307,000 1.0000 37.6667 307,000 11,563,667 11,563.67

11/01/49 315,000 1.0000 38.6667 315,000 12,180,000 12,180.00

11/01/50 322,000 1.0000 39.6667 322,000 12,772,667 12,772.67

8,300,000 8,300,000 194,202,333 194,202.33

Average Life

Bond years: 194,202.33

No of Bonds: 8,300

Average life: 23.3979

Weighted Average Maturity

A Total principal x price x period 194,202,333.33

B Total principal x price 8,300,000.00

C Weighted average maturity (years) = A/B 23.3979
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